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Note.—For Canadian clearings see "Commercial and Miscellaneous News.”
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THE FINANCIAL SITUATION .

The revival of speculative buoyancy on the Stock
Exchange is assuming large dimensions. It occurs
in face of unfavorable crop prospects in both the
West and the South, in face of the action of Congress
in dealing a blow at the railroads by enacting a
compulsory eight-hour day as a basis of compensa-
tion for railway trainmen, and requiring that for a
period of eleven months from the 1st of next January,
the railroads shall not pay these trainmen less for
eight hours’ work than they are now getting for ten
hours’ wotk, and it occurs also, in face of the fact
that Congress in the session which closed last week
enacted much other pernicious legislation and levied
a budget of new taxes which, when added to the
constantly increasing load of State and local taxes,
constitute a fiscal burden which no one a short time
ago could have believed the country would ever be
called upon to endure when not actually engaged in
war.

There can be no doubt that this season’sgrain har-
vest will be short, particularly in the case of wheat,
though on the other hand last season’s wheat crop
was of exceptional dimensions and considerable
supplies out of the same have been carried forward
into the present season. Nor can there be any
doubt that the growing cotton crop in the South has
been materially damaged, though here also consid-
erable supplies are left over from previous seasons.
But these, while unfortunate factors in the situation
whose significance and bearing”~should not be under-
estimated, are, after all, minor circumstances along-
side the all-controlling fact that the war in Europe
continues and that its continuance is bringing bene-
fits to the United States in a way and to an extent
that almost staggers the senses.

Until a short time ago it was supposed that the
demand upon us for at least munitions and other war
supplies would soon cease. Instead, new orders
have come on a tremendous scale. These new orders
are taxing capacity to the utmost and promise to
keep mill and factory busy for many months to come.
The war has also created a demand for many other
things aside from those classed directly as war sup-
plies. This demand also remains unabated and is
influencing affairs in all directions.

It is the war that is swelling our foreign trade to
extraordinary and unheard-of dimensions; it is the
war that has raised the iron and steel trade to a plane
of prosperity without a precedent even in that branch
of industry, where cycles of prosperity are anything
but uncommon; it is this same great war whose
quickening impulse is felt in every avenue of commerce
and trade.

In the renewed buoyancy on the Stock Exchange
this week the industrial stocks have been unusually
prominent, some of them making sensational ad-
vances. It is perhaps not surprising that these
industrial properties are dazzling the popular imagina-
tion. Under the influence of the war these proper-
ties, taking them as a whole, are making great, even
phenomenal, profits. If these profits had the element
of permanency in them, instead of being entirely
the outgrowth of, and dependent upon, the war,
present prices for the so-called “war babies” would
have to be regarded as low notwithstanding the great
rise they have already enjoyed.

The wuncertain element, the

dangerous element,

is the possibility that the war may be brought to a
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sudden termination almost any time. For about a
year speculative enthusiasm has been kept well
under restraint by the fear of just such a possibility.
This possibility not having occurred, speculation has
now burst out afresh and threatens once more to
pass all bounds. The fact is, however, that the
war must of necessity come to an end sooner or
later. Whether sooner, rather than later, no one
knows. For the present the end is not in sight. In
the meantime profits for the industrial companies
keep piling up and a new high level of values is
being founded on the same.

It nevertheless remains true that the war will
terminate some day and with the advent of that
day will come a return to normal conditions in trade
and business, and normal conditions also for the
industrial companies. While, therefore, a new
outcropping of speculation seems natural in the
circumstances, more particularly in the fact that the
huge profits which fifteen or eighteen months ago
were only in prospect, and might never have accrued
had the war terminated in the interval, have been
actually realized. Yet the danger ever present on
the previous upbound must also remain imminent
in the upward movement now under way. Military
operations are now being conducted with a bitterness
and a determination on both sides that does not
promise an early termination of the war. That
much must be admitted. But appearances in cir-
cumstances like these are often deceptive, and it
may be that one side is nearer exhaustion than
generally supposed.

One thing does not seem to be taken sufficiently
into the reckoning. We mean the possibility of a
really decisive naval engagement. We have often
thought that the end might come in this way rather
than as the outcome of the military operations on
land, especially so long as the two sides remain so
evenly matched. If the German fleet should be de-
stroyed, then the German cause would, indeed, be
hopeless, seeing that the Germans have also lost the
power of offensive on land. In such a contingency
they could not fail to realize that their case was
hopeless and that it was useless to prolong the
struggle any further. On the other hand, if the
unbelievable should occur and the British fleet be
defeated, then the cause of the Entente Powers
would be practically hopeless, inasmuch as it would
thereafter be impossible for Great Britain to con-
tinue to send munitions and troops and general sup-
plies to the Continent on the scale necessary to carry
the war to a successful conclusion.

These observations are pertinent only in so far as
they serve as a reminder that the speculation now in
progress on the Stock Exchange rests, after all, on
an insecure foundation.

As far as the railroad stocks are concerned, these
have been under a cloud because for a long time
every hand seemed to be turned against the carriers,
but now the roads have at last begun to join in the
general prosperity. This week in the general up-
ward swing of prices, the railroad shares have been
carried along with the rest, though establishing only
moderate advance in prices. If it were not for the
labor question which unfortunately for the time
being has been apparently settled against the roads,
there would be a solid basis for a substantial advance
in prices. The railroads have really had a remark-
ably good period during the last twelve months, as
their large gains in gross and net earnings testify,
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and were it not for the fear that these gains, substan-
tial though they be, may be consumed by higher wage
payments, the situation of the carriers would be far
from unpromising.

Even as it is there is no warrant for gloomy views,
notwithstanding the roads have fared badly at the
hands of President Wilson. The 4th of March,
when the Presidential term as well as the life of Con-
gress expires, is less than six months off, and this
week’s Maine election is highly suggestive of a possible
change in both. Mr. Hughes has taken a firm stand
in opposition to the policy of Mr. Wilson and that of
Congress, and should he accede to control next
March, and be backed by a Congress in harmony
with his views, he would be in position to revoke
what has already been done and render justice to
the carriers. Even before this the United States
Supreme Court may decide that Congress tran-
scended its powers in attempting to fix the wages of
railroad employees. There would be no doubt at
all on that point except for the recent changes in the
personnel of the Court. At all events, for the pres-
ent the earnings of the roads are good— better than
they have been for years—and there is yet hope that
the labor controversy may, in the way indicated, be
greatly modified for the better. Railroad shares
have been largely neglected in the upward movement
of the last two years, and what is needed is some
event that will command favorable notice for them
and galvanize them into activity. Such an impulse
might come from some large consolidation, such as
was talked about a few years ago with reference to
the constituent properties of the New York Central
system. In the meantime, we may be sure there will
be many dividend resumptions and many dividend
increases.

In calculations regarding the money market the
operations of the Federal Reserve Bank have now
to be reckoned with, the same as the operations of
the Sub-Treasury. In our issue of July 15 we
showed that the great drop in money holding and
in surplus reserve which occurred at the beginning
of July (causing an upward spurt in the local money
market, which induced the Bank of England to
raise its rate of discount), was entirely the result
of the transfer of funds to the Sub-Treasury and-the
Federal Reserve banks. Similarly, the large re-
duction in the money holdings and surplus reserves
of the New York Clearing House banks last week
was in considerable part due to the large influx of
funds into the Federal Reserve Bank of this district.
Whereas, on August 26 the money holdings of the
New York Clearing House banks and trust companies
aggregated $456,330,000, on September 2 the amount
was reduced to $441,584,000 and last Saturday
(Sept. 9) was cut to $401,136,000. In the same two
weeks surplus reserves were cut first from $125,-
390,360 to $95,829,140 and then to $69,801,070.

Of course the loans of the Clearing House insti-
tutions were considerably expanded by the opera-
tions in connection with the negotiation of the $250,-
000,000 loan to the United Kingdom of Great
Britain and Ireland and other large foreign loans,
but the fact should not be owverlooked that at the
same time exceedingly heavy sums were drawn into
the Federal Reserve Bank of New York. In the
two weeks ending last Friday night, the cash hold-
ings of the Federal Reserve Bank of New York were
increased from $164,509,365 to $184,166,224. This

is an addition roughly of $20,000,000 and the increase
occurred in face of the fact that in the same two weeks
Government deposits with the Reserve Bank were
reduced from $12,877,703 to $8,055,801. This week
the New York Reserve Bank has been a large debtor
at the Clearing House from day to day, indicating
that the money taken from the Clearing House insti-
tutions last week is now being returned to them, and
in addition, these institutions will also have their
reserves replenished by gold imports, but it is im-
portant to recognize that the Reserve Bank in draw
ing in money or paying out money is playing anim-
portant part in affecting Clearing House results from
week to week

We wish also again to direct attention to another
feature of the operations of the Federal Reserve
bank of this district. We have reference to the fact
that in this time of the superabundance of gold,
when nearly every incoming vessel brings new sup-
plies of the metal, the Federal Reserve Bank of New
York gets nothing but silver and legal tenders when-
ever large extra payments are made to it. We have
already shown that in the last two weeks the money
holdings of the New York Federal Reserve Bank were
increased from $164,509,365 to $184,166,224. Of
this increase of $19,656,859,0nly $2,703,755 was in
gold; the rest was in the shape of silver and legal
tenders, the total of which in the two weeks was run
up from $5,624,830 to $22,577,934. In the follow-
ing we show the figures in tabular form:

MONEY HOLDINGS OF N. Y. RESERVE BANK.

Gold Coin Legal Tender

and Gold Notes, Silver Grand

Certificates.  Certfs., tfee Total.
August 25............. $158,884,535 $5,624,830 $164,509,365
September 1 157,253,405 7,878,296 165,131,701
September 8 161,588,290 22,577,934 184,166,224

This thing is happening over and over again.
On settlement the bank gets nothing but silver and
legal tenders. The only additional gold, apparently,
which comes to the bank is when the member banks
have to increase their reserves with it as a result
of the increase in their deposits. All other pay-
ments to it appear to come in the shape of silver and
legal tenders.

The authorities of the Bank do not appear to
realize that the unfortunate predicament in which
they find themselves is the result of their own fatuous
policy—and on which Congress has put the stamp
of its disapproval—of forcing large amounts of
Federal Reserve notes into circulation. In this
Reserve district $62,063,000 of Reserve notes are
in circulation, all being out against deposits of gold
with the Reserve Agent. Strange as it may seem,
too, in view of the experience of the Reserve Bank
in finding that it gets nothing but silver and legal
tenders on settlement, no less than $6,733,000 of
these notes were pushed into circulation during the
last two weeks, the aggregate out August 25 having
been only $55,330,000, against $62,063,000 Sept. 8.
We may say, too, that the other Federal Reserve
banks are equally zealous in pushing these notes into
circulation. During the last two weeks the total
of the notes in circulation by the twelve Reserve
banks combined has been increased from $156,345,-
000 to $177,781,000; that is, $21,436,000 more of
these notes were in circulation last Friday than two
weeks before .

These Federal Reserve notes are not, and should
not be, legal reserve for the member banks and conse-
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quently thesemember~banks have no use for them,
paying them out again as fast as received. In being
thus forced into circulation they displace an equal
amount of silver and legal tenders which then reaches
the Federal Reserve Bank, either directly, or through
the member banks. For these member banks silver
and legal tenders are reserve, but the banks have no
liking for them (since they recognize that gold is the
only true reserve), and turn them over at the first
opportunity to the Reserve institution. The latter,
in turn, thronws them back at the banks when it has
large debtor balances to settle at the Clearing House,
as has been the case this week.

If the Federal Reserve Bank of New York is thus
flooded with silver and legal tenders at a time when
the country is literally swimming ingold, what may we
expect will happen when the country’strade balance
is once more reversed and gold flows out of the coun-
try.

Transvaal gold mining operations showed slightly
more satisfactory results in August, the yield of the
metal as announced by cable having been moderately
better than in July, and in excess of preceding months
of the current calendar year back to, but not in-
cluding, March, while setting a new high record for
the particular period covered. The August produc-
tion is stated at 781,150 fine ounces or 25,198 fine
ounces per diem, against 778,763 fine ounces and
25,121 fine ounces, respectively, in 1915, and 711,917
fine ounces and 22,965 fine ounces in 1914. The
eight months yield of 1916 stands at 6,174,104 fine
ounces, or 216,938 fine ounces greater than for the
like interval last year, 642,855 fine ounces more than
in 1914 and 100,122 fine ounces in excess of the
previous record product of 1912. This latter gain,
moreover, is supplemented by augmented output
elsewhere in Africa, and it is consequently hardly to
be doubted that the gold production of the whole
of Africa, for the full year 1916, will exceed by a fair
amount at least that of any earlier 12 months’
period.

Our compilation of building operations for which
contracts were arranged at 159 cities of the United
States in August 1916 indicates a very satisfactory
situation in construction lines notwithstanding a
lesser degree of activity than recently witnessed.
For practically a year past the volume of work for
which permits have been issued from month to
month has been largely in excess of the corresponding
period of the preceding year with which it compared,
the augmentation being strikingly heavy in Jduly.
In that instance, however, the result was due to an
exceptional cause—the imminence of a change in the
building regulations of Greater New York placing
restrictions upon the height of structures, which
stimulated the filing of plans anterior to its going
into effect. Under any or all circumstances it was
but to be expected that there would be at least a
temporary let-up in activity, and what more natural
than that it should occur as the time approaches
when construction work in a large part of the country
is apt to meet with hindrances from weather condi-
tions. It is to be noted that in New England and
the Middle West division the work contracted for
in August covered estimated expenditures moderately
under last year, but the falling off loses all signifi-

cance when the magnitude of recent operations in :

those sections in extending plants engaged in war
orders is recalled.

But with the easing up of operations in the United
States as a whole there is not lacking evidence of
marked activity at individual cities. Large gains in
August, in fact, are reported from St. Louis, Kansas
City, Detroit, Minneapolis, Pittsburgh, Indianapolis,
San Francisco, Toledo, Buffalo, Seattle, Albany,
Peoria, Richmond, Dallas, Houston, Fort Worth,
Akron, Dayton, Troy and Nashville and a number
of smaller municipalities. On the other hand,
seemingly important losses at such leading cities as
New York, Chicago, Cincinnati, Milwaukee, Roch-
ester, Bridgeport and Jersey City follow marked
antecedent activity. In all, the 159cities from which
we have returns furnish an aggregate of $70,839,175
for August 1916, against $70,463,858 in 1915, and
compared with 1914 and 1913 satisfactory gains are
recorded. For Greater New York the result falls
well below that of a year ago, $11,400,097 contrast-
ing with $15,620,021, due to important losses in all
boroughs except Richmond. Exclusive of this city
the contemplated outlay under the permits issued
totals $59,439,078 for 1916, against $54,843,837 a
year ago, $53,207,700 for 1914 and $59,003,371 in
1913, with the exhibit most favorable in the Southern
and Pacific Coast groups.

For the eight months this year’s operations in
Greater New York have been much greater than in
1915 or 1914, $179,626,975, comparing with $125,-
177,087 and $105,237,260, the Borough of Man-
hattan being responsible for the gain over last year.
Qutside of this city the increase over a year ago is
97 million dollars ($509,510,729 contrasting with
$412,682,047) and for the country as a whole (159
cities) the projected expenditures involved, at $689,-
137,704, is the largest of any year in our history,
comparing with $537,859,134 in 1915 and 666
millions in 1912—the previous high record. Need-
less to say, all the various groups into which our re-
turns are segregated share in the current year's
gain.

Canadian building returns as a whole still fail to
show any mentionable recovery from the inertia in
the industry that has been a feature of operations
since the breaking out of the European war, although
in a few individual instances some activity recently
is to be reported. For August 44 cities furnish an
aggregate contemplated outlay of $4,426,691, against
$2,343,003 in 1915, and for the eight months the
identical municipalities (29 in the east and 15 in the
west) give a total of $23,535,182, or 2 million dollars
more than last year but over 50 millions less than
in 1914.

Military operations have continued active on all
the battle fronts. The Entente Powers have suf-
fered no severe reverses. They are apparently pur-
suing in a systematic way a settled policy of drawing
tighter the steel ring around their adversaries. At
any rate they have retained the offensive in all
directions. No great hope is entertained, however,
that any conclusive results will attend the winding
up of the current campaign before both sides are
forced to settle down to face the rigors of another
winter. M. Briand, the French Premier, in an
address before the Chamber of Deputies on Thurs-
day warned the Allies that they must not indulge
in an excess of optimism. “It would be harmful”
he said, “should we diminish our activity in the con-
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viction that victory can no longer escape us. Let
us cooly face the truth. The enemy still is powerful.
He will defend himself desperately to the end. He
can be crushed only by repeated blows.” The Pre-
mier concluded with an allusion to the peace to
which he said a continuance of the present effort
would lead. Thus, he declared would come “peace
by victory, a sound and durable peace guaranteed
against any return of violence by appropriate inter-
national action.” The Premier also expressed con-
fidence that the Balkan operations would prove
successful and that the action of the Allies will be
developed in all ways necessary to dissipate the
Oreintal dream of the Central Powers.”

On the Western front the village of Combles, in
the Somme region of France, will, it is expected, be
captured by the Entente forces in a few days. This
will mark another forward step of importance in
that particular campaign. The British are firmly
established in the Leuze wood, less than a mile from
the western outskirts of the village, and the French
east of it have driven their wedge in farther, cap-
turing the prize Le Priez farm, through which runs
the road to Rancourt. It is reported that the village
of Flers, a mile and one-half northwest of Ginchy,
has been captured by the British, who are sweeping
eastward toward the village of Morval, about two
miles directly north of Combles. The greater part
of the Bouleaux wood, a mile northwest of Combles,
has already been captured by Gen. Haig's men.
Along the Peronne-Bethune road to the north and
south of Bouchavesnes the Germans, according to
advices from Paris, have' vainly attacked newly won
French positions in the hope of regaining their trans-
port line to the north. All these efforts have been
without success, the French having maintained their
gains. The situation elsewhere in France and Bel-
gium seens to be without important net change.

As to Rumania, the German and Bulgarian
troops are continuing their advance in the Do-
brudja sector. Two Rumanian fortresses, Tutra-
kan and Silistra, have fallen to the invaders, but
across the mountains in Transylvania the Ru-
manians have attacked west and east of Hermann-
stadt, although the Vienna War Office claims they
were repulsed. In the Carpathians, Russians have
continued their attacks upon the Teuton forces at
Smotrec, Ludova and Capul, storming positions after
heavy preparatory bombardments. Vienna also re-
ports that these efforts were checked with very heavy
losses. In Macedonia activity is being displayed
by both sides, though it is difficult to conclude which
has been the more successful. The Serbs in the Lake
Ostrovo region are reported by Paris to have made
active progress against the Bulgarians. Berlin and
Sofia report bombardments in this vicinity but men-
tion gains for neither side. In the Doiran region the
British have taken a Teutonic position north of the
town of Mucukovo, while on the Italian Bulgarian
front the Italians are reported to have been severely
checked. The Bulgars and Germans are said to have
advanced into the Greek seaport of Kavala on the
Aegean Sea, which early in the week was reported
to have been abandoned by them. The Fourth
Greek Army Corps, which was in garrison at Salon-
iki, surrendered when the forts were occupied. It
will be sent to Germany to be interned. Berlin
states that the troops will be transported to Germany
with their entire arms and equipment, but they will
be regarded as neutrals and will enjoy the hospitality

of Germany until Greece is free of invaders. Fierce
fighting has been in progress in Turkish Armenia for
aweek and still continues in the region of Ognott, with
the tide of battle still going in favor of the Russians,
according to Petrograd. In Persia the Russians
have occupied the town of Bana, near Sakkiz. Of-
ficial reports state that the Russians have been able
to break through the Austrian lines southeast of
Lemberg and have captured Halicz.

The situation in Greece shows virtually no im-
provement. The British Legation in Athens on
Wednesday informed the American Minister to
Greece that the Greeks had surrendered to the Bul-
garians the last of the forts defending the seaport
Kavala. Many Americans are said to be in danger,
as also is the property of American tobacco com-
panies to an estimated value of $2,000,000. King
Constantine, unable to select a Premier acceptable
to the Allies, will, it is expected, be compelled to
finally turn to former Premier Venizelos, who is,
as is well known, openly opposed to the continuance
of Greek neutrality. Dispatches from London state
that although Greece is still willing to intervene in
the war, great internal discord exists, heightened
by what a prominent Greek official calls the im-
patience of Entente interests to await the end of
legitimate discussion of details. The present Premier
Zaimis was expected to bring negotiations to a
successful issue when the Ententes interfered in
Greece, avowedly for the purpose of restoring
order.

Our State Department has received formal assur-
ances from both Japan and Russia that the new
Russo-Japanese treaty does not repeal or affect the
treaties of 1907 and 1910 in which those nations
pledged themselves to maintain both the integrity
of China and the open door in China. The assur-
ances were given to American Ambassadors Guthrie
at Tokio and Francis at Petrograd, in response to
inquiries. The State Department officials permit-
ted it to be known that the statements received fromour
ambassadors were entirely satisfactory and that in-
quiries regarding the new treaty, over which they
have been considerably perturbed, probably would
not be pressed further.

The financial markets in London have been well
maintained as a whole, but have not been active
this week. The English Treasury has found it
necessary to issue a warning against speculation to
brokers who are making time commitments or enter-
ing into options. Brokers, however, are complaining
that most of this business is being conducted by un-
recognized traders not members of the Exchange,
who are taking advantage of the situation to appeal
for patronage to persons of small means, such as
munitions-workers, who are making good money and
have surplus funds for investment. A good under-
tone in the general market has been produced by the
news that at the recent conference at Calais between
the representatives of the British and French and
other allied Governments an arrangement was com-
pleted whereby France and Russia as well as Italy
are to loan gold to England, for the purpose of ren
dering their “collective financial position still more
solid,” according to a statement of M. Alexander
Ribot, the French Minister of Finance. The Minis-
ter's statement as cabled from Paris follows:
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“The confidence of Frenchmen in the future is 1£80,000,000 of London Stock Exchange loans that

absolute. The strongest proof of this is the loan we
raised last year, which furnished us with a capital of
15,000,000,000 francs, ($3,000,000,000,) and still
stands three points above the issuing price.

“The point which is occupying our serious attention
at the present moment is how to devise ways and
means to pay for our purchases abroad and to insure
greater latitude on the American market in the matter
of trade. We are endeavoring to enlarge the basis
of our commercial credit, which is somewhat ham-
pered by the methods in practice in the United States.

“In this matter we hope shortly to secure a definite
improvement. | may mention that a very satis-
factory arrangement was arrived at during the last
meeting | had at Calais with Premier Asquith and
Mr. McKenna, on Aug. 24.

“England is anxious to strengthen her gold reserve
in order to maintain her gold standard and enlarge
the scope of her credit in the United States, ihe
Bank of France has even at this stage of the struggle
a gold reserve exceeding 4,000,000,000 francs, ($800,-
000,000). We were, therefore, in a position to
promise England a considerable sum out of our
abundance. Russia also promised a certain amount
of gold and Italy likewise, in proportion to her
capacity. .

“Thus the Allies are, if | may say so, pooling thei
gold in order to render their collective financial
position still more solid. We are placing this gold
at the disposal of the British Treasury as a loan, and
the Treasury will open credit in pounds sterling in
our favor in London. The arrangement, as you see,
cuts both ways and is altogether in the common
interest of the Allies. The gold ‘loaned by us will
return to the coffers of the Bank of France after
the war.”

Some selling has taken place in London in antici
pation of the formal offering of the new French loan,
though the date of the issue has not as yet been
stated. The money situation in the British centre
has ruled active, owing to the heavy purchases of
Treasury bills which have turned funds over to
Government account. The revenue of the United
Kingdom for last week was £5,518,000 and the ex
penditure £26,998,000. Outstanding Treasury bills
were increased by £25,084,000, while the sale of
Exchequer bonds, &c., were £4,406,000. Another
block of three months’ Russian credit bills was
placed in London at 5% % , and Russian securities
in that market were firm as a result of the reported
success of a Russian loan in Japan. Some cable
correspondents early in the week intimated a possi
bility of a reduction in the Bank of England rate on
Thursday. These intimations, however, proved to
be without foundation, since no change was made in
the minimum discount on Thursday. Rumors,
more or less vague, have been received by cable
suggesting that a reduction in the Bank rate will be
necessary before a new long term war loan can be
successfully offered. It is pointed out, however,
that there is slight likelihood of an English loan being
offered until the new French transaction has been
completed. The latter is not expected to be presented
until the early part of October. It is reported that
the British Government is negotiating as an endorser
for Russia with the Japanese Government for a loan
of $200,000,000 for the purpose of enabling the Czar’s
Government to meet the heavy expenditures for
war supplies she has been incurring in Japan. A
R6yal proclamation was published on Saturday last
ordering all British subjects having claims against
enemy persons or governments to submit full details
at once. It is stated on excellent authority that

were open at the beginning of the war and the huge
amount of bills discounted by the Bank of England
have nearly all been liquidated.

British home railroad securities have been de-
pressed by the seriousness of the railroad labor situa-
tion. The railroad employees throughout the United
Kingdom are demanding an increase in wages of
10 shillings a week. At a meeting of 3,000 of these
workers at Cardiff on Sunday a resolution was
adopted threatening that unless the demand for the
increase is conceded by Sept. 16 all railway work will
be stopped in South Wales at midnight on Sept. 17.
The resolution stated also that the advance in wages
must date from July 1 and that the Government
shall give a definite guarantee that in the future
it will control the supply of food and will regulate
prices. This resolution was carried without a dis-
senting Vvoice.

The new French loan, as we already have noted, is
expected to be issued early in October. It will carry
5%, the same figure as the last loan. No limit will
be placed upon the amount of subscription. Holders
of National Defense short and long term bonds will
be allowed to exchange them for the new bonds.
The imminence of this new issue has been the source
of moderate liquidation on the Paris Bourse that has
given a softer tone to the entire market. In view
of the prospective gold shipments to London, sterling
exchange in Paris has declined to below 28 francs.
The last loan, which was issued at 87)4, now is
quoted at 90. It is announced that a new Russian
internal loan is probable in a short time. Negotia-
tions for a new French credit of $15,000,000—the
fifth order of this kind since the war started—have
been completed in New York. It has been arranged
by Bonbright & Co., of Paris, who are working in
conjunction with the Bankers Trust Co. and William
P. Bonbright & Co. of New York. As in the instan-
ces of former similar transactions, French banks will
draw their drafts against the credit in dollars.
These will be accepted and discounted by American
banks at a rate of approximately 6)4%- Provision
will be made for several installments and renewals,
making the duration of the credit one year. The
new transaction brings the total advances on accep-
tances made to the French Government through the
Bonbright interests up to $45,000,000. The same
amount has been provided by Brown Brothers & Co.,
and associates, in two credits, the first amounting to
$20,000,000 and the second, announced Aug. 24 last,
to $25,000,000. The Brown Brothers credits are
secured by foreign bonds deposited here and run for
one year, to be drawn against with ninety-day sight
drafts.

It is reported that much closer relations have been
established between the Hamburg-American and the
North German Lloyd steamship lines with a view to
the extension of German trade after peace. Each
company is reorganizing its directorate with the desire
of strengthening its financial backing. Each new
board will, it is stated, include coal and electric
interests of prominence. Arthur von Guinner, Man-
aging Director of the Deutsche Bank, will, it is re-
ported, be given a position on the board of the Ilam-
burg-American line. The bank already is repre-
sented on the board of the North German Lloyd
Co. by Paul Mankiewitz. It also has been reported
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that German shipowners have organized a strong
association to which the support of the Government
has been extended.

Advices from Berlin still report large subscriptions
to the fifth war loan. Archbishop Dalbor of the
Archdiocese of Gnezen-Posen has instructed the
clergy to invest as much as possible from the funds of
their churches inthe newissue. The German output
of pig iron during August was 1,145,000 tons, as
against 1,134,000 tons during July.

Official bank rates at the leading European centres
remain at 5% in Paris, Vienna and Copenhagen;
5j/£% in Italy, Sweden and Portugal; 6% in London
and Petrograd, and 4vz% in Switzerland, Holland,
Spain and Norway. In London the private bank
rate continues to be quoted at s~ @ 5% % for sixty
and ninety-day bills. Cables from Berlin report
43"% as the private bank rate at that centre. No
reports have been received by cable of open market
rates at other European centres, as far as we have
been able to discover. Money on call in London is
quoted at 4y i% -

The Bank of England’s return this week shows
another loss in its gold item—of £645,850. Note
circulation was reduced £143,000, while the total
reserve decreased £503,000. The proportion of
reserve to liabilities declined to 23.80%, against
23.86% a week ago and 23.92% last year. Public
deposits increased £6,928,000, while other deposits
decreased £8,710,000. Government securities were
not changed. Loans (other securities) showed a
contraction of £1,279,000. The Bank's holdings
of gold now stand at £54,695,953, against £63,737,837
a year ago, and £48,720,492 in 1914. Reserves
aggregate £37,025,000, compared with £50,672,492
in 1915 and £32,547,762 the year preceding. Loans
total £94,460,000, against £144,954,906 last year
and £113,792,525 in 1914. The Bank reports as
of Sept. 9, the amount of currency notes outstand-
ing as £120,306,198, against £119,528,924 last week.
The amount of gold held for the redemption of such
notes remains at £28,500,000. Our special corres-
pondent is no longer able to give the details of the
gold movement into and out of the Bank for the
Bank week, inasmuch as the Bank has discontinued
reporting the details.

BANK OK ENGLAND'S COMPARATIVE STATEMENT.
1916. 1915. 1914. 1913.
Sept. 13. Sept. 15. Sept. 16. Sept. 17.
£ £

28,690,340

9,029,267
42,630,190
12,453,405
26,308,517
31,761,420
42,007,766

1912.
Sept. 18.

£
31.515,345 34,622,730
121,574,686 18,643,497
90,168,083 135,042,671
34,418,357 25,669,025
144,954,906 113,792,525
50,672,492 32,547,702
63,737,837 48,720,492

£
Circulation................ 36,122,000
Publlo deposits___ 59,147,000
Other deposits......... 96,383,000
Govern't securities. 42,187,000
Other securities____ 94,460,000
Reserve notes & coin 37,025.000
Coin and bullion__ 54,695,053
Proportion of reservo

to liabilities
Bank rate...............

28,547,975
15,884,550
46,355,339
13,367,655
35,597,638
31,534,400
41,032,435

23.75%
6%

23.92%
5%

21.18%
5%

50.64%
4%

60.75%
4M %

The Bank of France this week registered a further
increase in its gold holdings of 4,280,000 francs.
As was the case last week, the gain was in the amount
of gold held by the Bank itscit, which increased from
4,243,545,800 francs to 4,247,825,675 francs, the
balance held abroad, according to the cablegram of
our special correspondent, still remaining unchanged
at 573,773,875 francs. The total holdings at home
and abroad aggregate 4,821,599,550 francs. Last
year the amount held (all in vault) was 4,437,558,542
francs, and in 1914 4,141,350,000 francs. The silver

item showed an increase of 781,000 francs for the lgther expansion of §13,265,000.

week and now amounts to 340,502,000 francs, as
compared with 364,620,597 francs last year and 625,-
325,000 francs the year preceding. Note circulation
increased 3,797,000 francs and general deposits 24,-
144,000 francs. Bills discounted show a loss of
6.513.000 francs, while Treasury deposits increased
35.601.000 francs, although the Bank’s advances de-
clined 1,600,000 francs. Note circulation is now
16.602.659.000 francs, comparing with 13,267,024,-
950 francs last year and 6,683,175,000 francs the
year previous. General deposits amount to 2,146,-
358,000 francs, against 2,541,299,000 francs and
947.575.000 francs one and two years ago, respec-
tively. Bills discounted total 381,305,000 francs,
compared with 246,202,000 francs a year ago and
advances amount to 1,171,957,000 francs, against
587.849.000 francs in 1915. In 1914 bills discounted
and advances combined aggregated 3,202,975,000
francs. Treasury deposits are 206,938,000 francs.
Last year they amounted to 75,870,226 francs and
in 1914 to 382,575,000 francs. The figures here
given for 1914 are those for the week ending July
30, the Bank having discontinued the publication of
weekly returns with the outbreak of the war.

The statement of the Imperial Bank of Germany
as of Sept. 7 shows the following changes: Total
coin and bullion decreased 845,000 marks, gold
increased 663,000 marks. Treasury notes increased
40.247.000 marks, notes of other banks increased
5.121.000 marks, bills discounted increased 64,-
735,000 marks, advances decreased 2,149,000 marks.
Investments decreased 13,396,000 marks, other
securities increased 11,085,000 marks, notes in cir-
culation increased 57,581,000 marks, deposits in-
creased 42,367,000 marks, other liabilities increased
4.850.000 marks. Total gold holdings 2,469,698,000
marks, against 2,413,833,000 marks one year ago
and in 1914, 1,580,148,000 marks.

The local money situation remains one of unusual
ease, which is not to be wondered at, in view of the
steady importation of gold from Canada. There
is much discussion among banking interests as to
the object of the overwhelming influx of the precious
metal at a time when our supplies of gold are so
large that there is virtually no desire in banking
circles for increased amounts of the metal and at a
time, too, when the British Treasury, which is the
consignor of the gold, has available at this centre
practically the entire amount of the proceeds of the
recent §250,000,000 two-year note issues. There
are some bankers who are inclined to look at the
importations as having a particular bearing on the
English financial situation and especially as a pre-
liminary for a reduction in money rates in London
for the purpose of creating a favoring atmosphere for
the announcement of a new long-term war loan.
This is a subject that we discuss at greater length in
our remarks on sterling exchange in a subsequent
paragraph. Rates for early maturities are about
\iw higher than a week ago. But the later dates
remain without quotable change. A slightly im-
proved demand has arisen for commercial paper.

Last Saturday’'s bank statement of New York
Clearing House members, which will be found in
more complete detail later on in this issue, was
hardly more favorable than those issued for the two
preceding weeks, inasmuch as loans registered an-
Net demand de-
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posits were decreased $19,888,000 and net time de-
posits $158,000. Reserves in “own vaults” declined
$40,448,000 to $401,136,000, of which $345,253,000
is specie. Last year the amount in own vaults was
$522,157,000, including $447,806,000 in specie. Re-
serves in Federal Reserve banks increased this week
$9,464,000 to $171,050,000, compared with $139,-
594,000 a year ago. Reserves in other depositories
also increased $1,422,000 to $54,619,000, against
$29,736,000 in 1915. Note circulation was decreased
$427,000. The aggregate reserve showed a decline
of $29,562,000 to $626,805,000, which compares with
$691,487,000 the previous year. Reserve require-
ments decreased $3,533,930, and the surplus reserve
suffered a loss of $26,028,070. This brought the
total ofjexcess reserves to $69,801,070— the smallest
total held for some time, and contrasting with an
excess of $224,122,990 recorded at this time last year.
Referring specifically to money rates, call loans
ranged at 2% @3%, the same as last week. On
each day of the week, Monday, Tuesday, Wednes-
day and Thursday, the rate did not vary from 3%
high, and also for renewals, and the low 2% %, but
on Friday 2% % was the low figure. Time money
has shown a hardening tendency in the earlier
dates as a result of the unfavorable interpretation
of Saturday’s bank statement, and quotations
have been marked up to 3@3% % for sixty days,
against 2% @3%; 3%@3%% f°r ninety days,
against 3@3% %, and 3% @3% % for four months,
against 3% @3%%. Five and six months were
not changed from 3% @3%%. A Year aS°
day bills were quoted at 2%%, ninety days at
2%%, four months at 3%, and five and six months
at3@3%%. Mercantile paper operations continued
to be restricted by a lack of offerings, and quotations
ruled the same as at the close of the previous week,
with sixty and ninety days’ bills receivable and six
months’ names of choice character at 3% @3 %%«*
Names not so well known still require 4%. Banks'
and bankers' acceptances are quoted as follows:

-Spot Delivery- Delivery
Ninety Sixty Thirty within
Days. Days. Days. 30 Days
Eligible member banks------------ 3% @2% 3X®2V» 3X@2X 3 ®2H
Eligible non-member bills 2U-16@2 916 27°@2M 2X@2X 3X@2X
Ineligible bills.........cccoocoeiniine 3@2X 3@2X 3@2x 3X®3

Discount rates on 15 day paper were approvec
this week by the Federal Reserve Board as follows:
In the case of the Cleveland and the Atlanta Federal
Reserve Banks 3%%; Richmond and Minneapolis
Federal Reserve Banks 4%.

REDISCOUNT RATES OF FEDERAL RESERVE BANKS.

8 a 2 §

CLASS s o 4 1 O %

OF - g g 3 @ 4 &

REDISCOUNTS. s i B £ t g 3 g 8¢
2 8 g g8 4 =

E'Ff . 2264, 988

Commercial Paper—

i 3 3 3x 3X 3x 3 . 4% 3
]_Hg 1%gqys matyrity. 34 47 4 4 4 4 4 4" 4344 A
3to 60" “ A4 4 4AH4 4 4 4 4 444 2
6Lto 90 " “ 4 4 4 4H 4 4 ax 4 A3 4 A
Agricultural and

Hive Stock Paper— 5 6 4¢5 ax5 6 5 6 5 43454

Trade Acceptances—

1 to 30 days maturity. 3x 3M 3x 3 3X 3X 3 34 ﬁ 334 %
3lto 60 *= “ - 3X 3M 3x 3M 3H 3x — 3 34 34
8lto 90 " 3K 3M 3H 4 3x 3X 334 3344 3434

Commodity Paper—.

1to %0 days maturity. . 3H 33X 3x 3 344 3 P
3lto 60 " . 3X 3X 3H3x — 3 3B44 3
6lto 90 " 3X .3X ... 3M3X ... 3 3344 3 15134

OPEN MARKET DISCOUNT AND PURCHASE
RESERVE BANKS.
Bankers' Acceptances— Authorized discount rate for all Federal Reserve banks
minimum, 2%: maximum, 4%.
Trade Acceptances— Bills with maturities of 90 days or less, purchased In open
market without member bank endorsement, by New Orleans branch of Atlanta
Federal Reserve Bank; 3H to 4%.

RATES OF FEDERAL

Commercial Paper—Bills purchased in open market by Dallas Federal Reserve
Bank; 3 to 5%. . .

Bills of Exchange—Bills purchased in open market by Atlanta Federal Reserve
Bank; 3X to 5)4%. e

Bills With or Without Member Bank Endorsement.—Bills with maturities ot 00 days
or less purchased In open market by 8t. Louis Federal Reserve Bank; 2 to 4%.

Notwithstanding the continued active importation
of gold, rates for sterling exchange have remained
pegged on an arbitrary basis and the entire position
may be fairly described as a nominal one. The
imports of the precious metal into New York for
the week show a total of $17,500,000, bringing the
amount of the current movement, which began in
May, up to $219,000,000. Besides, some $75,000,-
000 have been received at Philadelphia, $10,000,000
of that sum having arrived on Wednesday, owing to
the inability of the New York Assay Office to handle
additional metal at the present time. Some are
inclined to think that the large inbound movement
represents skillful preparation for a strain on
sterling exchange to follow an easing in money rates
in London and the contemporaneous reduction in
Threadneedle Street discount rate. Advices from
London predict that the time is not far distant when
the British Chancellor will consider it the part of
wisdom to adopt some more permanent form of war
finance than is contained in the short-term borrow
ings on Treasury bills, Exchequer bonds, &c. This
new issue is expected to take the form of a twenty-
year war loan. Whether it will be necessary to
pay more than 4% % remains to be seen. In any
event, it will be necessary to reduce materially the
Bank of England rate below the current 6% basis.
It hardly seems probable that the new British loan
will be offered until the French issue is well out of
the way. The latter is not expected to be offered
until the first week in October. Obviously, if there
should be a substantial reduction in rates for accon+
modation in London without a corresponding reduc-
tion in New York the tendency of funds would be to
come back across the Atlantic and a new crisis in
the sterling exchange situation would not unlikely
ensue. Substantially the same relative difference
between New York and London must, therefore,
prevail and the plan of the British Treasury mani-
festly is to sufficiently fortify the local money situa-
tion to encourage rates here join with London in
the latter's prospective decline. It is understood
that London banks are competing quite actively for
American funds, some paying as high as 5%, intheir
desire to accumulate large deposits. Individuals
here, too, have been large lenders at the attractive
rates that are current at the British centre.

Compared with last Friday, sterling exchange on
Saturday was not quotably changed from 4 75% for
demand, 4 76 7-16 for cable transfers and 4 71% for
sixty days. Monday's dealings proved without
special significance; the arrival of another consign-
ment of gold exercised a steadying influence and

uotations continued unchanged with demand at

75%, cable transfers at 4 76 7-16 and sixty days
at 4 71%. On Tuesday rates again remained un-
changed. On Wednesday not even the receipt of an
additional $10,000,000 of gold from Canada served
to move sterling quotations from their present rut,
and demand bills were still quoted at 4 75%, cable
transfers at 4 76 7-16 and sixty days at 4 71%. A
quiet, firm tone prevailed on Thursday, with trading
dull and lifeless, and, as usual, not a ripple in sterling
rates, which remained pegged at the same figures.
On Friday the market ruled slightly higher for cable
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transfers, but otherwise there was no change from
the ruling figures. Closing quotations were 4 71%
for sixty days, 4 75% for demand and 4 76 7-16@
476% for cable transfers. Commercial sight fin-
ished at 4 75 9-16, sixty days at 4 70%, and ninety
days at 4 68%; documents for payment (sixty days)
closed at 4 71 and seven-day grain bills at 4 74%.
Cotton and grain for payment finished at 4 75 9-16.

