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1. Whenever American International Corporation
exercises its right of control supervision, according to
contracts with the Chinese Government, it will consult
beforehand with Nippon Kogyo Ginko, and will act
with full agreement of the two parties.

2. American International Corporation will use
its best influence to make Siems Carey Railway and
Canal Company to purchase Japanese materials, and
to give subcontracts to Japanese contractors, recom-

mended by Nippon Kogyo Ginko, whenever such
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arrangements are calculated profitable for the construc-
tion work.

3. When the Japanese Government deem it advis-
able to recommend the Japanese as an engineer and
an auditor, and the Chinese Government consent to
such proposals, American International Corporation
agree to take necessary steps to recommend and ap-
point them as the Assistant Engineer and Assistant
Auditor, who will rank second to American Chief-

Engineer and American Chief-Auditor.
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AGREEMENT
between the
AMERICAN INTERNATIONAL
CORPORATION
and the
INDUSTRIAL BANK OF JAPAN
for Cooperation, with the Approval of the Chinesc
Government, in Undertaking the Improvement of the
Sections of the Grand Canal in the Provinces of
Shantung and Kiangsu in the Republic of China.
WHEREAS, the American International Corpora-
tion, through its representatives in China, on April
10th, 1916,
Province of Shantung, a contract for the issue of $
3,000,000. (7%) bonds, the proceeds

from the sale of which were to be utilized for the

concluded with the Government of the

seven per cent.

improvement of the section of the Grand Canal in the

ARTICLE I.
will jointly with the Industrial Bank of Japan negotiate

The American International Corporation

with the Chinese Government for a single contract
providing for the improvement of the sections of
the Grand Canal in the Provinces of Shantung and
Kiangsu, or if the Chinese Government prefers, the
American International Corporation will alone conduct
negotiations for the contract contemplated, stipulating
in such contract that financial interests other than the
with the

consent of the Chinese Government, be admitted to a

American International Corporation may,

participation in the issue of bonds thereunder, it being
understood that the Industrial Bank of Japan shall,
with the approval of the Chinese Government, be so
admitted, in which case the American International
Corporation through its representatives will keep the
Industrial Bank of Japan advised as to the terms of
the contract under discussion.

ARTICLE II.
tion, jointly with the Industrial Bank of Japan or alone
as the case may be, shall propose to the Chinese

The American International Corpora-

Government as a basis for negotiations, a contract
which shall follow the general lines of the contract for
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Province of Shantung, and
WHEREAS, the American International Corpora-
tion, through its representatives in China, on May
13th, 1916, concluded with the Central Government of
China a contract for the issue of $ 3,000,000.
per cent. (7%) bonds, the proceeds from the sale of

seven

which were to be utilized for the improvement of the
section of the Grand Canal in the Province of Kiangsu,
and

WHEREAS, it is now proposed that, if the Chi-
nese Government in principle approves such coopera-
tion, the American International Corporation and the
Industrial Bank of Japan shall associate themselves
together, as hereinafter provided, in the carrying out
of this work of Canal Improvement, and through the
negotiation of a single contract providing for the
improvement of the sections of the Grand Canal in
the Provinces of Shantung and Kiangsu, and the
issuing of bonds to furnish the funds for such improve-
ment to cover the projects and contracts above de-
scribed and to supersede such contracts,

I'T IS NOW AGREED, by and between the par-
ties hereto, as follows:

the improvement of the Kiangsu section of the Grand
Canal, and the American International Corporation
and the Industrial Bank of Japan agree, as between
themselves, that the draft contract (copy of such sug-
gested draft being appended hereto) set forth the
general principles upon which they are willing jointly to
undertake to issue the bonds contemplated thereunder,
it being understood by and between the American
International Corporation and the Industrial Bank of
Japan that:
A. Of the total contemplated issue of U.S. gold
dollars  $6,000,000. (or approximately gold yen
12,000,000), the American International Corpora-
tion shall purchase and arrange for the issue of
U. S. gold dollars $ 3,500,000. and the Industrial
Bank of Japan shall purchase and arrange for the
issue of U. S. gold dollars $2,500,000. (or approxi-
mately gold yen 5,000,000.)
B. Bonds are to be issued simultaneously in
Tokyo and New York, the American International
Corporation and the Industrial Bank of Japan to
agree as to the issue price of the bonds in their
respective markets.

=
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C. The American International Corporation and
the Industrial Bank of Japan are to issue, or to
arrange for the issuc of, bonds of the Chinese
Government in their own markets, without re-
sponsibility to each other.

D. All profits to be derived from and all expenses
incurred in connection with, the issue of bonds
in New York and Tokyo respectively, are to be
received and paid by the American International
Corporation and/or its associates, and the Industrial
Bank of Japan and/or its associates, independently
and without responsibility to each other.

E. The American International Corporation (or
its associates through whom the issue on the New
York market may he made) is to endeavor to
arrange that the entire issue of U.S. gold dollars

$ 6,000,000. (or approximately gold yen 12,000,000.)
shall be listed on the New York Stock Exchange,
and the Industrial Bank of Japan, and/or its
associates, to endeavor to arrange that the entire
issue of U. S. gold dollars $6,000,000. (or approxi-
mately gold yen 12,000,000.) shall be listed on the
Tokyo Stock Exchange.