The Continental exchanges continued to show a
considerable degree of activity. Francs furnished
the week's outstanding feature, advancing at one
time to as high as 5 85% for sight. This improve-
ment was held to be a result of the arrangement en-
tered into at the recent conference in Paris with a
view to maintaining the exchanges between London
and Paris at a given level; while the further progress
of the French troops also exercised a strengthening
influence. German exchange again ruled weak and
additional declines were recorded in the initial opera-
tions, although later in the week there was a partial
rally and banking support induced fractional ad-
vances. Rubles suffered a setback. On Wednesday
the price broke to 31.50, which contrasts sharply with
the rate of 34.50 reached a week or so ago. Fairly
liberal offerings coming on a dull market almost to-
tally devoid of buyers was held responsible for the
downward movement. Lire also experienced a more
or less natural reaction from the high point of the
previous week. Kronen shared in the weakness of
reichsmarks. Demand bills on Berlin finished at 70
and cables at 70 1-16, against 69% and 69 5-16 a
week ago. Kronen closed at 12 03, comparing with
12.05 last Friday. The sterling check rate on Paris
finished at 27.90, against 28.00% the week pre-
ceding. In New York sight bills on the French cen-
tre closed at 5 86 and cables at 5 85%, which com-
pares with 5 88% and 5 87% at the close on Friday
last. Rubles finished at 32.25, as against 32.90 a
week ago. Lire closed at 6 45 for bankers’ sight and
6 44% for cables. The week previous the close was
6 42% and 6 41%, respectively.

In the neutral exchanges increased firmness was
evident, so far as Scandinavian exchange is concerned.
Guilders, however, still ruled weak. . Trading was
not active. Bankers' sight on Amsterdam finished
at 40% plus 1-16, against 40 13-16; cables at 40 13-16
@40% minus 1-16, against 40%; commercial sight at
40 11-10@40% (unchanged), and commercial sixty
days at 40 9-16 (unchanged). Swiss exchange closed
at 533 for bankers’ sight and 5 32% for cables,
against 5 31j/2 and 531 last week. Greek exchange
(Which must still be classed nominally as neutral)
continued to be quoted at 5 15% for sight bills.
Copenhagen checks finished at 27.85, compared with
27.20. Checks on Norway closed at 28.70, against
28.05, and checks on Sweden finished at 28.75, which
compares with 28.10 last Friday. Spanish pesetas
closed at 20.14. A week ago the close was 20.15.

The Newr York Clearing House banks, in their
operations with interior banking institutions, have
gained 82,895,000 net in cash as a result of the cur-
rency movements for the week ending Sept. 15.
1heir lIcccipts from the interior have aggregated 89 -
016,000, while the shipments have reached 86,121 -
000. Adding the Sub-Treasury and Federal Reserve
bank operations and the gold imports, which together
occasioned a gain of 845,931,000, the combined result
of the flow of money into and out of the New York

banks for the week appears to have been a gain of
848,826,000, as follows:

Week ending Sept. 15. Out of

Banks.

Into
Banks.

$9,016,000
64,271,000

Net Change in
Bank Holdings.

Banks Interior movement

Sub-Treas. & F. It. oper. * gold Imp'ts $6.121,000 Gain  $2,895,000

18,340,000 Gain 45,931,000
Gain $48,826,000

The following table indicates the amount of bullion
in the principal European banks:

Sept. 14 1916. Sept. 16 1915.

Banks of

Gold. Slicer. | Total. | Gold. Silter.

£

| Total.

£ £
63,737,837
14,584,848 192.087,208
2,150,250 122,860,400
4.093.000 162,672,000
12.140.000 63.718.000
29.480.000
4.670.000
157,500
600,000

£ £
54,695,953 63,737,837
13,531,120 183,444,147 177,502,360
1,188,250 124,673,200 120,710,150
8.303.000 163,233,000 158.579,000
12.140.000 63.718.000 51.578.000
30.324.000 76.341.000 29.355.000
3.703.000 41.813.000 45.811.000

621,700 49,360,700 31.644.000

600,000 15.380.000
9,624,900
6.299.000
5.946.000
3.434.000

70,628,070
’ g 809,177,800719,601.247
70.798,430 809,599,965 72936010143

2dG°broad!ding3 °f the Bank °f France thls year »re exclusive of £22,950,955

£
England.. 54,695,953
Francea.. 169,913.027
Germany. 123,484,950
Russia *.. 154.930,000
Aus-llun.c 51.578.000
Spain 46.017.000
Italy.. ... 38.110.000
Netheil'ds 48.739.000
Nat.Bcl.h 15.3.80.000
Switz-land 11,195,800
Sweden .. 9.210.000
Denmark.  8.969.000
Norway.. 6.327.000

58.835.000
50.481.000
31,801,500
15.980.000
9,624,900
6.299.000
6.255.000
3.434.000

15.980.000
11,195,800

9.210.000
217,000 9.186.000
6.327.000

309,000

Tot. week. 738.549,730
Prev. week 738.801,535'

68,184,598 787,785,845
68,233,640 788,593,651

hYe July 38 4814NR Bed AR ™ HinfYicidiedaadeh Kstl edigld abroad
MAINE ELECTION AND PRESIDENTIAL
CAMPAIGN.

A tradition which has long held sway in Presiden-
tial years the drawing of inferences from State elec-
tions in the early autumn as to electoral results for
the whole country in November—has been somewhat
vigorously revived this week. The Maine election
last Monday, for Governor, Senators and Represen-
tatives, had been a matter of the keenest political
interest in advance. | he State had been canvassed
by the best stump speakers of both parties. The
actual returns have been studied closely, with a view
to their indication regarding the national vote.

Maine is practically the last State left to serve this
purpose. The “October elections” in Ohio and In-
diana, which as far back as the Civil War used to re-
assure or discourage party leaders in the national
contest, were abolished many years ago. The Ver-
mont State election continued to be held in the first
week of September up to the Presidential election of
1912; but that symptomatic event is also now abol-
ished. All of those States at present hold their
State elections on the same day as the national vote.

I he fact that Maine alone remains added particu-
lar interest to this week’s results. Yet Maine has
failed during many past years to be an accurate and
trustworthy barometer of national results. Its case
has not been that of Vermont, whose prophetic
powers sometimes appeared to have something of the
occult in them. Since the foundation of the Re-
publican pai ty, a Republican plurality of more than
25,000 in the Vermont September elections had in-
vai iably signified Republican success in the whole
country in November, whereas a Republican plurality
less than that figure meant Democratic national vic-
tory. To this singular rule there had been only two
exceptions in half a century—those of 1876 and 1864,
when the Vermont September election indicated
Democratic success, yet when a Republican Presi-
dent was inauguarted the next March. Yet those
were exceptions which proved the rule; for 1876 was
a disputed election, in which most people now believe
that the Democrats really won, and in 1864 the State
vote of Vermont was cast when even Lincoln believed
that he would not be re-elected, and in a year when
the national result was probably determined by mili-
tary successes after September.
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Maine has no such record to appeal to. It is true,
the qualities of the State in this regard have been
chronicled in a famous campaign song, familiar to
political history of the past generation. School boys
used to read of the old political slogan:

“ O, have you hoard the nows from Maine?
How she went, hell-bent, for Governor Kent,
And Tippecanoe and Tyler, too."

But this was in 1840; since then, Maine has in
point of fact been an extremely erractic political
indicator. In the “Republican year” 1880, the State
went for a Democratic fusion ticket. In 1884 it
gave Blaine a very large September majority, yet
he was defeated in November. In 1908, the year
of Taft’'s heavy majority in the national election,
Maine gave a September plurality of only 7,653 to
the Republican candidate for Governor. Even in
1912, the year of Wilson's victory, the Republican
plurality in the September vote was 3,300— though
it should be observed that no Progressive candidate
ran that year for Governor.

Maine’s Republican plurality of something over
13.000 this week is greater than its September
plurality of 1908, but barely one-half the 26,800
Republican plurality of September, 1904, or the
34,300 of 1900. But the larger interest among
political statisticians was directed to the probable
showing as to redistribution of the Progressive vote,
which had so much to do with results in elections
of 1912 and 1914. The September total vote of
1912 is not a fair test in this regard, since no Pro-
gressive candidates ran for State offices. But at
the Presidential election that year, Wilson received
51,113 votes in Maine; Taft, 26,545; and Roose-
velt, 48,493. In other words, Wilson stood in a
plurality of 24,568 as against the Republicans alone
(Taft), but in a minority of 23,925 as against the
Republican and Progressive vote combined. If the
Progressive votes of 1912 had been altogether drawn
from the Republican party, and if all were to return
this year, obviously Mr. Wilson's outlook would be
discouraging. But that is the very question at issue.

Monday'’s results, so far as compiled, show the
Republican vote to be practically 80,000; which is
5.000 more than the Republican and Progressive vote
combined in the Presidential election of 1912, and
53,500 more than the vote of the Republican Party
alone, that year. The Democratic vote of last
Monday increased 15,400 over the party's Presi-
dential vote of 1912. The Democratic vote also in-
creased 4,500 over its vote in the Governorship elec-
tions of two years ago, and the Republican vote was
2,800 above the combined Republican and Progres-
sive poll of 1914. These are somewhat bewildering
results, especially in view of the unexpectedly, and
as yet unaccountably, large increase in the total
poll over the State’s Presidential vote of 1912, How
much of this increase was due to increase in popula-
tion, how much to the drawing out of a stay-at-home
vote of previous years, and how much to redistribu-
tion of the Progressive vote between the Republicans
and Democrats, it is impossible to say. That the
total vote of Monday should have exceeded the
Presidential vote of 1912 by 26,000 is a fact which
confuses all inferences; not less so, when it means that
the combined increase of Republican and Democratic
votes over the total Presidential vote of 1912 is much
more than the total Progressive vote of that year.

It was never possible to admit, as has occasionally
been alleged, that the entire Progressive vote of four
years ago, even in Maine, was drawn from the Re-

publican Party. In fact, the point occasionally made
by Republican statisticians, that Wilson'’s total vote
in the whole United States in 1912 fell 100,000 or
more below Bryan’s vote of 1908— this notwithstand-
ing the four years' increase in population—itself dis-
proves the assertion. The bare comparison of last
Monday'’s votes with those in November 1912 might
seem to indicate that, since the Republican vote has
increased 76% and the Democratic 24%, that was the
ratio in which the Progressive Party of 1912 drew on
one or the other party in that year. Imagining that
to have been the ratio in which the Progressive vote
of that year drew on the two older parties in the
country as a whole, this year’s return of the Progres-
sives to their older affiliations would leave the Re-
publican Party next November more than half a
million votes below the Democratic Party’s poll.
But few serious political observers will draw that
conclusion. Even as regards the Maine election, the
fact that the total vote cast by all parties this week
was at least 146,000 as compared with 129,600 in
November 1912 renders any such calculation inad-
missible.

On the whole, inferences drawn by politicians have
been chiefly based on the fact that redistribution
of the Progressive vote has left Maine with perhaps
slightly more than the average Republican plurality.
Exactly how much this means as a forecast remains
to be seen; but it has obviously encouraged the
Republicans and discouraged the Democrats. In
two other respects the result is politically interesting.
Mr. Hughes's vigorous denunciation of President
Wilson’s surrender to the railroad labor unions, and
of his forcing Congress to yield to hold-up demands,
was deprecated by the Republican managers as
likely to have a bad effect on the vote in Maine.
Of this there is no sign. In the second place, such
return of Republican success as has occurred in
Maine this week could in no respect have been due
to the professional German-American agitation.
Out of 110,000 foreign-born citizens in Maine by
the Census of 1910, and 135,000 of foreign parentage
—only a portion of whom were voters there was
the slightest imaginable proportion of Germans.
Therefore, the Maine result has in no respect fore-
shadowed the political effect of the alleged attitude
of a pro-German vote against Wilson and in favor
of Hughes.

Beyond this, it is difficult to draw inferences;
except that the tendency in Maine, and perhaps
elsewhere, is for the Republican Party to resume its
former pluralities in the States which for many
years supported Republican candidates. Appar-
ently, the belief in this, which had visibly decreased
after Mr. Hughes’'s somewhat uninspiring Western
speeches, has increased again since Wilson's action
on the railway union’'s threat and Hughes's denun-
ciation of it. The Wall Street betting odds, which
have always had a curious way of indicating cor-
rectly the trend of things in national campaigns,
appear to confirm the existence of this belief. Yet,
after all, the campaign is hardly more than in its
beginning, and Maine is a highly uncertain indicator.

IGNORING THE CONSUMER AND INVESTOR.
In all the continual struggles for the sharing of the
good things of this life, including therein the assumed
boon of comparative comfort and ease, it has been
remarked that the consumer is the forgotten man,
for whom nobody seems to care and about whom few
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do any thinking. He is everybody, and a proverb
tells us that everybody’'s concermn is nobody's. All
waste, carelessness, selfishness and blundering, either
in legislation or in action otherwise, find their way to
this universal and uncared-for person, and seat them-
selves upon his neck. He feels the weight, anc
grumbles at it, but does not understand whence it
comes, and is apt to clamor blindly for more meddling
legislation to cure what that same legislation has
wrought. The practical difficulty is that in all the
selfish grabbing (of which we had one striking instance
last month) the thing grabbed for is near and looks
large, while the ultimate effect on the grabber in his
role of consumer is dim in the distance.

The consumer is unorganized and therefore power-
less. There is another very multitudinous and mis-
treated person (using that word very generically)
who is also unorganized: the investor.

The “Big 4” contention that the railways, and not
the public, oown the railways is so plainly a mere
trifling with language that it is unworthy of any
attention. The wide distribution of railway owner-
ship, indirectly as well as directly, has been often
pointed out by the “Chronicle,” and reproduction of
many detailed figures is unnecessary, yet a few may
be given. The Chicago Bureau of Railway News
and Statistics reports that in 1915 19,457 banks
held about 1,265 millions in railway securities, one-
third of their total investments in bonds of any de-
scription. The savings banks in this State have
nearly 15% of their resources in railroad bonds.
Nearly six years ago President Ide of the Home Life
of this city told the Inter-State Commerce Com-
mission that his own company had 37.5% of its
assets inrailroads, and as nearly as he could learn the
life companies operating in this State held one-
eighth of the entire railway bond issues in the country.
He said then that whatever affects the roads un-
favorably must hit the 20 million policyholders and
“it is not necessary to reduce railroads to a condition
of bankruptcy before the value of the underlying
securities is affected.” He is so much impressed
with this that he printed his remarks, with some other
matter upon it, in 1913, and has now reprinted
them.

It may be said without qualification that there is
hardly a corporation of any kind (including educa-
tional, philanthropic, or whatever else) which is not
more or less founded on railroad securities, if it has
any investments. Beyond direct ownership, there
is no thrifty person who is not at least indirectly
concermed through his depository of savings;, what
the corporation and the private person stand on is
itself standing largely on the railroads. The “Big
4” boasted that they were well prepared for a siege,
for they had 15 millions put by; if that was true, it
would be interesting to know where it was kept, and
whether these men had considered their own relation-
ship, as savers and investors, to the roads which they
threatened to starve into submission.

Now Mr. Robert L. Chamberlain of Englewood,
formerly an officer of the Investment Bankers’
Association, proposes a specific movement for organ-
izing an Investors’ Union, and lie suggests that those
who have sold railway securities to the public and
the corporation heads who have put the public's
savings into them are the proper parties to lead in
such a movement. He thinks the Adamson law
might be more appropriately put to test by such an
organization than by the railway officers directly,

and he calls on individual holders to remember and
use their voting strength in a protective capacity as
investors. All talk about the good sense and the
sense of justice in the American people seems to him
vague. The politicians care for nothing except the
number of votes to be gained or lost, and he thinks
if security holders imagine the cost of the “surrender”
is to be laid on the public at large they will find them-
selves mistaken, “as the farmers and shippers and
uplifters in general will oppose any raise of rates, at
least until the railroads are almost bankrupt.” But
if a permanent organization is once started, with
branches in each State, and with a salaried head to
stay in Washington “and keep tab on our cowardly
lawmakers,” he thinks there will be no more sur-
rendering. .
This suggestion of getting together by investors
is not now made for the first time, just as it has been
said several times in the last two years that business
men as such ought to organize for self-defense. There
are difficulties, and it seems questionable whether
enough cohesion and initiative to be of any real
service could be obtained; yet it is not surely im-
possible, and the occasion for some awakening and
stirring is very clear. At least, it seems too plain
to need urging that managers of savings banks and
life insurance companies owe some duty, beyond a
passive waiting upon events, to the owners of the
savings which have been committed to their care.

THE CRUX OF THE LOCAL TRACTION TROUBLE.

The local traction trouble is still not ready for
dismissal as a current topic, because the disturber
from the outside has been clinging to the hope of
retrieving something from his evident defeat. Early
in the week he was aggressive in speech.  There was
to be a sympathetic strike among many trades, which
might involve 400,000 or more workers and would
seriously plague the city. Mr. Gompers was brought
here to help save the day, but after attending a meet-
ing lie issued a cautious statement of sympathy and
of promise of support, yet declined to commit the
American Federation of Labor to such a folly, thus
showing again that he possesses shrewdness. The
subway was to be fought (said the outsider) by
cutting off its fuel through sympathetic action of the
longshoremen and others who handle coal at this
port; it was also to be hit by coaxing off the men in
its powerhouse.

The subway and elevated lines have not been
seriously disturbed, and the grip of the strike on the
surface lines has been loosening, although there has
been enough to cause much inconvenience.

It has been made still plainer that the struggle is
not over theright to organize, but over the control of
organizing, and that the entire trouble continues, as
it began, merely one of outside interference. Mr.
Fitzgerald says he is standing for liberty, and that the
Interborough’s “master and servant” agreement
means slavery. He protests that the men were
coerced or deceived into signing, and that they did
not know the purport of the contract; but there is
no evidence that they did not act voluntarily, and
if they did not understand what they were doing they
are incapable of understanding, which is an impolite
suggestion on his part. He tells them they have
tied themselves up for two years and in that term of
subjection cannot strike if they would;, so he im-
plores them to strike now and upset the whole, since
the company refuses to cancel the pact. He is con-
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cerned lest the city become involved in financial loss
because the Interborough is wasting money in fight-
ing himself. Having coaxed or frightened off some
of the men, he tells the Public Service Commission
that the lines are violating the “full crew” law by
sending out trains undermanned, at a hazard to the
public safety. With admirable assurance, and
backed by Mr. Gompers, he appeals to the public to
aid labor by boycotting these recusant lines; they
might buy automobiles or walk, and it is an implied
suggestion that thus the danger of being hit by a
brick or a bottle will be less.

Fitzgerald is fighting, he says, for the right to
organize, meaning (what he is not frank enough to
say) the power to compel men to oragnize under a
central outside control, at present in his hands.
Obviously, the right to organize means the right to
select one’s organization, and the Interborough men
have selected theirs, to be local and their own. To
Mayor Mitchel and Chairman Straus the company re-
plies that of its total 11,800 men 10,306 (seven-
eighths) have signed an agreement and it cannot
arbitrate its right to enter into agreement with them
nor its own good faith in so doing. The N. Y. Rail-
ways Company replies that it cannot arbitrate “the
causeless desertion” by its employees who struck
while their differences were in course of adjustment
under the treaty of Aug. 6; both companies also say
that further conferences with men who break their
agreements “would get us nowhere” and they will
have nothing more to do with the Amalgamated
Association of Street and Electric Railway Employees
but “they will continue their unabated efforts,
against all opposition, to maintain the service which
it is their public duty to afford.”

This is a very clearly-drawn issue, and there have
not been, at any time, any differences between com-
panies and employees which could not and should
not have been settled between themselves; the whole
trouble arose in the coming of outsiders, avowedly
to organize and control the entire traction system of
the metropolis. An agreement has been made to
refer all future differences to arbitration, but there
is nothing at present to arbitrate, unless some minor
matters which are not making any difficulty. The
right to organize and to contract is not arbitrable;
concede that it is, and we should have to submit
everything to arbitration, including the right to
arbitrate.

The good intentions of the Mayor and the Public
Service Commission may be admitted, but they
would be much better employed in sustaining the
companies in keeping their pledge to maintain the
service. The public interest does require uninter-
rupted traffic, but attempts to attain this by patching
and compromising and surrendering to organized
disturbance (especially when that comes from the
outside) are the wrong way of going about it. Let
us not have any of the Washington abandonment of
rights for all time in order to escape present incon-
venience and conciliate the labor vote repeated
here.

There could not be a better means of reaching a
permanent modus vivendi between companies and
employees than a voluntary contract for a term of
years; that method means industrial peace, and for
that very reason is hated and fought by the well-
paid agitators who could not hold their pleasant jobs
unless there were periodical outbreaks. If it be true,
as asserted, that neither company nor men cares about

the public interest and convenience, then let the
public care for that itself. The way to keep organ-
ized labor within the lines of peace and decency is to
meet it squarely and beat it, when it dares an
attack like this, not to bow before it and surrender
to it, rather than endure a temporary inconveni-
ence.

THE DENVER & RIO GRANDE REPORT.

After two years of falling traffic and revenues, the
Denver & Rio Grande in the year under review
encountered favorable conditions once more, and the
results are reflected in a noteworthy way in the
annual report now before us. With growing pros-
perity in general trade, and with the mineral industry
of Colorado once more in a state of activity, the
Denver & Rio Grande had an opportunity to show
its capacity for enlarged public service with con-
comitant development of revenues, and the oppor-
tunity was availed of to the utmost. From the in-
come accounts for the year it is apparent that the
road was in the right state of preparedness for dealing
advantageously with just such a situation. In the
two years preceding the management had shown
how it could cope with a period of adversity. In
the twelve months ending June 30 1916, on the
other hand, it demonstrated that previous planning
and efforts had put the property in position to reap
the benefits flowing from the advent of good times
and an increased demand for railroad transportation
facilities.

As compared with the twelve months preceding,
there was a marked expansion in the traffic and
gross revenues of the system, the total of the latter
having advanced to the largest figure in the history
of the company. The gain in gross for the twelve
months was 83,066,848, or 14.05%. But that is
not the most noteworthy feature in the year's record.
Other roads are distinguished by equally, if not more
striking, expansion in gross revenues. What at-
tracts particular attention in the Denver & Rio
Grande case is that the extra volume of traffic (the
traffic statistics show that the freight traffic increased
25% as measured either by the number of tons of
revenue freight actually handled, or the number of
tons of revenue freight carried one mile, the increase
in the one case having been 25.10% and in the other
24.97%), was moved with very little addition to
expenses, leaving the greater portion of the
gain in gross to count also as a gain in net. With
$3,066,848 gain in gross revenues, the increase in
operating expenses was only 8449,739, to which was
added 870,855 increase in taxes and 8155 increase in
a minor item, leaving a gain in net of 82,546,098 or
over 39%. Such results are evidence that the heavy
outlays made in recent years for the express pur-
pose of promoting operating efficiency have borne
fruit.

The late year’'s progress, however, does not, by
itself alone, furnish a full measure of what has been
accomplished in that respect. The truth is, the
progress has been cumulative and continuous, and
the achievements of the late year assume additional
significance when considered in connection with the
antecedent achievements in the same direction. We
have already indicated that the twelve months pre-
ceding were a period of depression and falling reve-
nues. That statement applies as far as traffic and
gross revenues are concerned. In the matter of net
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earnings, though, the falling off was more than
offset by growing economies of operation. Even in
the year before that, great strides forward had been
made in operating efficiency. The figures for the
last four years, when considered together, tell an in-
teresting story in that regard. It is not possible to
make direct comparison of revenues and expenditures
for these four fiscal years, owing to changes in the
classification of both revenues and expenses pre-
scribed by the Inter-State Commerce Commission.
As indicating, however, the nature of the results, we
may note (as we did in our review for the previous
fiscal year) that in 1913-14, on the old basis of
accounting, there was a decrease of $1,285,913 in
gross operating revenue with a decrease of only
$266,591 in the net revenue, while in 1914-15 there
was, on the new basis of accounting, a further loss in
gross of $1,770,405, but attended by a reduction in
expenses of $2,170,898, thus producing an actual
gain in net for that year of $400,493, the figures in
both cases being stated without deducting the taxes
which, as in the case of other roads, have been
steadily increasing. The improvement in 1915-16
comes after this marked improvement in the years
immediately preceding. The further increase in net
in 1915-16 on this basis—that is, with the taxes
eliminated—is $2,617,109, the increase of $3,066,3848
in gross revenues having been attended by an aug-
mentation in expenses of only $449,739.

In the transportation expenses, which furnish the
true basis of operating efficiency, the increase in
expenses in the year under review was no more than
$209,612, or but 3.33%. It is pointed out in the
report, in incidental reference to the subject, that
cost of conducting transportation in the late year
formed only 26.12% of the gross operating revenues,
as against 28.83% in the previous fiscal year, and
comparing with an average ratio for the five previous
years of 32.22%. Bearing in mind that the freight
traffic in the late year, as already pointed out, in-
creased 25%, the increase of only 3.33% in cost
of conducting transportation throws a flood of
light on the way operating efficiency has been
advanced.

How the achievement was effected become”™ mani-
fest when we turn to the transportation statistics
and find that the large addition to traffic was handled
with scarcely any increase in freight-train mileage.
In 1915-16 the freight trains ran 3,549,849 miles in
moving 1,853,712,201 tons of freight one mile
(company freight included), and in 1914-15 they ran
3,501,537 miles in moving 1,515,472,157 tons one
mile. This means that on top of the great increase
in the lading of the trains in the years preceding
there was an even more striking increase in the late
year.

In 1913 the train-load of revenue freight was raised
from 264 tons to 305 tons; in 1914 it was brought upto
337 tons and in 1915 to 383 tons, while now for 1916
there has been a jump to 472 tons. Including com-
pany freight the average lading of the trains is now
over 522 tons, as against 433 tons in 1915, 390 tons
in 1914, 345 tons in 1913 and only 299 tons in 1912
In four years, therefore, the average train-load has
been raised about 75%.

Obviously, by adding to the train-load and dimin-
ishing the train-mileage it is possible for a train crew
to handle a much greater volume of traffic without
adding to the number of employees, thus in a measure
offsetting the rise in wages. Another advantage is

the ability to increase the earnings of the trains
per mile run, in face of a decline in freight rates. In
the late year the rate realized per ton per mile wasonly
1.092 cents, against 1.186 cents in 1915, 1.201 cents
in 1914 and 1.194 cents in 1913. Nevertheless, on
account of the development of the train-load, a
wonderful increase has been established in the train
earnings per mile. In the late year the freight train
revenue per train mile was actually in excess of five
dollars, being in exact figures $5.15919. This conm
pares with $4.54 per train mile in 1915; $4.05 per
mile run in 1914; $3.64 in 1913 and no more than
$3.19 in 1912. From this great advance in revenues
per unit of traffic, we gain an idea of what has been
accomplished in the way of bringing operations to a
more profitable basis.

Of course, these operating achievements would not
have been possible except for the additions and im-
provements in recent years to road and equipment,
in part through new capital outlay, but in part also
through the appropriation of surplus earnings. In
view of what has been accomplished through these
outlays, it is gratifying to learn that the late year’s
surplus earnings are to be employed in the further
extension of the road's facilities. Certain remarks
in the report make it plain that the management is
committed to such a policy .

In the immediate past of course surplus earnings
available for improvements and additions have been
rather limited, but in the late year, under the great
increase in net earnings, the balance above fixed
charges for the twelve months was $3,816,088,
this comparing with only $1,418,730 in 1914-15,
giving an increase of over 168%. Of this balance
of $3,816,088, no less than $2,300,000 has been set
aside in a trust to purchase new equipment and $287,-
398 has been contributed to the renewal fund and the
sinking fund under the first and refunding mortgage,
making $2,587,398 together. Even then, $1,228,-
690 of surplus income remained to be carried to the
credit of profit and loss.

The report points out that during the last four
years about 2,500 freight cars and 35 locomotives
were retired from service on account of age and in-
efficiency. To partly replace the equipment retired,
the Board of Directors have authorized contracts
for modern heavy freight locomotives and freight
cars of steel construction (all standard gauge), aggre-
gating in cost about $2,300,000 and the trust fund
out of current revenues just mentioned will
pay for this equipment as and when deliveries are
made.

During the year the funded debt was decreased
$510,000 by the purchase in the open market of $360,-
000 of Denver & Rio Grande 1st. and refunding 5s
for the sinking fund, and the redemption and cancella-
tion of $150,000 equipment trust bonds. Cash on
hand during the twelve months increased from $2,-
692,625 to $4,220,769.

The relations between the Denver & Rio Grande
and the Western Pacific, on behalf of which latter the
company made such heavy sacrifices, still remain
unsettled, but as the Western Pacific was sold under
foreclosure on June 28 1916 the hope is expressed
that by negotiations later on, mutually advantageous
readjustment of financial relationship between West-
em Pacific interests and the Denver & Rio Grande
will be established. It is also pointed out that the
revenues of the Western Pacific have considerably
improved.
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MEETING OF THE AMERICAN BANKERS”’
ASSOCIATION.

The coming session of the A. B. A. should be one
of the most important and influential ever held by
this body. Conditional elements forecast this.

The meeting is to be held in the centre of the con-
tinent. A two-hundred-and-fifty-mile radius meas-
ures a magic circle around Kansas City, ©ne of the
richest productive areas in the world, certainly the
richest in the United States. Kansas City, therefore,
has an almost certain future in growth and is repre-
sentative of the city and country life of the Mississippi
Valley. It is not invidious to say that in this valley
is to be found the typical American citizen, as a
product of the mingled streams of Cavalier and
Puritan, and as a product of the concentering activi-
ties of transcontinental trade.

Already the renown of the hospitality of the wel-
coming city runs in advance. So that as far as
“atmosphere” is concerned the meeting is ideally
placed for an untrammeled expression of the aims and
interests of our bankers in their relation to the spirit
of the times and the masses of the people.

It happens, auspiciously we think, that the coming
meeting will be presided over by a President chosen
from the Central Pacific Coast, assisted by a Secre-
tary from the City of New York—while the centre of
population will be just east of the Mississippi River.
The perennial harvests of an inexhaustible region
will have been gathered. If we have real prosperity
at the present time it will be evidenced by the
judgment of the people of this section. And if we
have a foreign policy it should engage the approval,
or the reverse, of the perhaps calmer feeling of this
interior empire, which must ever be the potential
strength of the Republic.

At the same time all sections will come together,
with conseguent interchange of views, at a common
centre. Because of these things, and because nat-
urally a greater number of country bankers will
attend than usual, representing the typical country
bank under its most normal development, banking
expression should become typical of banking needs.

The meeting will be held for the first time after
what may be termed the first complete operation of
the Federal Reserve Act. All the insistent questions
of this revolutionary change in our banking practice
may be discussed with a full voice. New York City
will send its usual contingent, while nearby Chicago
and St. Louis may be expected to have an even greater
proportionate representation. Then it will be noted
that, traveling to the northwest and west from the
place of meeting, the small bank, principally under
State control, with capital below the national mini-
mum of $25,000, grows enormously in numbers. So
that no place could have been chosen where the local
and national needs of commerce are more in evidence,
where banking conditions find more complete ex-
pression, and where opinions of the Federal Reserve
Law in its relation to the bank, country and city,
and to commercial exchange and business needs, can
be more collectively obtained. Great good should
obtain from interchange of views under such aus-
pices.

A glance at the program discloses eminent speakers
from remote sections of the country, but we are
inclined to the view that from the meeting's open
forum must come its true expression of judgment

that at this time this should be full and free.

It may well be asked whether the Association is not
tending in the direction of creating too many sep-
arate sections. Naturally the mere machinery of
such a large working body must be divided up in
order that progress may be made. But unity out of
diversity is the trend of the administrative helpful-
ness of banking law, is the special mission of the
Federal Reserve Act, and members of this Associa-
tion, we feel, should come together as nearly as
possible as representative units of commercial bank-
ing, regardless of whether they be under State or
national law. Only thus can there be a full and fair
test by interested experts of the operation of this new
Reserve Act.

Perhaps we can convey our idea in another way.
A bank, large or small, must exist and function under
local conditions, needs and wants. It is formed by
them, out of them, to some extent fosters and
molds them. This is the reason for our system of
independent banks which we are unwilling to surren-
der for any other. But a bank which is solely pro-
vincial is not progressive. To unify in a banking
system these independent integers, what should the
individual bank be asked to surrender? A determi-
nation of this will solve the problem of the par-
clearance plan but recently inaugurated and solve
it correctly.

Take, for example, the hundred-year-old New York
bank, budded upon a hundred years of New York
commerce, a commerce supplying the needs of a
developing interior continent. Certainly, in the face
of this accomplished interior development, with Chi-
cago and St. Louis on the map, the New York bank
must lose relatively in its deposits from the interior,
and gain more than it loses by its deposits drawn
from a world-trade that touches all the continents.
Whether it will or not, it must meet these new con-
ditions, and this we believe is the theory on which
regional banks under the Federal Reserve Act have
been established, and upon which complete par clear-
ance will have to be predicated. It follows that if
there should be a violation of this principle by the
administration of the law by the Federal Reserve
Board, for instance by the concentration of gold
outside normal banking influences, New York banks
would suffer, and a tendency created which would be
antagonistic to a natural unity.

Coming together untrammeled by provincial in-
fluences the public discussions and the resultant con-
clusions of ai our bankers at this coming meeting
should guide the way. Tremendous commercial
needs impend. A new banking “system” is under-
going the test of initial operation. We are in the
midst of a campaign. Let entertainment wait upon
the “regular order,” and let there be full and free
discussion, as we doubt not there will be, of these
grave questions of the hour.

RAILROAD GROSS EARNINGS FOR A UGUST.

Returns of railroad gross earnings continue of the
same favorable character as heretofore. Trade
everywhere throughout the country is large and
active. Passenger travel is on the increase. In the
West the grain movement to market is of exceptional
proportions by reason of the stimulus afforded by
high prices, and even the cotton movement in the
South is running ahead of last year notwithstanding
impaired crop prospects.

According to our early compilation for the month
of August, which we present further below, 44 roads,
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operating 92,655 miles of line (including the Canadian Mileage. Gross Earnings.
Pacific, the Canadian Northern and the Grand Trunk Aug. 3L.  eYear Year In- Year Year Increase (+)

R iGlven. Preced cr'se.  Given. Preceding.  or Decrease (—).
of Canada) earned $85,956,786 in August 1916, Roads Miles. Miles. o s S %

1 L Iin- 1890 116 8.8,742 88,00b 0083 287, 248 002 272,090,995 + 14,551,007 5.33
e o e 516,608 78 o over pave. i i N 080 18 Zelsd mibeny Lo tn
e o T oy Poa 1m0 2 auiss lesatlis sl iie: oo
o o Only one exception, namely the Toledo Peorla wen— ‘% st oram L iirieis achoes i

; . : : : :
& Western, which has fallen slightly behind, every 1905 10 98126 96047 2.10 530'023.085 475'399.310 + 6‘1‘%1 32 1290
one of the roads participates in the improvement. e & §§i§§ zéé% 238 o384 e +_%g L T
i i s 5 2.59 575 472 092 498, 726 455 + §
The gains come from all sections of the country ggg: gz ggggf g(z)%%]{-g (i%l 630,734,004 575,891,850 +gggﬁ§g&f ig%
g 3 422,122,512 507,168,353 — X
and from all classes of roads, and not a few of them 1909 29 78484 77217 1.65 409593132 367.711.841 + 41,881,291 11.40
. . 1910 45 81,421 78,432 3.81,'452,534,443 391,216,049 + 61,317,794 15.68
are of large proportion. Without any attempt to 1911 50 89799 87,984 2.00 511,926.101 504.172,509 + 7,753,652 1.54
. . 1912 47 89,691 88,135 1.77 549,470,400 509,252,603 + 40,217,803 7.91
enumerate any of them, we give the following tabular 1913 40 90217 88201 229 590,383,040 544,877,396 + 45,505,644 8.32
tatement showing all the increases down to $30,000 %8%@' fg gg’%gg g%%zg %3421 %gﬁ%%g gﬁ(‘f fgg gg% _32 9% ?gg %g
s g ! ' 1910 92,655 9b,769 2.08 015,232,909 491,241,069 + 123991840 25.24

PRINCIPAL CHANGES IN GROSS EARNINGS IN AUGUST.

Increases. Increases.

N ote —Neither the earnings of the Mexican roads nor the mining operations of the
anthracite coal roads are Included In this table.

ganatdi'eln tPﬁacific $§1-%gf13202 g\/hestern IMdagIEnd o $143,959 ) A .

rea orthern . R icago In ouisville.

ganaglgrn N?(mliem . Hgi 382 ’aenvgr &g?lthLrando | %2&;1&‘8 The AVestern grain movement furnishes a striking
ran run roaas Innoa; ouls 1

Egﬂfg\fﬁﬁ‘e gal\lllgvs?wl ) 885 823 éﬂoﬂg'r?d%‘ghs'%umem ||'| a%gg;ggz cgntrasF with tha_t_of "f‘ yealj ago. Not only are th_e

Northorn Pacific 61’ 339 Alabama GriatPSOl_th_he-m_ 95,499 high prices prevailing inducing farmers to rush their

Mllzglesapigt“;:’aa—lm&T 538681 ﬁ{lagr]tha éﬁ'?n&:tcllalrff—lc.. a62.237  supplies to market, but comparison is with a period
issouril ansas exas il nn rbor H H H H
Buffale Rochester & Pitts 284,608 Toledo St Lowis & Western 29354 in 1915 when the new crops were late in moving, in

St Louis Southwesterm— 256,000 Duluth SoSii & Atlantic. 38900 part because of wet weather. For the five weeks

Chesapeake & Ohio---------- 250,610 - - R

Chicago Great Western.. 222104 ending Sept. 2, the present year, the receipts of

Cine New Orl & Tex Pac. 203,164 R

Yazoo & Miss Valley_ 196,932  Representing 35 road wheat at the Western primary markets reached

Texas & Pacific 170,428 in our compilation. $16 591,072

a These figures are for throo weeks only.

As qualifying the significance of the present strik-
ing improvement in results, it is almost needless to
say that comparison is with poor results in the years
immediately preceding. In both 1915 and 1914 our
early compilation for August showed losses, while in
1913 there was only a trivial increase. To be more

59,032,000 bushels, as against only 36,805,000 bush
els in the same five weeks of 1915, while the receipts
of oats were 54,416,000 bushels, against 33,172,000
bushels. Adding corn, barley and rye, the aggre-
gate receipts of the five cereals for the five weeks
the present year are found to have been 137,460,000
bushels, as against only 89,784,000 bushels in the
same period of 1915. The Western grain movement

specific, in August 1915 our early statement regis- in our usual form is shown in the following summary:
0 -
tered a decrease of $3,890,962, or 5.32%, and th_ls WESTERN FLOUR AND GRAIN RECEIPTS.
followed a decrease of $4195574791 or 637%7 n Five weeks Flour. Wheat. Corn. Oats. Barley. Rye.
August 1914, while in August 1913 the gain was no z:d-Sept-Z (Mis) (bush.) (bush.) (bush)  (bush)  (bush)
icago—
more than $71,670, or less than one-tenth of 1%. In 1016 777,000 11,527,000 7,332,000 33,996,000 2,446,000 415,000
- - 1915 677,000 14,641,000 6,910,000 20,822,000 853,000 553,000
the years before that, however, comparison was with  “"“—
fairly good earnings. Thus, in August 1912, our 1916 213,000 489,000 781,000 3,472,000 1,;25,885 172,000
- - 1915 148,000 231,000 900,000 2,594,000 E 145,000
early statement registered an increase of $6,276,721, _ ° ' “—
or 8.79%, the roads included being substantially the = 1916 380,000 6,067,000 1225000 3,092,000 39,000 96,000
1915 340,000 4,364,000 1,082,000 2,301,000 33,000 86,000
same as those now represented. In August 1911, .. ™
likewise, the showing was not unfavorable, our early 1o16__ 2214000 232000 1,657,000
statement then showing $2,225,398 gain, or a little ..o ' ' '
over 3%. In prior years, with the exception of the 13;2— géggg gggggg 22200 ggzggg
great contraction in 1908, the record of earnings in civerana— ' ’ ' '
August was one of accumulating gains.. In August 1916 83000 58000 198000 96A000 4000 7000
1910 our preliminary compilation showed an addi- peoria— ' '
. 1916 199,000 582,000 2,700,000 1,857,000 124,000 42,000
tion of $5,600,104, or 9.90%. In 1909, also, there  1g5— 174000 830000 1321000 2360000 119000 50,000
was a gain, this bein 6,102,600, or 11.77%. Duluth—
9 9 $ R 1916 4,142,000 352,000 966,000 130,000
These two, though, only a little more than sufficed 1915 630,000 222,000 714,000 344,000
- - Minneapolis
to make 900d_ the $10,691,980 |OS:S experler_lced in "o 10490000 361,000 5,309,000 2,383,000 319,000
1908. Preced|ng 1908 there were increases in each 1915C_ .......... 6,946,000 444,000 1,522,000 1,738,000 312,000
. Kansas City-
and every year back to 1896, as will appear from 1916 14,954,000 1,288,000 901,000
the following summary of the monthly totals drawn  %°— ©:538.000 1,023,000 494,000
from our early compilations each year. 1916 7,405,000 1,343,000 2,119,000
1915 1,291,000 1,853,000 835,000
i o Totalof All—
August. Mileage. (i/ oj sEarnulls 1916 1,662,000 59,032,000 15737,000 54,416,000 7,094,000 1,181,000
fear  vear In- Year Year Increase 4 1 1915 1,430.000 36,805,000 14,296,000 33,172,000 4,017,000 1,494,000
iven. reced. cr'se. Given. P ding. — H
e oot Mo, ilec 'VS reces'"g or Decrease. —). In the case of the cotton movement in the South,
ear. . . % . -
189(5, 120 89,991 89225 0.82 38,801,525 40,010,144 _—
e— 1B 8 Gox 10 it 40010.144 +ic2)838°19 Y A;]ugust .|s the opening monlth hof the t<):rop hyear, and
189 s ) g ) ! 44,440,940 2.185.908! 402
1895 1 seres %7 106 54751 fon gg%%gg 1218008 402 the rTcelpts arel_not as a H e eav]zl, ut rf e pre_sent
= % 38’?3% g;égg 21%3 g%%%%é‘g ggfgigf‘;ﬁ JRIEERRE &% year large supplies were le t over from the previous
R 32:138 a0 S'%S Z,SE%%%% S0a1i00s T ooiatse 475 crop and the high prices prevailing for the staple are
3 : ;s 3 57,494,231 . i 1 1 i i
ig?&?,_ 5 1% ;3}@,5 220 Steorel eeed 121338411’,%%? 339 serving to draw out these supplies. This will explain
) 08 92,788 8 . . 3 70,099,249 X 1
00— & 5508 92,008 0 80377491 180206 :gjgﬁgﬁlgg 319 why at the Southern outports the receipts of cotton
_ 82,513 , - i B ,341, — . i
19097 49 7dga 77217 105 57953811 51851211 10081000 1220 for August 1916 reached 328,201 bales as against
__ 81,879 78,874 3. 1 3 50,405,033 5,000,104 9.90 i
U 5 8998 87984 207 71282407 09057000 13990308 599 only 131,454 bales in 1915, and no more than 48,262
1913 0 gg:fe}(l% s033 1%3 ;ggggggg %:8222832 voziora 815 balesin 1914.  The shipments overland were 63,519
3 90,579 1 3} , ,015, — . H H H
19157 45 8958> 83017 174 00231248 73122210 —3890.905 o35 bales in August 1916 against 45,025 bales in August
1910 41 02,655 90,709 2.03 85,950,780 09,201,003 + 10,692,778 2412

1915 and 22,225 bales in August 1914.
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RECEIPTS OF COTTON AT SOUTHERN PORTS IN AUGUST AND FROM
JANUARY 1 TO AUGUST 31 1916, 1915 AND 1911.

August. Since January 1.
Ports
1916. 1915. 1914. 1916. 1915. 1914.
Galveston.................. bales. 122.347 31,683 27,930 1,160,366 2,102,577 1,291,637
Texas City, Ac 3925 44 638 180,475 402,768 218,607
New Orleans 51,387 30,379 6,162 681,916 1,226,079 852,768
Mobile 25,086 1,624 545 123,025 78,988 131,060
Pensacola, Ac 143 1,064 275 57,409 88,410 57,790
Savannah .. X 5,494 456,385 905,385 436,204
Brunswick.. , 50 __ 101,132 155,250 67,900
Charleston.. 5,687 1,368 842 78,?})1 185,957 42,621
1
Wilmington. 9,289 6,638 635 93,687 172,615 70,658
NorfolK....... 27,314 21,258 2,043 360,874 412,552 219,163
Newport News, Ac.. 5,872 136 3,698 55,291 81 807 110,185

Total 328,201 131,454 48,262 3,348,738 5,874,251 3,498,599

To complete our analysis, we annex the following
six-year comparisons of the earnings of leading roads
arranged in groups.

EARNINGS OF NORTHWESTERN AND NORTH PACIFIC GROUP.

1916.

*

Canadian Pac. 12,880,000
ChicGr West.* 1,443.199
Dul So Sh AAtI
Great Nortn n
Minn A St 6951,738

August. 1915. 1914. | 1913. 1912. | 1911.

S S
12,251,716 10,421,904
1,309,309 1,316,699 1,239,869 1,144,321

301,087 _ 365,045 313,881 304,602
6,916,656 7,114,069 6,876,076
904,698 818,207 822,549
M StP A'S S M 2, 974 1228 2,374.087 2,539,020 2,404,807
Northern Pac. 6,958,000 6.077.000 6,075,933 6,221,481 6,035,548 5523737

33,483,978 25,457,221 27,799,534 29,808,980 29,944,446 20,224,538

S S S
8.414.000 9,917,764 11,434,459

Total..........
* Includes Mason City A Fort Dodge and the Wisconsin Minnesota A Pacific.
a Includes lowa Central.

b Fourth week not yet reported;

EARNINGS OF MIDDLE AND MIDDLE WESTERN GROUP.

taken same as last year.

August. 1916. 1915. 1914. 1913. 1912. 1911.
S S S S S S
Buff Roch A P. 1,281,214 996,606 1,040,682 1,087,337 1,047,435 866.779
Chle Ind A Lou 762,785 631,045 636,102 650,737 631,591 616,293
Grand Trunk.'
Grand TrkW) 5,750,370 4,585,881 4,853,740 5,154,213 4,966,415 4,502,674
DGriIlAM
Canada Atl.
Illinois Cent.c. 6,389,780 5,529,843 5,845,350 5,697,122 5,586,528 5,551,555
PercMarquette 1,889,091 1,629,418 1,624,690 1,512,302 1,572,372 1,516,401
Tol Peo A Wes 101,505 110,618 116,976 123,581 20,003 117,692
Tol StL AW. 493,669 444,466 410,997 426,503 370,815 375,797
West Maryl'd. 1,050,633 906,674 763128 751,143 668,643 637,861
Total.......... 17,719,053 14,834,551 15,291,665 15,402,938 14,963,802 14,185,052
¢ Includes earnings of Indianapolis Southern.
EARNINGS OF SOUTHERN GROUP.
August. 1916. 1915. 1 1914, 1913. 1912. 1911.
- S S S S $ S
Ala Grt South. 475,628 397,796 465,394 451,283 418,240 364,144
AlaNOATP
N O A Nor E 333,322 293,652 317,245 355,910 318,390 280,743
Ala A Vicks.. 147,536 127,507 138,626 152,953 151,265 131,065
Vicks Shr A P 145,165 118,909 135,767 153,08: 144,087 116,746
Ches A Ohlo.c. 4,224,208 3,973,598 3,519,057 3,313,572 3,214,299 3,019,132
CINNOATP 983020 779,856 828,787 852,415 32,707 04,189
Louis A Nash.6 5,514,030 4,628,371 4,705,215 5,112,065 4,892,953 4,593,083
Mobile A Ohio. 999 4 9 897,078 1,034,442 1,069,808 1,008,002 97,201
Southern Ry/ 5,397,709 5,688,044 5,757,180 5,641,370 5,265,620
Yazoo AM Val 1 193 186 96,254 925,111 890,380 758,829 810,490
Total 20,328,046 17,610,730 17,757,688 18,108,656 17,380,142 16,282,413
b Includes the Louisville A Atlantic and the Frankfort A Cincinnati.
¢ Includes Chesapeake A Ohio of Indiana.
EARNINGS OF SOUTHWESTERN GROUP.
August. 1916. 1915. 1914. 1913. 1912. 1911.
S $ $ S S 5
Colo A South. 1,353,057 1,257,567 1,190,511 1,371,634 1,223,248 1,296,137
Dcnv A Rio Gr 2,354,400 2,226,300 2,089,857 2.305.175 2,215,460 2,188,086
Mo Kan AT.a 3,137,863 2,653,342 2,699,334 2,903,540 2,691,722 2,381,034
St LouisSoW. 1,117,000 861,000 953,967 1.122.176 1,076,373 934,720
Texas A Pac.. 1,593,108 1,422,680 1,448,540 1,506,809 1,353,369 1,304,160
Total......... 9,555,428 8,420,889 8,382,209 9,269,334 8,560,172 8,104,137

a Includes Texas Central In all the years and Wichita Falls line from Nov. 11912.

We now add our detailed statement for the month
of August, comprising all the roads from which it
has been possible to procure returns for that period
up to the present time. In a second table we fur-
nish comparative figures for the same roads for the
period since Jan. 1.

GROSS EARNINGS AND MILEAGE IN AUGUST.
Gross Earnings. Mileage.
Name of Road.
(+) or
1916. 1915. Dec (—) 1916. 1915,
$ $ %

Alabama Great Sou.. 475,628 397,796 + 77,832 309 309

Ala N O A Tex Pac—
New Orl & Nor E__ 333,322 293.652 +39,670 203 203
Ala & Vlcksbur 147,536 127,507 +20,029 142 142
Vicks Shrov & 145,165 118,909 + 26,256 171 171
Ann Arbor 252,918 201,601 +51,317 293 293
Atlanta Bifm A Atl.. 273,167 219,22 + 53,941 640 638
Buffalo Roch & Pittsb 1,281,214 996,606 + 284,608 586 586
Canadian Northern.. 3,6,84,900 1.983,60! + 1,701,3 9,296 7,761
Canadian Pacific 12.880,000 8,414,000 + 4,466,000 12,993 12,921
Chesapeako A Ohio. 4,224,208 3,973,598 + 250,610 2,385 2,374
Chicago Grt Western. 1,443,199 1,221,095 +222,104 1,496 1,429
Chicago Ind A Louisv 762,785 631,045 + 131,740 622 622
Cine N O A Tex Pac.. 983,020 779,856 + 203,164 337 337
Colorado A Southern. 1,353,057 1,257,567 +95490 1,812 1,798
Denver A Rio Grando 2,354.400 2,226.300 + 128,100 2,576 2,576
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GROSS EARNINGS AND MILEAGE IN AUGUST.
Gross Earnings. Mileage.
Name of Road.
(+)or
1916. 1915. Dec (=) 1916. 1915.
8 S

Denver & Salt Lake.. 193,700 188,848 + 4,852 255 255
Detroit & Mackinac.. 109,726 88,106 + 21,620 392 400
Duluth So Sh & Atl.. 362, 692 324,287 + 38,405 627 626
Georgia Sou & Fla 181,679 164 950 + 16,729 395 395

Grand Trunk of Can
Grand Trk West.. 5,750,376 4,585,881 + 1,164,495 4,533 4,533

Det Gr Hav & Mil

Canada Atlantic..
Grand Trunk Pacific. 6228,758 6166,021 +62,737 916 916
Great Northern 7,914,121 6,162,627 + 1,751,494 8,102 8,077
Illinois Central 6,389,780 5,529,843 +859,937 4,767 4,767
Louisville & Nashv.. 5,514,030 4,628,371 +885,659 5,037 5,037
Mineral Rango______ 96,359 90,344 +6,015 120 119

Minneap & St Louis. 1

lowa Central 6695,853 6570,945 + 124908 1646 1,646
Minn StP & S _ 2,974,228 2,435,547 + 538,681 4,228 4,103
Mo Kan & Texas.a.. 3,137,863 2.653,342 +484,521 3865 3,865
Mobile & Ohio 999,419 897,078 + 102,341 1,122 1,122
Novada-Cal-Oregon.. 42,977 36,346 6,6 27 272
Northern Pacific 6,958,000 6,077,000 +881,000 6,504 6,466
Pere Marquetto 1 ,889,091 1,629,418 +259,673 2,248 2,285
Rio Grando Southern. 49808 45,83 + 3,970 180 180
St Louis Southwestern 1,1 17,000 861 ,000 + 256,000 1,753 1,743
Southern Railway 6, 312 '532 5,397,709 + 914,823 7,026 7,022
Tenn Ala A Georgia. . 12,174 7,4 + 4,717 95 97
Texas & Pacific 1,593,108 1,422,680 + 170,428 1,944 1,943
Toledo Peor & West.. 01,505 110,618 —9,11 247 247
Toledo St L & West.. 493,669 444,466 + 49,203 450 450
Western Maryland___ 1,050,633 906,674 + 143,959 688 661
Yazoo & Miss Valley. 1, 193 186 996,254 + 196,932 1,382 1,382
85,956,786 69,264.008 + 16,692,778 92,655 90,769

Net increase (24.12%)

a Includes Texas Central in both years.
b These figures aro for three weeks only.

GROSS EARNINGS FROM JANUARY 1 TO AUGUST 31.

Name of Road. 1916. 1915. Increase. Decrease.
$ ) %

Alabama Great Southern.. 3,854,406 3,130,776 723,690
Ala N O A Texas Pacific—

New Orleans & N E 2,597,585 2,355,421 242,164

Alabama & Vicksburg.. 1,154,058 968,238 185,820

Vicks Slirov & Pacific.. 1,089,655 895.307 194,348
Ann Arbor 1,847,536 1,489,629 357,907
Atlanta Birm A Atlantic.. 1,990,172 1,728,908 261,264
Buffalo lloch & Pittsburgh 8,379,747 0,380,024 1,999,723
Canadian Northern 23,592,50 14,335,300 9,257,200
Canadian Pacific 88,139.161 59,236,458 28,902,703
Chesapeake & Ohio 32,799,084 27,560,72 5,238,358
Chicago Great Western__  10,203.134 8.885.162 1.317.972
Chic Ind & Louisville 5,302,315 4.336,702 965,613
Cine Now Orl & Tex Pac.. 7,755,512 6,206,187 1,549,325
Colorado & Southern 9,977,214 8,808,070 1,169,144
Denver & Rio Grande____ 15,828,178 13,854,57 1,973,604
Denver & Salt Lako 1,188,927 ,034,000 154,927
Detroit & Mackinac 815,054 703,595 111,459
Duluth So Sh & Atlantic.. 2,444,140 2,069,613 374,527
Georgia Southern & Fla 1,602,147 1,375,015 227,132
Grand Trunk of Canada..

Grand Trunk Western. 38,347,544 32,258,572 6.088.972

Det Gr Hav & Milw___

Canada Atlantic
Grand Trunk Pacmc 52,994.750 51,800,817 1,193,933
Great Northern.. 51,408,360 38,873,978 12,534,382
Illinois Central.. 46,993,253 39,896,387 7,096,866
Louisville & Nashvillo_ 41,669,384 33.875,950 7,793.434
Mineral Range... 2,034 630,323 1,711
Minneap & St Louis_ 1 66,725,733 56,158,702 567,031

lowa Central 1
Minn St PASS M 21,901,703 16.862,121 5,039,582
Missouri Kansas & Texas.a 21,993,765 20,867.091 1,126.674
Mobile & Ohio......c.ccceeinene 7,935,193 7,134,820 800,373
Nevada-Cal-Oregon 223,256 230,76 7,513
Northern Pacific. 50,228,862 39,018, 562 11.210,300
I'ero Marquetto.. 14,367,063 11 859,523 2,507,540
Rio Grando Southern 352,397 345,386 7,011
St Louis Southwestern____ 8,154,266 6,756,869 1,397,397
Southern Railway... 47,414,889 40,131,198 7,283,691
Tenn Ala & Georg|a 81,991 46,874 35,117
Texas A Pacific 12,271.571 11,305,315 966,256
Toledo Peoria A Western.. 773,489 4,179 29,310
Toledo St Louis A Westorn 3,826,391 3,185,121 641,270
Western Maryland .. 7,544,872 6,223,112 1,321.760
Yazoo A Miss Valley.. 8,751.558 7,681.695 1,069,863

Total (44 roads) . 615,232,909 491,241,069 123 999,353 7,513
Net increase (25.24%) 123,991,840

a Includes tho Texas Central in both R/oars. .

b These figures are down to tho end of tho third week only.
PRESENT SPECULATIVE TENDENCIES AND THE

SUSPICION THEY AROUSE.
Orange, N. J., Sept. 14 1910.
To the Editor of the Financial Chronicle.

sir— | wonder if you can appreciate tho appoaranco, to
an investor in railroad securities, of tho present daily trans-
actions on tho Stock Exchange. Thero seem to bo vast
whirling motions among groups of securities, mostly of
recent manufacture and, occasionally, tho notation of great
and startling price increases. Among those greator whirl-
pools are seen circles of lesser height but of equal revolution.

Meanwhile tho standard railroad securities whose values
aro supposed to be fixed by tho samo Exchange, seem to
have but little to do with the business at all.

It is a mystery to mo why the matter of the manufacture
of steel plates, or of automobiles, both well enough of their
kind, should be the causo of this lashing maelstrom of
excitement.

Whose money is creating this vast manipulation? | hope
none of mine. And, as a last question, how am | to consider
the judgment of those fixing the value of thoso new securities
when they come to pass upon mine?

Respectfully,

Joseph Drexel Holmes.



FURTHER PROPOSED CREDIT TO FRANCE.

The following announcement concerning a prospective

commercial credit to Franco was issued on the 14th inst.

It Is understood that Messrs. Bonbright & Co. of Paris, In conjunction
with the Bankers Trust Company and William I*. Bonbrlght & Co. of New
York, aro negotiating for a now commercial credit to France. It is.assumed
that tho credit will take a form similar to that of the two S15,000,000credits
already negotiated by tho same group of bankers, through drafts drawn
In dollars by French banks, to bo accepted and discounted by American
banks at a rate which will probably approach 6vi % , and that provision will
bo made for several Installments and for renewals, so that tho duration of
tho credit will be ono year. If tho proceeds of tho drafts arc used for the
purchase of American products exported to France, they would bo available
for rediscount at tho Federal Itoservo banks. Tho former credits had tho
sanction and guarantee of tho French Republic, through deposit of its one
year gold notes payable In New York and similar security Is anticipated,
and It Is reported that tho French Minister of Finance lias already approved
tho negotiations now pending.

NEW DOMINION OF CANADA WAR LOAN.

Particulars concerning tho now $100,000,000 5% gold
Dominion of Canada war loan, referred to in these columns
last week, were mado public on Tuesday tho 12th. The

interest on theso bonds will bo paid semi-annually on April
1, and Oct. 1, and thoy will mature Oct. 1 1931. Subscrip-
tions lists will close on or beforo Sept. 23 and tho issue prico
is 9734, payable as follows: 10% on application, 30% Oct.
16 1916, 30% Nov. 15 1916 and 2734% Dec. 15 1916.
Tho total allotment of bonds will be limited to $100,000,000
exclusive of the amount (if any) paid for by tho surrender
of bonds as tho equivalent of cash under the terms of the
War Loan prospectus of Nov. 22 1915. Tho
may bo paid in full on Oct. 161916, or on any installmentdue
dato thereafter, under discount at tho rate of4 %
All payments aro to bo mado to a chartered bank for
credit of the Minister of Finance.
stallment when duo will render previous payments liable
to forfeiture and tho allotment to cancellation. Subscrip-
tions, accompanied by a deposit of 10% of tho amount sub-
scribed, must be forwarded through thomedium of achartered
bank. Any branch in Canada of any chartered bank will
receivo subscriptions and This
is authorized under Act of tho Parliament of Canada,
bo a chargo upon tho
Consolidated of application may
be obtained from any brach in Canada ofany chartered bank
and at tho office of any Assistant Receiver GeneralinCanada.

installments

perannum.
the
Failure to pay any in-

issuo provisional receipts.
loan
and both principal and interest will

llevenuo Fund. Forms

Subscriptions must bo for oven hundreds of dollars. In case
of partial allotments tho surplus deposit will bo applied
towards payment of tho amount duo on tho October install-

ment. Scrip certificates, non-negotiablo or payable to

bearer in accordance with the choico of tho applicant for
registered or bearer bonds, will be issued, after allotment, in
receipts. When tho scrip
and payment endorsed

they may bo ex-

oxchango for tho provisional

certificates have been paid in full
thereon by tho bank receiving tho monoy,
changed for bonds, when prepared, with coupons attached,
payable to bearer or registered as to principal, or for fully
registered bonds, when prepared, without coupons,
Delivery of scrip certifi-

in ac-
cordance with tho application.
cates and of bonds will bo mado through tho chartered banks.
Tho issuo will bo exompt from taxes— including any incomo
legislation enacted by tho
Parliament of Canada. Tho bonds with coupons will bo
issued in denominations of $100, $500, $1,000.
tered bonds without coupons will bo issued in denominations
of $1,000, $5,000 or any authorized multiploof $5,000. Tho
bonds will bo paid at maturity at par at tho offico of tho
Minister of Finance and Receiver General at Ottawa, or at
tho offico of tho Assistant Receiver General at Halifax, St.
John, Charlottetown, Montreal, Toronto,Winnipeg,Regina,
Calary, or Victoria. Tho interest on tho fully registered
bonds will bo paid by cheque, which will boremitted by post.
Interest on bonds with coupons will bo paid on surrender of

tax— imposed in pursuance of

Fully regis-

Both cheques and coupons will bo payable free of
in Canada of any chartered bank.
for each

coupons.
oxchango at any branch
Subject to tho payment of twenty-fivo cents now
bond issued, holders of fully registered bondswithoutcoupon
will havo the right to convertinto bondsofthe denominations
of $1,000 with coupons, and holders of bonds with coupons
will havo the right to convert into fully registered bonds of
authorized denominations without coupons at any time on
Tho books of tho
Ottawa.

application to tho Minister of Finance.
loan will bo kept at tho Department of Finance,
Application will bo mado in due course for tho listing of tho
issuo on tho Montreal and Toronto Stock Exchanges. Recog-
nized bond and stock brokers will bo allowed acommission of
U of 1% on allotments made in respect of applications bear-

ing theirstamp, provided, however, that no commission will
be allowed in respect of the amount of any allotment paid
for by the surrender of bonds issued under the War Loan
prospectus of Nov. 22 1915.
in respect of applications on forms which have not been

printed by the King’'s Printer.

No commission will be allowed

STATEMENT OF IDLE CARS.

As against a net car surplus of approximately 10,000
cars on August 1, the September statement, issued by tho
American Railway Association, reveals a net shortage of
14,281 cars on the 1st inst. The total shortage the first of
the current month amounted to 57,822,
39,991 on August 1, while a total surplus of 43,541 is reported

as compared with

on September 1, comparing with 49,753 August 1. The
following is the new statement of the Association, made
public this week.
Statistical Statement No. 20
THE AME RICAN RAILWAY ASSOCIATION.
New York, September Il 1916.

The Committee on Relations between Railroads presents herewith
Statistical Statement No. 20, giving a summary of freight car surpluses
and shortages for Sept. 1 1916, with comparisons.

(Sept. 1 1916.......... 43,541
Total Surpluses] Aug. 1 1916 49,753
(Sept. 1 1915000 191,309

Tho surplus for Aug. 1 1916 Includes figures reported since the issue of
Statistical Statement No. 19.
Tho total surplus shows a general decrease since the report for August 1st.

(Sept. 1 1916.c.cieienicniiceeeeiens o 57.822
Total Shortages] Aug. 1 1916 39,991
(Sept. 1 1915 - - 6.300

Tho shortage for Aug. 1 1916 Includes figures reported since the issue
of Statistical Statement No. 19.

The Increaso in the car shortage is general in all classes of equipment
throughout the country, with tho exception of Now England.

The figures by classes of cars follow:

Classes— Surpluses. Shortages.
Box.... .19,907 34,529
at . 2,60 ;
Coal andGondola 7,079 17,900
Miscellaneous 13,946 2,912

43,541 57,822

J. E. FAIRBANKS,
General Secretary.

EFFECT OF EUROPEAN ECONOMIC ALLIANCES UPON
U. S. COMMERCE.

Tho probable effect of European economic alliances upon
United States commerce is the subject of a report made
public on the 9th inst. by the National Foreign Trade
Council. A statement dealing with the report points out
that while the retaliatory legislation enacted at Washington
was directed chiefly against the policies of belligerents
during war, intentions were the subject of
the is composed of
fifty nationally prominent merchants, manufacturers, farm-
ers, railroad and steamship men and bankers associated for
investigations of problems arising in foreign
President of the United States
The report

the post-bellum

investigation by the Council, which

the economic
trade. James A. Farrell,
Steel Corporation, is Chairman of tho Council.
says:

While some authorities contend that tho commercial preferences Implied
in the Paris resolutions of the Entente Allies aro impractical and will flatten
under pressure of tho dependence of European nations upon each other,
including their enemies, tho present fact is that two economic alliances have
already been created, for the war abrogated tho most-favorod-nation rela-
tion between the Powers now enemies. The Paris resolutions declare the
Allies agree that the benefit of the most-favored-nation treatment will not
bo granted enemy Powers during a number of years. How far will “war
after war” obtain?

Investigation reveals that the United States in tho last normal year before
the war, 1913, sent 77.61% of its exports to the belligerent countries and
derived 72.83% of its imports from them. Therefore any sweeping change
of tariff, navigation or financial policy of either group of allies may seriously
affect the prosperity of the United States in which foreign trade Is a vital
element.

Tho foreign trade of the United States for a century has increased in a
world of relaxing trade restrictions. |f tho members of either the Allied
or the Central Economic Alliance seek by differential tariffs to prefer
each other and their respective colonies, a discrimination against the
products of tho United States will automatically be created. If special
shipping arrangements are carried so far as artificially to create lower freight
rates for allied than for neutral commerce, the parity of ocean freight
charges to and from American ports as compared with to and from Euro-
pean ports, which has been one cause of toleration of American dependence
upon foreign carriers, will be disturbed. Whatever may be the result of
tho Paris resolutions, manufacturing enterprise in tho allied countries
looks forward to preferential advantages in those countries which have
shared the burdens of war.

Asking whether either the Entente or the Central
nomic Alliance, particularly if the United Kingdom adopts
either a rovenue or protective tariff, will continue to accord
most-favored-nation treatment to the United States or will

Eco-

demand exclusive concessions under the American tariff as
tho price of favorable admission of American products to
their markets, the report says: “Appreciation of the necessity
of retaliatory weapons if tho great industrial nations should
embark upon a policy of trade preference and discriminations
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is indicated in recent American legislation. The present
United States tariff is described as barren of resources for

concessions or retaliation.” The report continues:

More treaty-making will be in progress in the fivo years after tho decla-
ration of peace than in any similar period of the world’s history. The most-
favored-nation relation which European Governments have permitted
the United States to enjoy despite frequent American tariff changes and tho
extension of American tariff preferences to Cuba and to the colonies acquired
from Spain, may not escape jeopardy. Many treaties between the United
States and European Governments are ancient, with obsolete phraseology.
Even with no European disposition to discriminate, certain changes will bo
inevitable. This renders highly important tho United States treaty-making
power. Tho State Department now lacks, but should immediately provide,
skilled resources for tho study of the entire treaty situation. Tho education
of American public opinion to treaty legislation is imperative. Their par-
liamentary system gives European Governments a superior efficiency in
treaty-making as compared with the United States. The history of com-
mercial treaties is marked by frequent Senatorial disregard of recom-
mendations of the State Department. Tho necessity of a two-tliirds
Senate vote for ratification requires that treaties hereafter be so drawn as to
command goneral approval, a difficult task which can bo accomplished
only by the most careful consultation of public opinion prior to negotiation,
the most skilful handling of the American case in tho diplomatic exchanges
and convincing presentation of tho facts in orderj.to,command sontimont
in favor of ratification and maintenance of the treaty obligation after-
ward .

Discussing the pledge of the Entente Allies at the Juno
Paris Economic Conference to effect specialEagreements for
the interchange of raw materials and to conserve their use

to tho Allies before all other countries, tho report says:

The self-sufficiency of tho allied group is the logicallgoal of this agree-
ment precisely as British Imperial self-sufficiency was tho goal of the
Chamberlain policy. Leaving aside tho problem of whether tho United
Kingdom will consent to a tax on food the question is whether such a policy
adopted by all tho allied group would deprive the United States of any of its
present outlet for foodstuffs or raw materials. Tho united colonial and
Russian production of foodstuffs and raw materials was not equal to the
ante-bellum necessities of tho Allies. Would a preference stimulate pro
duction to the point of self-sufficiency? If tho Allies wero obligod still to
depond upon their own raw materials admitted to tho consuming allied
countries at a lower tariff rate than those of neutral or enemy origin, would
not tho price find a common level?

In a historical sketch of tho development of European

commercial policy tho report says: “The resolutions adopted

at Paris represent a conscious return to mercantile ideas

of earlier centuries in an extreme form, made possible only
by tho feeling aroused by tho war. * * * Commercial
power and political power againgo hand in hand. To-day the
people of bothbelligerent groups aro convinced that their own
prestige and importance aro threatened by tho commercial
predominance of their opponents.” Attention is called to
the allied policy by direct subsidy to foreign trade and its
possible effect upon American oversea enterprise, and tho
report sets out:

The recovery of a portion of the American gold reserve which supports
an unprecedented structure of domestic and foreign credit is essential to
the restoration of European prosperity after tho war and this would logically
seem to bo ono effect of tho economic alliances now being devised and the
plans being laid for more intensive competition which will bring back tho
trade which by the curtailment of European production and competition,
has given American merchandise a greater access to European markets
and a larger share of neutral markets. A violent reversal of the flow of
gold would rudely disturb tho structure of domestic bank credits reared
upon it. Tho primary safeguard must bo a stimulation of exports of tho
merchandise required in peace to tako tho place of tho abnormal domand
for munitions and abnormal export of other articles. A diminution of our
present inflated export trado is inevitable, but tho danger is that European
co-operation and trado preferences may bo carried so far as artificially to
restrain American foreign trade and carry it below our normal equity in
world commerce.

An elaborate analysis of tho commercial interdependence
of tho United States and the belligerents, accompanying tho
report, shows that of 213 commodities of an import valuo of
in 1913,
imported from nations of the Allies including colonies, while
only 49 came principally from the Contral Powers. This
Allied superiority resulted from the extensive importations

from British colonies. Tho United Kingdom appears 46

more than a million dollars 121 wore principally

times among the countries of principal supply and Germany
45 times. Of 136 commodities of an export value of more
than two million dollars in 1913, members of tho allied
group were principal buyers 103 times, the Contral Powers
14 times and neutrals 19 times. Canada alone of the Allies
This is tho
first time, it is stated, such an analysis has been attempted.
The report
economists and statesmen and a unique study of the commer-

cial treaties abrogated and the tariff systems interrupted

appears 48 times and the United Kingdom 47.

includes extensive quotations from European

by war.

GAINS AND LOSSES IN THE FOREIGN TRADE.

The feature of the foreign trade statement for tho month
of July and the seven months ending July, mado public
this week, is the stupendous amount of exports to Great
Britain and France. For tho month of July this year tho
exports to the United Kingdom totaled $152,742,105, against
$84,123,364 in the same month last year, while for the seven

months this year they reached $1,048,520,721, as compared
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with $660,279,440 last year. To France the exports in
July 1916 amounted to $80,918,252, against $42,638,147 in
July 1915; for the seven months of 1916 the exports to
France totaled $472,285,081, compared with $304,128,720
in the same period of 1915. Below we give tho detailed
figures of imports and exports for tho separate countries
for the month and seven months as compiled by the Bureau
of Foreign and Domestic Commerce of tho Department
of Commerce:

-------- Month of July--------- -7 Months ended July--—-
Imports from: 1916. 1915. 1916. 1915.

Grand Divisions— S S $ $
Europe_ — - - 44,229,415 38,578,238 388,798,538 313,247,179
North America___ 59,797,375 47,281,316 403,246,099 308,292,778
South America 29,830,873 21,125,472 255,153,433 177,168,203
Asia____ - _ — 42,497,845 25,355,687 301,378,698 152,579,084
Oceania 3,725,585 7,268,023 68,565,016 36,222,622
Africa 2,641,845 3,636,001 50,677,790 21,544,692

Total 182,722,938 143,244,737 1,467,819,574 1,009.054,558

Principal Countries-
Austria-Hungary___ 38,048 75,132 496,208 4,427,107
Belgium____ 228,020 11,176 764,049 1,695,066
France 7,472,056 5,315,185 65,771,164 39,455,431
Germany 407.933 681,638 4,813,452 36,094,699
Italy - 4,M2,087 3,492,406 38,724,073 31,801,721
Netherlands - 2,565,928 2,199,804 25,846,937 15,440,148
Norway 344,386 600,205 3,571,538 3,957,792
Russia in Europo___ 342,722 141,056 1,854,679 472,249
Spain - 2,350,827 2,175,629 18,781,398 9,434,192
Sweden - 1,242,466 971,403 7,090,183 6,345,918
Switzerland 1,522,261 1,354,544 12,737,738 10,694,945
United Kingdom___ 21,553,130 20,383,051 194,519,365 143,201,770
Canada......ccccoeeuennee 19,509,508 14,739,602 116,700,282 85.506.359
Mexico 6,375,256 9,439,036 61,268,295 50,207,524
Cuba 24.758,466 19,037,349 175,914,509 138,763,971
Argentina 7,557,261 5,667,132 74,763,582 55.038,677
Brazil 5,435,864 5,607,497 72,951,950 60,558,904
Chile 7,946,662 4,566,229 50,728,364 20,477.115
China - 6,614,053 4,376,577 48,860,401 27,805,383
British East Indies. 17,722,543 10,194,681 125,472,778 59,918,876
Japan -—---eeeeeeeeeeeeen 12,249,472 9,409,549 94,858,775 52,689,788
Australia and New

Zealand 1,216,869 3,973,607 49,485,662 22,733,443
Philippine Islands.. 2,278,291 2,944,289 17,144,617 12,437.979
Egypte i, 541,069 1,717,929 24,968,322 13,749,432

Exports to:

Grand Divisions—
Europe 313,194,352 180,070,714 2,020,441,297 1,461.565,308
North America 73,291,448 48,646.824 482,749,621 284,022.081
South America 21,168,786 12,544,496 117,970,099 73,117,935
Asia 24,484,119 12,858,052 220,345,205 79,978,561
Oceania 9,621,234 11,629,549 68,465,156 52,728.638
Africa . 3,732,528 2,719,067 26,249,994 18,804,684

Total 445,472,467 268,468,702 2,926,221,372 1,970,277,207

Principal Countries
Austria-Hungary___ 16,642 68.385 36,636
Belgium 1,806,996 735,523 12,097,530 12,566,506
Denmark 3,185,224 3,800,009 30,866,756 49,326,129
Franco 80,918,252 42,038,147 472,285,081 304,128,720
Germany R 1,053,821 96,348 1,118,233 11,649,767
Greece 1,261,735 1,511,252 20,863,456 16,902,731
Italy--- 13,853,651 137,542,339  134.639,573
Netherlands 7.317,543 4,574,172 60,960,653 101,957,438
Norway 4,700,624 2,636,626 35,732,550 26,221,696
Russia in Europo___ 36,818,863 18,548,175 124,661,904 48,926,565
Spain 3,136,711 2,884,390 = 33,320,618 26,000,107
Sweden 2,103,983 3,208,897 23,047,992 57,445,267
United Kingdom__ 152,742,105 84,123,364 1,048,520,721 660,279,440
Canada 50,087,367 29,494,175 316,853,796 174,422,195
Central America___ 3,488,885 3,805,364 25,244,541 20,509,631
Moxico 3,069,330 3,863,024 38,039,573 21,577,500
Cuba 12,793,839 8,010,790 82,410,096 40,333,984
Argentina 7,898,484 4,755,212 42,862,347 26.566,429
Brazil......oeeee 4,220,625 2,188,253 26,382,803 17.022,029
Chilo 3,493,724 1,971,557 16,457.484 8,461,779
China 2,224,846 2,038,717 16,763,313 11,808,189
British East Indies. 2,677,028 2,647,901 15,391,709 11,525,030
Japan 7,394,937 4,812,640 57,537,202 25,588,626
Russia in Asia 9.537.457 1,385,931 114.089,162 19,880,827
Australia and New

Zealand 8,305,410 8,918,091 45,034,269 35.273.362
Philippine Islands.. 1,211,547 2,602,326 12,513,276 10,822,429
British Africa 2,536,508 1,974,699 17,154,535 12.904,084
PHILIPPINE GOVERNMENT PURCHASES MANILA

RAILROAD COMPANY.

The salo of tho Manila Railroad Co. to the Philippine

Government was ratified on Sept. 8 by Governor-General
Harrison and President Higgins of tho railroad. Tho final
contract of transfer, it is stated, was authorized by

the Legislature in February, provides that tho Government

which

will receive all the outstanding capital stock of tho company
for $4,000,000. Tho Manila Railroad Co.
of approximately 550 miles, in threo directions

has a trackage
extending
from Manila, and is the only railroad on tho Island of Luzon.
It is a development of the old Manila-Dagupan Road, and
is said by
ment
Department”

Insular Bureau officials to bo capable of develop-
“Stato and City
on a subsequent page will be found full par-

into an important system. In our



ticulars concerning the offering by the Bureau of Insu-
lar Affairs at Washington of $4,000,000 4% 10-30-year
(optional) gold registered bonds to be used for the above pur-
chase. Proposals for these bonds will be received until
2 p.m. Oct. 3.

SUGGESTION THAT EIGHT-HOUR LAW MAY MAKE

IT ILLEGAL TO GIVE FULL DAY'S PAY FOR LESS
THAN EIGHT HOURS WORK.
Samuel P. Dunn of Chicago, who acted in an advisory

capacity to the railroad presidents in the negotiations which
preceded the passago of the Adamson law, suggested in a
speech at Mackinaw City, Mich., on the 13th inst., that the
eight-hour law may prove a boomerang to the brotherhoods.
He asserted that the law fixes an eight-hour pay day and not
an eight-hour work day. Mr. Dunn’s remarks were ad-
dressed to delegates to the convention of tho Railway Signal

Association. He was quoted as saying:

This law does not limit the number of hours that railway employees may
work In aday. It merely limits the number of hours that the railway may
require them to work before It pays them a day's wage. In other words.
It fixes an eight-hour pay day. and not an eight-hour work day.

It Iscertain that under this law. If it should be upheld, tho railways would
have to pay a day's wage for eight hour’s work, but It Is not equally obvious
that tho law prohibits them from paying any employee in the train service a
day's wage before ho has done at least eight hours' work. It says eight
hours, no more no less, shall bo tho standard. It would appear, therefore,
that under this provision, If-tho railways should pay any cmployoo aday’s
wago for loss than eight hours’ work, they would violate tho law and subject
themselves to Its pains and penalties.

FRANK TRUMBULL'S OPEN LETTER TO HENRY FORD
CONCERNING REAL OWNERS OF RAILROADS.

An open letter denying the statement of Henry Ford of
Detroit that “the real power back of the railroads is located
in and around Wall Street,” has been addressed to Mr. Ford
by Frank Trumbull, Chairman of tho Railway Executives’
Advisory Committee. Mr. Trumbull in taking exception
to Mr. Ford’s assertions points out that the “real owners of
the railroads are some 607,630 individual stockholders,
cludingrailway corporationsand duplicate holdings.”
sots out somo pertinent facts in the issue between tho train-
We print Mr. Trumbull's letter

ox-
He also

men and their employers.
herewith:

My attention has boon called to a published Interview with you, under
date of Sept. 2, In rogard to the recent railroad wago controversy, and as It
has not been contradicted, I am making this answer public. Your conspicu-
ous position gives you a wide audience and erroneous statements published
in your name are, therefore, all tho moro dangerous and harmful and should
not go unchallenged.

You say that “the real power back of them [tho railroads] Is located In
and around Wall Street.” This Is an Inaccurate and threadbare generaliza-
tion, frequently heard and quickly disproven by tho facts.

Tho real owners o' our railroads aro somo 607,630 Individual stockholders,
excluding railway corporations and duplicate holdings. When allowance
Is mado for tho fact that somo of these Individual holders aro brokers,
holding In ono name for several different owners, and that trustees or
executors similarly hold for numerous others, It can be readily seen that
tho total aforementioned is an understatement.

Moreover, If wo add to the aggregate of stockholders all those who vir-
tually own railroad bonds—insurance policy holders and savings bank de-
positors, of whom there aro 30,000,000 of tho former and 11,000,000 of tho
latter class, whoso premiums and deposits, jointly, aro secured by an aggre-
gate ownership of railroad bonds totaling $2,300,000,000— It is apparent
that the ownership of America’s railroads Is not only widely, but demo-
cratically diffused, instead of being concentrated in the hands of a few In-
dividuals In "Wall Street.”

Broadly speaking, the bankers are simply middlemen, who buy railroad
securities and sell them to tho public. You refer to tho railroad presidents
as "messenger boys for Wall Street.” | think you cannot cite a singlo In-
stance of direction, either oral or written, from any Wall Street banker
to any railroad president In connection with the discussion of tho so-called
eight-hour movomont In the last few months but, If you can, will you do so?

You say: "The railroads evidently aro determined to get from tho Amer-
ican public a still greater share of their earnings through freight rates,
and that Is what thoy aro playing for." If you believe and can provo this
statement, you owe a duty to yourself and to the nation to come forward
with your proofs Immediately. But sinco you use the word "evidently,” |
approhend you will not attempt to substantiate what you must reallzo Is
not true, and which Is calculated to work both Injury and Injustice to the
railroads.

Tho railroads woro not playing a game. The wage question was not of
‘their seeking. They did nothing cither to Instlgago or preclpltato It. Thoy
wero, on tho other hand, unwillingly and Irresistibly compelled to join issuo
with the employees. In an endeavor to maintain right and justice. Thoy
took a determined stand for democracy and Its essential principles against
class government and tho rulo of might: and their attitude has boon ap-
proved very generally by press and public. Mon of Intelligence certainly
see In their conduct a fitting sonso OF tho obligation of trusteeship reposing
In them for tholr owners, their other employees, and for the public at
largo, and a conscientious adherence to principle.