ARTICLE III.
(a) The American International Corporation
and the Industrial Bank of Japan agree, as
between themselves, that the loan shall be for
a par value of U.S. gold dollars §$ 6,000,000.
(or approximately gold yen 12,000,000).
(b) An American chief engineer shall have
charge of the improvement work and an Amer-
ican chief auditor shall have charge of all
receipts and disbursements contemplated there-
under.
(c¢) The Railway & Canal

Company shall be designated as contractors

Siems-Carey

to undertake the improvement work, and shall

have entire charge of the personnel of the

contracting and construction staffs.
ARTICLE IV. By virtue of its issue of bonds under
the loan agreement to be concluded, whether such
loan agreement be negotiated jointly by the American
International Corporation and the Industrial Bank of
Japan or by the American International Corporation
alone, participation thereunder of the Industrial Bank
of Japan being subsequently arranged, the American
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G. The American International Corporation is to
endeavour to arrange that the Chinese Government
shall for this transaction make a fixed rate of
exchange as between U. S. gold dollars and gold
yen on the basis of two gold yen to one United
States Gold Dollar.

shall join in such endeavour if the contract is

The Industrial Bank of Japan

negotiated jointly.

H. Loan proceeds are to be deposited in New
York and Tokyo in proportion to the amounts
issued in the United States and Japan respectively,
and are to be transferred to China in proportionate
amounts to meet expenditures for improvement
work. Tunds so transferred to China are to be
held in China by the International Banking Cor-
poration and a Japanese bank to be designated,
until such funds are withdrawn for the purpose
contemplated and in the manner provided by the
contract.

1. Principal and interest of the bonds are to be
payable at the offices of the National City Bank
in New York or of the Industrial Bank of Japan

in Tokyo, in dollars and yen respectively.

International Corporation will cooperate with the
Industrial Bank of Japan in all matters arising under
the contract.

In order that Japanese industry may have an
opportunity to profit in proportion to the amount of
capital subscribed by Japanese investors in the bonds
to be issued for the improvement of the Grand Canal,
Japanese material shall at equal prices, quality and
delivery be given equal preference with American
materials and wheresoever in the judgment of the
Siems-Carey Railway & Canal Company the interests
of the Chinese Government may best be served and
the progress of the work be facilitated, sub-contracts
shall be awarded to Japanese sub-contractors to be
recommended by the Industrial Bank of Japan.

If and when the action shall be agreeable to the
Chinese Government and the Industrial Bank of Japan
requests that such action shall be taken, the American
International Corporation agrees to take all necessary
steps possible to recommend and secure the appoint-
ment of a Japanese Assistant Engineer and a Japanese
Assistant Auditor who will respectively rank second
to the American Chief Engineer and the American

I1EIH
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Chief Auditor.
ARTICLE V.
that the Siems-Carey Railway & Canal Company shall

The Industrial Bank of Japan agrees

receive for their services as contractors for the Canal
Improvement, the ten per cent of the total cost of
such canal improvement work provided for under the
original agreements referred to in the preamble hereof.

Moreover, since the Industrial Bank of Japan is to
share, with the American International Corporation,
those financial obligations imposed by the canal con-
tracts, it is hereby agreed that the Industrial Bank of
Japan shall participate in the benefits derived from
the construction profits or the contracts, and that to
carry out this participation the Industrial Bank of
Japan shall receive a sum equal to five-twelfths of the
total amount of the canal construction profit dividends
declared and payable to the Corporation by the con-
struction company, such amounts to be paid when and
as the canal construction profits are distributed, and
such payments to constitute the sole participation due
or to be claimed by the Industrial Bank of Japan in
such benefits.

It is further understood and agreed by and between

poration in conducting the negotiations for the two
contracts referred to in the preamble of this agree-
ment, in the negotiations for the single contract for
a loan for the improvement of the Grand Canal, in
arranging for the participation of the Industrial Bank
of Japan in the new contract now contemplated, and
in perfecting all arrangements for the issue of the
bonds, including the drafting, framing, printing, et
cetera, of the bonds wherever and whenever such
arrangements are of use to both the American Interna-
tional Corporation and the Industrial Bank of Japan,

IN WITNESS WHEREOF, the undersigned, being
duly authorized by the American International Cor-
poration and the Industrial Bank of Japan respectively,
hereunto affix our hands and seals, this ninth day of
March 1917.
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the parties hereto that this contract does not give and
shall not be construed to give to the Industrial Bank
of Japan, any right, title or interest whatsoever in the
stock of the Siems-Carey Railway & Canal Company,
which is now owned or which may be hereafter a-
cquired by the American International Corporation,
and that this contract does not give and shall not be
construed to give to the Industrial Bank of Japan,
any rights or interests whatsoever or any voice in
the control, management, or disposition of such stock
so owned or acquired, or in the affairs of the Com-

pany itself.
ARTICLE VI

of the contract between the American International

When, subsequent to the conclusion

Corporation and the Chinese Government for the

improvement of the Grand Canal hereinabove referred
to, the American International Corporation shall ar-
range with the Industrial Bank of Japan for the issue
in Tokyo of a portion of the bonds contemplated for
the improvement of the Grand Canal, the Industrial
Bank of Japan shall reimburse the American Interna-
tional Corporation in the proportion of 7 to 5 for all
expenses incurred by the American International Cor-
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ENDORSEMENT