You further say:

“1f tho roads wero run moro to serve tho public, run moro by tho men who
roally have to operate them, run as railroad properties and not as mere in-
struments of financial juggling, we could have lower rates, better service,
higher wages, and still leave a profit for overy dollar legitimately invested.
The roads could make doublo tho profits at present rato of faros and pay alt

Increases of wages demanded.”

In using tho word “roads.” | assume you moan all of tho roads of tho
country, but perhaps you will list tho roads which aro now being used “ as
moro Instruments of financial Juggling." The gross earnings of the roads
of Class 1 (excluding tho smaller lines) for tho fiscal year ended Juno 30
1916 we«about $3,400,000,000. The profit from the operation of those roads

for tho year, after paying taxes, hire of equipment and rentals, was about
$1,000,000,000, or only about seventeen times tho reputed profit of the
Ford Motor Car Co. alone for the same period, and tho $1,000,000,000 re-
ferred to was not over 6% return on the actual value of approximately
225,£00 miles of road involved: that is to say, the $1,000,000,000 was tho
amount available for Interest on debt, dividends on stock, additions and
betterments and reserves.

As you are a student of economic affairs, you doubtless know that the
railroads of tho United States have the lowest capitalization per mile of any
civilized country In the world. You must know also that our railroads. In
addition, pay tho highest wages known to railroad labor the world over,
and render service for the smallest compensation recorded by any country.

Now, | am sure you will earn the further gratitude of one hundred million
people If you will show how "the roads" could doublo their profits. Bear
In mind that practically all of the expenses of a railroad are made up of
labor and material. Ilow would you save a billion dollars? Out of which
Items would you take it?

The proposition of the railroads was that all these questions be arbitrated
boforo somo impartial tribunal, and the facts established as a basis for judg-
ment and action. They made no proposals to "tie up tho country,” or
“to bring untold suffering to millions of people.” Such proposals came
only from tho heads of four highly organized bodies of railroad employees,
representing the best-paid labor in the world and aggregating less than
one-fifth of tho total number employed in railroad service. As these men
wero asking for more than their share, “tho voice raised by the God of
Greed,” to quote your words again, must have been In their behalf.

It Is just such Ignorance of the facts about the railroad situation as dis-
played in your published statement that make Imperative and obvious the
need of public investigation and public knowledge before speech or action
In these matters.

HOWARD ELLIOTT ON COST OF EIGHT-HOUR DAY TO
NEW HAVEN.

In indicating the cost of the eight-hour railroad day in
the case of the trainmen employed on the New Haven steam
roads during 1915, Howard Elliott, President of the New
York New Haven & Hartford RR ., recently pointed out that
it would have meant an increase of $1,959,549 in the pay of
6,967 men, with no change in the number of hours worked or
service performed. He also asserted that the present issue
seems to have gone far beyond the question in dispute be-
tween a part of the railway employees and the railroads, and
has brought the points at issue to (1) the question as to
whether organized labor without any check or restraint by
law shall have the right to force its decisions upon the public,
regardless of the welfare of the public; and (2) whether or-
ganized labor shall settle disputes in which it is interested by
force, or use the peaceful methods of courts and arbitration
tribunals in use in all other disputes in this country. We

quoto below his statement on the above points:

Tho issuo is not ono of hours but of wages. Tho men do not say they
will work eight hours and no more. Somo now work less than eight hours
and some work moro than eight hours.

They demanded that what they now receive for ten hours or less be paid
for work of eight hours or less, and for overtime 50% moro per hour.On
tills basis 6,967 men in the engine, train and yard service of the New Haven
steam roads would have received in 1915 $10,180,655 instead of $8,221,106,
or an Increase of $1,959,549, or nearly 24%, with no change in the number
of hours worked or service performed.

Tho President of the United States suggested that tho eight-hour wage
day be adopted and that overtime bo at tho hourly rato for the eight hours,
an increaso of 25% in overtime. On this basis the increase would have
been $1,179,932, or nearly 15%. Whatever the increase may bo, it de-
creases the ability of the company to add to the transportation facilities of
New England.

I have from tho time this question began to bo discussed seriously felt

.that it ought not to be settled without giving tho public, the real party in

Interest, time to understand it, and an opportunity to express its opinion
before the Congress—or an Impartial tribunal created by tho President or
by Congress.

It would seem to be easy for railroad owners and managers to increase
wages if every time they did so freight and passenger rates could be increased
and tho burden transferred to tho public who pay the bills—but the public
ought to have a voice in the adoption of such policy.

There Is also tho question of the amount of transportation to be produced.
There is not enough being furnished for tho present and future needs of the
country, and in my judgment the plan suggested will reduce tho ability of
the railroads to furnish the transportation needed by the American people,
and the public aro necessarily and vitally interested.

| havo therefore felt that | owed a duty to the people of New England—
as well as to tho owners of the property and to all of tho employees—to use
such influence as | possessed to havo the subject settled only by arbitration
and after the public understood it and had registered its will.

| recognize that organized labor is one of tho great forces of modern in-
dustrial life. But just as organized capital has had to subordinate its con-
duct to the will of tho people, so must organized labor recognize tho rights
of 100,000,000 people in this country.

Tho prosent issuo seems to have gone far beyond tho questions in dispute
between a part of the railway employees and the railroads.

Tho Issues are.

1. Shall organized labor, without any check or restraint by law, have
tho right to force its decisions upon the public regardless of the welfare
of the public?

2. Shall organized lanor settle disputes in which it is Interested by force,
or use the peaceful methods of courts ana arbitration tribunals, in use in all
other disputes in this country?

These two great questions should be settled, not by the leaders of the labor
organizations, not by the presidents of the railroads, but calmly and without
excitement by the whole people, through Congress or through some instru-
mentality created by Congress.

As President of tho New York New Haven & Hartford Railroad Company
I havo tried to look at this matter as seemed to me for the ultimate best
interests of the property, of all the employees, of the owners and of the pub-
lic to bo served, not only to-day but for years to come, and | have, therefore,
stood for arbitration.

As acitizen of New England | have tried to act as my conscience dictated,
and after suggestion and consultation with all classes of people—employers,
shippers, owners of the securities and members of Congress.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



A strike is a terrible thing to contemplate, and | hope it will not occur,
and that Congress, representing all the people, will in its wisdom find some
solution just to all.

Il. N. POPE, OF FARMERS’ UNION, ON CONGRESS

AND TRAINMEN’'S DEMANDS.

The action of Congress in meeting tho demands of the labor
leaders and its failure to copo with tho cotton situation in
the crisis of two years ago, has been criticised in a statement
issued at Fort Worth, Tex., on the 3d inst. by Il. N. Pope,
President of tho Association of Farmers’

which wo quote below:

Tho people of this nation have, during tho past week, passed through
tho most humiliating experience this Government has over endured. A
few labor union leaders have stood at tho portals of Congress demanding
that the Government give them a ransom or they would wreck society.
This nation, instead of meeting the situation bravely, has delivered tho
goods in fear and trembling.

Our American Congress has stood within tho shadow of the Goddess of
Justico and voted an increase in wages to 400,000 trainmen who are tho
highest paid laborers in tho world, and never at any time mentioned the
350,000 trackmen who are, perhaps, the poorest paid workmen in the
world, and who must subsist almost wholly upon the crumbs that the
trainmen leavo upon tho table.

When cotton was selling for 6 cents per pound two years ago and poverty
stalked over the Southland, causing a greater financial loss to the Southern
plowmen than tho freeing of tho slaves. Congress confessed inability to copo
with tho situation and stepped asido, letting this awful burden fall upon
the backs of the tillers of the soil. The organized plowmen pleaded with
Congress for relief, but we were told that it would not bo constitutional for
the Government to undertake to fix tho price of cotton or to advance
money on cotton in storage and that Congress was a slow-moving body
and could not meet emergencies.

Union Presidents,

On the 6th inst., at the annual meeting of the Association
of State Farmers’ Union Presidents at New Orleans, tho stand

of President Popo in opposing the eight-hour railroad law

was endorsed.
In further expressing his views regarding tho railroad legis-
lation on the 9th inst.,, Mr. Pope said:

The farmers stand for a fair wage to both labor and capital engaged in
handling tho products of the soil from the time they leave tho hands of tho
farmer until they reach the ultimato consumer. This applies not only to
transportation but to all industries engaged In serving tho agricultural in-
terests of this nation. Wo favor an eight-hour working day for all those
who labor, with as largo a compensation as business conditions justify.

For my part, | question tho wisdom of Congress fixing wages of labor
employed by private enterprises. | doubt if It Is in tho interest of cither
labor, capital or tho people to make tho wago schedule of railroad employees
a political issue.

But bo that as it may, wo have passed that legislative milo post and
organized labor now stands committed to Government regulation of wages
and Congress has thrust upon the peoplo of this nation a new responsibility.
Since tho peoplo aro to fix wages, at least of railway employees, every
citizen should diligontly study tho subject.

In my opinion, tho next session of Congress should readjust wages of all
railroad employees from railroad president to section laborer, giving all a
squaro deal and fixing a schedule of pay based upon business justico and
human rights.

B. F. BUSH SEES DESTRUCTION AND ANARCHY
PRINCIPLE OF ARBITRATION IS NOT UPHELD.
Tkd far-reaching consequences of tho situation developed
by the compliance of Congress with the demands of labor in
the enactment of tho eight-hour railroad law, wero portrayed

IF

by B. F. Bush, receiver of tho Missouri Pacific RR ., before
the St. Louis Railway Club on tho 8th inst. Mr. Bush, in
cautioning against tho sweeping asido of tho principle of
arbitration, for which the railroads had contended, pointed
out that “if this principle is not held steadfast and allowed to
govern in tho settlement of differences that may arise
labor and those who provido tho means for its
employment, then destruction and anarchy, with its attend-
ant horrors, aro liable to

between

run riot in tho industrial and
commercial affairs of our country. “Tho threat of force,”
said Mr. Bush, “made by tho brotherhood chiefs, and their
refusal to submit their demands to an impartial board of
arbitration, stamp their judgment and sense of fairness as
unsound and of a character which demands that tho nation
must take positive steps to protect itself in tho futuro from
like actionliablotoariso.” While the cost to tho railroads of
tho eight-hour day, with overtime, has been estimated at
$100,000,000, according to Mr. Bush, if the roads yielded to
the demand from this small percentage of their employees
they would in all likelihood have a like demand made upon
them by the others, and tho increased cost would probably
reach nearly $300,000,000 per year.
in detail:

You all know something of the controversy between the railroads and tho
trainmen which has recently engaged tho attention of tho country. You
also know how tho question was temporarily disposed of by tho President
and by Congress under duress of a striko that it was feared would be a
national catastrophe.

Whon tho best paid and most favored class of employees of our railroads
tako such an arbitrary stand as that taken by tho four brotherhoods of tho
trainmen, and tho entire country is threatened with privation and diro

disaster if their unreasonable demands aro not complied with. It does not
romlse well for tho ultimato outcome of the labor cause.

Below aro his remarks

When tho chief executive of the nation and tho highest law-making
representatives of the peoplo are, by threats of any body of workers, pre-
vented from discharging their duty to all, and are coerced in their legisla-
tive action without proper deliberation or investigation of tho merits of tho
guestion at issue, wo may well pause to consider tho serious situation with
which wo aro confronted.

The excessivo demands of the men for an eight-hour day with pay tho
same as they aro now receiving for ten hours’ work, and payment for an
hour and a half of service for overy extra hour, were patiently and thorough-
ly canvassed by tho managers, and it was demonstrated beyond a doubt
that a compliance with them in tho increased expenditures would work
bankruptcy and ruin to the railroad properties throughout tho country.

Notwithstanding this, however, tho railroads wero willing to submit tho
question to arbitration in the hope, of course, that they would bo permitted
to increase their rates if the demands of tho men were allowed.

You aro familiar with the result; tho trainmen would not consent to
arbitration and called a strike. To avert the great loss and suffering threat-
ened by this course, Congress, on the recommendation of tho President,
without deliberation or investigation of the consequences to the carriers,
rushed through hastily a special Act making eight hours’ work with ten
hours’ pay the legal basis for the men operating trains.

Manufacturers and shippers throughout tho country protested most
strongly against an adjustment of this question, that would place a burden
upon them of increased rates, and under the circumstances tho railroads
recommended that there bo an investigation by some governmental au-
thority of all the facts in tho case and the action to bo later taken bo
measured by tho ascertained facts.

Tho railroad eight-hour day, owing to the peculiar and variable conditions
governing, is unlike the eight-hour day in tho industrial world. Tho
railroad day is only a basis for computing pay and overtime, and by tho
oxistent and necessary methods of train operations, it is impracticable to
uso eight hours as the length of daily servico. Tho length of daily service is
subject to variable conditions beyond tho control of tho management.

The managers made a careful and painstaking examination of tho entiro
question and reached a clear understanding of its magnitude and tho
serious consequences to tho railroads and to tho public involved. They
reached the conclusion that as trustees for the public served by tho lines
and for the other employees, which constitute 80% of the forces interested
in tho wago fund, as trustees also for tho millions of peoplo who have in-
vested their capital and savings in the properties, who through savings
banks and insurance companies, aro vitally Interested to tho extent of
hundreds of millions of dollars in the integrity and solvency of tho rail-
roads, they could not in justico to thorn and to their own conscience sur-
render tho principle involved.

Demands Termed Unreasonable.

No stablo settlement of such a momentous question could be reached
wero tho railroads to acquiesce in tho unreasonable demands of tho train-
men, as thero might be a recurrence of them at a futuro time with all of
tho threatened disastrous consequences.

Tho eight-hour day with overtime, as demanded, has been estimated to
cost tho railroads 8100,000.000, but if they yielded to tho demand from
this small percentage of their employees they would in all likelihood have
a like demand made upon them by tho others, and the increased cost would
probably reach nearly S300.000.000 per year. This sum would approximate
4% on the capital stock of all the railroads in tho United States.

Such an amount could not bo made up by an increase in rates without
a determined opposition on tho part or manufacturers, shippers and con-
sumers, and wo know that their hostile influence in tho past has operated
to prevont much-needed increases.

Tho striko has been averted for tho time being by tho action of Con-
gress, but as tho country may be menaced at any time by a similarcrisis,
legislation should be enacted that will forever mako it practically impossible
for tho nation’s welfaro to bo jeopardized in any such manner.

Tho threat of force mado by tho brotherhood chiefs, and their refusal to
submit their demands to an impartial board of arbitration, stamp their
judgmont and sense of fairness as unsound and of a character which de-
mands that tho nation must take positive stops to protoct itself in tho
futuro from like action liable to arise.

| greatly deplore the situation from tho standpoint of a citizen, of arail-
road executive and as ono who has always uphold tho rights and promoted
the interests of labor in every rcasonablo and consistent manner. 1
believe that tho cause of labor has been very much hurt among tho con-
siderate and thinking public by this despotic action of tho leaders of tho
brotherhood.

Whon the chiefs of these organizations, whoso members aro tho highest-
paid railroad employees, present an ultimatum that if their terms aro not
accepted, they will prostrato and striko down all Industry and commer-
cial activities, throw millions of other workers out of employment, and
bring privation and suffering upon tho whole people, it behoovos those who
aro responsible for the laws anti government of our country to tako notlco
and provide efficient safeguards.

Tho railroad managers went so far as to offer to keep tho time of all
men represented in tho movement upon an eight-hour basis, and by separ-
ate account with each man monthly maintain a record of tho pay received
and what it would amount to on tho eight-hour day basis, tho difference
to bo paid tho men if so decided by a commission of investigation to bo
appointed by tho President.

Whilo insisting upon tho principle of arbitration as tho only proper
method of Bottling labor disputes, tho railroads gavo tho employees every
possiblo consideration in that respect by offering to arbitrate through tho
Inter-Stato Commerco Commission, under tho Nowlands Act, or by a
commission to bo selected by President Wilson.

All of theso offers wero rejected and tho eight-hour day on basis of ten-
hour pay was rigidly insisted upon.

Considering the conditions which confronted them and the gravo respon-
sibility to their owners, their employees and the business interests of tho
country which rested upon them, tho managers decided to face tho situation
and not yield their contention for arbitration, bolieving that tho futuro
stabilizing of conditions depended upon such action, and by pursuing that
course they would have tho support and confidence of tho public.

Tho peoplo of this country should appreciate tho firm stand taken by
tho railroads in upholding tho principlo of arbitration. If this principlo is
not held steadfast and allowed to govern in tho sottloment of differences
that may arise between labor and thoso who provido tho means for its
employment, then destruction and anarchy, with their attendant horrors,
are liable to run riot in the industrial and commercial affairs of our country

This contention of tho brotherhood is a very gravo matter and. as citi-
zens, wo cannot shirk tho responsibility of helping to crystalllzo measures
which will safeguard from internal strife the futuro of our country.

Tho possibilities of danger from this cause aro so imminent and far-
reaching that Governmental action should bo promptly taken to protect
our country from such crises, to the end that wo may always havo our
affairs administered by law and not by forco.
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BILL AMENDING FEDERAL RESERVE ACT BECOMES
A LAW.

The bill amending the Federal Reserve Act, as agreed to

in conference and adopted by the Senate on Aug. 20 and the

House on Aug. 29, was signed by President Wilson on the
in our issue

7th inst. The conference report was printed
of Aug. 20. The bill makes essential changes in tho Fed-
eral Reserve Act. An amendment to Section 11 empowers

the Federal Reserve Board, upon an affirmative vote of

not less than five of its members, to permit member banks
to carry in the Federal Reserve banks any portion of their
reserves now required to be held in their own vaults. The
legislation broadens the provisions governing the ac-
Included

new
ceptance by member banks of paper for discount.
in the new legislation is a paragraph permitting Federal Re-
serve banks to make advances to member banks on their
promissory notes for a period not exceeding fifteen days at
rates to be established by such Reserve banks, subject to the
approval of the Reserve Board. The Reserve Act is also
amended so as to permit national banks doing business in a
locality having a population of not exceeding 5,000 to act as
agents for any fire, life or other insurance company and
as agents for the negotiation of loans on real estate located
within a radius of 100 miles.

A very important change is that made in Section 10 of tho
Reservo Act,which deals with tho right to issue Reserve notes.
Section 16 has been amended so as to allow Federal Reservo

banks to turn over to Federal Reserve agents as collateral

for Federal Reserve notes, in addition to paper rediscounted
under Section 13 of tho law, “ bills of exchange indorsed by a

member bank of any Federal Reserve District and purchased

under tho provisions of Section 14 of this Act, or bankers’

acceptances purchased under tho provisions of said Section
14.” It deserves to bo stated that Section 14 is the section
dealing with the open market operations of tho Reserve
banks. A further amendment to Section 16, which would
havo authorized and encouraged Federal Reservo banks to
issue Fedoral Reserve notes based upon gold or gold certifi-

cates was dropped in conference. The amendments to tho

Act also provide new measures for the furtherance of tho
foreign commerce of the United States through the establish-
ment of foreign branches, by national banks having a capital
and surplus of S1,000,000 or more. The proposal to permit
national banks in cities of 100,000 inhabitants and having a
capital and surplus of over $1,000,000 to establish domestic
branches was stricken out in conference. Below wo give
tho amendments as enacted into law.

(In tho following, changes from the old law are shown In Italic type

That part of tho okl law which has been eliminated is printed in black-faced
type and enclosed in black-faccd brackets (]).
DOMESTIC ACCEPTANCES, AND OTHER MATTERS.

An Act to amend certain sections of tho Act entitled “Federal Roso,.v»
Act, approved Doc. 23 19X reserve

lie it enacted by the Seriate and House of Representatives of the United ~tmn*
of America in Congress assembled. Mates

=That tho Act entltlod ‘Federal Reserve Act,” approved Dec 23 1012
be, and is hereby, amended as follows: ‘2d ~13,

At the end of section 11 insert a now clause as follows-

(m) Upon the affirmative vote of not less than five of its member*
Federal Reserve Hoard shall have power from time to lime, by general rulinas
covering all districts alike, to permit member banks to earni in the n I |
Reserve banks of their respective districts any portion of their retcJ~ ™
required by section 19 of this Act to be held in their own vaults now

That Section 13 be, and is hereby, amended to read as follows- “Anv
Federal Roservo bank may receivo from any of its member banks and from
tho United States, deposits of current funds in lawful money, national w t
not<w. Federal Reservo notes, or checks, and drafts [upon solvent member
banksj, payabio upon presentation, and also, for collection, malurinn hilt-
or solely for purposes of exchange or of collection [purposes,! may receive
from other Federal Reserve banks deposits of current funds in lawful
money national bank notes, or checks [and drafts] upon [solvent mem
ber or] LJu(mer Federal Reserve banks, and checks and drafts Qav.m,,

own indorsement exclusively any Federal Resorv >y,su”h bank>as 10 ils

notes, drafts, and bills of exchan”e artsing mu dteCOU” &
transactions; that is, notes, drafts, and bills of exchnm™ i a *ommcrcial
for agricultural, industrial, or commercial purposes', or Unproceeds of
which havo been used, or are to be used, for such purposes the F 7

Reserve Board to havo tho right to determine or define tho character

paper thus eligible for discount, within tho meaning of this Act t
in tills Act contained shall bo construed to prohibit such notes ii, * *“

°

bills of exchange, secured by staple agricultural products or mho 'T «
wares, or merchandise from being eligible for such discount- i, t KOOx s*
nition shall not include notes, drafts, or bills coveringmerely dofi-

or issued or drawn for the purpose of carrying or trading in stn 1cstn,onts

or other Investment securities, except bonds and no*ess

ment of tho United States. Notes, drafts, and bills admitted to z T z

under the terms of this paragraph must havo a maturity at tho thnT'f

discount of not more than ninety days [.], exclusive of days of grace
Provided, lhat notes, drafts, and bills drawn or issued for agrlculture

purposes or based on live stock and having a maturity not «

months exclusive of days of grace, may be discounted in an amou” to he

limited to a percentage of tho [capital] assets of tho Federal Ro!

bank, to bo ascertained and fixed by the Federal Reserve Board

malurtni

[ Any Federal Reserve bank may discount acceptances which are
based on the importation or exportation of goods, and which have
a maturity at the time of discount of not more than three months,
and indorsed by at least one member bank. The amount of accep-
tances so discounted shall at no time exceed one-half the paid up and
unimpaired capital stock and surplus of the bank for which the re-
discounts are made, except by authority of the Federal Reserve
Board, under such general regulations as said Board may prescribe,
but not to exceed the capital stopck and surplus of such bank.]

‘Tho aggregate of sucE notes, and bills bearing the signature or
Indorsement of any one Aperson, company, firm or cor-
poration rediscounted for any one bank shall at no time exceed 'ten per
centum of tho unimpaired capital and surplus of said bank; but this restric-
tion shall not apply to the discount of bills of exchange drawn in good
faith against actually existing values.

B

"Any member bank may accept drafts or bills of exchange drawn upon
it [and growing out of transactions involving the importation or
exportation of goods] haying not more than six months’ sight to run

0% 0? ok B | I

=z 3%?%5
%mahﬁ[but] no bank

shall accept such bills to an amount equal at any time in the aggregate
°”c~ha,f of its Paid-up and unimpaired capital stock and

sm-nin'0 t,la”

geueralVeG L n y °f th® Fcderal Kcscrvo B<>ard. under such
til i Sa d Board may prescribe, but not to exceed the capi-

tal stock and surpius of such bank and such régulations shall annlv tr. ill

banks allke re ardless of the amount of ca p |ta ~ T n "su rX

provisions this

! r r ChaSe by Fcderal ncsme banks he
! aOrbv t1?dJ,osU or Pledge of bonds or notes of the Unlted Stales.

im SCAU°n 5202 Of tho Bevlsed Statutes of the United States is hereby

any t?medeafn?eh~f “ f2UoWS: N° national banking association shall at
bM "' °r In any Way liable' t0 an amount exceeding tho
StOck at such tfmo actually paid in and remaining
" °therwise’ eXCept oa account of demands of the

™
nndtnTiri T
nature "Slowing:
“First. Notes of circulation.
f|M(I°rKI7 ~ ° neyS
* Bills of exchange or drafts drawn against money actually on
dep05|t 'to tho credit of the association, or due thereto

StOckholders of the association for dividends

with or collected by the association.

and reserve Zotlz ™ t0

Fifth Liabilitiesincurred under the provisions of the Federal Reserve Act
Tmim*™12. discount and rediscount and the purchase and sale by any Federal

bySUS.shtitrbs 10

ZderlITR ~2Z 2z T 100" and regu,ations M may be imposed by the
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&Iat subsection (e) of Section 14 be, and Is hereby, amended to read
ows:

exchange, and

“ (e) to cstablishjaccounts with'othcr Federal Rcservo banks for exchange
Purposes, and with tho consent of tho Federal Reserve Board to open and
maintain [banking] accounts in foreign countries, appoint correspond-
ents, and establish agencies in such countries wheresoever it may doom
best for tho purpose of purchasing, selling, and collecting bills of exchange
and to buy. and sc... with or without its endorsement, throughsuckcorres:
pondents. or agencies, bills of exchange, arising out of actual commercial
transa&nons which have not more than ninety days to run.

%’whlch l&aﬁ’e ig ure of two, or morea_asponsmle
il

That the second paragraph of Section 16 bo amended, and is hereby
amended to read as follows:

ar IES
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“Any Federal Reserve bank may make application to the local Fedora
Reserve agent for such amount of the Federal Resorvo notes herein-
before provided for as It may require. Such application shall be accom-
panied with a tender to tho local Federal Reservo agent of collateralin
amount equal to the sum of tho Federal Reservo notes thus applied for and
issued pursuant to such application. The collateral security thus offered
shall be notes, [and] drafts, billsof exchange ,or acceptances [accepted for
re-discount] rediscounted under tho provisions of Section 13 of this Act,
or bills of exchange indorsed by a member bank of any Federal Reserve disclric
and purchased under the provisions of Section 14 of this Act, or bankers ac-
ceptances purchased under the provisions of said Section 14, [and] Tho
Federal Reserve agent shall each day notify the Federal Reservo Board
of all issues and withdrawals of Federal Rcservo notes to and by the Federal
Reservo bank to which he is accredited. Tho said Federal Rcservo Board
may at any time call upon a Federal Reserve bank for additional security
to protect the Federal Reservo notes issued to it.”

LOANS ON REAL ESTATE.
That Section 24 be, and is hereby, amended to read as follows:
LOANS ON FARM LANDS AND OTHER REAL ESTATE.

“Sec. 24. Any national banking association not situated In a central re-
serve city may make loans, secured by improved and unencumbered farm
land situated within its Federal Reserve district or within a radius of one hun-
dred miles of the place in which such bank is located, irrespective of district lines,
and may also make loans secured by improved and unencumbered real estate
located within one hundred miles of the place in which such bank is located,
irrespective of district lines but no [such] loan made upon the security of
such farm land shall be made for a longer timo than five years, and no loan
made upon the security of such real estate as distinguished from farm land shall
be made for a longer time than one year nor [for an] shall the amount of
any such loan, whether upon such farm land or upon such real estate, [exceed-
ing] exceed fifty per centum of tho actual value of the property offered as
security. Any such bank may make such loans, whether secured by such
farm land or such real estate, in an aggregate sum equal to twenty-fivo
per centum of its capital and surplus or to one-third of its time deposits
and such banks may continue hereafter as heretofore to receivo time de-
posits and to pay interest on tho same.

“The Federal Reserve Board shall have power from time to time to add
to tho list of cities in which national banks shall not bo permitted to make
loans secured upon real estate in tho manner described in this section.”

BANKING CORPORATIONS AUTHORIZED TO DO FOREIGN
BANKING BUSINESS.

That Section 25 be. and is hereby, amended to read as follows:

“ Sec. 25. Any national banking association possessing a capital and
surplus of $1,000,000 or more may file application with tho Federal Reserve
Board for permission to exercise, upon such conditions and under such regu-
lations as may be prescribed by the said Board, [for the purpose of secur-
ing authority to establish branches in foreign countries or depen-
dencies of the United States for the furtherance of the foreign com-
merce of the United States, and to act, if required to do so, as fiscal
agents of the United States. Such application shall specify, in
addition to the name and capital of the banking association filing it,
the place or places where the banking operations proposed ore to
be carried on, and the amount of capital set aside for the conduct
of its foreign business. The Federal Reserve Board shall have
power to approve or to reject such application, if, in its judgment,
the amount of capital proposed to be set aside for the conduct of
foreign business is inadequate, or if for other reasons the granting
of such application is deemed inexpedient.] either or both of the follow-
ing powers:

[ “Every national banking association which shall receive author-
ity to establish foreign branches shall be required at all times to fur-
nish information concerning the condition of such branches to tho
Comptroller of the Currency upon demand, and the Federal Reserve
Board may order special examinations of the said foreign branches
at such time or times as it may deem best. Every such national
banking association shall conduct the accounts of each foreign
branch independently of the accounts of other foreign branches
established by it and of its home office, and shall at the end of each
fiscal period transfer to its general ledger the profit or loss accruing
at each branch as a separate item.]

“"First. To establish branches in foreign countries or dependencies or
insular possessions of the United States for the furtherance of the foreign
commerce of the United States, and to act if required to do so as fiscal agents
of the United States.

"Second. To investan amount not exceeding in the aggregate ten per centum
of its paid-in capital stock and surplus in the stock of one or more banks or
corporations chartered or incorporated under the laws of the United States
or of any State thereof, and principally engaged in international or foreign
banking, or banking in a dependency or insular possession of the United States,
either directly or through the agency, ownership, or control of local institutions
in foreign countries, or in such dependencies or insular possessions.

"Such application shall specify the name and capital of the banking asso-
ciation filing it, the powers applied for, and the place or places where the
banking operations proposed are to be carried on. The Federal Reserve Hoard
shall have power to approve or to reject such application in whole or in part
if for any reason the granting of such application is deemed inexpedient,
and shall also have power from time to time to increase or decrease the number
of places where such banking operations may be carried on.

"Every national banking association operating foreign branches shall be
required to furnish information concerning the condition of such branches
to the Comptroller of the Currency upon demand, and every member bank
investing in the capital stock of banks or corporations described under sub-
paragraph 2 of the first paragraph of this section shall be required to furnish
information concerning the condition of such banks or corporations to the
Federal Reserve Board upon demand, and the Federal Reserve Board may order
special examinations of the said branches, banks, or corporations at such time
or times as it may deem best.

"Before any national bank shall be permitted to purchase stock in any such
corporation the said corporation shall enter into an agreement or undertaking
with the Federal Reserve Board to restrict its operations or conduct its business
in such manner or under such limitations and restrictions as the said Board
may prescribe for the place or places wherein such business is to be conducted.
If at any time the Federal Reserve Board shall ascertain that the regulations
prescribed by it are not being complied with, said Board is hereby authorized and
empowered to institute an investigation of the matter and to send for persons
and papers, subpoena witnesses, and administer oaths, in order to satisfy
itself as to the actual nature of the transactions referred to. Should such

investigation result in establishing the failure of the corporation in question

jof the national bank or banks which may be stockholders therein, to comply

1N <regulations laid down by the said Federal Reserve Board, such national
I".'may be required to dispose of stock holdings in the said corporation upon
sonablc notice.

"Every such national banking association shall conduct the accounts of
each foreign branch independently of the accounts of other foreign branches
established by it and of its home office, and shall at the end of each fiscal
period transfer to its general ledger the profit or loss accrued at each branch
as a separate item.

"Any director or other officer, agent, or employee of any member bank
may, with the approval of the Federal Reserve Hoard, be a director or other
officer, agent, or employee of any such bank or corporation above mentioned
in the capital stock of which such member bank shall have invested as herein-
before provided, without being subject to the provisions of Section 8 of the Act
approved October 15th 1914, entitled ‘An Act to supplement existing
against unlawful restraints and monopolies, and for other purposes.' ”

laws

FEDERAL RESERVE BULLETIN ON OPERATION OF
THE CLEARING PLAN.

A table showing the results of tho operation of tho Federal

Reserve inter-district collection systom for tho first month,

from July 15 to Aug. 15, is furnished in an article dealing
with the subject published in tho September number of tho
“Federal Reserve Bulletin.” Tho average amount of daily
clearings for the twelve Federal Rcservo banks during tho
month was 859,301,690, tho average number of items
handled daily amounting to 133,113. We tako tho follow-
ing from the “Bulletin” in the matter:

OPERATION OF THE CLEARING PLAN.

Clearing and collection of checks under tho plan recommended by tho
=Federal Reserve Board may bo said to bo satisfactorily Inaugurated, though
it is but fair to state that many little adjustments and improvements re-
main to bo made, some of which will require several months of patient work
to fully accomplish. The plan had on Aug. 15 been in effect only one month,
henco it is only possible to give figures which show what had been dono by
tho twelve Federal Reservo banks in tho first few weeks.

During the first thirty-day period tho average amount of daily clearings
for the twelvo banks was $59,301,695, with tho averago number of items
133,113. Federal Reserve banks can collect at par from 7,624 member
banks and 7,032 State banks, a total of 14,656 banks. There is given
below a table showing briefly the operations of tho twelvo banks.

Operations of the Federal Reserve Inter-District Collection System, July 15
1916 to Aug. 15 1916.

Average Mem - State

number Average ber banks,

Bank. of items amount of banks  remit-

handled dailu clearing. in the tance

daily. district. at par.

Boston 28,906 $7,333,007 00 402 a24l
Now Yor 24,230 14,705,303 00 624 27
Philadelphia:” — 17,123 8,651,377 00 629 135
Cleveland _. 9,799 3,804,794 00 758 470
Richmond_ 9,897 3,632,248 00 519 294
Atlanta 7,347 1,681,462 00 391 462
Chicago 11,970 8,077,696 00 991 1,348
st. Louis___________ 5.474 2,451,748 83 469 734
Minneapolis 64,500 ¢3,550,744 748 1,000
Kansas City 6,923 680.374 00 940 1,328
Dallas,d 5,470 1,143,942 00 634 241
San Francisco 1.474 589,000 00 519 752
Total 133,113  $59,301,695 94 7,624 7,032

a All Stato banks in district.

b Approximately.

¢ Includes $2,635,913 83, representing clearings between Minneapolis
and St. Paul banks handled through clearing house.

d Figures from July 6, inauguration of systom.

There was general discussion of questions which havo arisen in tho first
month’s operation of tho plan at a conference of Governors held In Boston
during tho week of Aug. 21.

It has been necessary for tho banks to employ a considerable number of
additional clerks in connection with tho clearing, and in some cases there
has been difficulty in finding a sufficient number of experienced employees.
Additional work has also been imposed upon tho tollers through tho receipt
of shipments of money and all dopartnionts of tho banks havo been partakers
in tho extra burden of work.

In tho Boston district all Stato banks to tho number of 241 remit at par.
Fifteen national banks and fifteen trust companies in Fairfield County,
Conn., which is now a part of tho New York district, remit also to tho
Federal Reserve Bank of Boston at par.

At tho Philadelphia Federal Reserve Bank tho total number of items
cleared during tho last fifteen days of July was 32,504 and their amount
was $55,399,443. During tho noxt fifteen days, from Aug. 1 to Aug. 15*
tho number of items cleared was 76,827 and tho amount of tho clearing
$111,430,394.

The volume of the clearing at tho Clovclatul Federal Rcservo Bank on
Aug. 15 was $3,942,441.

Some large Chicago banks having correspondents and connections
throughout tho country havo preferred not to avail themselves of the
facilities of the Chicago Federal Reserve Bank, sending to that bank only
a small percentage of thoir items. At tho samo time Chicago member
banks report that banks in many cities which havo heretofore been oxchango
points are now willing to remit at par for checks sont to thorn. Of tho items
handled by tho Chicago Bank during tho firt month of tho operation of tho
clearing plan approximately 40% were on banks in tho district outside tho
city of Chicago, 25% on Chicago banks, 5% on other Federal Rosorve
cities, and 30% on other districts outsido Federal Rcservo cities.

In explanation of tho figures for tho Federal Resorvo Bank of St. Louis
it may bo stated that many of tho member banks in that district aro changing
their methods of handling checks slowly and attempting to dotormino
whether it Is cheaper to handle them direct, through tho Federal Resorvo
Bank, or through tho country clearing houses operated in St. Louis and
Juuuisvhu;.

Tho Kansas City Federal Reserve Bank did not handle Stato bank items
except in a very insignificant amount until after tho distribution of tho par
listjon Aug. 15. Since that timo tho Stato bank Items havo greatly incroasod
in number and total amount.

Items from small country banks show a gradual but noticoablo incroaso
at tho Federal Reservo Bank of Dallas.

At San Francisco tho Federal Reservo Bank has undertaken tho collec-
tion of checks from non-member banks upon substantially tho samo basis
as from member banks. Sovon-oighths of tho non-mombor banks upon
which tho bank has had checks havo consented to remit without deduction
for exchange.
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SUBURBAN BANKS IN COOK COUNTY, ILL., PROTEST
AGAINST CLEARING HOUSE CHARGES.

A protest against tho new rule of tho Chicago Clearing
House Association, under which member banks are required
to charge for collecting checks drawn on banks in Cook
County outside of Chicago, has been lodged with tho Asso-
ciation by the banks affected. Forty-nine of the suburban
banks, it is stated, have petitioned tho Clearing House for
a reconsideration of its action. The schedule of charges
established by tho Clearing House, according to tho Chicago
“Tribune,” and

is 5 cents an item on checks of $50 or less,

on moro than $50, 3 cents, plus 25 cents each on two-day

items, 50 cents on four-day items, and $1 on eight-day items.
The suburban banks insist these charges, which are entirely

new, are discriminatory and will result in driving some of

their business to banks inside tho circle. A sub-committee

of the Clearing House is considering the protest.
J. M . Appel, Vice-President of the First National Bank
Wilmette, 111,

statement to the committee:

Sixty-two banks aro operating in Cook County outsldo of tho Chicago
boundaries, of which only eight aro members of your Association. | am
told they have deposits of approximately S30.C00.000. It is estimated
that they have on deposit in Chicago banks to-day no less than $5.000,000.
Although outside of tho present city boundary lino, these banks, like every
other enterprise or industry In Cook County, aro a part and parcel of Greater
Chicago. In view of this, It is quite natural that checks drawn on those
banks should pass current In Chicago. This precedent, established over
ton years ago, has grown Into a custom and the patrons of those banks have
been educated to It.

as spokesman, has addressed tho following

E N HURLEY ON “THE BANKER AND OUR BUSINESS
PROBLEMS.”

Tho importance of an adequate system of cost accounting
to business men was pointed out anew by Edwardn . Hurley,
Chairman of tho Federal Trado Commission, at tho annual
meeting of tho Ohio Bankers' Association at Columbus, on
tho 13th inst. Mr. Hurloy also directed his hearers to tho
necessity of looking ahead to tho future conditions which
W0 must proparo to meet. “Almost before we know it,”
ho said, “wo will find a now Europe competing against us
with war-sharpened brains and war-hardened muscles, not
only in our foreign markets but also right hero at homo.
If our industries aro not to bo caught slow of mind and
flabby of muscle wo must improvo our business organization,
must increase our manufacturing and merchandising effi-
ciency and must keep pace with every stop in Europe’s
industrial progress.” In part, ho further said.

In considering our position after tho war, | wish to talk chiefly about
what wo must do hero at home, but | cannot talk to you on this subject
without first referring briefly to what wo must do In our foreign business.
Next to England wo have tho greatest foreign trado oi any nation in tho
world  Our exports and imports reach billions of dollars in valuo. Gentle-
men wo must keep and expand that great trade. It moans tho full tldo
of prosperity for our factories and farms. It means tho best comforts
and conveniences of modern civilization for tho families and homes of this
country. But, If wo aro to keep that trado and make it grow as a healthy
business should grow, wo must have the organization and tho facilities
needed. Tho government is alive to this fact. Through tho Shipping
Hill it is striving to improvo our merchant marine. Tho Webb-Oulberson
bill, which has passed tho House, and which | hope will pass the Sonato
in December, will legalizo co-operative Joint oxporting agencies by American
manufacturers and producers, oven among competitors, and will enable
Americans to compoto on more nearly equal terms with the powerful
combinations of foreign manufacturers that play so largo a part In Inter-
national commcrco. Through the Federal Reserve Act and tho amendment
thereto that has just been made law, American banks can now deal In
foreign drafts and acceptances and can co-operate with each other to
engage In foreign trade banking. Thus, tho Government Is doing Its
part now tho business men of this country must do their part, and gcntlo-
men, you must do yours, R .

One of the most Significant factors In foreign trade Is the banker. As
tho wonderful foreign trado of Great Britain dovelopod, British banks
established branches and agencies all over the world. British foreign
trade banks do business, for example, not only all over South America,
tho Orient, tho East Indies and all along tho coast of Africa, but far Inland
as well. There aro branches of British banks 300 miles up the Niger,
800 milt's up tho Zambezi, and 1,000 miles up tho NUo. When Germany
began her "drive” for foreign trade sho established her own banks in
South America, Africa, tho Orient, and tho Levant. Sho understood the
necessity of having her own banks In foreign markets If her Importers and
exporters were to finance their shipments as they wished, wero to have tho
credit information needed, and wero to extend tho credits required.