It is mutually agreed between the American In-
ternational Corporation and the Industrial Bank of
Japan that the attached copy of contract between the
Government of the Republic of China and the American
International Corporation is in conformity to the agree-
ment entered into between said Corporation and said

Bank at New York “for cooperation, with the approval

The Chinese Government, for the improvement of
the Grand Canal in Shantung and Chihli provinces,
to make a public loan for said purpose, and to provide
for financing further improvement if necessary finds
the following necessary to be enacted by the Parlia-
ment of the Republic of China through its responsible
and authorized organs and to be sanctioned by the
President of the Republic of China before this agree-
ment becomes effective :

WHEREAS, the Chinese Government considers
the Grand Canal work in Shantung and Chihli prov-
inces as a part of National Conservancy Work, to wit,
the improvement of that part of the Canal commencing
at Pang Chia-Kou and Lan-Huang Pa in the North
and ending at Wei Shan Hu and Tai-erh-Chuang in
the South, such extensions as may be required, work
in connection with the valleys of the Wen and Ssu
Rivers, the Po River and marshes and other tributaries
of the main Canal, and the improvement of the lands
thus reclaimed; and on the date that this agreement
becomes effective the agreement cxecuted between the
Province of Shantung and the American International
Corporation dated April 19, 1916 is to be cancelled ;

B RS o & R FEMSENMLRES R & BN |
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of the Chinese Government, in undertaking the im-
provement of the sections of the Grand Canal in the
Provinces of Shantung and Kiangsu in the Republic
of China” as amended by cables and by talks with
Mr. Y. Ono.

Signed and sealed at Peking, China, this day
of May, 1917.
AMERICAN INTERNATIONAL
CORPORATION,
By its duly authorized Representative,
INDUSTRIAL BANK OF JAPAN,
By its duly authorized Vice-President,
WITNESSES :

2
&

THE CHINESE GOVERNMENT
GRAND CANAL IMPROVEMENT
SEVEN PERCENT (7%) GOLD
LOAN OF 1917.

AND WHEREAS, an extension of the work is
now provided for which shall extend the North section
of the Grand Canal from Tao-chen-pu on the Yellow
River to Tin-tsin via Linching and Tehchow, and
improve such extensions and tributaries of the main
Canal as may be required ;

THEREFORE the National Conservancy Bureau
is hereby authorized and empowered to enter into the
following agreement with the American International
Corporation and all officers mentioned therein are
authorized and empowered to perform the several acts
therein stipulated to be done by them;

ARTICLE L.
1. For the exclusive purpose of financing PURPOSE
the improvement work in Shantung and
Chihli provinces above mentioned, the Gov- AGENT
ernment authorizes the Corporation as its
agent to issue a gold loan of six Million LOAN
Dollars United States Gold Currency (G $
6,000,000) on the terms and conditions here-
inafter set forth. This loan shall be called
the CHINESE GOVERNMENT GRAND NAME
CANAL IMPROVEMENT SEVEN PER-

[IE=
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CENT (7%) GOLD LOAN OF 1917.

OBLIGA- 2 This loan and all advances made here-

TION
under shall constitute a direct liability and
obligation of the Government, which hereby
pledges its good faith and credit for the
punctual payment of the principal and in-
terest of the loan and for the performance

herein

of all undertakings on its part

assumed.
BONDS 3. The denomination, working, design, and
designation of the currencies of the bonds
shall be determined by the Corporation,
in connection

and all expenses incurred

COST OF  therewith shall be borne by the Corporation,
but the cost of engraving and printing the
bonds shall be borne by the Government,
SIGNATURE which shall furnish a facsimile of the signa-
ture of the Minister of Finance and seal of
the Ministry of Finance to be engraved on
SQUNTER. .the bonds. The Chinese Minister in Wash-
ington shall, previous to the issue of the
bonds, also furnish a facsimile of his signa-
ture and official seal to be engraved on the

sions, flotation charges, shall be borne by

the Corporation.
ADVANCE 6§, Immediately upon this loan agreement
becoming effective, the Corporation will set
aside an advancement to the Government to
provide for the preliminary expense of the
work pending the bond issue herein referred
to.

TIME OF

HME 7. The Corporation in consultation with the

duly authorized representative of the Govern-
ment shall decide what is the most favorable
moment for the issue of bonds and the duly
authorized representative of the Government
will give the necessary instructions to the
Chinese Minister in Washington. If at such
time so determined the issue of such bonds
on the terms named herein or agreed upon
would be impossible, then in such case the

Government and the Corporation shall agree

Temporary

foporary upon a mutually satisfactory plan of tem-

porary financing under an agreement to be
negotiated at the time.
If, however, subsequent to any agree-

B okl o & 2 FEEE SRR N R R
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bonds to signify that said bonds are the
binding obligation of the Government.

4. The aggregate amount of the first issue ISSUE
of the bonds shall be for Six Million Dollars
United States Gold Currency (G $ 6,000,000), PRICE
at Ninety Percent (90%), and shall be made

en bloc or in series. Nothing herein contained

shall prevent the Corporation purchasing all ACENT

or any part of said bonds itself. Should the Eaase

funds of this loan not be sufficient for the

work the American International Corpora-

tion will be applied to for a further issue

of bonds on terms to be agreed upon. The

time of issue and amount of any and all TLTURE
bond issues hereunder, and provisions for
advances and temporary financing, shall be
determined by the Corporation in consulta-

tion with the Government.

5. All expenses in connection with said Six ISSUE

EXPENSES
Million Dollars (G $ 6,000,000) bonds taken

by the Corporation hereunder, or for such
portion of future issues as may be taken by

the Corporation, such as bankers’ commis-

ment having been reached for the Corpora-

tion to issue bonds hereunder and before

the publication of the prospectus for such

issue or for any series thereof, any political HMWNS
or financial crisis should arise affecting the

money markets or the price of Chinese
Government securities so as to render impos-

sible in the opinion of the Corporation the
successful issue of the bonds at the time

agreed upon, then the Corporation upon
consultation with the Government respecting

the period of time shall be granted a reason- Extension
able extension for the performance of its
contract. If, within the time limit to be
arranged, the issue of Chinese bonds on the

should be

impossible as aforesaid, then the Govern-

conditions hereinbefore stated

ment and the Corporation shall agree on a

mutually satisfactory plan for temporary Temporary

financing
financing to provide, as far as possible, for

the uninterrupted continuance of construc-

tion.

8. Under circumstances,

14
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should the bond issue or temporary financ-
ing or advancing be impracticable, and/or in
case the Corporation has made previous

advances andfor bond issues and then is

CONCLU-

SN unable to make further advances, after one

(1) year this loan may be declared concluded

Wmvwvsﬂobﬁ . \.‘
Repayment - and the Government will repay the advances,

a . . .
advances — if any, andfor bond issues, if any, together

with the legitimate interest within three
(3) months, after which the contract shall
become null and void.

Hm.___«wwmwwmmmn 9. All details of the prospectus for the
present issue and any other issues, and of
loan service, not provided for specifically
herein shall be arranged by the Corporation
in consultation with the Chinese Minister
at Washington.

ARTICLE II.

INTEREST 1. The rate of interest for the present issue

Rate shall be Seven Percent (7%) per annum

Commences computed from the dates of the bonds,

Periods which dates shall be the dates of issue. It

shall be paid semi-annually in the manner

meet six (6) months estimated expenditure
in advance, which sum shall be determined
by the Chief Engineer in consultation with
the Contractors and submitted to the Di-
rector-General for approval, and shall be
maintained by subsequent monthly transfers
so that so far as possible there will always
be six (6) months estimated expenditure in
China on deposit with the International

Banking Corporation.

WORKING

A, 3. Working funds transferred to the works

shall be deposited in and operated through
some responsible bank in China designated
by the Government.
EXCHANGE 4. The cost of all transfers of all funds of
whatsoever nature to, from, and in China
shall be borne by the

Adjustment included in the rate of exchange to be settled

Payer Government and

either on the date of transfer or prior thereto

as mutually agreed upon between the Gov-

ernment and the International Banking

Corporation.

DISBURSE- ; 3
LRI 5. The Government shall at all times dur

B ol & FEETH MRS 1K RE
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hereinafter provided. Unused funds on fixed Qn unused
deposit in China with the International
Banking Corporation shall bear interest at
current rates, and the unused balance depos-
ited in America shall bear interest at the
rate of Two Percent (2% ) per annum.

2. After the appointment of a Director-Gen- PROCEEDS
eral for this work the Corporation will place
said advancement, and after issue or issues
of bonds the proceeds thereof, to the credit
of the GRAND CANAL CONSERVANCY Gonservancy

ACCOUNT, to be transferred to China in

time Transfer

necessary instalments from time to Tran

through and to be held on deposit in China
with the International Banking Corporation

pending their transfer to the works. When, Fixed,
eposit in
after the appointment of the Director-Gen- China

eral and the Chief Engineer, it shall be pos-
sible to proceed with improvement work,
there shall be transferred to the International
Banking Corporation at Tientsin or Shanghai
and put to the credit of the Grand Canal

Conservancy Account a sum sufficient to

ing construction keep the Contractors in
funds to meet expenses under this contract ;
and the Contractors shall,
Seven (7) days before the end of each

month, furnish the Director-General with a Dir-Gen.

not less than

lump-sum requisition showing the amounts Requisitions
required to be expended for all purposes of
the contract work during the then ensuing
month. Such requisitions shall be paid by Sentrue
the Auditor to the Contractors minus any
balances then in the hands of the Contractors
not then expended, after they have been
approved by the Chief Engineer and signed

by the Director-General to signify his ap- Rir Gen.

C. Eng.
proval. Thereupon the Contractors shall *PP7°"¢
expend the same only in accordance with Expense

wooo_udgm

to plan

the plan prepared and agreed upon as sti-
pulated is Article VI. Funds for the general
expense of the Head Works Bureau here-

inafter referred to shall be held by the {ustady of

Accounting Department of the Head Works 2% funds

Bureau. A budget of the general expense General
QNM@SM@
for each ensuing month shall be agreed "¢

TR
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upon by the Auditor and Contractor and
disbursed by the Auditor upon requisitions

approved and signed by the Director-Gen-

eral.

Accounts 6, The Canal Head Works Bureau and
Canal Conservancy Bureau and the Con-
tractors shall at all times keep proper and
correct books in English, showing all transac-
tions of income and expenditure in detail

Access to and by items, and both parties shall always

have access to and the right to inspect such
accounts.
ARTICLE IIL

TERM & 1. The term of this present issue shall be

AMORTI-
SATION twenty (20) years. This issue shall be re-

Redemption deemed Fifteen (15) equal, annual instalment,

dating from the expiry of the fourth year
Drawings  of the issue, by drawings which shall be
held in New York at the National City Bank

of New York, which is hereby appointed

TRUSTEE

Trustee for the bondholders, in conformity
Table with the Amortisation Table annexed hereto.