So far as tho United States is concerned wo aro almost without foreign
trade banks of our own. Only one bank has gono into this business on
any extensive scalo and It has only begun. Tho total capital and reserves
of tho 57 British overseas banks exceed $500,000,000. Excluding tho
Hank of England, these 57 banks havo a greater total capital and surplus
than tho 50 domestic banks of tho United Kingdom, with their 8,000
branches. On tho other hand, although our domestic banks, loan and
trust companies havo a capital and surplus of $3,400,000,000, which equals
that of all tho domestic banks of ail the rest of the world combined, tho
capital and surplus represented In our oversea banking Is less than $7,-
000,000. And that condition oxlsts in tho faco of tho fact that our foreign
trado Is tho socond greatest In tho world, Is valued in billions of dollars
and calls for tremendous banking and financial transactions ovory day.
This means that wo aro permitting our commercial rivals to do our forolgn
banking for us and to obtain tho profits and commercial advantages that
naturally result.

To establish foreign branch banks and agencies, to placo at tho disposal
of our exporters American financial facilities instead of compelling them
to depend on British, German and French, to give the necessary Information
of foreign credits, and to assist our exporters and Importers to finance
their transactions—all this is the province of the American banker. That
Is his part in tho organization of American business so as to hold and
extend our foreign trade. It is not merely a duty. It is an opportunity.
It means more business and moro profits for our banks. For example,
British and German foreign trade banks are well paid for carrying the
credits of Latin American merchants and importers. British banks
annually earn some commission or make some profit on every dollar of the
nine billion dollars’ worth of International bills drawn on London.

This Is not merely the opportunity of the bankers of the coast cities.
Inland bankers have their foreign trade opportunities, and you have yours
right hero In Ohio. In Cleveland, Cincinnati, Columbus, Toledo, Dayton,
Springfield, Akron, Youngstown, Niles, Canton, Newark, Marlon, Shelby,
Mansfield, Hamilton and other Ohio cities overseas trade is growing
rapidly and export shipments aro mado constantly. Furthermore, Ohio
merchants and manufacturers Import millions of dollars worth of com-
modities every year. | presume that Akron alone buys one-fourth of all
tho crude rubber of the world. All these transactions Involve the services
of bankers. In short, gentlemen, foreign trade banking business that
you ought to handle passes your doors every day on its way to New York
or London. This war has thrown the spot light on the opportunity; the

ofovernment has opened the door; It Is now up to you.

RICHMOND RESERVE BANK’S PLANS FOR
ANCE OF CURRENCY SHIPMENTS.

The Federal Reserve Bank of Richmond makes the fol-
lowing announcement concerning arrangements whereby cur-

INSUR-

rency may be sent to it by any bank or banker in the dis-
trict by registered mail
policies at the same rate the latter pays for outgoing ship-

insured under the Reserve Bank’s

ment:
FEDERAL RESERVE BANK OF RICHMOND.
Subject: Insurance of Currency Shipments.
Sept. 7 1910.
To the Cashier of the Member Bank Addressed:

This bank has mado arrangements by which currency may be sent to US
by any bank or banker in this district by registered mail insured under our
own policies at tho same rates which we ourselves pay on outgoing shipments,
which rates we believe to be lower than those you now have or are able to
obtain.

All that is necessary to render the insurance binding from the time of de-
livery of tho package to tho Post Office is to register the package, addressed
to this bank, and send us by mall on the same day, under separate cover,
advice of shipment, stating tho amount and requesting us to insure under
our policies. No writing should appear on the package indicating its
contents. *

Upon receipt of this notification of shipment we will charge to your
account the insurance premium and advise you of tho amount.

When currency shipments aro made, under tho terms of our collection
circular No. 45, to pay checks, in whole or in part, sent you by us, or sent
to you for our account, if you will notify us to that effect we will assume
tiio insurance premium and reimburse you for the amount of the postage
and registration fee.

Inasmuch as tho cost of currency shipments in denominations of $5 and
abovo by registered mail insured is less than when sent by express, we will
thank you to make all such sihpments to us in payment of chocks by
registeredimail,.inithe manner above described and we will take care of the
insurance.

When making shipments of currency the following rules, for your own
protection, should be observed whenever practicable:

1st. Havo tho currency counted when possible by
employees of the bank.

2d. Have the currency put up in one or moro packages and sealed by or
in tho presence of tho same persons who counted it. In every case request
should bo made that a return card, showing delivery of the package, be
furnished by the Post Office authorities.

3d. Notify us immediately by letter under separate cover that the ship-
ment has been mado, stating approximately the time when sent and the
amount and,kind of money contained in the package or packages.

All currency should be carefully assorted both as to kinds and denomi-
nations, and only lawful money fit for circulation or Federal Reserve notes
should bo sent to us.

two responsible

Respectfully,
GEO. J. SEAY, Goveror.

PAYMENT OF FEES TO NATIONAL BANK DIRECTORS.
it
national banks throughout the United States pay no fees to
thoir directors was issued under date of the 8th inst. by
Comptroller of the Currency John Skelton Williams. We
append herewith his announcement concerning the results

A statoment in which is shown that about half the

of his canvass in the matter:

The Comptroller of tho Currency mado public to-day the following
statement regarding tho fees paid by national banks to their directors, as
shown by the reports on this subject to the Comptroller’s office in the
year 1915.

The figures given include reports from about 7,500 out of 7,600 national
banks. About one-half of these national banks (principally tho country
banks) advise that they pay no fees to directors. Reports from tho other
half, or, say, 3,708 banks, show the following fees paid each director per
meeting attended:

Banks paying directors’ feesZof less than ono dollar (all being country

banks)

One dollar but Tess than two
Two dollars to three dollars....... .-
Threo dollars but less than five dollar
Five dollarg-----------meomoeeeeeeee

Moro than f

Ton dollars
Over ten dollars

3,708

There were only 43 banks in the reserve and central reserve cities which

reported paying their directors less than $5 per meeting, and of the 96

banks paying moro than $10 per mooting, 18 were located In central reserve
cities, 8 in other rcservo cities, and 70 were country banks.
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THE FEDERAL RESERVE ACT AND THE FARMER.
In answer to an inquiry as to what the Federal Reserve Act
had done for the farmer, the following letter, printed in the
September issue of the “Federal Reserve Bulletin,”
out by an officer of the Federal Reserve Board:

* was sent

One of tho prime objects of the Federal Reserve Act was to standardize
and stabilize interest and discount rates. Under our old system certain
classes of borrowers, with more readily available collateral, received tho
benefit of more ample credit facilities than did others, besides being favored
at all times with preferential rates. Furthermore, discount rates in this
country were subject to greater fluctuations than was the case in other
countries of equal commercial importance.

Tho needs of the farmer for financial accommodation may be classified
under three heads:

1. lie requires long-time loans when ho wishes to acquiro additional lands
or when he desires to make permanent improvements on land that he
already owns.

2. Ho requires credit, extending over a period of several months, at those
seasons of the year when his crops are being planted. The ordinary com-
mercial credit running from 30 to 90 days is not sufficient, for ho cannot
ordinarily repay his loans until his crops aro marketed: therefore he needs
credit extending over a period of six months. Under tho operation of our
old system, ho found himself unable to obtain an adequate credit for this
length of time, or else he was obliged to pay a higher rate of interest than
that current for loans maturing within 90 days.

3. As the great staple crops of this country (such as cotton, corn, wheat,
and tobacco) reach their maturity and are ready for market within a
period of a few weeks of each other, there always resulted a very large
seasonal demand for money during crop-moving periods, with acorresponding
scarcity of funds, high interest rates, and a natural depression of prices,
owing to heavy selling pressure on tho market. Comparatively few
farmers havo been sufficiently independent financially to onablo them to
exercise any judgment as to when they should sell their products, and thoy
have been obliged to dump their holdings upon an overburdened market,
thus giving tho purchaser (in most cases tho middleman) all tho advantage.
The rule has been that as soon as tho pressure is relieved, prices advanced
so that tho ultimate consumer received no benefit, while the profits went
to tho middlemen and speculators.

Tho farmers of the country, as well as those who are engaged in com-
mercial and manufacturing pursuits, havo been benefited by tho stabili-
zation of interest rates on a lower basis, which has unquestionably been
brought about by the operation of the Federal Reserve system. In addi-
tion to this, tho Federal Reserve Act has specifically provided for tho
betterment of tho farmers' condition by making it possiblo for them to
securo banking accommodations on equal terms with other classes of bor-
rowers, in order to relievo the necessities arising under any one of tho three
heads abovo enumerated.

Section 24 of tho Federal Reserve Act provides:

“‘Any national banking association not situated in a central reserve city
may make loans secured by improved and unencumbered farm land, situ-
ated within its Federal Reserve district, but no such loan shall be made for a
longer time than five years, nor for an amount exceeding 50% of tho
actual valuo of the propérty offered as security. Any such bank may make
such loans in an aggregate sum equal to 25% of its capital and surplus or to
one-third of its time deposits and such banks may continue hereafter as
heretofore to receive time deposits and to pay interest on tho same.’

In this connection, tho Federal Reserve Board’'s Regulation I, Scries of
1915, is cited as fully carrying into effect the provisions of this section. It
has never been contended, however, that Section 24 of the Federal Reserve
Act would meet all the requirements of farmers for long-time loans; but ade-
quate provision has been made under the Federal Farm Loan Act whereby
the Farm Loan Board will, within a short time, establish a system of farm
loan banks in tho United States, which banks will be empowered to make
loans extending over long periods of time.

Section 13 of the Federal Reserve Act provides:

““Upon_the indorsement of any of its member banks, * * any
Federal Reservo Bank may discount notes, drafts and bllls of exchan e
arising out of actual commercial transactions; that is, notes, drafts and bi
of exchango issued or drawn for agricultural, industrial or commermal
purposes, or tho proceeds of which havo been used, or aro to be used, for
such purposes * Nothing in this Act contained shall bo construed
to prohibit such notes, drafts and bills of exchango, secured by staple agri-
cultural products, or other goods, wares or merchandise, from being eligible
for such discount; but such definition shall not include notes, drafts or bills
covering merely investments or Issued or drawn for the purposo of carryin
or trading in stocks, bonds, or other investment securities, oxcept bonds an
notes of tho Government of tho United States. Notes, drafts and bills
admitted to discount under tho terms of this paragraph must have a ma-
turity at the time of discount of not moro than ninoty days: Provided, That
notes, drafts and bills drawn or issued for agricultural purposes or based on
lire stock and having a maturity not exceeding six months may be discounted
in an amount to be limited to a percentage of the capital of the Federal Reserve
bank, to be ascertained and fixed by the Federal Reserve Board.” (Tho italics
aro tho Reserve Board’s.)

Tho Federal Reserve Board has ruled that, as this section limits the total
of six months’ paper under discount at any one time by a Federal Reservo
bank to ‘‘a percentage of tho capital of tho Federal Reserve bank,” the total
of such loans must not exceed 99% of a Federal Reservo Bank's capital. It
has extended this limit to all Federal Reserve banks requesting it, and it has
also held (under advice of counsel) that tho term “capital,” as applied to
Federal Reserve banks, does not mean tho paid-up capital, but that it refers
to the subscribed capital. Hence the 99% limitation may bo construed by

mtho Board, if necessary, as applying to tho subscribed capital, which would
give, therefore, any Federal Reservo bank tho power to rediscount six
months’ paper to the extent of 198% of its paid-up capital, tho paid-up
capital being 50% of tho subscribed capital. As tho paid-up capital of
all Federal Reserve banks is approximately 855,000,000, it follows that their
capacity for rediscounting six months’ agricultural paper amounts to more
than 8100,000.000.

This section of the Act makes eligible for rediscount by a Federal Reserve
bank tho notes that tho farmers have been in tho habit of giving to provide
for their needs under heading 2, supra, and its application has already
resulted in moro adequate credit and lower interest rates, tho rediscount
rates on six months’ agricultural paper having ranged, in tho various
districts, from 4M to 5%. Attention is called in this connection to the
Board’s regulation C, Series of 1915.

Tho efficacy of tho Federal Reservo Act in providing for farmers’ needs
under heading 3, supra, was tested thoroughly and proved beyond question
during the crop-moving season of 1915. In the latter part of August 1915
tho Secretary of tho Treasury announced his purposo to deposit Government
funds in largo amounts with Federal Reservo banks in order to aid them to
carry out the policy, which had been recommended by tho Board, of en-
couraging the orderly movement of crops in their respective districts.
Only three of tho Federal Reserve banks indicated a desire for such deposits,
und a total of only 815,000,000 (85,000,000 in each of the three districts

of Richmond, Atlanta and Dallas) was deposited. On Sept. 3 1915 the
Federal Reserve Board issued Regulation Q, which regulation gives full
force and effect to Section 13 of the Federal Reservo Act. It provides for
preferential rates for commodity paper and defines such paper as “a note,
draft or bill of exchange secured by warehouse terminal receipts, or shipping
documents covering approved and readily marketable, non-perishable
staples properly insured.” Discount rates of 3% per annum were estab-
lished in all tho districts most directly concerned in tho movement of
crops, and, in order to bo sure that tho producers might receive tho benefit
of this low rate, tho regulation provided that tho rate should apply only in
those cases where tho borrower whoso paper was offered for rediscount by
tho member bank had been charged on tho paper offered a rate of interest
or discount, including commission, of not more than 6% per annum.

As a result of the steps taken by the Secretary of the Treasury, and tho
Federal Reservo Board, the abundant crops of 1915 wero marketed, not only
without tho usual seasonal disturbance in money rates, but actually at
rates lower than had hitherto been known, and in tho caso of one of thogreat
staplo crops of tho country, cotton, these measures resulted in conserving
to the producers values amounting to many millions of dollars, which
doubtless would otherwise havo gone to middlemen and speculators. Tho
outbreak of war in Europe in tho midsummer of 1914 found the cotton-
producing States about to market a crop which turned out to be nearly
16,000,090 bales. The export market was paralyzed, and tho close of tho
cotton year (July 31 1915) found tho world with a surplus of American
cotton of nearly 5,000,000 bales, with another crop of about 12,000,090
bales soon to be marketed. To complicate the situation further, tho bel-
ligerent powers blockading the coasts of Europe announced their intention
to declaro cotton an absolute contraband of war. A panicky feeling
existed throughout tho cotton belt; predictions were made freely of cruin
bling prices and of commercial disaster, yet prices of cotton, which at tho
opening of tho cotton year (Aug. 1 1915) ranged around 8 cents a pound,
instead of declining, advanced steadily, going abovo 10 cents on Sept. 15
and abovo 12vi cents on Oct. 20, so that tho producers of this great staplo
wero enabled by reason of tho facilities placed within their reacli by tho
Federal Reservo banks to market their crops in a gradual and orderly
manner, and to obtain tho full benefit of fair prices for tho fruits of their
toil.

This outlino of tho course of cotton prices in 1915 is mentioned simply
as exhibiting a striking examplo of the efficacy of tho Federal Reserve Act
in protecting producers, and at other times and under other conditions it
will bo just as effective in the caso of any other agricultural product as it
was in the matter of cotton.

There is no feature of tho Federal Reserve Act which is moro easily un-
derstood, nor which should bo moro highly appreciated by the public, than
tho relief it affords in crop-moving seasons. Beforo tho passage of tho
Federal Reserve Act the annual stringency in the money market and tho
high rates that prevailed during such periods always caused hoavy loss to
tho farmers of tho country, and did not confer any corresponding bonofit
upon tho consumers. Such conditions invited speculation and enabled
middlemen to reap profits from tho labor of others. The annual recurrence
of these tight money periods wero also a monaco to tho entire financial and
commercial fabric of this country, and while, in tho absence of other com-
plications, the banks of the country wero usually able to moot the domands
in some fashion without permanent derangement of tho credit structure,
still on two memorable occasions at least (to wit, 1873 and 1907) other
complications arose simultaneously with the crop-moving stringency, and
tho result was complete breakdown, financial panic, and disaster, from
which it took tho country years to recover.

INVESTIGATION OF ALLEGED LOBBY OPPOSING
PROVISION AGAINST CANADIAN FISHERIES.

We give below tho text of tho resolution adopted by the
Senate just beforo its adjournment on tho 8th calling for
an investigation into the activities of an alleged foroign lobby
opposing tho Chamberlain provision in tho War
Bill aimed at Canadian fisheries in tho Pacific Northwest.
As indicated in these columns last week, tho provision was
struck out during the conference on tho bill.
tion, which was submitted by Senator Curtis, is as follows:

Whereas, It lias been charged upon tho floor of tho Senato of tho United
States that a foreign Government had maintained a lobby in tho city of
Washington during this session of Congress; and

Whereas, It has been charged upon tho floor of tho Senato that such a
lobby so maintained did influence certain legislation and caused to bo
stricken from tho revenuo measuro a certain provision prohibiting tho ad-
mission of fresh and frozen halibut or salmon from tho North Pacific Ocean
or its tributary waters into tho United States through any foroign country,
oxcept when tho same shall bo in bond Inan American port; therefore, bo it

Resolved, That tho Lobby Committee of tho United States Senate bo, and
it is hereby, authorized and directed to investigate such charges and report
tho result to tho Senate at tho opening of tho next session of Congress or as
soon thereafter as practicable.

Rovenuo

Tho resolu-

PROVISIONS OF SHIP REGISTRY BILL FURTHER
SUSPENDED.

An order extending tho time during which tho domestic

laws relating to the survey, inspection and measurement of

vessels shall not bo applied to foreign vessels taking out

American registry under the Ship Registry Act of August 18
1914 was signed by President Wilson on tho 1st inst. With
the enactment of tho law these provisions wero suspended for
two years; the new order suspended the provisions for another
year. It likewise further suspends the provisions of tho law
prescribing that the watch officers of vessels of the United
States registered for foreign trade shall
United States. We givo the order below:

In pursuanco of the authority conferred upon tho President of tho United
States by Section 2 of the Act approved Aug. 18 1914, entitled “An Act to
provide for the admission of foreign-built ships to American registry for
the foreign trade, and for other purposes,” it is hereby ordeio 1

1. That tho provisions of tho law prescribing that the watch officers of
vessels of tho United States registered for foroign trado shall bo citizens ct
tho United States are hereby suspended so far and for such length of time
as is herein provided, namely: All watch officers now employed on foreign-
built ships which havo been admitted to United States registry undor said

bo eitizons of tho
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Act who heretofore have declared tlieir intention to become citizens of the
United States and watch officers on such ships who, within six months from
this date shill declare their intention to becomo such citizens shall be en-
titled to s ;rvo on foreign-built ships so registered until the time shall have
expired within which they may become such citizens under their declara-
tion(,j and shall bo eligible for promotion upon any foreign-built ship so regis-
tered.

2. That the provisions of lav/ requiring survoy, inspection and measure-
ment, by officers of tho United States, of foreign-built ships admitted to
United States registry under said Act aro hereby suspended so far and for
such length of time as is herein provided, namely: The said provisions shall
not apply to any such foreign-built ship during the period of one yoar from
this date, provided the Secretary of Commerco is satisfied in the case of any
such ship that the ship is safe and seaworthy and that proper effort is being
made to comply with tho said provisions.

LORD ROBERT CECIL ON BLACKLIST AND RETALIA-
TORY MEASURES OF THE UNITED STATES.
In discussing on Sept. 8 the possible effect of the new
retaliatory legislation of the United States, Lord Robert Cecil,
Great Britain’'s Minister of War Trade, stated that “it is

thereto provido for the transfer of securities to the Treasury
for a period to expire at tho end of five years from March 31
191/, subject to the right of the Treasui'y to return them to
holders any time after March 31 1919* on three months’
Under the original mobilization plan (Scheme A),
It was

notice.
securities were accepted on deposit for two years.
stipulated that the holders of American securities, who de-
posited them under the first scheme, might transfer to the
new scheme by giving notice before Sept. 14. The con-
sideration for the loan remains as formerly, namely, a half
per cent above the interest and dividends paid on the securi-

ties. Below is the supplementary list under the Scheme B
plan:
FIRST SUPPLEMENTARY LIST

O Securities tnat will bo accepted on loan by the Treasury under the terms
Oi Scheme 11. hurther Supplementary Lists of Securities may be issued
from time to time.

The prices set against the respective securities are the “deposit values” of
such securities as defined in Paragraph (6) of the Scheme.

not likely that Great Britain will change her blacklist policy b ioti D\sp?sn

escri on— alue.

at the request of the United States.” To the Associated Amsterdgm City 3% bonds 90Js
Argentine Government 3% % External bonds (1889) sL

Press Lord Robert said that a reply to tho blacklist protest

Argentine Government 4% Loan (1898)...

mad_e by tho Un!ted States |jn|ght bo expected soon. He Argentine Government 4% Bonds (1599). 72%
declined to enter into the details of tho contents of the replv Argentine Government 4% Bonds (1900). Laws 337S and 3783 72%
beyond the statement that the principle embodied in British Argentine Government 4% Bonds (1900), Laws 3378 and 3885__ 72%
legislation forbidding trading with an enemy country is Argentine Government 4% Bonds (ISOS)....cccoemiiciiciciiceceece 71%
. N Argentine Government 4% Loan (1910)... 71%
not likely to be surrendered in any measure. In a general Argentine Government 5% Loan (1884).. 94%
defense of British commercial acts Lord Robert said: Argentine Government 5% Treasury Convers on Bonds (1887) 89%
The ideas expressed by some of your newspapers that Groat Britain is Argentine Government Port of Buenos Aires 5% Debs.. e 89%
adopting a deliberate policy with which to Injure American trade is tho Argentine Government 5% Internal Gold Loan (1909) 89%
purest moonshine, since outside of our own dominions our trado with the Argentine Government 5% Internal Gold Loan (1910)........ccccoeo.. 80%
United States is tho most important. Of courso, natural trade rivalry Argentine Government Port of tho Capitol (Buenos Aires) 5% Bonds 85%
exists, but no responsible statesman in this country would dream of pro- Argentine Government 5% Irrigation Bonds (1st Series) 84%
posing an insane measure designed to Injure American commerco. Atlantic & North-West Railway Co. (leased to Canadian Pacific
Any Impression that the blacklist is merely an entering wedgo for a trado ~ “Railway Co.) 5% Guaranteed 1st Mtge. Bonds, 1937 98%
warfare after tho war may bo dismissed at onco. | assuro you tho blacklist Calgary & Edmonton Railway Co. 4% Consolidated Debenture
is purely a war measure, and | cannot Insist too st ongly that tho Govern- " Stocx (Guaranteed by Canadian Pacific Railway Co.)____ 80%
ment Is taking every precaution to guaranteo its enforcement so as to Canadian Northern Alberta Railway Co. 3% % Debenture Stock
causo as llttlo hardship as possible to Innocent traders. (Guaranteed by Dominion Government), 1900 71%
Wo believe our trade measures aro proving efficacious, although It is Canadian Northern Railway Co. Ist Mtge. 3% Debenture Stock
difficult to give any figures Indicating tho extent of the harm done to our (Guaranteed by Dominion Government), 1953__ 63
enemies, but X might point out that tho mark Is still declining In valuo. Catnagiatl)n l\é)o:th_or_n Réilway Co»t?%;/gsgebemure Stock (Guaran- 7908
: . . eed by Dominion Government), . Q
It was pm_nted out to Lord- Robert that t_he belief y-nrevall_ed Chilian Government 4%% Loan (1885).. 84%
that tho shipment of consignments of firms trading with chijlian Government 4% % Loan (1887)___ si %
blacklisted firms might be refused from American to other Chilian Government 4% % Gold Loan (1889).....ccccuvivrniennnee 80% 77
. Chilian Government 4% % Bonds (1893 %
neutral port_s through the fear of not getting coal. Lord Chilian Government 4%% Loan (25895)). .............................................. 81%
Robert replied: Chilian Government 4% % Coqulmbo RailwayBonds. 4%
liio fear Is ungrounded, as we have no deslro to Interfere, nor does tho Chilian Government 4% % Bonds (Law of Sept. 91910) 75%
law contemplate any interference with legitimate trade. Wo aro taking Chilian Government 5% Loan (1892) 86%
precautions to prevent an unjustified extension of tho blacklist. Chilian Government 5% Loan (1905) 83%
Lord Robert expressed tho opinion that not only the pur- Chilian Government 5% Annuities, Series A 84%
. . . Chilian Government 5% Annuities, Series B__ 82%
pose of tho blacklist, but also tho real design of tho Paris chjjian Government 5% Annuities, Series [T 81 %
Economic Conference, was misunderstood in tho United Chilian Northern Railway Co. 5% 1st Mtge. Debentures (Guaran-
States, saying on this point: teed by Chilian Government) 89%
Tho real purpose of the Paris Conference was to arrive at somo plan py Christiania City 4% Loan (1900).. 95"
which to prevent any resumption or extension of tho politico-commercial ~Christiania City 4% Loan (1912).. 83%
system prevailing before tho war In tho first place, and, in tho second, to Christiania City 4%% Loan (1914). 96%
deviso means for accomplishing both for ourselves and our allies tho enor- Copenhagen City 3% % Loan (1887).. 83%
mous task of reconstruction. Wo fully realize that such a plan must involvo Copenhagen City 3%% Loan (1898 70%
readjustments of existing treaties, which, with their favored nations Copenhagen City 4% Loan (1901).. .1 90%
clauses, now stand in tho way. However, it must bo remembered that Danl_sh_ Governm_ent 3_% Gold Loan (1894)......... e [T 63%
with tho exception of this countiy, which lias no tariff wail, all countries Dominion Atlantic Railway Co. (leased to Canadian Pacific Railway
havo constantly evaded and violated tho famous nations cause. Co.) 4% 1st Debenture Stock, 1944 § _ _ 78%
. . . Dominion Atlantic Railway Co. (leased to Canadian Pacific Railway
In conclusion, Lord Robert said that tho adoption of tho Co.) 4% 2d Debenture Stock, 1956 78%
plan outlined at tho Paris Conference might result in a Norwegian Government 3% Conversion Loan (1886).... 68%
worldwido scientific tariff. Norwegian Government 3% % Conversion Loan (1894)
Ontario & Quebec Railway Co. (leased to Canadian Pacific Railway
. i Co.) 5% Permanent Debenture Stock 99%
Announcement of tho removal of tho following Americans gtockholm City 4% % Loan (1913), London Issuo 96%
from Great Britain’s blacklist was made in the London “Offi- Swe?jiS: Government 3% Loan (1888) ( ) 65%
P " f . f Swedish Government 3% Conversion Loan (1894 61 %
cial Gazette” of the 8th inst.: Electro Bleaching Gas Co. of National Debt Office. 19 Old Jewry. E. C., Aug. 24 1916.
Now York and Niagara Falls; Richard Neuhaus, of tho Elec-
tro Bleaching Gas Co., and Gravonliorst & Co., of 90 Wall
Street, New York. U. S. ON STATUS OF SUBMARINES.
According to Washington dispatches of the 5th inst.,, a

ADDITIONS TO GREAT BRITAIN'S SCHEME B LIST
OF MOBILIZED SECURITIES.
I ho British Ireasui’y announced under dato of Aug. 24

tho first supplementary list of securities which will bo accep-
list

reply to the proposal of tho Allies that neutral Governments
accopt the principle that all submarines are vessels of war
has been forwarded to tho allied Powers by the United
States. It is understood that the communication holds to

the principle that the characteristics of each individual sub-

ted on loan by it under tho terms of Scheme B. The marine must govern the case. It appears, however, that
which tho latest announcement supplements was published advices havo been received saying that Norway, Sweden
in our issue of Sept. 2. Scheme B comprises Canadian and ana Spain had forbidden their harbors to merchant sub-
certain neutral government securities, that designation marines on the ground that they were “indistinguishable”

having been used to distinguish tho securities from the
American securities mobilized by tho British Government.
in Schomo B are to servo as
loan to tho

Somo of tho securities included

from war craft. The memorandum from tho Allies wassent
to all neutral Powers. Tho reply from the United States is
said also to bo in the form of a memorandum and not a for-

part of its collateral behind tho $250,000,000 mal note. Copies were sent to each of the allied Powers.
United Kingdom and Great Britain recently arranged for in 14, {4 contention in tho memorandum of the Allies that it
tho United States. Wo published last week (pago 893) jq difficult, if not impossible, for warships to distinguish be-

a list of tho securities of Argentine, Chili and Canada which
aro to form part of this collateral. As noted in our issuo of
Sept. 2, whon wo gavo tho original list of securities acceptable
to tho Treasury under Scheme B, tho regulations with respect

tween armed and merchant submarines, the reply of the
United States is understood to point out that it is equally
difficult to distinguish between sailing merchant vessels,

which may have masked batteries.
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RUMANIA POSTPONES PAYMENT OF STATE LOANS
HELD BY AUSTRIANS AND GERMANS.

Telegraphic advices were received at the State Department
at Washington on the 9th inst. from the American Charge at
Paris quoting a communication from the Rumanian Govern-
ment concerning the postponement of payment on allbonds
or State loans which are
Austro-Hungarians.

in the possession of Germans or
The communication was published in

the New York “Times” as follows:

Rumania having declared war upon Austria-Hungary, the German
Government has declared that it considers itself likewise in a state of war
with Rumania. As a result of this declaration, the Royal Government Is
Informed that tho Rumanian property In Germany has been placed under
sequestration, in view of tho measure and to guarantee tho interests of the
Rumanian State and those of her subjects, the Rumanian Government
has taken measures dictated by their circumstances in so far as German and
Austro-Hungarian property in Rumania is concerned, with tho same
object. The Rumanian Government must postpono payment on all bonds
or coupons of the various State loans in tho possession of Austro-Hungarian
or German bearers, also shares or bonds of every description with their
coupons or dividends.

In consoquenco tho Rumanian Government brings to the attention of the
allied and neutral Governments, as well as to their subjects, that it will
only recognizo them as holders or owners of such bonds and will allow
payment on the same only in cases where they will prove by deeds and
vouchers in due form that they wero holders of tho bonds before tho 14-27
August 1910, corroborated as regards said securities by the proof of actual
payment of the late coupons or dividends before the 14-27 August 1910.
Similar measures will bo taken concerning all other bonds or commercial
drafts EMILE COSTINESCO
Mrister of Frerce

JAPAN DENIES THAT ITS DEMANDS ON CHINA IN-
FRINGE THE LATTER'S SOVEREIGNTY.

Advices to the effect that nothing in Japan’'s demands

upon China incident to the clash between Chinese and Japan-
ese troops at Cheng-Chiatun on Aug. 13, when 50 Chinese
and 17 Japanese were Killed or wounded, infringed the sover-
eignty of China, or impaired the Root-Takahira agreement,
were received by cable at tho State Department, Washing-
ton, on the 12th inst. from Ambassador Guthrie at Tokio.
Tho latter’s report is based on information received from the
Japanese Foreign Minister. Tho demands in question,
according to dispatches from Peking on the 3d, were pre-
sented to the Chinese Foreign Office by Baron Gonsuko
Hayashi, the Japanese Minister to China,
a settlement of the encounter.

ported:
First__Dismissal of tho Chilneso officers in command of tho troops.
Socond— Tho withdrawal of Chinese troops from tho district in which tho
troublo arose.
Third— Indemnification of the families of tho Japanese killed.
Fourth—Tho granting to Japan of police rights in inner Mongolia.

On tho 4th reports from Washington stated that secret de-
mands, in addition to those published in the Peking dis-
patches of the 3d, were being pressed on China by Japan as
a result of the clash. It was added that the officials at Wash-
ington viewed the development with anxiety, fearing an-
other China-Japaneso crisis which might involve the inter-
ests of the United States. It was further said that the Cheng-
Chiatun incident, trivial in itself, but coming on top of tho
strained relations ever since Japan took ovor Kiachow from
Germany, was being closely watched by tho Administration.

In making known the advices received from Ambassador
Guthrio on tho 12th, the State Department revealed tho
fact that the Ambassador had been instructed to adviso tho
Foreign Office that the report of tho demands published in
the United States “had greatly disturbed the American Gov-
ernment, which trusted that it was not true.” The follow-

ing is the announcement made by the State Department:

Tho Dopartmonb on Sopt. 6 instructed tho American Ambassador at
Tokio to call tho attention of tho Japanoso Foreign Offico to tho report pub;
lished in Amorican nowspapors of cortaln demands mado upon China by
Japan In consoquenco of a disturbance of thepoace at Chong-Chiatun, In-
volving Chlneso and Japanoso troops. Tho Ambassador was instructed to
ask for a statemont of tho facts and to inform tho Foroign Offico that tho ro-
port of tho demands mado had”groatly disturbed tho American Government,
which trusted that it was not true.

To-day (Sopt. 12) a messago had been received from tho Embassy at
Tokio saying that tho Japaneso Minister for Foreign Affairs had replied
to his inquirios that somo of tho items roportod as included in Japan’s de-
mands wore approximately truo, but that others wero colored by a mixture
of untruth and exaggeration.

Ho stated that there was nothing in tho demands Infringing tho sover-
eignty of China and nothing impairing tho Root-Takahira agroomout.

Tho clash at Cheng-Chiatun boing botweon military forces, was of a sori-
ous character, and, therefore, in order to provent a rocurronco of such trou-
ble, Japan was requesting, in addition to proper apologies and monetary
compensation, that Japanoso officers should bo reappointed as instructors
in the cadet school (probably at Mukdon) and suggesting that tho Chinoso
Government should ask for tho appointmont of Japanese advisors to be
stationed with Chinese garrisons in South Manchuria and Eastern Mon-
golia, and that as an extension of its oxtra territorial rights, tho Japanese
Government should bo permitted to station Japaneso policemen in towns
whero there aro largo Japanose settlements.

Tho American Mlnistor at Pokingtroports moro briefly very nearly to tho
same effect: that tho Japanoso Government has domandod tho stationing o f

in furtherance of
They embraced, it was re-

Japanese police in towns where Japanese reside and tho appointment of
Japanese advisers to tho Chineso police and tho appointment of Japaneso
military instructors in addition to tho usual indemnities and apologies.

Under the Root-Takahira agreement, Japan and the United
States again pledged the integrity of China and agreed to
keep each other informed as to any steps which might change
the status quo. The Japanese position, it is stated, is that
the present demands do not threaten tho status quo,
consequently

and
it was not necessary that the United States

bo advised in advance.

JAPAN AND RUSSIA'S ASSURANCES TO U. S. CON-
CERNING OPEN DOOR POLICY IN CHINA.

Announcement was made by tho State Department at

Washington on the 14th inst. that both Japan and Russia
have given formal assurance to the United States that the
recently signed Russo-Japanese Treaty of Alliance does not
repeal or modify the treaties of 1907 and 1910, in which
Russia and Japan pledged themselves to maintain the “open
door” policy in China. The State Department in a state-
ment issued on Thursday said:

Tho Department of State received last ovening a telegram from tho
American Ambassador at Tokio communicating in part tho text of tho
reply of tho Japanese Foreign Office to the request of tho American Govern-
ment for information touching the recently signed Russo-Japanese con-
vention. This request was transmitted through Ambassador Guthrio on
Aug. 16 last. An oral response was made at that time, reaffirming adher-
ence to the “open door” policy, but tho Japanoso Government has now
most courteously added in a noto to tho Ambassador, dated Sept. 13, the
following assurance:

“The Imperial Government desires to assure the American Government
that the now convention is in no sense designed to repeal or modify tho pro-
visions of Article 2 of the convention concluded between Japan and Russia
on July 31 1907, nor have the Imperial Government entertained for a
moment any intention to depart from tho policy to which thoy have
avowedly committed themselves respecting tho maintenance of tho inde-
pendence and territorial integrity of China as well as tho principle of equal
opportunity for tho trade of all nations in that country.

fOn tho contrar%, thoy are as strongly convinced as ever of the usefulness
of that policy in the interest of the goneral peace and stability in tho Far
East, which they have always very near their hearts.

“Tho Minister for Foreign Affairs of tho Imperial Russian Government In
like manner assured tho American Ambassador, in response to his inquiry,
that his Government had not withdrawn from tho conventions of 19J7 and
1910 but would maintain unimpaired tho Provisions of thoso agreements
notwithstanding tho fact that no mention of them was niado in the conven-
tion of 1916.”

The treaties of 1907 and 1910 between Japan and Russia
affirmed China’'s territorial integrity and the open door
policy. Article 2 of the 1907 treaty, which was reaffirmed
with slightly different wording in tho 1910 convention, reads:

The two high contracting parties recognizo the independence and terri-
torial Integrity of tho empiro of China and the principle of equal opportunity
in whatever concerns commerce and industries of all nations in that empire,
and engage to sustain and defend the maintenance of tho status quo and
respect for this principle by all the specific means within their reach.

GERMANY'S INVENTORY OF FOREIGN SECURITY
HOLDINGS.

A wireless from Berlin on August 25 to Sayvillo stated
that the German Federal Council has issued an order for the
taking of a general inventory of foreign securities held by
Germans and deposited in Germany or in foreign countries.
It was stated by the Ovorseas News Agency that special
measures would bo taken to mako tho inventory as accurate
as possible, for the guidance of the Gorman authorities.
The inventory was reported to liavo been directed with
German currency and foreign trade interests in mind.

GERMANY'S EXPLANATION OF ATTACK ON
STEAMER OWEGO.

An attack on the American steamer Owcgo on Aug. 3 by
a German submarine has been the subject of correspondence
between tho State Department at Washington and the
German Government. In a note received at tho Stato De-
partment on Aug. 31 from the German Government expla-
nation is given by Germany of tho attack. Tho note, which
was delivered to Ambassador Gerard on Aug. 27, admits
that eleven shots wero fired at the Owego, but contends that
the first shot was fired as awarning shot and the others were
necessary to bring the vessel to a stop for visit and search.
Finally, according to the German note, tho first officer of
the Owego came aboard tho submarine and stated that tho
submarine had not been noticed by tho Captain until after
the shot was fired across tho steamer’s bow.
Gerard’s cablegram

Ambassador
transmitting the German noto reads
as follows:

American Embassu, Berlin, Aug- 27 1916.

Foreign Office, in noto dated Aug. 26, which was received to-day, replies
as follows in regard to American steamer Owego:

“As established by tho Admiralty Staff of the Imperial Navy, a Gorman
submarine at 2:40 in tho afternoon on Aug. 3, with very clear woathcr and
smooth sea, sighted a slow-going steamer of an old type and stood by.
At a distance of 6,000 meters (about 3.72 miles) tho submarino mado tho
steamer a signal to stop and gavo two warning shots. As nothing happened
on tho steamer, whoso flag was not rocognizablo, but which nevertheless
continued to proceed on Its way, tlireo further warning shots wero fired,
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“As tho steamer noither mado an ‘Understood’ signal nor stood by,
firo was opened on It. After six shots (eleven shots in all) it hoisted Ameri-
can flag on tho forestay and stopped. Tho distanco was now 2,000 meters.
Tho submarine signaled, ‘Send immediately boat with tho papers.’ to
which tho captain of the steamer answered by hoisting his designation sig-
nal, but did nothing more.

When, after a further seventeen minutes, no preparations were made to
launch a boat, tho commander of the submarine fired a shot across tho
stoamer s bow. After ton minutes tho first officer came on board tho sub-
marine and statod that the Captain had not observed tho submarine until
then. Tiro Imperial Government cannot give any credence to this ovasive
excuse, sinco tho note of Aug. 18 mentions ton shots fired at the stoamer,
from which it is undeniably clear that tho warning shots were heard by tho
Captain of the Owcgo, but that no attention was paid to them.

“ Under theso circumstances, tho Imperial Government finds itself under
tho necessity of emphasizing tho fact that, while tho conduct of tho com-
mander of tho submarine was in every respect correct, the behavior of the
steamer Owcgo was not in accordance with tho rules of international law.
The Captain would therefore have had only himself to blame had his con-
duct brought about unpleasant results.
“GERARD.”

With tho arrival of tho Owego at New York on the 8th
inst. from Rotterdam its captain, E. W. Barlow, explained
that tho firing occurred during a thick haze; ho took occasion
to express his satisfaction that the commander of tho sub-
marine did not intend to hit tho vessel, but fired warning
shots for the purpose of stopping the steamer and examining
her papers. Capt. in giving his version of tho at-

tack is quoted as saying:

Wo were off tho French coast at tho time in a thick hazo, and had an
American flag twenty-two foot long flying at tho stern. In addition, there
were two American flags painted on tho sido, with tho ship’'s name and
"U. S. A." | was in the cabin at dinner on Aug. 3 when tho first mate
came and informed mo that there was some vessel firing close by. When |
got on dock | could hear the sound of rapid small-gun firing on tho star-
board quarter, but could distinguish nothing on account of tho hazo.

I counted twelvo shots, one of which passed near tho stern of our ship,
and | stopped tho engines immediately. Presently a submarine appeared
on tho surfaco and tho commander ordered mo to como on board with my
papors. When | got alongside in my boat he said to mo, in good English,
“Captain, you ought to bo more careful; this is war time."

I ropliod: “ You ought to be careful; did you not soomy flag at the stern?”
Ilo said ho had signaled mo to stop, and fired becauso | took no notice, and
I asked him how | could sco his signals when | could not mako out his
boat In the hazo.

| am satisfied he did not intend to hit my ship and | havo no complaint
to make. [ ]

Barlow

Tho first intimation that tho Administration at Washing-
ton had taken cognizance of the Owego incident came from
Washington on Aug. 22, when a dispatch from Berlin was

mado public, as follows:

Concerning tho American note in tho case of the stoamer Owego, said
to have been fired upon by a submarine, tho statement was made this
morning that tho German naval authorities havo received no information
of any sort in this connection, tho American note being tho first intimation
hero concerning tho matter. Efforts are being mado by tho authorities
to clear up tho case.