The serial numbers of bonds drawn shall

so by paying an addition of one and one-
half percent (13%) on the par value of the
bonds not then redeemed. But in such and
Notice every case of such extra redemption the
Government shall give Six (6) months pre-
vious notice in writing to the Trustee, and
such extra redemption shall be effected by
additional drawings, as provided for in the

The redeemed

bonds and interest coupons, if any, will be

m%wmw%:ouw«o%mﬁ:mmmom.ﬁrmﬂoma.
received and cancelled by the Trustee when
they shall be presented for payment at the
place designated by the Trustee.

w%%&om 4. A Loan Service Account shall be establi-
ACCOUNT  hed and maintained in the International
Banking Corporation Peking, during the life
of the loan subject to the order of the
Auditor. In this account shall be deposited
Special from the Special Revenue Account herein-
Account . fier referred to Fifteen (15) days before
Payments  each due date, amounts in silver sufficient to

meet the interest and amortisation payments
in gold dollars in New York, or in gold of

B mrugs o &4 X R i 0 IR K R ik
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be published in Four (4) daily news papers
at the cost of the Corporation. All interest
and amortisation payments shall be made in
gold, by the National City Bank, and at Place of
payments
such places as may be designated by it in

Bonds presented for Cancella-
tion of

h bonds

such public notice.
payment must be surrendered together wit

Interest on Interest

their proper coupons if any. Conses

drawn bonds ceases on the day of drawing.

2. For reimbursement in connection with

the payments of interest and repayments of

principal of the loans the National City

Bank of New York shall receive a commis- mwacwwwmwou
sion of one-quarter of one percent (1% from

the Government on the annual loan service,

such commission to be paid half-yearly Payable
simultaneously with the interest payments

and repayments of principal in accordance

with the Amortisation Table hereto annexed.

3. If after Five (5) years from the respec- WMMM_M&ES:
tive dates of these loans the Government

should desire to redeem the whole or any

portion thereof no then redeemed it may do PREMIUM

the national currency of such other places
as may be designated by the Trustee, which
shall be transferred to place of payment
through the International Banking Corpora- WMMMMM@

tion. If the funds of the Special Revenue

Account should be insufficient, the deficiency Stamp
will be made up by funds transferred from
the Stamp Duties, or in defect thereof from
other sources. Said Loan Service Account Minimum
shall at all times be sufficient in amount for
Six (6) months’ use.
ARTICLE 1V
1. This loan and all advances and tem- SECURITY
porary financing are hereby secured by—
(a) The lands to be reclaimed by the work $ovt.
done hereunder owned by the Govern-
ment, which the Government declares
to be approximately Three Hundred ovt-
Thousand (300,000) mow; and all Proceeds
revenues derived or to be derived by
the Government from Government
lands affected by the work; also all

proceeds from the sale, lease, andfor

i
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taxation of all reclaimed and/or im-
proved lands, as well as any special
taxes which may be levied by the
Government on lands benefitted by

this work.

pffected (b) All taxes derived or to be derived

revenues from all other lands affected by this

improvement, which the Government
estimates to be an approximate area
of IFive Hundred Thousand (500,000)
mow.

Area The Government hereby certifies that the
estimated area of the above-named districts
amounts approximately to Eight Hundred
Thousand (800,000) mow, and the area is

Mw%%& to be confirmed by a map made alter an
actual survey and furnished the Corporation.

Gamal ~ (c¢) All tolls and taxes derived or to be

derived from the use of the section
of the Grand Canal improved under
this contract, during the life of this

Property ~omb '

e (d) All property purchased or constructed
of the Auditor to meet payments due for
interest and amortisation. After providing

Surplus for said Loan Service Account, any surplus

left from said receipts shall be used, first
Maintenance for the maintenance of the Canal, which
shall be maintained in good condition, and

second, to be placed at the disposal of the

Release Government.

Deficit i

v 4. Should the revenue herein pledged be
int . . 1

foaarenanceinsufficient to meet the amounts required

assured.

for interest, amortisation, loan service, ex-
change, maintenance of the Canal, or any
other obligation of this contract, the Govern-
ment hereby agrees to make up the defici-
ency from other sources, and among them
specially allocates for this purpose a suffi-
cient portion of the Stamp Duties levied by
virtue of an Act promulgated on October
21, 1912, called the “Yin Hua Shui” as a
reserve fund which is free from all encum-
brance excepting a pledge of Five Hundred
Thousand Dollars (Py $500,000) local cur-
rency which is set aside as a reserve fund

B mREE SR TR R 2 B
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with loan funds.
2. The foregoing property and revenues
are not now pledged for any other loan or WAR &
financial obligation ; and so long as this loan
or any part thereof shall remain unredeemed,
it shall have priority both as regards prin- Priority
cipal and interest over all future loans and
obligations charged thereon and said security
shall not be impaired or injured by taxes,

likin, imposts, royalties, or in any other

manner.

. Sore in e ; ; COLLEC-
3. All receipts in connection with the TONE
.. . 1 .
securities above mentioned shall be handled MENT OF
REVENUES

by the Head Works Bureau during construc-

tion and by the Conservancy Bureau herein-

after mentioned, during the remainder of

the life of the loan, and shall be transferred

by the Bank of China, if practicable, to and By J1d. Wks.
be deposited in a SPECIAL REVENUE 2" B
ACCOUNT in the International Banking
Corporation, Peking Shanghai and/or Tien-

23 H P ice Special
tsin, pending transfer to the l.oan Service ppecial

. A
Account as above mentioned on the order 2°°°URt

secondary to the Deeds Tax for a domestic

loan ; and during the life of this loan noth-

ing shall be done with respect to the Stamp

Duties which will in any way impair the

value or safety of the reserve fund hereby
provided.

ARTICLE V.

1. The Siems-Carey Railway & Canal Co., SQNTRA:
is hereby recommended and accepted as the
Contractor for the work of improvement of

the Grand Canal provided for under this
contract. It shall have charge and control

of everything in connection with the engi- Mlans
approved by

. . Dir.-Gen.
neering and construction work, shall perform o oe%; &

the same efficiently, economically and speedily
according to plans made by the Chief Engineer
and approved by the Director-General who
shall send them to the Contractors for their
shall make all

purchases, carefully storing, protecting, and

approval and execution;

issuing for use all purchases during con- Purchases
struction ; and shall receive as their sole

remuneration a sum equal to Ten percent Commission

11211
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(10%) of the total amount expended for all
w:mom.ww__w purposes including head-office expenses, as
profits, which sum shall be paid to the
Contractors in monthly payments at the end
Requisitions of egch month’s work, requisitions therefor

approved by

RiriGen. & being based on accounts approved by the
Auditor and submitted to the Director-
General for his approval and signature.

PROXEC- 2. The Government will provide sufficient
protection for the work and all properties
of the Contractors and/or Corporation as
well as for Chinese and foreigners employed
thereon.

MATERL 3. In the purchase of materials preference
shall be given to Chinese materials when
price and quality are at least equal; other-
wise American materials and machines may
be used when the price does not exceed the
price of the same quality in other foreign
markets.

IMPORTS 4. All necessary imports for the purpose
of this improvement shall be exempt from
duties, taxes, and imposts.

wamwamn:m (2) An Engineering Department in charge

American of an American Chief Engineer

during and until completion of con-
struction, and afterwards during the

Chinese life of any and all bonds, in charge

of a Chinese Engineer.

mﬂ%ﬁﬁmwﬂ Both engineers shall be appointed, removed,
andfor replaced by the Director-General

Corporation ypon consultation with andfor upon the

Chief
Engineer
Inspector

Plans

Dir.- Gen.

recommendation of the Corporation, and
shall always be persons nominated by the
Corporation and whose professional reputa-
tion and experience are first-class.

During construction said American
Chief Engineer shall be the Inspector and
Consulting Engineer of the Government for
this work. He shall, with the approval of
the Contractors, make all plans of improve-
If the
work planned appears not feasible or the
cost not reasonable to the Contractors, the
Director-General will cause the plans to be

revised to make them feasible and the cost

RIS o 3 R FE T OIS 1 B R B |

ment and drainage contemplated.

MR
5. The work on the Shantung section shall TIME
be completed within Thirty (30) months
from the date of payment of the first esti-
mate to the Contractors, unless delayed by
some unforeseen occurrence.
ARTICLE VL.

1. The Director-General is hereby appoin- DIRECTOR

GENERAL
ted by the Government and acts as its
representative respecting the work to be
done hereunder. He shall, upon the Com-
mencement of this work, establish at Tsi-

ning-hsien and maintain there or at such

other place as may be convenient, a bureau Head Works
. . C
known during construction as the Head Baegae Y

Works
life of the loan as the Canal Conservancy
Bureau there shall be Three
(3) responsible departments, viz:—

3 . Trs ith G 1
(1) A General Affairs Department with Sepera

Dept.

Bureau and afterwards during the

Bureau. In this

an officer in charge appointed by the

This
shall take charge of all work in con-

Director-General. department

nection with Miscellaneous affairs.

reasonable as aforesaid. The work must be
performed to the satisfaction of the Chief Performance

of work
Engineer, and he shall have power to refuse

his approval to lump-sum requisitions until {hief Eng.

& Dir.-Gen.
he is satisfied that the work is or will be foouime
performed according to the plans above

specified. The Director-General’s approval
and signature must be obtained by the Chief
Engineer of all lump-sum requisitions of the
Contractors. The Director-General or his
representative shall have full powers of
inspection of work at any time. Upon com-
pletion of the Canal improvement work, the
Chinese Chief Engineer will supervise the
maintenance of the Canal, which shall be Mainte
maintained in good condition.

(3) An Accounts Department in charge _memcim
1 i 1 American
of an American Auditor, appointed, A exics

removed, and/or replaced by the Di-

rector-General upon consultation with

andfor upon the recommendation of

the Corporation, and who shall always Dir.- Gen.
employs

during the life of the loan be an American
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Collections

Transfers

Payments

Dir. -Gen.