The Owego sailed from New York July 19 for Rotterdam,
arriving there Aug. 13. The Owego is a vessel of 2,612

tons.

CONSIGNMENTS OF SECURITIES TO NETHERLANDS
OVERSEAS TRUST.

Concerning the arrangement (referred to
Aug. 19) mado by tho British Government with tho Nether-
lands Overseas Trust, to allow tho free transmission of Ameri-
can securities between Holland and the United States with-
out interference, Erwin W. Thompson, American Commer-
cial Attache at The Hague, Netherlands, advised the For-
eign Trado Bureau of the Philadelphia Chamber of Com-
merce on Aug. 28 that tho arrangements provided that:

All documents intended for transmission arc to be presented to a com-
mittee of prominent Amsterdam bankers, and if in their judgment there are
no interests in tho transaction Inimical to tho Allied Powers, the committee
will transmit tho documents under tho seal of the Netherlands Oversoas
Trust, along with tho manifest list of said documents, and a copy of this
list will bo filed with tho British consor whenever mall is detained. Pack-

ages bearing this seal will bo allowed free transmission under tho guarantees
arranged.

in our issue of

AMERICAN-MEXICAN COMMISSION — RAILROAD
OPERATIONS AND FINANCES OF MEXICO.

With tho resumption of the sessions of tho American-
Moxican Joint Commission at New London, Conn., on the
11th inst., following an adjournment taken on tho 8th, the
border situation was temporarily set aside, tho Commission
dovoting itself to determining tho extent of the control
exorcisod by the do facto Government, the information being
supplied by tho Mexican conferees. It was statod informally
that upon the showing mado by the Carranza Government
rested tho possibility that tho Administration at Washington
would rovoko its warning to Americans to stay out of Mexico
and would cncourago their return to thoir properties there.
It was oxplainod that tho question of transportation was
vital to any resumption of industry in Mexico and to show
present conditions tho Mexican Commissioners presented
figures from which tho following conclusion was drawn in

a formal statement issued on tho 11th by Secretary of the
Interior Lane:

Tho data presented by tho Mexican Commissioners indicates that tho
Government roads aro now being operated with a large degree of regularity
and that tho roads owned by private companies are being turned over to
theso companies, the only exceptions at the present time being a line in
tho Federal district, one in the State of Hidalgo and the United Railways
of Yucatan.

tho summary of conditions
data supplied by the Mexican Commissioners,
Lane pointed out was not to be taken as the official finding
of the conference, but rather in the nature of a brief by the
This statement, which dealt not
but

in Mexico prepared from
Secretary

Mexican Commissioners.
only with the railroad operations of the Government,
also with its finances, was as follows:

Tho American Commissioners expressed tho desire that they be in-
formed to the fullest extent possible as to the true conditions existing in
Mexico. The Mexican Commissioners gladly agreed to furnish all the
information possible regarding matters that would directly or indirectly
enlighten them as to tho present control of tho Mexican Government over
tho country. Mr. Pani, who is also Director General of tho railway lines
of Mexico, in a statement says tho Carranza Government at tho time
when Villa was at tho height of his power, controlled less than 2,000 miles
out of tho 13,000 miles of railways in operation in the whole country. When
tho Carranza Government was recognized in October 1915. tho mileage
under Carranza's control had increased to about 10,000 miles, and much
effort was being expended to tho repair of tho system, in order to make it
available for regular operation.

At tho presont moment the Carranza Government is in control and is
operating tho entire 8,000 miles of tho Government lines, as well as oper-
ating about 2,000 miles belonging to private companies; in addition tho
do facto Government has turned over tho Mexican Railway and the South-
ern Pacific systems to their respective owners, in short, about 12,000 out
of a total of 13.000 miles are to-day in operation either directly by tho
Government or prjvate companies.

In January 1915 tho total income of the government lines was 647,000
pesos, paper currency. At tho time tho Carranza Government was In
Vera Cruz and Villa and Zapata were in control of Mexico City, the
monthly income had advanced to 3,000,000 pesos, paper currency, in
October 1915, the date of recognition of tho Carranza Government. Since
then the monthly incomo has steadily increased until in August 1916, it
reached 25,000,000 pesos, paper currency. The total tonnage of freight
at present is virtually tho samo as in 1912. All this has been accomplished
in spite of a shortage of rolling stock and engines.

While in October 1915 at the time of recognition, there was a monthly
deficit of from 2,000,000 to 3,000,000 pesos in the operation of the lines
under the immediate control of the Carranza Government, at the present
moment tho receipts are sufficient to meet operating expenses, and there
is a surplus, which is devoted to the repair of tho lines. In August 1916,
tho incomo from the Government lines was virtually the same as the
income during the years 1911 and 1913.

In addition to its inquiry into data showing the extent
of tho military control exercised by General Carranza, it
was announced that the Commission was reviewing the
decrees issued by General Carranza bearing on foreign-owned
is said, has received

property. The State Department, it
many complaints against these as confiscatory. They aro
being arranged and studied preparatory to general dis-

cussion of their intent and effect by the Joint Commission.

who was called to New London on
Howe,

President Wilson,
account of the serious illness there of his sister, Mrs.
received the Mexican members of the Commission on board
the Mayflower on Tuesday, and within fifteen minutes after
their brief call upon him, the President returned their visit
and later conversed informally with the six Commissioners.
Taking up the subject of tho Mexican revolution the Presi-
dent stated that ho was more familiar with the fundamental
principles of the struggle for free government in Mexico
than his hearers perhaps realized. Ho assured them of his
deep sympathy with those aims, adding that right-thinking
over the world must sympathize with such high
aspirations. During the conversation the President indi-
cated his comprehension of the great problems, political,
economic and social, which Mexico is facing and he noted
that the regeneration of Mexico must come from within
and that development must be parallel in all three lines.
Mr. Cabrera, in replying, alluded to the United States as
leader of the movement for free government and as the tutor
to whom Mexico must look in striving for the type of govern-
ment its people sought. Much had been done, he said,
but much also remained to be accomplished before the aims
of tho revolutions could be achieved.

Tuesday morning’s session of the Commission was devoted
to tho study of the statement of Mr. Cabrera on the present
condition of Mexico, intended to show the stability of the
Carranza Government, and internal
disorders and to protect the
session the Commission gave out a summary of the state-
ment in which the history of the Carranza revolution was
its beginning until it controlled the coast lines
interior of the republic. The

men all

its power to deal with

lives and property. After

traced from
and the greater part of the

statement continued:

With this control once secured, General Carranza immediately addressed
himself to the problem of organizing civil government in the States under
his control. His purpose has been to accustom the people as soon as
possible to the orderly procedure of civil rule and to limit to as great an
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extent as possible tho more arbitrary methods of military government.
At tho present moment civil Governors havo been installed in ten States
and in the territory of lower California. Tho States possessing such clvd
organizations are: Sonora. Coahuila, Ncuvo Leon, Tamaulipas, Sinaloa,
Hidalgo, Vera Cruz, State of Mexico, Mexico City (Federal District),
Morelos, Territory of Lower California.

Mr. Cabrera further outlined tho plan which General Carranza has in
mind for tho speedy civil reorganization of tho country. He is of tho
opinion that certain basic social and economic reforms should be carried
through as preliminary to tho revision of tho present Constitution. As
soon as conditions permit a constitutional convention will bo called for
this purposo. Immediately after the revision of tho Constitution lias been
effected provision will bo made for elections within tho several States of
tho Union, and this will bo followed by tho Presidential elections.

W ith this program, it is tho hope of tho Carranza Government to establish
tho country on a civil basis, which will assure to tho Mexican citizens not
merely a wider measure of liberty, but guarantee to him an equality of
opportunity in the industrial life of tho country, which ho has not hithorto
enjoyed.

On Wednesday, the 13th, suggestions as to what methods
shall be employed to establish peace on the Mexican border
were submitted to Major General Tasker Il. Bliss by tho
American members of the American-Mexican Joint Com-
mission. The officer's opinions were sought on subjects
from the troops from
Mexico to the possibility of creating an international police
to guard tho border. No conclusion, liowover, was reached.

The joint commission on Wednesday dealt wholly with
questions raised by taxation decrees issued by General
Carranza which affect American-controlled mining properties
in Mexico. Tho Mexican Commissioners explained in
detail tho purposes of the decrees, insisting that they were
designed to promote the mining industry, not to drive out
American capital and confiscate its holdings. A statement
issued on the 13th said that the complaints of American
mining interests

ranging withdrawal of American

in Mexico had led to tho present investi-
In explaining tho decrees complained of the Mexican
Commissioners pointed out, tho statement asserted, that
one of the main purposes which the Carranza Government
had in view was to prevent speculative and unproductive
monopolization of mining lands by

gation.

individuals and com-
panies. .

Another series of complaints had to do with the attempt
of tho Carranza Government to compel merchants and
corporations to accept paper currency at a rate far in excess
of its current value. Tho attention of tho Mexican Com-
missioners was directed to instances in which military com-
manders had, through decrees, threatened with death any
persons who refused to accept paper currency at its par
value and for a similar offense had also threatened merchants
with the confiscation of their property. The Mexican
Commissioners pointed out that in so vast a countiy it was
humanly impossible to guard against all possible abuses,
but they laid emphasis on tho fact that while such extremo
decrees had been issued by subordinate military commanders,
tho national Government has constantly urged moderation
on the State Governors, and that they had no record of a

single instance in which any of these extremo penalties had

been inflicted. .o

Concerning tho deliberations of the Commission on
Thursday, tho 14th inst., the following statement was
issued:

Tho session was devoted to an Informal Interchange of views on tho
enforcement of law In Mexico and on tho guarantees to personal and
property rights, tho Mexican Commissioners presented a clear picture of
tho purposes of the Carranza Government, with reference to the reform
of tho civil and criminal codes, and tho codes of procedure, lhoy ex-
plained tho fact that under tho Diaz regime the judicial procedure was so
cumbersomo and expensive, and tho judiciary so corrupt, that It was Im-
possible for a poor man to obtain justice.

Tho purposo of tho Carranza Government Is so to simplify procedure
that the courts of justlco will bo open to all and that tho personnel of the
judiciary will bo so carefully selected that corruption and bribery will bo
completely eliminated. As soon as tho plank for tho revision of tho Con-
stitution has been carried out, through a constitutional convention,
thoroughgoing reform of tho national codes will bo undertaken. In order
to mako these codes conform to the new standards of justlco and equity
to bo Incorporated In tho Constitution.

Tho Mexican Commissioners emphasized tho fact that tho Carranza
Government has no Intention of weakening tho guarantees to civil rights
although tho present abnorma condition of tho country has made It
necessary to suspend the constitutional guarantee In various sections ot
tho republic. In short, tho purposo which tho Carranza Government has
In mind is to make not only tho system of law, but the administration of
justice, conform to modern standards and to incorporate tho principle of
equality of opportunity In ovory department of national life.

On the 11th inst. General the

American expeditionary force in Mexico, forwarded to tho
War Department tho following telegram stating that ho had

been unable to confirm recent rumors of Villa’'s activity:

Reports regarding Villa’s movement north continuously recolvctl through
El Faso authorities. So far these reports cannot bo confwmcd here, al-
though every possible sourco of information is _being used. wV.g'ro’sMm
Han 1.orenzo”from EI Valle reached Santa Clara Canon about thirty miles
on Chihuahua road, but could hear nothing of Villa or of anX ®*/ ° P
of Villastas. People had he~"d rumors of \lllastas at Satovo, but nothiug
of any action north of thr

Pershing, commanding

According to roports from Mexico City on tho 8th inst.
a decree published by the Carranza Government on that date
forbids tho Governors in the various States of Moxico to
issuo decrees affecting tho natural resources of tho country,
including banking, forests, fisheries, mines and public lands,
or their administration.

It was also stated that all laws and decrees which had
been dictated by Governors heretofore aro nullified. As a
result of the now order tho resources of Moxico aro placed
exclusively under Federal jurisdiction.

It was reported yesterday that General Carranza has
issued a decree which paves the way for replacing tho present
de facto Government with a solid constitutional Government.
A revision of several of tho most important articles of the
Plan of Guadalupe, drawn on Dec. 12 1914, is one of tho
plans outlined by Carranza. Tho decreo, it is stated, also
provides that each State and Territory shall elect a Deputy
to Congress and allows a sub-Doputy for every 70,000
habitants.

allowed an

in-
States having population beyond 70,000 will bo
extra Deputy for every additional 20,000.
Another document which will call for tho members of a
it is said, to be issued by Goneral
Tho election will take placo on Oct. 15 and the
first session of Congress will be on Nov. 20. Reports havo it
that tho decrees will mako it positive that those who opposed
tho constitutional Government with arms cannot hold office.
The reformed constitution will be turned over to Congress
by Carranza with instruction to make it conform with tho
plans of the Constitutional party. After tho constitution
has been adopted, Carranza will call for tho election of a

national Congress is also,
Carranza.

President.

The Now York “Sun” of the 9th inst. printed tho following

under a Washington head, concerning a now oil decreo

promulgated on the 4th inst.:

Secretary Lansing has been informed that tho Ministry of Klnance of
tho do facto Government of Moxico has promulgated a decreo under date
of Sept. 4, which appears to require that companies engaged In tho pio-
duction of crude oil in Moxico register in tho tax bureau of that Ministry
before Sopt. 15 and that such registration bo effected by only authorized
representatives of such companies. Failure to comply renders delinquents
liablo to a fine of 1,100 pesos Mexican gold. In tho caso of companies
which havo not yet produced oil they must register within fifteen days
of the first production. L . ,

Tho decreo is regarded as another move on tho part of tho do tacto Gov-
ernment of Mexico to get taxation down to a scientific basis and to mako
Americans sco how scientifically it can bo dono.

The presonco in Now York on the 9th inst. of Luis Cabrera,
Chairman of tho

Mexican Joint Commission,

Mexican of tho American-
and Alberto J. Pani, also a
member of tho Commission, and particularly tho appearanco
of tho latter, in the financial district, resulted in tho cropping

up of new rumors concerning possiblo

delegation

loans. Sonor Pani,
however, who is Director General of tho National Railways
of Mexico, stated that his visit to Wall Stroot had boon
merely for tho purpose of discussing various matters con-

cerning tho road with certain interests identified with it.
Ilo said: “We merely discussed conditions of our rolling
stock, coal supplies and other topics of railroad businoss;

we had no talk at all concerning loans.”

JUDGE HOUGH SUCCEEDS JUDGE LACOMBE.

Judge Charles M. Hough, who was nominated on Aug. 15
by President Wilson as United States Circuit Judgo for tho
Second Judicial Circuit, succeeding Judgo E .llonry Lacombo,
resigned, was sworn into office on the 5th inst. Boforo his
present appointment Judge Hough had sorvod as United
States District Judge for tho Southern District of Now York,
in which office ho is succeeded by Martin T. Manton of Now
York. Tho latter’'s appointment was also mado by Prosi-
dont Wilson on Aug. 15 and ho was sworn in on tho 7th inst.

CAMPAIGN FOR A SHORTER DAY AT MINES.

Tho proposed institution of a campaign by tho United
Mine Workers of America for a national
day, either for seven or for eight hours, “bank to
bank”— that is, from the time the men enter a mine until
they emerge— was announced at Great Falls, Mont., by
John P. White of Indianapolis, International President, at a
meeting of representatives of District No.
prises Montana.

shortor working
from

27, which com-
It is stated that a campaign of education
will bo started about the first of tho year and tho chango will
bo demanded at the expiration of tho two-year agreements
recently consummated or in process of consummation. Tho
increasing use of machine drills in coal mining, which largely
increases tho production per man, and tho threatened re-
duction of forces will bo tho ground upon which this domand

will bo based.
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THE INCOME AND CORPORATION TAX PROVISIONS
OF THE WAR REVENUE ACT.

Wo givo below tho text of the incomo and corporation
tax law, which forms part of tho omnibus rovenuo bill signed
by President Wilson on tho 8th inst. As wo have already
indicated, tho new law increases from 1% to 2% tho amount
of normal incomo tax levied against both corporations and
individuals; tho exemption continues in tho caso of indi-
viduals at $3,000 for unmarried persons and $4,000 for
husband and wifo, this latter exemption also being made to
apply “if tho person making tho return bo a head of a family.”
increases aro mado in the
it had pre-
incomes of

A reclassification and gradual
surtax against individuals; under tho law as
viously stood this surtax amounted to 1% on
$20,000 to $50,000; 2% on incomes of over $50,000 to $75,-
000; 3% incomes of over $75,000 to $100,000; 4% on
incomes of over $100,000 to $250,000; 5% incomes of
over $250,000 to $500,000 and 6% on incomes exceeding
$500,000. Tho now law imposes surtaxes as follows:

1% on amount by which the net income exceeds $20,000 and does not
exceed $40,000: 2% $40,000 to $60,000; 3%, $60,000 to $80,000; 4%,
$80,000 to $100,000; 5%, $100,000 to $150,000; 6%, $150,000 to $200,000;
7%, $200,000 to $250,000; 8%, $250,000 to $300,000; 9%, $300,000 to
$500,000; 10%, $500,000 to $1,000,000; 11%, $1,000,000 to $1,500,000;
12%, $1,500,000 to $2,000,000 and 13% on tho amount by which tho not
incomo exceeds $2,000,000.

on
on

Tho law fixes Juno 15 as tho dato whon all taxes shall

be duo and payable, instead of June 30 (tho date in the old
law) this change, it is stated, being mado in order that tho
returns may bo of uso for the Government records of tho
fiscal year in which they aro receivod.

Tho new law also contains a provision to tho effect that
“an individual keeping accounts upon any basis other than
that of actual receipts and disbursements, unless such other
basis does not clearly reflect his income, may, subject to
regulations mado by tho Commissioner of Intornal Revenue,
with tho approval of tho Secretary of tho Treasury, make
his return upon tho basis upon which his accounts aro kept,
in which caso the tax shall be computed upon his income
as so returned.”

Tho new law stipulates that the provision requiring the
2% normal tax of individuals to bo deducted and withheld
at tho source shall not bo construed to requiro tho with-
holding of such larger tax until Jan. 1 1917, the old law
and its tax of 1% governing in tho meantime.

For tho purposo of tho additional tax, individuals aro
now required to includo in their returns dividends received
from stocks. For tho purposo of normal tax only, the
incomo embraced in a personal return shall bo credited with
tho amount rocoivcd as dividends upon the stock or from
tho not earnings of any corporation, joint stock company
trusteo, or insurance company. For the
however, such dividends may not

or association,
purposo of tho surtax,
bo deducted.
Individuals aro no
not allowed to deduct
in transactions entered
with his business or trade,

longer subject to tax on profits whilo
the now law providing that
but not connected

losses,
into for profit,
tho losses actually sustained

therein, during tho year to an amount not exceeding tho
profits arising therefrom in tho United States, may be
deducted.” Tho Treasury regulations for tho pro-rating

by months of increases or decreases in tho value of property
acquired before Mar. 1 1913, aro sot asido by tho new law,
which provides that “tho fair market price or valuo of such
property as of Mar. 1 1913 shall bo tho basis for determining
tho amount of such gain derived or loss sustained.”
Federal land banks and National Farm Loan associations
created under the Rural Credits Act approvod July 17, are
exempt from taxation under tho corporation tax law; joint
stock land banks aro exempt as to incomo dorived from
bonds or debentures of other joint stock land banks or any
Federal land bank belonging to such joint stock land bank.
is tho completo text of tho incomo tax
The headings,

The following
law affecting individuals and corporations.
in many cases aro our own.

TITLE 1L—N3OME TAX

I —ON INDIVIDUALS
Normal Tax of 2%.

See. 1. (a) That there shall bo levied, assessed, collected, and paid
annually upon tho entlro not Incomo received In tho preceding calendar
year from all sources by every individual, a citizen or resident of tho United
States, a tax or two per centum upon such Incomo; and a like tax shall bo
lovlod, assessed, collected, and paid annually upon tho entlro not Incomo
received In tho preceding calendar year from all sources within tho United
States by every Individual, a nonresident alien , Including Interest on bonds
notes, or other Interest-bearing obligations of residents, corporate or other-
wise.

however,

PART

Additional Tax on incomes over $20,000.

(b) In addition to the Incomo tax Imposed by subdivision (a) of this

section (herein referred to as tho normal tax) there shall bo levied, assessed,
collected, and paid upon tho total not Incomo of every individual, or. In tho
case of a nonresident alien, tho total net Incomo received from all sources
mwithin tho United States, an additional Income tax (herein referred to as
tho additional tax) of one per centum per annum upon tho amount by
which such total net Incomo exceeds $20,000 and does not exceed$40,000.
two per centum per annum upon tho amount by which such total net incomo
exceeds $40,000 and does not exceed $60,000, three per centum per annum
upon the amount by which such total net Income exceeds $60,000 and does
not exceed $80,000, four per centum per annum upon tho amount by which
such total net Income exceeds $80,000 and does not exceed $100,000, five
per centum per annum upon the amount by which such total net Income
exceeds $100,000 and does not exceed $150,000, six per centum per annum
upon the amount by which such total net income exceeds $150,000 and
does not exceed $20,000, seven per centum per annum upon the amount by
which such total net Income exceeds $200,000 and does not exceed $250,000,
eight per centum per annum upon the amount by which such total net
Income exceeds $250,000 and does not exceed $300,000, nine per centum per
annum upon tho amount by which such total net Income exceeds $300,000
and does not exceed $500,000, ten per centum per annum upon the amount
by which such total net incomo exceeds$5G0,000 and does not exceed $1,-
000,000, eleven per centum per annum upon the amount by which such
total net Income exceeds $1,000,000 and docs not exceed $1,500,000, twelve
per centum per annum upon the amount by which such total net Income
exceeds $1,500,000 and does not exceed $2,000,000, and thirteen per centum
per annum upon the amount by which such total net Income exceeds
$2,000,000.

For the purpose of tho additional tax there shall be Included as Income
tho incomo derived from dividends on the capital stock or from the net
earnings of any corporation, joint-stock company or association, or Insurance
company, except that In tho case of nonresident aliens such income derived
from sources without the United States shall not be Included.

All tho provisions of this title relating to the normal tax on Individuals,
so far as they aro applicable and are not Inconsistent with this subdivision
and section three, shall apply to the Imposition, levy, assessment, and
collection of the additional tax imposed under this subdivision.

(c) The foregoing normal and additional tax rates shall apply to the

entire net income, except as hereinafter provided, received by every taxable
person In tho calendar year nineteen hundreed and sixteen and In each
calendar year thereafter.

Income Defined.

Sec. 2. (a) That, subject only to such exemptions and deductions as are
hereinafter allowed, tho net Incomo of a taxable person shall Include gains,
profits, and Income derived from salaries, wages, or compensation for
personal service of whatever kind and In whatever form paid, of from pro-
fessions, vocations, businesses, trade, commerce, or sales, or dealings in
property, whether real or personal, growing out of the ownership or uso
of or Interest In real or personal property, also from interest, rent, dividends,
securities, or the transaction of any business carried on for agin or profit,
or gains or profits and Income derived from any source whatever: Provided,
That the term “dividends” as used in this title shall bo held to mean any
distribution mado or ordered to be mado by a corporation, joint-stock
company, association, or Insurance company, out of its earnings or profits
accrued since March first, nineteen hundred and thirteen, and payable
to Its shareholders, whether In cash or In stock of the corporation, joint-
stock company, association, or Insurance company, which stock dividend
shall bo considered incomo, to the amount of Its cash value.

(b) Incomo received by estates of deceased persons during the period
of administration or settlement of the estato, shall be subject to tho normal
and additional tax and taxed to their estates, and also such income of
estates or any kind of property hold in trust including such income accumu-
lated in trust for the benefit of unborn or unascertained persons, or persons
with contingent interest and incomo held for future distribution under the
terms of tho will or trust shall bo likowise taxed, the tax in each Instance,
except when the income is returned for tho purposo of the tax by the
beneficiary, to bo assessed to tho executor, administrator, or trustee, as
the caso may bo; Provided, That where tho income is to be distributed
annually or regularly between existing heirs or legatees or beneficiaries,
tho rate of tax and method of computing the same shall be based In each
caso upon tho amount of the individual share to be distributed.

Such trustees, executors, administrators, and other fiduciaries aro
hereby indemnified against the claims or demands of every beneficiary
for all payments of taxes which they shall bo required to make under tho
provisions of this title, and they shall have credit for the amount of such
paymonts against the beneficiary or principal in any accounting which
they make as such trustee or other fiduciaries.

(c) For the purposo of ascertaining tho gain derived from tho sale or
other disposition of property, real, personal, or mixed, acquired before
March first, nineteen hundred and thirteen, the fair market price or value
of such property as of March first, nineteen hundred and thirteen, shall
bo tho basis for determining tho amount of such gain derived.

Additional Tax Includes Undistributed Profits.

Sec. 3. For the purpose of tho additional tax, the taxable income of
any individual shall include tho sharo to which ho would bo entitled of the
gains and profits, if divided or distributed, whether divided or distributed
or not, of all corporations, joint-stock companies or associations, or insur-
ance companies, howover created or organized, formed or fraudulently
availed of for tho purpose of preventing tho imposition of such tax through
tho medium of permitting such gains and profits to accumulate instead of
being divided or distributed; and tho fact that any such corporation,
joint-stock company, or association, or insurance company, is a mere
holding company, or that tho gains and profits aro permitted to accumulate
beyond tho reasonable needs of tho business, shall bo prima facie evidence
of a fraudulent purposo to escapo such tax; but tho fact that the gains and
profits aro In any caso permitted to accumulate and becomo surplus shall
not bo construed as evidence of a purposo to escapo tho said tax in such
caso unloss the Secretary of tho Treasury shall certify that in Ills opinion
such accumulation Is unreasonable for the purposes of tho business. When
requested by the Commissioner of Internal Rovenuo, or any district col-
lector of internal revenue, such corporation, joint-stock company or asso-
ciation, or insurance company shall forward to him a correct statement
of such gains and profits and tho names and addresses of tho individuals
or shareholders who would bo entitled to tho samo if divided or distributed.

Income Exempt from Law.

Soc. 4. Tho following Incomo shall be exempt from tho provisions of this
title:

Tho proceeds of life insurance policies paid to individual beneficiaries
upon tho death of tho insured; the amount received by the insured, as a
return of premium or premiums paid by him under life insurance, endow-
ment, or annuity contracts, either during tho term or at tho maturity of
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tho term mentioned in the contract or upon tho surrender of the contract;
the value of property acquired by gift, bequest, deviso, or descent (but
the income from such property shall be included as incomo); interest
upon the obligations of a State or any political subdivision thereof or upon
the obligations of tho United States or its possessions or securities issued
under tho provisions of tho Federal Farm Loan Act of July seventeenth,
nineteen hundred and sixteon; tho compensation of tho presont President
of tho United States during tho term for which he has boon elected, and tho
judges of tho Supremo and inforior courts of tho United States now in offico,
and the compensation of all officers and employees of a Stato; or any political
subdivision thereof, except whon such compensation is paid by the Unitod
States Government.

Deductions Allowed to Individuals.

Sec. 5. That in computing net incomo in tho caso of a citizon or resident
of tho United States—

(a) For tho purpose of tho tax thero shall bo allowed as deductions—

First. Tho necessary expenses actually paid in carrying on any business
or trade, not including personal, living, or family expenses;

Second. All interest paid within tho year on his indebtedness;

Third. Taxes paid within tho year imposed by tho authority of tho
United States, or its Territories, or possessions, or any foreign country
or under tho authority of any Stato, county, school district, or municipality,
or other taxing subdivision of any Stato, not including those assossod
against local benefits;

Fourth. Losses actually sustained during the year, incurred in his
business or trado, or arising from fires, storms, shipwreck, or other casualty,
and from theft, when such losses aro not compensated for by insurance
or otherwise: Provided, That for tho purpose of ascertaining tho loss sus-
tained from tho salo or other disposition of property, real, personal, or
mixed, acquired boforo March first, nineteen hundred and thirteen, tho
fair market price or value of such property as of March first, nineteen
hundred and thirteen, shall bo tho basis for determining tho amount of such
loss sustained;

Fifth. In transactions entered into for profit but not connected with
his business or trado, tho losses actually sustained therein during the year
to an amount not exceeding tho profits arising thorefrom;

Sixth. Dobts duo to tho taxpayer actually ascertained to bo worthless
and charged off within the year;

Seventh. A reasonable allowance for tho exhaustion, woar and toar of
property arising out of its uso or employment in tho business or trade;

Eighth, (a) In tho caso of oil and gas wells a reasonable allowance
for actual reduction in flow and production to bo ascertained not by the
flush flow, but by the settled production or regular flow; (b) in tho caso
of mines a reasonable allowance for depletion thereof not to exceed tho
market value in tho mine of the product thereof, which has been mined
and sold during tho year for which tho roturn and computation aro made,
such reasonable allowance to bo made in tho caso of both (a) and (b) under
rules and regulations to be proscribed by tho Secretary of the Treasury:
Provided, That when tho allowances authorized in (a) and (b) shall equal tho
capital originally invested, or in caso of purchase mado prior to March first,
nineteen hundred and thirteen, the fair markot valuo as of that date, no
further allowance shall be mado. No deduction shall bo allowed for any
amount paid out for new buildings, permanent improvements, or better-
ments, mado to increase tho valuo of any property or estato, and no deduc-
tion shall bo mado for any amount of oxponso of restoring property or making
good tho exhaustion thereof for which an allowance is or has boon made

Credits Allowed.

(b) For tho purpose of tho normal tax only, tho incomo ombraced in a
personal return shall bo credited with tho .amount received as dividends
upon tho stock or from tho not oarnings of any corporation, joint-stock
company or association, trustee, or Insurance company, which is taxable
upon its net income as hereinafter provided;

(c) A like credit shall bo allowed as to tho amount of incomo, tho normal
tax upon which has boon paid or withheld for payment at tho source of tho
incomo under tho provisions of this titlo.

Non-Resident Aliens.— How Net Income is Computed.

Sec. 0. That in computing not incomo in tho caso of a non-resident alien—

(@) For tho purposo of tho tax there shall bo allowed as deductions—

First. Tho necessary expenses actually paid in carrying on any business
or trado conducted by him within tho United States, not including personal,
living, or family expenses;

Second. Tho proportion of all interest paid within tho year by such
person on his indebtedness which tho gross amount of his incomo for tho
year derived from sources within tho United States boars to (ho gross
‘amount of his income for tho year derived from all sources within and
without tho Unitod States, but this deduction shall bo allowed only if
such person includes in tho return required by Section eight all tho inform-
ation necessary for its calculation;

Third. Taxes paid within the year imposed by tho authority of tho
United States, or its Territories, or possessions, or under tho authoiity of
any Stato, county, school district, or municipality, or other taxing sub-
division of any State, paid within tho United States, not including thoso
assessed against local benefits;

Fourth. Losses actually sustained during tho year, Incurred in business
or trado conducted by him within tho United States, and losses of property
within tho United States arising from fires, storms, shipwreck, or other
casualty, and from theft, when such losses aro not compensated for by
insurance or otherwise: Provided, That for tho purposo of ascertaining
the amount of such loss or losses sustained in trade, or speculative transac-
tions not in trade, from tho same or any kind of property acquired before
March first, nineteen hundred and thirteen, the fair market price or value
of such property as of March first, nineteen hundred and thirteen, shall
b) tho basis for determining the amount of such loss or losses sustained;

Fifth. In transactions entered into for profit but not connected with
his business or trade, tho losses actually sustained therein during tho year
to an amount not exceeding tho profits arising thorefrom, In tho United
States;

Sixth. Debts arising in tho courso of business or trado conducted by
him within the United States duo to the taxpayer actually ascertained to
be worthless and charged off within tho year;

Soventh. A reasonable allowance for tho exhaustion, wear and tear of
property within the United States arising out of its uso or employment
in tho business or trado; (a) in tho caso of oil and gas wells a reasonable
allowance for actual reduction In flow and production to be ascertained not
by tho flush flow, but by tho settled production or regular flow; (b) in tho
case of mines a reasonable allowance for depletion thereof, not to exceed
the market value in the mine of tho product thereof which has been mined
and sold during tho year for which the return and computation aro mado,
such reasrn b o allowance to bo made In tho case of both (a) and (blunder
rules and rogulaticn: to bo prescribed by tho Secretary of tho Treasury;
Provided, That when tho iowanco authorized in (a) and (b) shall equal the
capital originally invested or in caso of purchase mado prior to March first

ninoteen hundred and thirteen, tho fair markot valuo as of that dato, no
further allowance shall bo mado. No deduction shall bo allowed for any
amount paid out for new buildings, permanent improvements or botter-
ments, mado to increase tho value of any property or ostate, and no deduc-
tion shall )Omado for any amount of oxpenso of restoring property or mak-
ing good tho exhaustion thereof for which an allowance Is or has been made.

(b) There shall also bo allowed the credits specified by subdivisions
(b) and (c) of section five.

Personal Exemption.

Sec. 7. (@) That for tho purposo of tho normal tax only, there shall bo
allow'ed as an exemption in tho nature of a deduction from the amount of
the net Income of each of said persons, ascertained as provided heroin, tho
sum of S3,000, plus S1,000 additional if tho person making the roturn bo a
head of a family, or a married man with a wife living with him, or plus tho
sum of S1,000 additional if the person making tho roturn be a married wo-
man with a husband living with her; but in no event shall this additional
exemption of Si,000 bo deducted by both a husband and wife:  Provided,
That only one deduction of S1,000 shall be made from tho aggregate Incomo
of both husband and wife when living togother: Provided, further. That
guardians or trustees shall bo allowed to mako tills porsonal exemption
as to income derived from tho property of which such guardian or trustco
has charge In favor of each ward or cestui quo trust: Provided further.
That in no event shall a ward or cestui quo trust bo allowed a greater per-
sonal exemption than $3,000, or, if married, $4,000, as provided in this
paragraph, from the amount of net Income recolved from all sources. Thero
shall also bo allowed an exemption from tho amount of tho net income of
estates of decoasod porsons during the period of administration or settle-
ment, and of trust or other estates the Incomo of which is not distributed
annually or regularly under tho provisions of paragraph (b), section two,
tho sum ol $3,COO, including such deductions as aro allowed under section
live.

(b) A nonresident alien individual may receive the benoflt of tho ex-
emption provided for in this section only by filing or causing to bo filed with
tho collector of internal revenue a truo and accurate roturn of Ills total in-
come, received from all sources, corporate or otherwise, in tho Unitod States,
in tho manner prescribed by this title; and in case of his failure to filo such
return the collector shall collect tho tax on such incomo, and all property
belonging to such nonresident allon Individual shall bo llablo to distraint
for tho tax.

When Returns Arc to Be Made.

Sec. 8. (a) The tax shall bo computod upon tho not Income as thus
ascertained of each person subject thereto, rccolvod in each precoding calen-
dar year ending December thirty-first.

(b) On or beforo tho first day of March, nineteon hundred and seven-
teen; and the first day of March in each year tiiereaftor, a truo and accurato
return under oath shall be mado by each person of lawful ago, cxcopt as
hereinafter provided, having a net Incomo of 33,000 or over for tho taxable
year to the collector of Internal rovenue for tho district in which such person
has his legal residence or principal place of business, or if thero bo no logal
residence or place of business In the United Statos, then with tho collector
of Internal rovenue at Baltimore, Maryland, In such form as tho Commis-
sioner of Internal Revenue, with the approval of tho Secrotary of tho Treas-
ury, shall prescribe, setting forth specifically the gross amount of income
from all separate sources, and from the total thereof deducting the aggre-
gate items of allowances herein authorized: Provided, That the Commis-
sioner of Internal Rovenuo shail have authority to grant a reasonable ex-
tension of time, in meritorious cases, for filing returns of incomo by persons
residing or traveling abroad who aro required to make and filo returns of
Incomo and who aro unable to flic said returns on or boforo March first of
each year: Provided further. That tho aforesaid return may bo made by an
agent when by reason of illness, absence, or nonresidence tho porson lia-
ble for said return Is unable to mako and render tho samo, tho agent assum-
ing tho responsibility of making tho returnand incurring penalties provided
for erroneous, false, or fraudulent roturn.

(c) Guardians, trustees, executors, administrators, receivers, con-
servators, and all persons, corporations, or associations acting in any
fiduciary capacity, shall make and render a return of the Income of tho
person, trust, or estate for whom or which they act, and bo subject to all
tho provisions of this title which apply to Individuals. Such fiduciary
shall mako oath that ho has sufficient knowledge of tho affairs of such
person, trust, or estato to enable him to mako such roturn and that tho same
is, to tho best of his knowledge and belief, truo and correct, and bo subject
to all tho provisions of this titlo which apply to individuals: Provided,
That a return mado by one of two or moro joint fiduciaries filed in the
district whero such fiduciary resides, under such regulations as tho Secretary
of tho Treasury may prescribe, shall bo a sufficient compliance with tho
requirements of this paragraph.

Tax to be Withheld at Source.

(d) All persons, firms, companies, co-partnorshlps, corporations, joint-
stock companies, or associations, and insurance companies, except as here-
inafter provided, in whatover capacity acting, having tho control, receipt,
disposal, or payment of fixed or determinable annual or periodical gains,
profits, and Incomo of another individual subject to tax, shall in behalf of
such person deduct and withhold from tho payment an amount equivalent
to tho normal tax upon tho same and make and render a return, as aforesaid,
but separate and distinct, of tho portion of tho incomo of each person from
which tho normal tax has been thus withheld, and containing also tho name
and address of such person or stating that tho name and address or the address
as tho case may bo, aro unknown: Provided, That tho provision requiring
tho normal tax of individuals to bo deducted and withheld at tho source of
tho Income shall not bo construed to requiro tho withholding of such tax
according to the two per centum normal tax rato herein prescribed until
on and after January first, ninoteen hundred and seventeen, and tho law
existing at the time of tho passago oC this Act shall govern tho amount
withheld or to bo withheld at the sourco until January first, nineteen
hundred and seventeen.

That In either caso mentioned In subdivisions (c) and (d) of this section
no return of Incomo not exceeding $3,000 shall bo required, except as In
this titlo provided.

Persons in Partnerships Liable for tax in Individual Capacity.

(e) Persons carrying on business In partnership shall bo llablo for incomo
tax only in their individual capacity, and the share of the profits of tho
partnership to which any taxablo partner would bo entitled If tho samo wero
divided, whether divided or otherwise, shall bo returned for taxation and
tho tax paid under the provisions of this titlo: Provided, That from tho not
distributive Interests on which tho Individual members shall bo llablo for
tax, normal and additional, thero shall bo excluded their proportionate shares
received from Interest on tho obligations of a Stato or any political or
taxing subdivision thereof, and upon tho obligations of tho United Statos
and Its possessions, and all taxes paid to tho United States or to any posses-
sion thereof, or to any State, county, or taxing subdivision of a Stato, and
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that for the purpose of computing tho normal tax there shall bo allowed a
credit, as provided by section five, subdivision (b), for their proportionate
share of tho profits derived from dividends. And such partnership, when
requested by tho Commissioner of Internal Revenue, or any district collec-
tor, shall render a correct return of the earnings, profits, and Income of tho
partnership, except Income exempt under section four of this Act, setting
forth the Item of tho gross Incomo and the deductions and crodlts allowed
by this title, and tho names and addresses of tho individuals who would bo
entitled to tho net earnings, profits, and Incomo, If distributed.

(f) In every return shall bo Included tho Incomo derived from dividends
on tho capital stock or from the net earnings of any corporation, joint-
stock company or association, or Insurance company, oxcept that in tho
caso of nonresident aliens such Income derived from sources without tho
United States shall not bo Included.

(9) An individual keeping accounts upon any basis other than that of
actual receipts and disbursements, unless such other basis does no clearly
roflect Ills Incomo, may, subject to regulations made by tho Commissioner
of Internal Revenue, with tho approval of tho Secretary of tho Treasury,
malco his return upon tho basis upon which Ills accounts aro kept, In which
case the tax shall be computed upon Ills Incomo as so returned.

Assessment and Administration—Payments’, when to be made.

Sec. 9. (a) That all assessments shall bo mado by the Commissioner
of Internal Revenue and all persons shall bo notified of tho amount for
which they aro respectively Ilablo on or beforo tho first day of Juno of each
successive year, and said amounts shall bo paid on or beforo tho fifteenth
day of Juno, except In cases of refusal or neglect to make such return and
In cases of orroneous, false, or fraudulent returns, In which cases tho Com-
missioner of Internal Revenue shall, upon tho discovery thereof, at any
time within three years after said return is duo, or has been mado, make
a return upon informatin obtained as provided for In this title or by existing
law or require tho necessary corrections to bo mado, and tho assessment
made by tho Commissioner of Internal Revenue thereon shall bo paid by
such person or persons Immediately upon notification of tho amount of
such assessment; and to any sum or sums duo and unpaid after tho fifteenth
day of Juno In any year, and for ten days after notice and demand thereof
by tho collector, (hero shall bo added tho sum of five per contum on tho
amount of tax unpaid, and Interest at tho rate of one per centum per month
upon said tax from the time tho same became due, oxccpt from tho estates
of Insane, deceased, or Insolvent persons.

Withholding Tax at Source.