Advertise-
ment

Duplicates

Expenses
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el
American nominated by the Corpora-
tion.
This Auditor shall have charge of all re-
ceipts and disbursements in connection with
the fulfillment of this agreement and shall
supervise the collection of the revenues
pledged excepting the Stamp Duties during
the life of the loan. He shall attend to the
transfers of funds to, from, and in China.
He shall make all withdrawals of loan funds ;
but only upon requisitions bearing the pro-
per signatures herein provided for. He shall,
as herein stated, handle the payment of the
interest and amortisation charges, the pay-
ment of maintenance and operating costs,
and turn over the balance of the revenue
above the amount required to be kept in the
Loan Service Account to the Government.
2. Should the American Auditor have sug-
gestions to make regarding the revenues he
may lay them before the Director-General
who shall, if they are practicable, put them

into execution.

¢

by this loan being lost, stolen, or destroyed,
the Corporation may notify the Chinese
Minister at Washington who shall authorize
the Corporation to insert an advertisement
in Four (4) newspapers stating that the
payment of such bond or bonds has been
stopped, and to take such other steps as
may appear advisable or necessary according
to the laws and customs of the country
concerned. Should any bond or bonds be
destroyed, or should such lost or stolen bond
or bonds not be recovered after a lapse of
time fixed by the Corporation, the Chinese
Washington shall
duplicate bond or duplicate bonds for a like

Minister at execute a
amount and deliver the same to the Cor-
poration, representing the owner or owners

of such lost, stolen or destroyed bond or
bonds,

expenses in connection with such delivery

which Corporation shall pay all

and execution of such duplicate bond or
bonds for the account of the owner or
owners of such bond or bonds.

Bl
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3. No Subordinate officer shall be appointed
in any of said departments until after the
approval of the Director-General has been
secured.
4. Should the Government desire to engage ADVISORS
advisors relating to the reclaiming of land,
managing reclaimed land, and developing
the communication facilities of the Grand
Canal, it will request the Corporation to
recommend suitable persons for approval
and appointment.
5. The salaries of the Chief Engineer and SALARIES
Auditor shall be arranged between the Di-
rector-General and the Corporation.

ARTICLE VII.
1. If there should be a breach

agreement, then all the revenues pledged as

of this BREACH

security shall, upon request of the Corpora-
tion, be transferred to and administered by
the Corporation or the Maritime Customs Maritime
in the interest of the bondholders.
ARTICLE VIIL

1SS Lost
1. In the event of any bond or bonds issued Lost

2. All bonds, coupons, and payments made EXEMP-

. . . . .. FROM
and received in connection with the service Taxes

of this loan shall be exempt from all Chinese
taxes and imposts during the currency of
this loan.
ARTICLE IX.
1. Of the Six Million Dollars(G $ 6,000,000) PLACES
of bonds to be issued, Three Million Five
Hundred Thousand Dollars (G $ 3,500,000)
shall be issued in America and Two Million
Five Hundred Thousand (G $2,500,000)
thereof may be issued elsewhere. Any por-
tion or series thereof and any increase
thereof shall be issued in the same propor-
tion.
2. The Corporation may, with the approval £SSIGN-
of the

delegate any part of its rights and powers

Chinese Government, transfer or
hereunder, provided that the control of the
Engineering Department, Accounts Depart-
ment, and Contracting control shall not be
transferred or delegated to any foreign na-
tionals other than American.
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In the event that in the future money
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KIANGSU ]
OPTION ‘

is to be borrowed to improve the section
of the Grand Canal from Tai-Chuang to
Chinkiang in Kiangsu province, application
therefor will be first made to the American
International Corporation.
ARTICLE XI.
COPIES 1. This agreement shall be executed in
quadruplicate in the Chinese and English
languages, each text being a correct transla-

English text tjon of the other.

prevails In the event of any

dispute arising at any time respecting the
construction or meaning of this agreement,
the English text shall prevail.

2. One copy of both Chinese and English
texts of this agreement shall be delivered to
and held by each of the following: —

(1)
2>
(3)
(4)

FILING OF
COPIES

The National Conservancy Bureau,
The Ministry of Foreign Affairs,
The American Legation, Peking,
The Corporation.

ARTICLE XII.

NAME.

(w1

iy
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COPY.
Peking, June 19th, 1917.

The American International Corporation,

120 Broadway, New York.
Gentlemen :

I have this afternoon had an interview with Mr.
Carey, Mr. Gregory and Mr. Austin respecting two
points touching the proposed Canal contract, namely,
(1) the political situation, (2) the security of the Stamp
Duties.

I have been asked to write you my views respect-
ing these points, and I respectfully submit the follow-
ing opinion, namely :

(1)—Regarding the political situation as it bears
upon our contract, it is my judgment, after carefully

going over the ground with our Japanese Legation

B K 0 K X RSN R K R B |

IR
1. This agreement shall take effcet on the wwmm%e:\m
date of transmission of a copy thereof by
the Ministry of Foreign Affairs of the Gov-
ernment to the Legation of the United
States of America at Peking. IN WITNESS
WHEREOQF, the Government of the Republic
of China and the American International
Corporation have caused this instrument to
of the National

Conservancy Bureau and the Representative

be executed by the

of the Corporation respectively at Peking

China, this day of , AD.
1917

REPUBLIC OF CHINA,

By its of National Conservancy
Bureau,

AMERICAN INTERNATIONAL
CORPORATION,
By its duly authorized Representative,

here, that in concluding any important contract with
the Chinese Government it is not a question for for-
eign contractors whether the contract should go through
Parliament or not. This is the question entirely con-
cerned with the Chinese Government. It is the opinion
of the Japanese Legation that the present Chinese
Government with its President, Vice-President and
Premier, and Vice-Ministers who are authorized by
mandates to exercise the full power of the Minister in
each Department, is the rightly constituted Govern-
ment, and we have no reason to question its authority
in concluding any important contract.