(b) AIll persons, firms, copartnerships, companies, corporations, joint-
stock companies, or associations, and insuranco companies, in whatever
capacity acting, including lesseos or mortgagors of real or personal prop-
erty, trustees acting in any trustcapacity, executors, administrators, receiv-
ers, conservators, employers, and all offlcors and employees of tho United
States having thocontrol, receipt, custody, disposal, or paymentof interost,
rent, salaries, wages, premiums, annuities, compensation, remuneration,
emoluments, or other fixed or dctcrmlnablo annual or periodical gains,
profits, and Incomo of another person, exceeding S3,000 for any taxablo
yoar, other than income derived from dividends on capital stock, or from
tho not earnings of corporations and joint-stock companies or associations,
or insuranco companies, tho Incomo of which is taxablo under this tltlo,
who aro required to mako and render a return in bohalf of another, as pro-
vided herein, to tho collector of his, her or its district, are hereby authorized
and required to deduct and withhold from such annual or periodical gains,
profits, and incomo such sum as will bo sufficient to pay tho normal tax
imposed thereon by this tltlo, and shall pay tho amount withheld to the
officer of tho United States Government authorized to receive tho same;
and thoy aro each hereby made personally liable for such tax, and they aro
each horeby indemnified against overy person, corporation, association, or
demand whatsoever for all payments which thoy shall mako in pursuance
and by virtuo of this title.

Persona! Exemption— How to lie Obtained.

In all cases where tho incomo tax of a person is withhold and dodueted
and paid or to be paid at tho sourco, sucli person shall not rocoivo tho bene-
fit of tho porsonal exemption allowed in section sovon of this tltlo oxcept by
an application for refund of tho tax unless lie shall, not lass than thirty days
prior to the day on which tho return of Ills income is duo, filo with tho per-
son who is required to withhold and pay tax for him, a signed notico in writ-
ing claiming tho benefit of such exemption, and thereupon no tax shall bo
withheld upon tho amount of such exemption: Provided, That if any per-
son for tho purpose of obtaining any allowance or reduction by virtue of a
claim for such exemption, either for himself or for any other person, know-
ingly makes any falso statement or falso or fraudulent representation, he
shall bo liablo to a penalty of not exceeding S300.

Taxes Paid at Source— How lienefit of Deduction May lie Obtained.

And where tho income tax is paid or to bo paid at the sourco, no person
shall bo allowed tho benefit of any deduction provided for in sections five
or six of this titlo unless ho shall, not less than thirty days prior to tho day
on which tho return of ills incomo is duo, oithor (1) file witii the person who
is requirod to withhold and pay tax for him a true and correct return of his
gains, profits, and incomo from all other sources, and also the deductions
asked for, and tho showing thus mado shall then become a part of tho return
to bo mado in his bohalf by tho person required to withhold and pay tho
tax, or (2) likewise mako application for deductions to tho collector of tho
district in which return is made or to bo mado for him: Provided, That when
any amount allowable as a deduction is known at tho time of receipt of
fixed annual or periodical incomo by an individual subject to tax, ho may
filo with the person, firm, or corporation making tho payment a certificate,
under penalty for false claim, and in such form as shall bo proscribed by tho
Commissioner of Internal Revenue, stating the amount of such deduction
and making a claim for an allowance of the same against tho amount of tax
otherwise required to bo deducted and withheld at the sourco of the incomo,
and such certificate shall likowlso becomo a part of tho roturn to bo mado in
his behalf.

If such person is absent from tho United States, or is unablo owing to seri-
ous illnoss to mako tho return and application above provided for, tho roturn
and application may bo mado by an agent, ho making oatii that ho lias suf-
ficient knowledge of tho affairs and property of his principal to enable him
to mako a full and complote roturn, and that the roturn and application made
by him aro full and comploto.

(c) Tlie amount of tho normal tax horeinboforo imposed shall bo de-
ducted and withheld from fixed or determinable annual, or periodical gains,
profits, and incomo derived from interest upon bonds and mortgages, or
deeds of trust or other similar obligations of corporations, joint-stock com-
panies, associations, and insurance companies, whether payable annually
or at shortor or longer periods, although such interest does not amount to
$3,000, subject to tho provisions of this title requiring the tax to bo withheld
at tho sourco and deducted from annual incomo and returned and paid to
tho Government.

(d) And likewise the amount of such tax shall bo deducted and withheld
from coupons, checks, or bills of exchange for or in payment of interost
upon bonds of foreign countries and upon foreign mortgages or like obliga-

tions (not payable in the United States), and also from coupons, checks, or
bills of exchange for or in payment of any dividends upon the stock or in-
terest upon the obligations of foreign corporations, associations, and in-
surance companies engaged in business in foreign countries.

And the tax in such cases shall be withheld, deducted, and returned for
and in behalf of any person subject to tho tax hereinbefore imposed, al-
though such interest or dividends do not exceed $3,000. by (1) any banker
or person who shall soil or otherwies realize coupons, checks, or bills of ex-
change drawn or made in payment of any such interest or dividends (not
payablo in the United States), and (2) any person who shall obtain payment
(not in tho United States) in behalf of another of such dividends and inter-
est by means of coupons, checks, or bills of exchange, and also (3) any dealer
in such coupons who shall purchase the same for any such dividends or in-
terost (not payablo in the United States) otherwise than from a banker or
another dealer in such coupons.

(0) AVhere tho tax is withheld at the source, the benefit of the exemption

and tho deductions allowable under this title may bo had by complying
with the foregoing provisions of this section.
Those Undertaking Foreign Collections Must Obtain a License.

(f) All persons, firms, or corporations undertaking as a matter of
business or for profit the collection of foreign payments of such interest
or dividends by means of coupons, checks, or bills of exchange shall obtain
a license from tho Commissioner of Internal Revenue, and shall be subject
to such regulations enabling the Government to ascertain and verify
tlie duo withholding and payment of the incomo tax required to be with-
held and paid as the Commissioner of Internal Revenue, with the approval
of tlie Secretary of the Treasury, shall prescribe: and any person who
shall knowingly undertake to collect such payments as aforesaid without
having obtained a licenso therefor, or without complying with such regu-
lations, shall be deemed guilty of a misdemeanor and for each offense
bo fined in a sum not exceeding $5,000, or imprisoned for a term not
exceeding one yoar, or both, in the discretion of tho court.

(g) The tax herein imposed upon gains, profits, and income not falling
under the forogoing and not returned and paid by virtuo of the foregoing
shall bo assessed by personal return under rules and regulations to bo
prescribed by tlie Commissioner of Internal Rovenuo and approved by
tho Secretary of the Treasury. The intent and purpose of this titlo is
that all gains, profits, and incomo of a taxablo class, as defined by this
title, shall bo charged and assessed with tho corresponding tax, normal
and additional, prescribed by this titlo, and said tax shall be paid by tho
owner of such incomo. or the proper representative having tho receipt,
custody, control, or disposal of tho same. For tho purpose of this titlo
ownership or liability shall be determined as of tho year for which a return
is requirod to bo rendered.

Tho provisions of this titlo relating to the deduction and payment of
tho tax at tho sourco of incomo shall only apply to tho normal tax herein-
before imposed upon individuals.

PART II.—ON CORPORATIONS.
Tax of Two Per Cent.

Sec. 10. That thero shall bo levied, assessed, collected, and paid annu-
ally upon the total net incomo received in tho preceding calendar yoar
from all sources by overy corporation, joint-stock company or association,
or insuranco company, organized in tho United States, no matter how
created or organized, but not including partnerships, a tax of two per
centum upon such income; and a like tax shall be levied, assessed, col-
lected, and paid annually upon the total net incomo received in tho pre-
ceding calendar year from all sources within tlie United States by every
corporation, joint-stock company or association, or insurance company
organized, authorized, or existing under the laws of any foreign country,
including interest on bonds, notes, or other interest-bearing obligations
of residents, corporate or otherwise, and including the incomo derived from
dividends on capital stock or from net earnings of resident corporations,
joint-stock companies or associations, or insuranco companies whose
not incomo is taxablo under this title: Provided, That tho term “dividends”
as used in this title shall be held to mean any distribution made or ordered
to bo mado by a corporation, joint-stock company, association, or insur-
anco company, out of its earnings or profits accrued since March first,
nineteen hundred and thirteen, and payablo to its shareholders, whether
in cash or in stock of tlie corporation, joint-stock company, association,
or insuranco company, which stock dividend shall bo considered income,
to tho amount of its cash value.

Tho forogoing tax rate shall apply to tho total net income received by
overy taxablo corporation, joint-stock company or association, or insur-
ance company in the calendar year nineteen hundred and sixteen, and in
each year thereafter, except that if it lias fixed its own fiscal year under
the provisions of existing law, the foregoing rate shall apply to the pro-
portion of the total net income returned for the fiscal year ending prior
to December thirty-first, nineteen hundred and sixteen, which the period
between January first, nineteen hundred and sixteen, and tho end of such
fiscal year bears to the whole of such fiscal yoar, and tho rate fixed in
Section Il of the Act approved October third, nineteen hundred and thir-
teen, entitled “An Act to reduce tariff duties and to provide revenue for
tho Government, and for other purposes,” shall apply to the remaining
portion of tho total not income returned for such fiscal yoar.

For the purpose of ascertaining tho gain derived or loss sustained from
tho sale or other disposition by a corporation, joint-stock company, or
association, or insurance company, of property, real, personal, or mixed,
acquired beforo March first, nineteen hundred and thirteen, tho fair market
prico or value of such property as of March first, nineteen hundred and
thirteen, shall be tho basis for determining the amount of such gain de-
rived or loss sustained.

Organizations Exempt from Tax on Corporations.

Sec. 11. (a) That there shall not bo taxed under this tital any income

received by any—

First. Labor, agricultural, or horticultural organization;

Second. Mutual savings bank not having a capital stock represented
by shares;

Third. Fraternal beneficiary society, order, or association, operating

under tho lodge system or for the exclusive benefit of tho members of a
fraternity itself operating under the lodge system, and providing for the
payment of life, sick, accident, or other benefits to tho members of such
society, order, or association or their dependents;

Fourth. Domestic building and loan associations and co-operative banks
without capital stock, organized and operated for mutual purposes and with-
out profit;

Fifth. Cemetery company owned and operated exclusively for the bene-
fit of its members;

Sixth. Corporation or association organized and operated exclusively
for religious, charitable, scientific, or educational purposes, no part of the
net Incomo of which Inures to the benefit of any private stockholder or in-
dividual;

Seventh. Business league, chamber of commerce, or board of trade,not
organized for profit and no part of tho net Income of which Inures to the
benefit of any private stockholder or individual;
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Eighth. Civic league or organization not organized for profit but oper-
ated exclusively for the promotion of social welfare;

Ninth. Club organized and operated exclusively for pleasure, recreation,
and other nonprofltable purposes, no part of the net Income of which inures
to the benefit of any private stockholder or member;

Tenth. Farmers’ or other mutual hall, cyclone, or fire insurance com-
pany, mutual ditch or Irrigation company, mutual or co-operative tele-
phone company, or like organization of a purely local character, the Income
of which consists solely of assessments, dues and fees collected from mem-
bers for the sole purpose of meeting its expenses;

Eleventh. Farmers’, fruit growers’, or like association, organized and
operated as a sales agent for the purposo of marketing the products of Its
members and turning back to them the proceeds of sales, less the necessary
selling expenses, on the basis of the quantity of produce furnished by them;

Twelfth. Corporation or association organized for the exclusive pur-
pose of holding titlo to property, collecting income therefrom, and turning
over the entire amount thereof, less expenses, to an organization which
itself is exempt from the tax imposed by this title; or

Thirteenth. Federal land banks and national farm-loan associations
as provided In section twenty-six of the Act approved July seventeenth,
nineteen hundred and sixteen, entitled “An Act to provide capital for agri-
cultural development, to create standard forms of Investment based upon
farm mortgage, to equalize rates of interest upon farm loans, to furnish
a market for United States bonds, to create Government depositaries and
financial agects for the United States, and for other purposes.”

Fourteenth. Joint-stock land banks as to Income derived from bonds
or debentures of other joint-stock land banks or any Federal land bank be-
longing to such joint-stock land bank.

(b) There shall not be taxed under this title any Income derived from
any public utility or from the exercise of any essential governmental func-
tion accruing to any State, Territory or the District of Columbia, or any
political subdivision of a State or Territory, nor any Income accruing to
the government of the Philippine Islands or Porto Rico, or of any political
subdivision of the Philippine Islands or Porto Rico: Provided, That when-
ever any State, Territory, or the District of Columbia, or any political sub-
division of a State or Territory, has, prior to the passage of this title, entered
In good faith Into a contract with any person or corporation, the object and
purpose of which is to acquire, construct, operate, or maintain a public
utility, no tax shall be levied under the provisions of.this title upon the in-
come derived from the operation of such public utility, so far as the payment
thereof will Impose a loss or burdon upon such State, Territory, or tho Dis-
trict of Columbia, or a political subdivision of a Stato or Territory; but this
provision is not Intended to confer upon such porson or corporation any fi-
nancial gain or exemption or to relieve such person or corporation from tho
payment of a tax as provided for In this title upon tho part or portion of tho
said Income to which such person or corporation shall be entitled under such
contract.

Deductions Allowed.

Sec. 12. (a) In the case of a corporation, joint-stock company or associa-
tion, or Insurance company, organized in the United States, such not In-
come shall bo ascertained by deducting from the gross amount of its Income
received within the year from all sources—

First. All tho ordinary and necessary expenses paid within tho year in
the maintenance and operation of Its business and properties, Including
rentals or other payments required to be made as a condition to tho con-
tinued uso or possession of property to which tho corporation has not taken
or Is not taking title, or In which It has no equity;

Second. All losses actually sustained and charged off within the year
and not compensated by Insurance or otherwise, Including a reasonable
allowance for tho exhaustion, wear and tear of property arising out of Its
uso or employment in the business or trade; (a) in tho case of oil and gas
wells a reasonable allowance for actual reduction In flow and production,
to be ascertained not by tho flush flow but by the settled production or
regular flow; (b) In the case of mines a reasonable allowance for depletion
thereof not to exceed the market value In the mine of the product thereof
which has been mined and sold during the year for which the return and
computation aro mado, such reasonable allowance to be made In tho case
of both (a) and (b) under rules and regulations to be prescribed by the
Secretary of the Treasury: Provided, That when the allowance authorized
In (a) and (b) shall equal the capital originally Invested, or In case of pur-
chase mado prior to March first, nineteen hundred and thirteen, the fair
market value as of that date, no further allowance shall bo made; and (c)
in tho case of insurance companies, tho net addition. If any, required by
law to bo mado within the year to reservo funds and the sums other than
dividends paid within tho year on policy and annuity contracts: Provided,
That no deduction shall bo allowed for any amount paid out for now build-
ings, permanent Improvements, or betterments mado to Increase tho value
of any property or estate, and no deduction shall be mado for any amount
of expense of restoring property or making good tho exhaustion thereof for
which an allowance Is or has been mado: Provided further, That mutual tire
and mutual employers' liability and mutual workmen's compensation and
mutual casualty Insurance companies requiring their members to mako
premium deposits to provide for losses and expenses shall not return as
income any portion of tho premium doposits returned to their policyholders,
but shall return as taxablo Income all incomo rccelvod by thorn from all
other sources plus such portions of tho premium deposits as are retained
by the companies for purposes other than the payment of losses and oxponses
and reinsurance reserves: Provided further, That mutual marine insurance
companies shall includo In their return of gross Income gross premiums
collected and received by them less amounts paid for reinsurance, but shall
bo entitled to Include In deductions from gross Income amounts ropald to
policyholders on account of premiums previouslylpaid by them and interest
paid upon such amounts between the ascertainment theroof and the pay-
ment thereof, and life insurance companies shall not include as Incomo In
any year such portion of any actual premium received from any Individual
policyholder as shall have been paid back or credited to such Individual
policyholder, or treated as an abatement of premium of such Individual
policyholder, within such year;

Third. The amount of Interest paid within the year on its indebtedness
to an amount of such Indebtedness not in excess of the sum of (a) the entire
amount of the paid-up capital stock outstanding at the closo of tho year,
or, If no capital stock, tho entire amount of capital employed in the business
at tho closo of the year, and (b) one-half of its Interest-bearing Indebtedness
then outstanding: Provided, That for the purposo of this title preferred
capital stock shall not be considered Interest-bearing Indebtedness, and
Interest or dividends paid upon tills stock shall not bo deductible from gross
income: Provided further. That in cases wherein shares of capital stock are
issued without par or nominal value, tho amount of paid-up capital stock,
within tho meaning of this section, as represented by such shares, will be
tho amount of cash, or its equivalent, paid or transferred to the corporation
as a consideration for such shares: Provided further. That In the caso of
Indebtedness wholly secured by property collateral, tanglblo or Intangible,
tho subject of sale or hypothecation In tho ordinary business ofsuch corpora-
tion, joint-stock company or association as a dealer only in the property

constituting such collateral, or in loaning the funds thoreby procured, the
total interest paid by such corporation, company, or association within
the year on any such indebtedness may bo deducteod as a part of its ex-
penses of doing business, but interest on such Indebtedness shall only bo
deductible on an amount of such indebtedness not In excess of the
actual value of such property collateral: Provided further. That In tho case
of bonds or other indebtedness, which havo been lIssued with a guaranty
that the interest payable thereon shall be freo from taxation, no deduction
for the payment of tho tax herein imposed, or any other tax paid pursuant
to such guaranty, shall be allowed; and In tho case of a bank, banking
association, loan or trust company. Interest paid within tho year on de-
posits or on moneys received for Investment and secured by intere-st-bearlng
certificates of Indebtedness Issued by such bank, banking association, loan
or trust company;

Fourth. Taxes paid within the year Imposod by tho authority of the
United States, or its Territories or possessions, or any foreign country,
or under the authority of any State, county, school district, or municipality,
or other taxing subdivision of any State, not Including those assossed
against local benefits.

(b) *In the case of a corporation, joint-stock company or association,
or Insurance company, organized, authorized, or existing under the laws
of any foreign country, such net incomo shall bo ascertained by deducting
from the gross amount of Its Income received within the year from all
sources within tho United States—

First. All tho ordinary and necessary expenses actually paid within
tho year out of earnings In the maintenance and operation of Its =business
and property within the United States, Including rentals or other pay-
ments required to be mado as a condition to tho continued use or possession
of property to which tho corporation has not taken or Is not taking title,
or in which It has no equity;

Second. All losses actually sustained within the yoar In business or
trade conducted by It within the United States and not compensated by
insurance or otherwise. Including a reasonable allowance for tho exhaustion,
wear and tear of property arising out of Its uso or employment In tho
business or trade; and In tho caso (a) of oil and gas wolls a reasonable
allowance for actual roductlon In flow and production to bo ascertained
not by tho flush flow, but by the settled production or rogular flow; (b) in
the case of mines a reasonable allowance for depletion thoroof not to
exceed tho market value In tho mlno of tho product theroof which has boen
mined and sold during the year for which tho return and computation
are made, such reasonable allowance to be mado In the caso of both (a)
and (b) under rules and regulations to bo proscribed by tho Secretary of
the Treasury: Provided, That when the allowance authorized In (a) and (b)
shall equal the capital originally invested, or In case of purchase made
prior to March first, nineteen hundred and thirteen, the fair market
value as of that date, no further allowance shall be made; and (c) In tho
case of Insurance companies, tho net addition, if any, required by law to
be made within the year to reserve funds and tho sums othor than divi-
dends paid within the year on policy and annuity contracts: Provided, That
no deduction shall bo allowed for any amount paid out for now buildings,
permanent Improvements, or bettermonts, mado to Increase the value of
any property or estato, and no deduction shall be mado for any amount
of expense of restoring property or making good tho oxhaustlon thereof
for which an allowance Is or has boen mado: Provided further, That mutual
fire and mutual employers’ liability and mutual workmen’s compensation
and mutual casualty Insurance companies requiring their members to make
premium deposits to provido for losses and expenses shall not return as
Income any portion of the premium deposits returned to their policyholders,
but shall return as taxablo Income all Incomo recelvod by thorn from all
other sources plus such portions of the premium doposits as are retained
by the companies for purposes othor than the payment of losses and ex-
penses and reinsurance reserves: Provided further. That mutual marine
insurance companies shall Includo in their return of gross Incomo gross
premiums collected and received by them less amounts paid for reinsur-
ance, but shall bo entitled to includo in deductions from gross income
amounts ropald to pollcyholdors on account of premiums previously paid
by them, and Interest paid upon such amounts botween tho ascertainment
thereof and the paymont thereof, and life Insurance companies shall not
Includo as Incomo In any year such portion of any actual premium received
from any Individual policyholder as shall havo been paid back or credited
to such individual policyholder, or troated as an abatomont of premium
of such Individual policyholder, within such year;

Third. Tho amount of interest paid within tho year on its Indebtedness
to an amount of such indobtodness not In excess of tho proportion of tho
sum of (a) the entire amount of tho paid-up capital stock outstanding at
the closo of the year, or. If no capital stock, the entire amount of tho
capital employed In tho business at tho closo of tho year, and (b) ono-half
of its Interest-bearing Indebtedness then outstanding, which tho grass
amount of Its Incomo for the year from business transacted and capital
invested within tho United States boars to tho gross amount of its Income
derived from all sources within and without tho United States: Provided,
That In the caso of bonds or other Indebtedness which havo boon issued
with a guaranty that tho interest payablo thereon shall be freo from tax-
ation, no deduction for tho paymont of tho tax herein imposed or any other
tax paid pursuant to such guaranty shall be allowed: and In caso of a bank,
banking association, loan or trust company, or branch theroof, Interest
paid within tho year on doposits by or on monoys rocelvod for Investment
from either citizens or residents or the Unltod States and secured by Interest-
bearing certificates of Indobtodness issued by such bank, banking associa-
tion, loan or trust company, or branch theroof: is!

Fourth. Taxes paid within tho year Imposed by tho authority of tho
United States, or its Territories, or possessions, or under the authority
of any State, county, school district, or municipality, or othor taxing
subdivision of any Stato, paid within the United States, not Including
those assessed against local benefits;

(c) In the case of assessment Insurance companies, whother domestic
or foreign, the actual doposlt of sums with Stato or Territorial officers
pursuant to law, as additions to guarantee or reservo funds shall bo treated
as being payments required by law to reserve funds.

Corporations May Make Returns for Fiscal Year.

Sec. 13. (a) Tho tax shall be computed upon the not Income, as thus
ascertained, received within each preceding calendar year ending Decem-
ber thirty-first: Provided, That any corporation, joint-stock company or
association, or Insurance company, subject to this tax, may designate the
last day of any month In tho year as tho day of the closing of Its fiscal year
and shall be entitled to havo tho tax payablo by it computod upon tho
basis of tho net Incomo ascertained as herein provided for tho yoar ending
on tho day so designated in tho year preceding tho date of assessment
Instead of upon tho basis of tho not incomo for tho calendar year preceding
the dato of assessment; and It shall give notlco of tho day It has thus desig-
nated as tho closing of Its fiscal year to tho collector of tho district In which
Its principal business office is located at any time not less than thirty
days prior to tho first day of March of tho year In which Its return would
be filed If made upon tho basis of tho calendar year; ngj d j
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(b) Every corporation, joint-stock company or association, or Insurance
company, subject to tho tax herein Imposed, shall, on or before the first
day of March, nineteen hundred and seventeen, and tho first day of March
in each year thereafter, or. If It has designated a fiscal year for tho com-
putation of Its tax, then within sixty days after tho close of such fiscal
year ending prior to December thirty-first, nineteen hundred and sixteen,
and tho closo of each such fiscal year thereafter, render a true and accurato
return of Its annual net Income In tho manner and form to bo proscribed
by tho Commissioner of Internal Revenue, with the approval of tho Secro-
tary of the Treasury, and containing such facts, data, and Information
as are appropriate and In tho opinion of tho commissioner noccssary to
determine tho correctness of tho net Incomo returned and to carry out tho
provisions of tills title. Tho return shall bo sworn to by tho president,
vice-president, or other principal officer, and by tho treasurer or assistant
treasurer. Tho return shall bo made to tho collector of tho district In
which is located tho principal office of tho corporation, company, or asso-
ciation, where are kept its books of account and other data from which
tho return Is prepared, or In tho caso of a foroign corporation, company,
or association, to tho collector of tho district in which is located Its prin-
cipal place of business in tho United States, or If it have no principal
place of business, office, or agency In tho United States, thon to tho col-
lector of Internal revenue at Baltimore, Maryland. All such returns
shall as received be transmitted forthwith by tho collector to tho Com-
missioner of Internal Revenue;

(c) In cases wherein receivers, trustees In bankruptcy, or assignees are
operating the property or business of corporations, joint-stock companies,
or associations, orinsurance companies,subject to tax Imposed by this title,
such receivers, trustees, or assignees shall inakereturns of net Incomo as and
for such corporations, joint-stock companies or associations, and insur-
ance companies. In tho samo manner and form as such organizations aro
herclnbofore required to make returns, and any Incomo tax duo on the
basis of such returns mado by receivers, trustees, or assignees shall bo
assessed and collected In tho samo manner as If assessed directly against
tho organizations of whoso businesses or properties thoy havo custody and
control;

(d) A corporation, joint-stock company or association, or Insurance
company, keeping accounts upon any basis other than that of actual
receipts and disbursements, unless such other basis does not clearly reflect
its incomo, may, subject to regulations mado by tho Commissioner of
Internal Revenue, with tho approval of tho Secrotary of tho Treasury,
make Its return upon tho basis upon which its accounts aro kept, In which
caso the tax shall bo computed upon its incomo as so returned;

Provisions Applicable to Non-Resident Concerns.

Penalty for Refusal or Neglect to make Return.

(c) If any of tho corporations, joint-stock companies or associations,
or insurance companies aforesaid shall refuse or noglect to mako a return
at tho time or times hereinbefore specified in each year, or shall render a
falso or fraudulent return, such corporation, joint-stock company or associa-
tion, or insuranco company shall be liablo to a penalty of not exceeding
m510,000: Provided, That tho Commissioner of Internal Revenue shall havo
authority, in tho case of either corporations or individuals, to grant a
reasonable extension of time in meritorious cases, as he may deem proper;

(d) That section thirty-two hunderd and twenty-five of tho Revised
Statutes of the United States bo, and tho samo is hereby, amended so as to
read as follows:

“Soc. 3225. When a second assessment is mado in case of any list, state-
ment, or return, which in tho opinion of the collector or deputy collector
was falso or fraudulent, or contained any understatement or undervaluation,
no tax collected under such assessment shall bo recovered by any suit unless
it Is proved that tho said lust, statement, or return was not false nor fraudu-
lent and did not contain any understatement or undervaluation; but this
section shall not apply to statements or returns mado or to be mado in
good faith under tho laws of the United States regarding annual deprecia-
tion of oil or gas wells and mines.”

PART I'.—GENERAL ADMINISTRATIVE PROVISIONS.

Administrative Provisions Income Tax Late.

Sec. 15. That tho word “ Stato” or “United States" when used in this
title shall bo construed to include any Territory, the District of Columbia,
Porto Rico, and tho Philippine Islands, when such construction is necessary
to carry out its provisions.

Information May Not Be Divulged or Printed.

Soc. 16. That sections thirty-ono hundred and sixty-seven, thirty-one
hundred and seventy-two, thirty-ono hundred and seventy-three and thirty-
ono hundred and seventy-six of tho Rovisod Statutes of the United States
as amended aro hereby amended so as to read as follows:

“Soc. 3167. It shall bo unlawful for any collector, deputy collector,
agent, clerk, or othor officer or employeo of tho United States to divulge
or to make known in any manner whatever not provided by law to any
person tho operations, stylo of work, or apparatus of any manufacturer
or producer visited by him in the discharge of his official duties, or the
amount or source of income, profits, losses, expenditures, or any particular
thereof, set forth or disclosed in any incomo return, or to permit any income
return or copy thereof or any book containing any abstract or particulars
thereof to bo seen or examined by any person except as provided by law;
and it shall be unlawful for any person to print or publish in any manner

(0) All tho provisions of this title relating to tho tax authorized andvhatever not provided by law any incomo return or any part thereof or

required to bo deducted and withhold and paid to tho officer of tho United
States Government authorized to receive tho samo from tho Incomo of
nonresident alien Individuals from sources within tho United States shall
bo mado applicable to incomes dorlvod from Interest upon bonds and
mortgages or deeds of trust or similar obligations of domestic or other
resident corporations, joint-stock companies or associations, and Insurance
companies by non-resident alien firms, copartnerships, companies, cor-
porations, joint-stock companies or associations, and Insurance companies
not engaged In business or trade within tho United States and not having
any office or place of buslnoss therein;

(f) Likewise, all tho provisions of this title relating to tho tax authorized
and required to bo deducted and withheld and paid to tho officer of tho
United States Government authorized to rccolvo tho samo from tho Incomo
of nonresident alien Individuals from sources within tho Unltod Statos
shall bo mado applicable to Incomo dorlved from dividends upon tho
capital stock or from tho not earnings of domestic or other resident cor-
porations, joint-stock companies or associations, and Insurance com-
panies by nonrosldent alien companies, corporations, joint-stock com-
panies or associations, and Insuranco companies not engaged In business
or trade within tho United States and not having any office or placo of
business therein.

Date of Return and Penalties.

Soc. 14. (a) All assessments shall be made and tho several corporations,
joint-stock companies or associations, and insuranco companies shall bo
notified of tho amount for which thoy aro respectively liablo on or before
tho first day of June of each successive year, and said assessment shall bo
paid on or before tho fifteenth day of Juno: Provided, That overy corpora-
tion, joint-stock company or association, and insuranco company, com-
puting taxes upon tho Incomo of the fiscal year which It may designate in
tho manner hereinbefore provided, shall pay tho taxes duo under Its assess-
ment within one hundred and five days after tho dato upon which it is
required to file its list or return of incomo for assessment; except in cases
of refusal or neglect to make such return, and in cases of erroneous, falso,
or fraudulent returns, in which cases tho Commissioner of Internal Revenue
shall, upon tho discovery thereof, at any time within three yoars after
said return is due, mako a return upon information obtained as provided
for in this titlo or by existing law; and the assessment mado by tho Com-
missioner of Internal Rovonue thereon shall bo paid by such corporation,
joint-stock company or association, or Insurance company immediately
upon notification of tho amount of such assessment; and to any sum or
sums duo and unpaid after tho fiftoontli day of Juno In any yoar, or after
ono hundred and five days from tho date on which tho return of Income is
required to bo made by tho taxpayer, and after ton days' notice and demand
thereof by tho collector, there shall bo added tho sum of five per contum on
tho amount of tax unpaid and Intorest at the rate of ono per centum per
month upon said tax from tho time tho samo becomes due: Provided, That
upon the examination of any return of incomo mado pursuant to this titlo,
tho Act of August fifth, nineteen hundred and nine, entitled “An Act to
provido rovonuo, equalize duties, and encourage tho industries of tho
Unltod Statos, and for other purposes,” and tho Act of October third,
ninoteon hundred and thirteen, entitled “An Act to reduco tariff dutios and
to provide revenue for tho Government, and for other purposes,” if it shall
appear that amounts of tax have been paid in oxcoss of tlioso properly duo,
tho taxpayer shall bo permitted to present a claim for refund thoreof not-
withstanding the provisions of section thirty-two hundred and twonty-
olglit of tho Itovised Statutes;

Returns of Corporations to be Public Records only on order of President.

(b) When tho assessment shall bo made, as provided in this title, tho
returns, together with any corrections thereof which may havo boon mado
by tho commissioner, shall bo filed in tho office of tho Commissioner of
Internal Revenue and shall constitute public records and bo open to inspec-
tion as such: Provided, That any and all such returns shall bo open to
Inspection only upon tho order of tho President, under rules and regulations
to be proscribed by tho Socretary of tho Treasury and approved by tho
President: Provided further. That the proper officers of any Stato imposing
a general Income tax may, upon tho request of tho governor thereof, havo
access to said returns or to an abstract thereof, showing tho name and in-
como of each such corporation, joint-stock company or association, or
insuranco company, at such times and in such manner as tho Secretary of
tho Treasury may prescribe;

source of incomo, profits, losses, or expenditures appearing in any income
return; and any offense against the foregoing provision shall be a misde-
meanor and be punished by a fine not exceeding 51,000 or by imprisonment
not exceeding ono year, or both, at tho discretion of tho court; and if the
offender bo an officer or employee of tho United States he shall be dismissed
from office or discharged from employment.

Collectors May Compel Appearance.

“Soc. 3172. Every collector shall, from time to time, cause his deputies
to proceed through every part of his district and inquire after and concern-
ing all persons therein who aro liablo to pay any internal-revenue tax, and
all persons owning or having the caro and management of any objects liable
to pay any tax, and to mako a list of such persons and enumerate said ob-
jects.

“Sec. 3173. It shall bo tho duty of any person, partnership, firm, asso-
ciation. or corporation, mado liable to any duty, special tax, or other tax
imposed by law, when not otherwise provided for, (1) in caso of a special
tax, on or before the thirty-first day of July in each year, (2) in caso of in-
como tax on or before tho first day of March in each year, or on or before
tho last day of tho sixty-day period next following tho closing date of the
fiscal year for which it makes a return of its income, and (3) in other cases
before the day on which the taxes accrue, to mako a list or return, verified
by oath, to the collector or a deputy collector of the district where located,
of the articles or objects including the amount of annual income charged
with a duty or tax, the quantity of goods, wares, and merchandise, mado or
sold and charged with a tax, tho soveral rates and aggregate amount,
according to tho forms and regulations to be prescribed by tho Commissioner
of Internal Rovonue, with the approval of the Secretary of tho Treasury,
for which such person, partnership, firm, association, or corporation is
liable: Provided, That if any person liable to pay any duty or tax, or own-
ing, possessing, or having tho caro or management of property, goods,
wares, and merchandise, article or objects liable to pay any duty, tax, or
license, shall fail to make and exhibit a list or return required by law, but
shall consent to disclose the particulars of any and all tho property, goods,
wares, and merchandise, articles, and objects liablo to pay any duty or
tax, or any business or occupation liable to pay any tax as aforesaid, then,
and In that case, it shall be the duty of the collector or deputy collector to
make such list or return, which, being distinctly read, consented to, and
signed and verified by oath by tho person so owning, possessing, or having
tho caro and management as aforesaid, may bo received as the list of such
person: Provided further. That in caso no annual list or return has been
rendered by such person to tho collector or deputy collector as required by
law, and tho person shall bo absent from his or her residence or place of
business at tho time tho collector or a deputy collector shall call for the an-
nual list or return, it shall be the duty of such collector or deputy collector
to leave at such placo of residence or business, with some one of suitable
ago and discretion, if such be present, otherwise to deposit in the nearest
post office, a note or memorandum addressed to such person, requiring him
or her to render to such collector or deputy collector the list or return re-
quired by law within ton days from tho dato of such note or memorandum,
verified by oath. And if any person, on being notified or required as afore-
said, shall refuse or neglect to render such list or return within the time re-
quired as aforesaid, or whenever any person who is required to deliver a
monthly or other return of objects subject to tax fails to do so at the time
required, or delivers any return which, in the opinion of tho collector, is
erroneous, false, or fraudulent, or contains any undervaluation or under-
statement. or refuses to allow any regularly authorized Government officer
to oxamine tho books of such person, firm, or corporation, it shall be lawful
for tho collector to summon such person, or any other person having pos-
session, custody, or caro of books of account containing entries relating to
tho business of such person, or any other person ho may deem proper, to
appear before him and produce such books at a time and place named in
tho summons, and to givo testimony or answer interrogatories, under oath,
respecting any objects or income liable to tax or the returns thereof. The
collector may summon any person residing or found within the State or
Territory in which his district lies; and when tho person intended to be sum-
moned does not reside and cannot bo found within such State or Territory,
ho may enter any collection district where such person may bo found and
there mako the examination herein authorized. And to this end he may
there exercise all tho authority which ho might lawfully exercise in tho dis-
trict for which he was commissioned; Provided. That ‘person.’ as used in
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this section, shall bo construed to include any corporation, joint-stock com-
pany or association, or insurance company when such construction is neces-
sary to carry out its provisions.

Collector May Make Return Himself and Add Penally.

“Sec. 3176. If any person, corporation, company, or association fails
to make and file a roturn or list at the time prescribed by law, or makes,
willfully or otherwise, a false or fraudulent return or list, the collector or
doputy collector shall make the return or list from his own knowledge and
from such Information as ho can obtain through testimony or otherwise.
Any return or list so mado and subscribed by a collector or deputy collector
shall be prima facie good and sufficient for all legal purposes.

“If the failure to fllo a return or list Is duo to sicknoss or absenco the col-
lector may allow such further time, not exceeding thirty days, for making
and filing the roturn or list as he deems proper.

“The Commissioner of Internal Revenue shall assess all taxes, other than
stamp taxes, as to which returns or lists are so made by a collector or deputy
collector. In case of any failure to make and file a return or list within the
time prescribed by law or by the collector, the Commissioner of Internal
Uovenuo shall add to the tax fifty per centum of Its amount except that,
when a return Is voluntarily and without notico from tho collector filed
after such time and Itisshown that the failure to fllo It was due to a reasona-
ble cause and not to willful neglect, no such addition shall bo mado to tho
tax. In case a false or fraudulent return or list Is willfully mado, tho Com-
missioner of Internal Revenue shall add to tho tax one hundred per centum
of Its amount.

“The amount so added to any tax shall bo collected at the same time
and In tho same manner and as part of tho tax unless tho tax has been paid
before the discovery of tho neglect, falsity, or fraud. In which case tho
amount so added shall be collected In tho same manner as tho tax.”

Must Receipts.

Sec. 17. That It shall bo tho duty of every collector of Internal rovonuc,
to whom any payment of any taxes Is mado under tho provisions of this tltlo,
to give to tho person making such payment a full written or printed receipt,
expressing tho amount paid and the particular account for which such pay-
ment was made; and whonover such payment Is mado such collector shall,
If recpilred, give a separate receipt for each tax paid by any debtor, on ac-
count of payments mado to or to be mado by him to separate creditors In
such form that such debtor can conveniently produce tho samo separately
to Ills several creditors in satisfaction of their respective demands to tho
amounts specified In such receipts; and such receipts shall bo sufficient evl-
donco In favor of such debtor to justify him In withholding tho amount
therein expressed from his next payment to his creditor; but such creditor
may, upon giving to hisdobtor a full written receipt, acknowledging tho pay-
ment to him of whatover sum may bo actually paid, and accepting tho
amount of tax paid as aforesaid (specifying the samo) as a further satis-
faction of tho debt to that amount, require tho surrender to him of such
collector’s receipt.

Collectors and Others Furnish

Penalty for Fraudulent Returns.

Sec. 18. That if any individual liablo to mako tho return or pay tho tax
aforesaid shall refuse or neglect to make such return at the time or times
hereinbefore specified In each year, ho shall bo liable to a penalty of not lass
than $20 nor more than $1,000. Any Individual or any officer of any cor-
poration, joint-stock company or association, or insurance company re-
quired by law to make, render, sign, or verify any return who makes any
false or fraudulent return or statement with Intent to defeat or evado the
assessment recpilred by this tltlo to bo mado shall bo guilty of a mIlsdomeanor,
and shall be fined not exceeding $2,000 or bo imprisoned not exceeding ono
year, or both, in the discretion of tho court, with the costs of prosecution:
Provided, That where any tax heretofore duo and payablo has boon duly
paid by tho taxpayer, it shall not be recollected from any person oi corpora-
tion required to retain It at Its source, nor shall any penalty be Imposed or
collected in such cases from tho taxpayer, or such person or corporation
whose duty It was to retain It, for falluro to return or pay tho samo, unless
such falluro was fraudulent and for tho purposo of ovadlng payment.

Sec. 19. Tho collector or deputy collector shall requlro every return to be
verified by tho oath of the party rendering It. If tho collector or deputy
collector have reason to believe that tho amount of any Income returned is
understated, ho shall give due notico to tho person making tho roturn to
show cause why tho amount of tho return should not bo Increased, and upon
proof of tho amount understated may Increase tho samo accordingly.
Such person may furnish sworn testimony to provo any relevant facts, and.
If dissatisfied with tho decision of tho collector, may appeal to tho Commis-
sioner of Internal Revenue for his decision under such rules of procedure as
may bo prescribed by regulation.

Courts May Compel Attendance, Production of Books, Ac.

Sec. 20. That jurisdiction is horeby conferred upon tho district courts
of tho United States for tho district within which any person summoned un-
der this titlo to appear to testify or to produce books shall reside, to compel
such attendance, production of books, and testimony by appropriate process.

Commissioner of Internal Revenue to Publish Statistics.

Sec. 21. That tho preparation and publication of statistics reasonably
available with respect to tho operation of tho Incomo tax law and containing
classifications of taxpayers and of Incomo, tho amounts allowed as deduc-
tions and exemptions, and any other facts deemed pertinent .and valuable,
shall bo mado annually by tho Commissioner of Internal Rovenuo with tho
approval of tho Secretary of tho Treasury.

Previous Laws Repealed.

Sec. 22. That all administrative, special, and goneral provisions of law.
Including tho laws In relation to the assessment, remission, collection, and
refund of Internal-rovonue taxes not heretofore specifically repealed and not
inconsistent with the provisions of this tltlo, aro horeby extended and mado
applicable to all tho provisions of this tllto and to tho tax heroin imposed.

Sec. 23. That tho provisions of this tltlo shall extend to Porto Itlco and
tho Philippine Islands: Provided, That tho administration of tho law and
tho collection of tho taxes Imposed In Port Rico and tho Philippine Islands
shall bo by tho appropriate Internal-revenue officers of those governments,
and all revenues collected In Porto Rico and tho Philippine Islands there-
under shall accruo Intact to tho gonoral governments thoreof, respectively:
Provided, further. That tho jurisdiction In this title conferred upon tho district
courts of tho Unltod States shall, so far as the Phlllpplno Islands aro con-
cerned, bo vested in tho courts of tho first instanco of said islands: And
provided further, That nothing In this title shall bo held to exclude from tho
computation of tho net Incomo tho compensation paid any official by tho
governments of tho District of Columbia, Porto Rico, and tho Phlllppino
Islands, or tho political subdivisions thereof.

Sec. 24. That Section Il of tho Act approved October third, nlneteon
hundred and thirteen, entitled "An Act to roduco tariff duties and to
provldo revonuo for tho Government, and for otlior purposes,” Is horoby
repoaled, excopt as horeln otherwise provided, and oxcept that It shall remain
in forco for tho assossmont and collection of all taxes which have accrued
thereunder, and for tho Imposition and collection of all penalties or forfeitures

which have accrued or may accruo In relation to any of such taxes, and
except that tho unexpended balance of any appropriation horotoforo made
and now availablo for tho administration of such section or any provision
thereof shall bo availablo for tho administration ot this titlo or tho corres-
ponding provision thereof.

Sec. 25. That incomo on which has beon assossed tho tax Imposed by
Section Il of tho Act cntltlod “An Act to reduce tariff duties and to provldo
rovenuo for tho Government, and for othor purposes,” approved October
third, nineteen hundred and thirteen, shall not bo considered as incomo
within tho moaning of this titlo: Provided, That this section shall not con-
flict with that portion of section ton, of this tltlo, uudor which a taxpayor
has fixed its own fiscal year.

INHERITANCE TAX PROVISIONS OF- WAR REVENUE
ACT. m

A Federal inheritance tax is provided for in the war revenue
bill, this provision of the law being designated as tho Estate
Tax. The law calls for a tax on tho transfer of the net
estate of decedents dying after tho passage of tho Act of
1% of the amount of such net estates not in excess of .$50,000
2% where tho net estate exceeds $50,000 and not exceeding
$150,000; 3% over $150,000 to $250,000; 4% over $250,000;
to $450,000; 5% over $450,000 to $1,000,000; G% over
$1,000,000 to $2,000,000; 7% over $2,000,000 to $3,000,000;
8% over $3,000,000 to $4,000,000; 0% over $4,000,000 to
$5,000,000, and 10% of tho amount by which such estate
exceeds $5,000,000. Wo givo in full tho Estato Tax pro-
visions herowith:

TITLE Il.—ESTATE TAX
Estate lax— Meaning of Terms.

See. 200. That when used In this tltlo—

Tho term "person” includes partnerships, corporations, and associations;

Tho term “United States” means only tho States, tho Territories of
Alaska and Hawaii, and the District of Columbia;

Tho term “executor” means tho executor or administrator of tho do-
cedent, or, If there Is no executor or administrator, any person who takes
possession of any property of tho decedont and

Tho term "collector” means tho collector of Internal rovenue of tho dis-
trict in which was tho domicile of the decedent at tho time of his death, or.
If there was no such domicile In tho United States, then tho collector of tho
district In which Is situated tho part of tho gross estate of tho decedont In
tho United States, or. If such part of tho gross estato Is situated In more
than one district, then tho collector of Internal rovenuo at Baltimoro,
Maryland. .

Sec. 201. That a tax (hereinafter In this tltlo referrod to as tho tax),
equal to tho following percentages of tho valuo of tho net estato, to bo de-
termined as provided in section two hundred and three, Is horoby Imposed
upon tho transfer of tho net estato of every decedont (lying aftor tho passage
of this Act, whether a resident or non-resident of tho United States:

Ono per centum of tho amount of such net estato not In excess of $50,000

Two per centum of tho amount by which such not ostato exceeds $50,-
000 and does not exceed $150,000:

Threo per centum of tho amount by which such net estate exceeds 8150,-
000 and does not exceed $250,000; .

Four per centum of tho amount by which such net estate exceeds $250,-
000 and does not exceed $450,000;

Five per centum of tho amount by which such net estato oxcoeds $450,-
and does not exceed $1,000,000;

Six per centum of tho amount by which such net estato exceeds $1,000,-
000 and does not exceed $2,000,000;

Soven per contum of tho amount by which such net ostato oxceeds $2,-
000,000 and does not exceed $3,000,000;

Eight per contum of tho amount by which such net estato oxceods $3,-
000,000 and does not cxceod $4,000,000;

Nino per centum of tho amount by which such net estato exceeds $4,000,-
000 and does not exceed $5,000,000; and

Ten per centum of tho amount by which such not estato exceeds $5,0 0,-
000.

Value of Gross Estate— Ilow Determined.

Sec. 202. That tho valuo of tho gross ostato of tho decedent shall be
determined by Including tho value at tho time of his death of all property,
roal or personal, tangiblo or intangiblo, wherever situated:

(a) To tho oxtont of tho interest therein of tho decedont at the timo of
his death which after his doatli is subject to tho paymont of tho charges
against his astato and tho expenses of its administration and is subject
to distribution as part of his estato.

(b) To tho oxtent of any intorcst theroin of which tho decodent has at
any timo mado a transfer, or with respect to which ho has created a trust.
In contemplation of or intondod to take effect In possession or enjoyment
at or after his death, excopt in caso of a bona fklo salo for a fair considera-
tion in money or money’s worth. Any transfer of a material part of his
property in tho naturo of a final disposition or distribution thereof, mado
by tho decedent within two years prior to his death without such a considera-
tion. shall, unless shown to tho contrary, bo deemed to have been mado In
contemplation of doatli within tho meaning of this title; and

(c) To tho oxtent of tho interest therein hold jointly or as tenants in tho
entirety by tho decedent and any othor person, or deposited in banks or
other institutions in their joint names nad payablo to either or tho survivor,
oxcept such part thereof as may bo shown to liavo originally belonged to
such other person and never to havo belonged to tho decedent.

For tho purposo of this title stock In a domestic corporation owned and
held by a non-resident decedont shall bo doomed property within tho United
States, and any property of which tho decedent has mado a transfer or
with respect to which ho has created a trust, within tho meaning of sub-
division (b) of this section, shall bo deemed to bo situated in tho United
States, If so situated either at tho timo of tho transfer or tho creation of tho
trust, or at tho timo of tho decedent’'s death.

Value of Net Estate— Ilow Determined.

Sec. 203. That for tho purposo of tho tax tho valuo of tho not astato shall
bo determined—

(a) In tho caso of a rcsldont, by deducting from tho valuo of the gross
estate—
1) Such amounts for funeral expenses, administration expenses, claims

against tho estato, unpaid mortgages, losses Incurred during tho settlement
of tho estato arising from fires, storms, shipwreck, or other casualty, and
from theft, whon such losses aro not compensated for by Insurance or other-
wise, support during tho settlement of tho astato of thoso dependent upon
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tho decedent, and such other charges against the estate, as are allowed by
tho laws of tho jurisdiction, whether within or without tho United States,
under which tho estate is being adndnistered; and
Exemption of $50,000 Qualified as to Non-Residents.
(2) An exemption of $50,000;

(b) In tho caso of a non-rosidont, by deducting from tho value of tha

part of his gross ostato which at tho timo of his death is situated in the
United States that proportion of tho deductions specified in paragraph (1)
of subdivision (a) of tids soction which tho valuo of such part bears to tho
valuo of his entiro gross ostato, wherover situated. But no deductions
shall bo allowed in tho caso of a non-resident unless tho executor includes
in tho return required to bo filctl under section two hundred and five the
value at tho timo of his death of that part of tho gross estate of tho non-
rosidont not situated in tho United States.

Discount on Advance Payments— Interest on Deferred Payments.

Sec. 204. That tho tax shall bo due one year after tho decedent’s death.
If tho tax is paid beforo it isduo a discount at tho rato of five per centum per
annum, calculated from tho timo payment is mado to tho date when tho
tax is duo, shall bo deducted. If tho tax is not paid within ninety days
after it is duo interest at tho rato of ton per centum per annum from tho timo
of tho decedent’s doath shall bo added as part of tho tax, unless because of
claims against tho cstato, necessary litigation, or other unavoidable delay
tho collector finds that tho tax cannot bo determined, in which caso tho
interest shall bo at the rato of six per conturn per annum from tho time of tho
decedent's death until tho causo of such delay is removed , and thereafter
at tho rate of ton per centum per annum. Litigation to defeat tho payment
of tho tax shall not bo deemed necassary litigation.

Executor Must Give Written Notice to Collector.

Sec. 205. That the executor, within thirty days after qualifying as such,
or aftor coming into possession of any property of tho decedent, whichever
ovont first occurs, shall givo written notice thereof to tho collector. The
oxocutor shall also, at such times and in sucli manner as may bo required
by the regulations made undor this title, file with tho collector a return under
oath in duplicate, sotting forth (a) the valuo of tho gross estate of tho de-
cedent at tho timo of his doath, or, in caso of a non-resident, of that part
of his gross cstato situated in tho United States; (b) tho deductions allowed
under soction two hundred and throe; (c) tho value of tho net estate of tho
decedent as defined in section two hundred and three; and (d) tho tax paid
or payable thereon; or such part of such information as may at tho timo
bo ascertainablo and such supplemental data as may bo necessary to es-
tablish tho correct tax. Return shall bo mado in all casos of estates subject
to tho tax or where tho gross ostato at tho doath of tho decedent exceeds
$60,000, and in tho caso of tho ostato of ovory non-resident any part of whoso
gross cstato is situated in tho United States. If tho executor is unable to
make a comploto return as to any part of tho gross ostato of tho decedent,
ho shall includo in his roturn a description of such part and tho namo of every
person holding a legal or beneficial interest therein, and upon notico from
tho collector such person shall in Ilko manner mako a return as to such part
of tho gross cstato. Tho Commissioner of Internal Rovenuo shall mako
all assessments of tho tax under tho authority of existing administrative
special and general provisions of law relating to tho assessment and collec-
tion of taxes.

Commissioner of Internal Revenue to Assess Taxes if no Return Made.

Sec. 206. That if no administration is granted upon tho ostato of a
decedent, or if no roturn is filed as provided in section two hundred and
five, or if a roturn contains a false or incorrect statement of a material
fact, the collector or deputy collector shall mako a roturn and tho Com-
missioner of Internal llov.cnuo shall assess tho tax thereon.

Method of Payment— Penalty for Delay.

Sec. 207. That tho exocutor shall pay tho tax to tho collector or deputy
collector. If for any reason tho amount of tiro tax cannot bo determined,
tho payment of a sum of money sufficient, in tho opinion of tho collector,
to discharge tho tax shall bo deemed payment in full of tho tax, except
as in this section otherwise provided. If tho amount so paid exceeds tho
amount of tho tax as finally determined, tho Commissioner of Internal
Rovenuo shall refund such oxcass to tho oxecutor. If tllo amount of tho
tax as finally determined exceeds tho amount so paid tho commissioner
shall notify tho executor of tho amount of such excess. From tho timo
of such notification to tho timo of tho final payment of such excess part
of tho tax, interest shall bo added thereto at tho rato of ten per centum
per annum, and tho amount of such excoss shall bo a lion upon tho entiro
gross estate, oxcopt such part thereof as may have boon sold to a bona fido
purchaser for a fair consideration in monoy or money’s worth.

Collector's Receipt Sufficient for Executor.

Tho collector shall grant to tho person paying tho tax duplicate receipts,
cither of which shall bo sufficient evidonco of such payment, and shall
entitle tho oxocutor to bo credited and allowed tho amount thereof by any
court having jurisdiction to audit or settle his accounts.

Court Proceedings in Event of Nonpayment.
That if tho tax herein imposed is not paid within sixty days
after it is duo, tho collector shall, unless thcro is reasonable causo for
further delay, commenco appropriate proceedings in any court of tho
United States, in tho namo of tho United States, to subject tho property
of tho decedent to bo sold under tho judgment or docreo of tho court.
From tho proceeds of such salo tho amount of tho tax, together with tho
costs and expenses of overy description to bo allowed by tho court, shall
bo first paid, and tho balanco shall bo deposited according to tho order
of tho court, to bo paid under Its direction to the porson entitled thereto.

If tho tax or any part thereof is paid by, or collected out of that part
of tho cstato passing to or in tho possession of, any porson other than tho
oxecutor in his capacity as such, such person shall bo ontitlcd to reimburse-
ment out of any part of tho ostato still undistributed or by a Just and
cquitablo contribution by tho persons whose interest in tho estate of tho
decedent would have boon reduced if tho tax had been paid beforo the
distribution of tho cstato or whoso Interest is subject to equal or prior
liability for tho payment of taxes, debts, or other charges against tho
ostato, it being tho purpose and Intent of this title that so far as is prac-
ticable and unless otherwise directed by tho will of tho decedent tho tax
shall bo paid out of the ostato beforo Its distribution.

See. 208.

Taxes a Lien for Ten Years.

See. 209. That unless tho tax is sooner paid in full, it shall bo a lien
for ten years upon tho gross cstato of tho doccdont, except that such part
of tho gross cstato as is used for tho payment of charges against tho ostato
and expenses of its administration, allowed by any court having juris-
diction thereof, shall bo divested of such lien.

If tho docedent makes a transfer of, or creates a trust with respect to,
any property in contemplation of or intended to tako effect in possession
or onjoymont at or after his doath (except in tho caso of a bona fido salo
for a fair consideration in monoy or money's worth) and if tho tax in
respect thereto is not paid when due, tho transferee or trustco shall bo
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personally liable for such tax, and such property, to tho extent of the
decedent’s interest therein at tho timo of such transfer, shall be subject
to a liko lien equal to the amount of such tax. Any part of such property
sold by such transferee or trustee to a bona fido purchaser for a fair con-
sideration in monoy or money’s worth shall be divested of tho lien and a
{iko lien shall then attach to all tho property of such transferee or trustee,
except any part sold to a bona fido purchaser for a fair consideration in
monoy or money's worth.

Penally for False Return, or Noncompliance.

See. 210. That whoever knowingly makes any false statement in any
notico or roturn required to bo filed by this title shall bo liable to a penalty
of not exceeding $5,000, or imprisonment not exceeding ono year, or both,
in the discretion of the court.

U hoover fails to comply with any duty imposed upon him by section
two hundred and five, or, having in his possession or control any record,
filo, or paper, containing or supposed to contain any information concern-
ing the estate of tho decedent, fails to exhibit tho same upon request to tho
Commissioner of Internal Revenue or any collector or law officer of the
United States, or his duly authorized deputy or agent, who desires to
examine tho samo in tho performance of his duties under this title, shall
be liable to a penalty of not exceeding S500, to be recovered, with costs
of suit, in a civil action in the name of the United States.

Sec. 211. That all administrative, special, and general provisions of
law, including tho laws in relation to tho assessment and collection of
taxes, not heretofore specifically repealed are hereby mado to apply to
this titlo so far as applicable and not inconsistent with its provisions.

See. 212. That tho Commissioner of Internal Revenue, with tho ap-
proval of tho Secretary of the Treasury, shall mako such regulations, and
prescribe and requiro tho use of such books and forms, as he may deem
necessary to carry out the provisions of this titlo.

MUNITION MANUFACTURERS' TAX PROVISIONS IN
WAR REVENUE ACT.

Tho munitions tax, which is a featuro of the newly-enacted
War Revenue Law, provides for a tax of 12]°% upon the
net profits of manufacturers of munitions; the House bill,
in addition to its tax on manufacturers of gun powder and
other explosives, and on manufacturers of cartridges, pro-
jectiles, &c., also levied a graded tax on gross receipts of
over §25,000 from copper smelting, refining or alloying.
Tho copper tax was eliminated in conference. The provi-
sions governing the munitions tax stipulate that “no person
shall pay such tax upon net profits received during tho year
1916 derived from the sale and delivery of the articles enumer-
ated in this section under contracts executed and fully per-
formed by such person prior to Jan. 1 1916.” The term
“taxable year,” according to the law, means the twelve
months ending Dec. 31. The first taxable year shall be the
twelve months ending Dec. 31 1916. The following is the
text of the law regulating tho munitions manufacturer’s tax:

TITLE HHL.—MUNITION MANUFACTURER’S TAX

Sec. 300. That when used in this title—

Tho term “person” Includes partnerships, corporations, and associations;

Tho term “taxable year” means tho twlovo months ending Deconmber
thirty-first. The first taxable year shall be the twleve months ending
December thirty-first, nineteen hundred and sixteen; and

Tho term “United States” means only the States, the Territories of
Alaska and Hawaii, and tho District of Columbia.

Taxof 121% on N AdAts

(1) That every person manufacturing (a) gunpowder and
excepting blasting powder and dynamite used for in-
dustrial purposes: (b) cartridges, loaded and unloaded, caps or primers,
exclusive of those used for industrial purposes; (c) projectiles, shells, or
torpedoes of any kind, including shrapnel, loaded or unloaded, or fuses, or
complete rounds of ammunition; (d) firearms of any kind and appendages,
including small arms, cannon, machine guns, rifles, and bayonets; (e)
electric motor boats, submarine or submerslblo vessels or boats; or (f) any
part of any of tho articles mentioned In (b), (c), (d), or (e); shall pay for
each taxable year, In addition to the Income tax Imposed by Titlo I, an
excise tax of twelve and one-half per centum upon tho entire net profits
actually received or accrued for said year from tho salo or disposition of such
articles manufactured within the United States: Provided, however. That
no person shall pay such tax upon net profits received during the year
nineteen hundred and sixteen derived from tho salo and delivery of tho
articles enumerated In this section under contracts executed and fully
performed by such person prior to January first, nineteen hundred and

seen Tax o Gae O Year AftEr Tvar.

Sec. 301.
other explosives,

(2) Tills section shall cease to be of effect at tho end of ono year after

tho termination of tho present European war, which shall be evidenced by
tlio proclamation of the President of tho United States declaring such war

to have ended. Of rg[\H

Sec. 302. That in computing net profits under the provisions of this
title, for the purpose of the tax there shall be allowed as deductions from
tho gross amount received or accrued for tho taxable year from the sale
or disposition of such articles manufactured within the United States, tho
following items:

(@) The cost of raw materials entering Into the manufacture;

(b) Running expenses, including rentals, cost of repairs and maintenance,
heat, power, insurance, management, salaries, and wages;

(c) Interest paid within the taxable year on debts or loans contracted
to meet tho needs of tho business, and tho proceeds of which havo been
actually used to meet such needs; H

(d) Taxes of all kinds paid during the taxable year with respect to the
business or property relating to the manufacture;

(e) Losses actually sustained within the taxable year in connection with
tho business of manufacturing such articles, including losses from fire, flood,
storm, or other casualty, and not compensated for by insurance or other-
wise; and

(f) A reasonable allowance according to tho conditions peculiar to each
concern, for amortization of tho values of buildings and machinery, account
being taken of the exceptional depreciation of special plants.
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Sale of Product at Less Than Fair Market Price Invites Tax on Gross Amount.

Sec. 303. If any person manufactures any article specified In section
threo hundred and one, and, during any taxablo year or part thereof,
whether under any agreement, arrangement, or understanding, or otherwise,
sells or disposes of any such article at less than tho fair market price ob-
tainable therefor, elthor (a) In such manner as directly or Indirectly to
benefit such person or any porson directly or indirectly Interested In tho
business of such porson, or (b) with intent to cause such benefit, tho gross
amount received or accrued for such year or part thereof from tho sale or
disposition of such article shall be takon to be the amount which would
have been received or accrued from tho sale or disposition of such article If
sold at tho fair market price.

Returns Due March 1.

Sec. 304. On or beforo tho first day of March, nineteen hundred and
seventeen, and tho first day of March in each year thereafter, a true and ac-
curate return under oath shall bo made by each porson manufacturing
articles specified in section threo hundred and one, to tho collector of
Internal revenue for tho district In which such person has his principal offlco
or placo of buslneee, Insuch form as tho Commissioner of Internal Rovonue,
with tho approval of tho Secretary of tho Treasury, shall proscribe, setting
forth specifically tho gross amount of Incomo received or accrued from the
sale or disposition of the articles specified In section throe hundred and
ono, and from tho total thoreof deducting tho aggregate items of allowance
authorized In section threo hundred and two, and such other particulars
as to the gross receipts and Items of allowance, as tho Commissioner of
Internal Revenue, with tho approval of tho Secretary of tho Treasury, may
require.

Taxes—4Vhen Due.

Sec. 305. All such returns shall bo transmitted forthwith by tho collector
to the Commissioner of Internal Revenue, who shall, as soon as practicable,
assess tho tax found due and notify tho person making such return of tho
amount of tax for which such person is liable, and such person shall pay
tho tax to tho collector on or beforo thirty days from tho date of such
notice.

Conditions under which Commissioner may Assess Taxes.

Sec. 306. If the Secretary of tho Treasury or the Commissioner of
Internal Rovenuo shall have reason to be dissatisfied with tho return as
made, or if no return is made, tho commissioner is authorized to make
an investigation and to determine the amount of not profits and may
assess tho proper tax accordingly. He shall notify tho porson making,
or who should havo made, such return and shall proceed to collect tho
tax in the samo manner as provided in this title, unless tho person so noti-
fied shall filo a written request for a hearing with tho commissioner within
thirty days aftor tho date of such notice; and on such hearing tho burden
of establishing to tho satisfaction of tho commissioner that tho grossamount
received or accrued or the amount of net profits, as determined by tho
commissioner, is incorrect, shall dovolvo upon such porson.

Taxes to be Assessed Against Acting Agent.

Sec. 307. Tho tax may be assessed on any person for tho time being
owning or carrying on tho business, or on any porson acting as agent for
that person in carrying on tho business or where a business has ceasjd
on tho person who owned or carried on the business, or acted as agont in

carrying on tho business immediately before tho time at which tho business
ceased.
Commissioner May Examine Books and Records.

Sec. 308. For tho purpose ot carrying out tho provisions of this titlo
tho Commissioner of Internal Rovenuo is authorized, personally or by his
agent, to examine tho books, accounts, and records of any person subject
to this tax

Information not to be Divulged.

Sec. 309. No person employed by the United States shall communicato,
or allow to bo communicated to any porson not legally entitled thereto,
any information obtained under the provisions of this titlo, or allow any
such person to inspect or havo access to any return furnished under the
provisions of tills title.

Penalty For Failure to Comply With Law.

Sec. 310. Whoover violates any of tho provisions of this titlo or the
regulations mado thereundor, or who knowingly makes false statements
in any return, or refuses to give such information as may bo called for, is
guilty of a misdemeanor, and upon conviction shall, in addition to paying
any tax to which ho is liable, bo fined not more than 310,000, or imprisoned
not exceeding one year, or both, in tho discretion of tho court.

Sec. 311. All administrative, special, and general provisions of law,
rolating to tho assessment and collection of taxes not specifically repealed
aro horoby mado to apply to this titlo so far as applicable and not incon-
sistent with its provisions.

Sec. 312. Tho Commissioner of Internal Rovenuo, with tho approval
of tho Secretary of tho Troasury, shall mako all necossary regulations for
carrying out tho provisions of this titlo, and may require any person subject
to such provisions to furnish him with further information whenever in
his judgment the samo is necessary to collect tho tax provided for herein.

SPECIAL TAX PROVISIONS OP TIIE WAR REVENUE
BILL— REPEAL OF STAMP TAXES.

Important among tho special tax provisions of tho War
Rovenuo Act is tho new liconso tax of 50 cents “for each
$1,000 of the fair value” of tho capital of corporations,
joint-stock companies or associations. In estimating tho
valuo of the capital, it is required that tho surplus and un-
divided profits be included. It is provided that for tho pur-
pose of the tax an exemption of $99,000 shall bo allowed.

Tho specific tax of $100 imposed upon bankers for each $1,000
of capital (including surplus and undivided profits) isno longer
called for. Tho tax was carried in tho Emergency Rovenuo
Act of Oct. 22 1914. The $30 tax on brokers, also imposed
under tho Emergency Rovonue Law, is continued in tho
now law, as is also the $50 tax on pawnbrokers, $20 tax on
ship brokers, $10 on custom house brokors; it also retains
tho tax on theatres, circuses and other exhibitions, bowling
alleys and billiard rooms. It materially changes tho tax on
tobacco and cigarette manufacturers on and after Jan. 1
next.

The stamp taxes on stock certificates, bonds, notes, pro-
tests, agreements, conveyances, proxies, insurance policies

and other instruments, as well as on porfumorios, cosmetics,
&c., which were called for under tho Emergency Revenue
Law of 1914, are no longer required, tho provisions with re-
gard thereto having been repealed by tho new measure.
Below aro tho provisions of tho new law relating to special
taxes.
SPECIAL TAXES.
Special Excise Tax on Corporations.

Sec. 407. That on and after January first, nineteen hundred and seven-
teen, special taxes shall bo, and hereby are, imposed annually, as follows,
that is to say;

Every corporation, joint-stock company or association, now or hereafter
organized in the United States for profit and having a capital stock repre-
sented by shares, and every insurance company, now or horoafter organized
under tho laws ot tho United States, or any State or Territory of tho United
States, shall pay annually a special exciso tax with respect to tho carrying
on or doing business by such corporation, joint-stock company or asso-
ciation, or insurance company, equivalent to 50 cents for each 31,000 of
tho fair valuo of its capital stock and in estimating tho valuo of capital
stock tho surplus and undivided profits shall bo included: Provided, That
in tho caso of insurance companies such deposits and reserve funds as they
aro required by law or contract to maintain or hold for tho protection of
or payment to or apportionment among policyholders shall not bo included.
Tho amount of such annual tax shall in all cases bo computed on tho basis
of tho fair average value of tho capital stock for tho preceding year: Pro-
vided, That for tho purpose of this tax an exemption of $99,000 shall bo
allowed from tho capital stock as defined in this paragraph of oacli cor-
poration, joint-stock company or association, or insurance company:
Provided further. That a corporation, joint-stock company or association,
or insurance company, actually paying tho tax imposed by section three
hundred and one of Title Ill of this Act [this is tho munition manufac-
turer’'s tax— Ed.] shall be entitled to a credit as against tho tax imposed
by this paragraph equal to tho amount of tho tax so actually paid: And
provided further. That this tax shall not bo imposed upon any corporation,
joint-stock company or association, or insurance company not engaged
in business during the preceding taxablo year, or which is exempt under
tho provisions of section eleven, Title I, of this Act. [This is the Incomo
Tax.—Ed.]

Every corporation, joint-stock company or association, or insuranco
company, now or hereafter organized for profit under tho laws of any
foreign country and engaged in business in tho United States, shall pay
annually a special exciso tax with respect to tho carrying on or doing
business in the United States by such corporation, joint-stock company
or association, or insuranco company, equivalent to 50 cents for each
31,000 of tho capital actually invested in tho transaction of its business in
tho United States: Provided, That in tho caso of insurance companies such
deposits or reservo funds as they aro required by law or contract to main-
tain or hold in tho United States for tho protection of or payment to or
apportionment among policyholders shall not bo included. The amount
of such annual tax shall in all cases bo computed on tho basis of the averago
amount of capital so invested during the preceding year: Provided, That
for tho purpose of this tax an exemption from tho amount of capital so
invested shall bo allowed equal to such proportion of $99,000 as tho amount
so invested bears to tho total amount invested in tho transaction of busi-
ness in tho United States or elsewhere: Provided further. That this exemption
shall bo allowed only if such corporation, joint-stock company or asso-
ciation, or insuranco company makes return to tho Commissioner of Internal
Rovenuo, under regulations prescribed by him, with tho approval of tho
Secretary of tho Treasury, of tho amount of capital invested in the transac-
tion of business outside tho United States: And provided further, That a
corporation, joint-stock company or association, or insuranco company,
actually paying tho tax imposed by section threo hundred and ono of
Title 111 of this Act [tho munition manufacturer's tax— Ed.] shall bo
entitled to a credit as against tho tax imposed by this paragraph equal to
tho amount of tho tax so actually paid: And provided further. That tlds
tax shall not be imposed upon any corporation, joint-stock company or
association, or insuranco company not engaged in business during tho
preceding taxablo year, or which is exempt under tho provisions of section
cloven, Titlo I, of this Act.

Other Special Taxes.

Second. Brokers shall pay $30. Every person, firm, or company,
whoso business it is to negotiate purchases or sales of stocks, bonds, ex-
change, bullion, coined money, bank notes, promissory notes or other
securities, for others, shall bo regarded as a broker.

Third. Pawnbrokers shall pay $50. Every person, firm, or company
whoso business or occupation it is to take or receivo, by way of pledge,
pawn, or exchange, any goods, wares, or merchandise, or any kind of
porsonal property whatever, as security for tho repayment of money loaned
thereon, shall bo deemed a pawnbroker.

Fourth. Ship brokers shall pay $20. Every person, firm or company
whoso business it is as a broker to negotiate freights and other business
for tho owners of vessels, or for tho shippers or consignors or consignees
of freight carried by vessels, shall bo regarded as a ship broker under this
section.

Fifth. Customhouse brokers shall pay $10. Every person, firm, or
company whoso occupation it is, as tho agont of others, to arrange entries
and other customhouse papers, or transact business at any port of entry
relating to tho importation or exportation of goods, wares, or merchandise,
shall be regarded as a customhouse broker.

Sixth. Proprietors of theaters, museums, and concert hails, whero a
chargo for admission is made, having a seating capacity of not moro than
two hundred and fifty, shall pay $25; having a seating capacity of moro
than two hundred and fifty and not exceeding five hundred, shall pay $50;
having a seating capacity exceeding five hundred and not exceeding eight
hundred, shall pay $75; having a seating capacity of moro than eight
hundred, shall pay 3100. Every edifico used for tho purposo of dramatic
or operatic or other representations, plays, or performances, for admission
to which entranco money is recoived, not including halls or armories rented
or used occasionally for concerts or theatrical representations, shall bo
regarded as a theater: Provided, That in cities, towns, or villages of five
thousand inhabitants or less tho amount of such payment shall be one-
half of that abovo stated: Provided further, That whonovor any such edifico
is under ieaso at the passage of tins Act, tho tax shall bo paid by tho lesseo,
unless otherwiso stipulated botwcon the parties to said lease.

Seventh. Tho proprietor or proprietors of circuses shall pay $100.
Every building, space, tent, or area whero feats of horsemanship or acro-
batic sports or theatrical performances not otherwiso provided for in this
section aro exhibited shall bo regarded as a circus: Provided, That no special
tax paid in ono State, Territory, or tho District of Columbia shall exempt
exhibitions from the tax in another State, territory, or the District of
Columbia, and but ono special tax shall lie Imposed for exhibitions within
any ono State, Territory, or District.
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Eighth. Proprietors or agents of all other public exhibitions or shows
for money not enumerated in this section shall pay .$10: Provided, That
a special tax paid in one State, Territory, or the District of Columbia
shall not exempt exhibitions from the tax in another Stato, Ty i'rm or
the District of Columbia, and but ono specia tax shall bo @J‘ for
exhibitions within any one Stato, Territory or the District of Columbia
Provided further, That this paragraph shall not apply to Chautauquas
lecturo lyceums, agricultural or industrial fairs, or exhibitions held under
the auspices of religious or charitable associations: Provided further That
an aggregation of entertainments, known as a street fair, shall not'pay a
larger tax than $100 In any State, Territory, or in the District of Columbia *

Ninth. Proprietors of bowling alleys and billiard rooms shall pay $5
for each alloy or table. Every building or place whero bowls aro thrown
or whore games of billiards or pool aro played, excepting private homes
shall bo regarded as a bowling alley or a billiard room, respectively

[Wo omit the provisions dealing with the taxes on tobacco ciirir and
cigarette manufacturers.]

Sec. 400. That all administrative or special provisions of law, including
the law relating to tho assessment of taxes, so far as applicable, are hereby
extended to and made a part of this title, and every person, firm, company
corporation, or association IJablo to any tax Imposed by tills title shall
keep such records and render, under oath, such statements and returns
and shall comply with such regulations as tho Commissioner of Internal
Kovenuo, with tho approval of tho Secretary of tho Treasury, may from
time to time prescribe.

Old Law Repealed.

Sec. 410. That tho Act approved October twenty-second, nineteen
hundred and fourteen, entitled "An Act to increase tho internal revenue
and for other purposes,” and tho joint resolution approved December
seventeenth, ninoteen hundred and flfteon, entitled "Joint resolution
extending the provisions of tho Act entitled ‘An Act to Increaso the internal
revenue, and for other purposes,’ approved October twenty-second nine-
teen hundred and fourteen, to December thirty-first, nineteen hundred
and sixteen.” are hereby repealed, except sections three and four of such
Act as so extended, which sections shall remain in force till January first
nineteen hundred and seventeen, and except that tho provisions of tho said
Act shall remain in forco for tho assessment and collection of all special
taxes Imposed by sections threo and four thereof, or by such sections as
extended by said joint resolution, for any year or part thereof ending prior
to January first, nineteen hundred and seventeen, and of all other taxes
imposed by such Act, or by such Act as so oxtendod, accrued prior to tho
taking effect of this title, and for the imposition and collection of all penalties
or forfeitures which have accrued or may accruo in relation to anyofsuch
taxes.

Sec. 411. That tho Commissioner of Internal Revenuo, subject to regula-
tion prescribed by tho Secretary of tho Treasury, may mako allowance for
or rodoom stamps, issued, under authority of tho Act approved October
twenty-second, nineteen hundred and fourteen, entitled “An Act to Increaso
tho Internal rovenue, and for other purposes,” and tho joint resolution
approved Decombor seventeenth, nineteen hundred and fifteen, entitled
“Joint resolution extending tho provisions of tho Act entitled ‘An Act to
Increaso tho internal rovenuo. and for other purposes,” approved October
twenty-second, nineteen hundred and fourteen, to December thirty-first
nineteen hundred and sixteen,” to denoto tho payment of internal revenue
tax, and which have not boon used, If presented within two years after tho
purohaso of such stamps.

Sec 412 That tho provisions of this title shall take effect on tho day
following tho passago of this Act, except whero otherwise In this title
provided.

Internal Revenue Officials to Have Thirty Days Leave of Absence.
Sec. 413. That all internal revenuo agents and inspectors bo granted
leave of absence with pay, which shall not bo cumulative, not to exceed
thirty days In any calendar year, under such regulations as tho Commissioner
of Internal Kovenuo, with tho approval of tho Secretary of tho Treasury
may proscribe.

DYESTUFFS AND PRINTING PAPER PROVISIONS OF
REVENUE ACT.

As another featuro of the General Rovenuo measuro
it contains provisions for tho imposition of duties on dyestuffs
so as to foster homo production of tho samo, and makes
changos in the tariff law regarding printing paper. In'tho
following wo givo thoso parts of tho Act:

TITLE V—-DUTIES ON DYESTUFFS.

Sec. 500. That on and after tho day following tho passage of this Act
oxcept as othcrwlso specially provided for in this title, there shall bo levied
collected, and paid upon tho articlos named in this section when imnorted
from any foreign country into tho United States or Into any of its possessions
oxcept tho Philippine Islands and tho Islands or Guam and Tutulla tho
rates of dutios which aro proscribed in this title, namely:

Free List.

Group |I. Aconaptheno, anthracene having a purity of loss than twenty-
fivo por centum, benzol, carbazol having a purity of less than twenty-five
por centum, cresol, cumol, fiuorono, motacrosol having a purity of less than
nlnoty per centum, methyianthracono, mothylnapthaleno, naphthaleno
having a solidifying point less than sovcnty-nlno degrees centigrado ortho-
crosol having a purity of less than nlnoty per centum, paracresol having
a Purity of less than nlnoty por centum, pyrldin, quinolin, toluol, xylol,
crude co ter, pitch of coal tar. dead or creosote oil. anthracene o*L al
other distillates which on being subjected to distillation yield In the nortlon
distilling below two hundred degrees centigrade a quantRyoftarf £ £ * £
than five per centum of tho original distillate, and all other products tSt
aro found naturally in coal tar, whethor produced or obtained from coal tar
or other source, and not otherwise specially provided for In this title shall
bo exempt from duty. !

Duitable List.

Group Il. Amldonaphthol, anddophenol, amldosallcylic acid
oil, anllin salts, anthracene having a purity of twenty-fivo por centum or
moro, antliraqulnono, benzoic acid, bonzaldohydo, bonzylchlorido bon-
zidIn, biInltrobonzol, binltrochlorobenzol, binltronaphthalono, binltrotoluol
carbazol having a purity of twenty-flvo per centum or moro, chloronhthalle
acid, cumldin, dimethylanllln, dianisldin, dioxynaphthaleno, diplicnyla-
ImIn, metacrcsol having a purity of nlnoty por contuni or more methvl-
naphthaleno having a solidifying point
of sovonty-nlno degrees centigrado or above, naphthylamIn nanhthol
naphthylonedlamlIn, nitrobcnzol, nitrotoluol, nitronaphthalono, nitranilln
nitrophenylonodlamin, nltrotoluylcnedlamlin, orthocrosol having a purity
of nlnoty per centum or moro, paracresol having a purity of ninety nor
phenol, phthallc acid, phthallc anhydrildo, phcnylcne-

anllin

anthraquinono, motantllc acid,

centum or moro,

phenylnaphthylamlin, resorcin, salicylic acid, sulphanilic acid,
to uldIin tolidIn, toluylenediamlIn. xylldin, or any suiphoacid or sulpho-
acld salt of any of tho foregoing, all similar products obtained, derived
or manufactured in whole or In part from tho products provided for in
Group I, and all distillates which on being subjected to distillation yield
in the portion distilling below two hundred degrees centigrade a quantity
of tar acids equal tc or moro than five per centum of tho original distillate,
a | the foregoing not colors, dyes, or stains, photographic chemicals,
medicinals, flavors, or explosives, and not otherwise provided for in this
title, and provided for in tho paragraph of tho Act of October third
nineteen hundred and thirteen, which aro hereinafter specifically repealed
by section five hundred and two, fifteen per centum ad valorem

Group Ill. All colors, dyes, or stains, whether soluble or not in water,
color acids, color bases, color lakos, photographic chemicals, medicinals,
flavors, synthetic phenolic rosin, or explosives, not otherwise specially
provided for In this title, when obtained, derived, or manufactured In
whole or in part from any of the products provided for in Group | and 11,
natural alizarin and indigo, and colors, dyes, or color lakes obtained’
derived, or manufactured therefrom, thirty per centum ad valorem.
Additional Duties.

That on and after tho day following tho passago of this Act ,

diamiIn,

Sec. 501.
in addition to tho dutios provided in section five hundred, there shall bo

levied, collected, and paid upon all articles contained in Group Il a special
duty of 2'A cents per pound, and upon all articles contained in Group Il
(except natural and synthetic alizarin, and dyes obtained from alizarin
anthracene, and carbazol; natural and synthetic indigo and all indlgoids,’
whether or not obtained from Indigo; and medicinals and flavors) a special
duty of 5 cents per pound.

Annual Reduction of Additional Duties.

During tho period of five years beginning flvo years after tho passage
of this Act, such special duties shall bo annually reduced by twenty per
centum of tho rate Imposed by this section, so that at tho end of such
period such special duties shall no longer be assessed, levied, or collected;
but if, at tho expiration of five years from tho dato of tho passage of this
Act, tho President finds that there is not being manufactured or produced
within tho United States as much as sixty per centum in value of the
domestic consumption of tho articles mentioned in Groups Il and Il1l of
section five hundred, ho shall by proclamation so declare, whereupon the
special dutios imposed by this section on such articles shall no longer be
assessed, levied, or collected.

Sec. 502. That paragraphs twenty, twenty-ono, twenty-two and
wenty-threo and the words “salicylic acid” in paragraph one of Schedule A
f section ono of an Act entitled “An Act to reduco tariff duties and to
prov do revenue for tho Government, and for other purposes,” approved
October third, nineteen hundred and thirteen, and paragiaphs three hun-

dred and ninety-four, four hundred and fifty-two and flvo hundred and
fourteen, and tho words “carbolic” and “ phthallc,” in paragraph three
hundred and eighty-seven of tho “free list” of section ono of said Act.
and so much of said Act or any existing law or parts of law as may be
Inconsistent with this title aro hereby repealed.

TITLE VI.— DUTIES ON PRINTING PAPER.

Sec. 600. That paragraph threo hundred and twenty-two. Schedule M,
and paragraph five hundred and sixty-seven of tho free list of tho Act
entitled "An Act to reduce tariff duties and to provido revenue for the
Government, and for other purposes.” approved October third, mnteeen
hundred and thirteen, be amended so that the samo shall read as follows:

322. Printing paper (other than paper commercially known as hand-
mado or machine handmade paper, japan paper, and imitation japan paper
by whatever name known), unsized, sized, or glued, suitable for the print-
ing of books and newspapers, but not for covers or bindings, not specially
provided for in this section, valued above 5 cents per pound, twelve per
centum ad valorem: Provided, however, That if any country, dependency
province, or other subdivision of government shall impose any export duty,’
export licenso fee, or other charge of any kind whatsoever (whether in the
form of additional charge or license fee or otherwise) upon printing paper,
w