Knowing that the Parliament is dissolved; that
the time of its re-opening is entirely uncertain, it
would be the best course for the American Interna-
tional Corporation to ask the present Government to
sign the contract, striking from its Preamble reference
to the Parliament. If in future the question was raised
by the Parliament about the legality of the contract,
it is the responsibility of the Government to answer
to the Parliament ; but such discussion cannot destroy
the validity of the contract. In such a case the con-

tract will be supported by the Japanese Government,
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as well as the American Government. Therefore, if
the present Chinese Government as it is now formed
is ready and willing to execute the contract, it is my
opinion that it should be executed without delay and
without waiting for Parliament. In other words,
Parliamentary action under existing circumstances is
not necessary.

( 2)—Respecting the security of the Stamp Duties.
We have today seen a bond of the ‘““Domestic Loan
of the First Year of the Republic”’, which is secured
primarily by the Deeds Tax, and then by the Stamp
Duties. On this bond it appears that the whole Stamp
Duties are pledged to support this loan, and the bond
on its face shows that the total authorized amount to
be issued is $200,000,000.00 Mex. As a matter of
fact, the Ministry of Finance states that only $ 16,000,
000.00 Mex. actually have been issued and are an
obligation against the Government under this loan;
their term is thirty years and the rate of interest 6%.
I think we should have from the Minister of Finance
a letter to be used in our prospectus clearly stating
that only $16,000,000.00 Mex. are outstanding, and
that only $500,000.00 Mex. is annually appropriated
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from the avails of the Stamp Duties for the service
of this loan, and that the total income annually from
the Stamp Duties is $ 4,000,000.00 Mex. and over ; so
that a wide margin ample to protect the service on
our loan is left. This letter should also state that the
remainder of the $200,000,000.00 Mex. authorized to
be issued is cancelled and will not be issued.

With such a letter from the Ministry, I am con-
fident that the security is ample for our loan.

Mr. Austin will bear this letter to you with my
personal regards to Messrs. Vanderlip, Stone, Baldwin,
Straight and Kies.

I must apologize to you for not having written
since I returned from your city, and Mr. Austin has
kindly consented to give you my latest news.

Very sincerely yours,
(Signed) Y. Ono
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Telegram received Sept. 13, 1917, 5 p. m.
Please furnish Mr. Carey with a copy of the
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following. You are requested to deliver formally and
directly to the Director of the National Conservancy
Bureau. The American International Corporation has
the honour to advise Your Excellency that it will
telegraph to-day to Mr. W.F. Carey and authorize
him on behalf of the Corporation and subject to ap-
proval of Parliament to sign, by without any changes
whatsoever, the contract which has been negotiated
and agreed to between the American International
Corporation and the Republic of China for the improve-
ment of the Grand Canal in China and which the
parties have mutually marked for identification as D~
16-517.

In view of China’s urgent desire to provide by
means of this contract for the improvement of the
Grand Canal this telegraphed authority, confirmed
hereby, has been given for the purpose of avoiding
inevitable delay incident to the transmission of formal
and written powers and this telegraphed written power
must be understood as being complete and full and
The President of the
American International Corporation, Charles A. Stone.

LANSING
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instead of such written powers.
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Telegram received Sept. 13, 1917, 6 p. m.
For W.F.

and 58. Obtain a letter from the Ministry of Finance

FHEBEE

Carey of Peking. Quotation. Your 53
stating the entire amount required annually from the
stamp duty for the domestic loan is 500.000 dollars
Mex., and that our Canal loan constitutes No. 1 lien
on all stamp duties over and above such a sum. Stop.
You are hereby empowerd to execute then simulta-
neously with the Government of China canal contract
subject to the approval by a legally constituted Parlia-
ment. Stop. Execution and consent to a Japanese
participation must be formally certified to United States
Legation by the Government of China. Inform the
Japanese that we are convinced that Parliamentary
sanction is essential for the contract’s validity and
when the contract is concluded execute for the A-
merican International Corporation Ono endorsement.
Stone. Quotation.

LANSING
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1953. Corporation now declares that, with approval

(&&

and co-operation of Chinese government, it will im-
mediately upon signing of Canal Contract, proceed at
its own expense to make through some preliminary
investigation it deems essential to proper and lastingly
beneficial performance of this work, and that for this
preliminary investigation, Freeman, one of foremost
Conservancy engineers of the world, will be chosen

and his representative, Mantilla, will proceed to China
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NREl
immediately, on your acceptance of this proposal and
signing contract. Corporation expects that Chinese
government will reimburse it for expense of this
investigation, provided that work is carried out in
accordance with Contract, or if, for any reason, work
cannot be carried out and Chinese government desires
result of survey delivered to it, Corporation also expects
to be reimbursed. Corporation also states that the
question of cooperation of (Japanese?), in this prelim-
inary investigation, will be discussed with Japanese
Consul General in New York. It instructs me to inform
Kogyo Ginko which is to cooperate in financing of
Canal Contract, of all above suggestions.

Hayashi
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