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NOTE BY THE SECRETARY-GENERAL.

The Tenth Assembly, after submitting for examination to the Third Committee the preliminary
Draft Convention on Financial Assistance prepared by the Financial Committee (document
A.Io.19z9.II), adopted the following resolution on September 24th, I929:

" The Assembly,
"Having examined the draft Convention on Financial Assistance drawn up by the

Financial Committee;
" Noting that the determination of the cases in which this assistance could or should be

granted is in close relation with the general problem of the definition of the aggressor and with
that of the means of preventing war, and that the connection between financial assistance
and the reduction and limitation of armaments has been recognised and should be thoroughly
examined;

" Taking into consideration the various amendments which have been submitted, several
of which necessitate adjustment in the technical machinery of the plan of assistance, whereas
others are of a political character:

" Requests the Council to take steps to ensure the early establishment of a complete
text capable of being submitted to States for signature at the earliest possible date.

"It accordingly suggests that the Council should instruct the Committee on Arbitration
and Security to draw up this text in co-operation with the Financial Committee. The text
would, after it had been communicated to the Governments, be submitted for the
approval either of a special conference or at the latest for that of the next Assembly. "

In accordance with this resolution, the Council, at its fifty-seventh session, decided, on
September 25th, I929, to invite the Committee on Arbitration and Security to draw up, in co-
operation with the Financial Committee, the complete text of a Convention.

The Financial Committee dealt with this question in January I93o at its thirty-seventh
session. It submitted its conclusions in a report to the Council (document C.A.S. 87).

The Committee on Arbitration and Security, with the assistance of a delegation of the
Financial Committee, examined the preliminary draft Convention and the proposals of the
Financial Committee in May 193o at its fourth session. Its report to the Council (document
A.II.I930.VII) contained the complete text of a Convention.

The Council, after considering the reports of the two Committees, adopted the following
resolution at its fifty-ninth session on May I5th, I930:

"The Council notes the work accomplished by the Committee on Arbitration and
Security at its fourth session held at Geneva from April 28th to May gth, 1930;

"The Council requests the Secretary-General to forward to the Assembly:

"(I) ...
"(2) The report, the introductory note and the Convention on Financial

Assistance.
" The Council draws the attention of Governments to the advisability of giving their

delegates to the Assembly the necessary powers for signing the proposed Convention
on this subject.

" (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
"(4) The Minutes of the fourth session of the Committee on Arbitration and

Security, which contain the different opinions expressed on the three questions studied
by the Committee

" The Council also requests the Secretary-General to forward these documents as soon
as possible, for information, to the Governments of the States Members of the League and
to the non-member States represented on the Preparatory Commission for the Disarmament
Conference ".

The present document contains the Draft Convention resulting from the discussions of the
Committee on Arbitration and Security and the Financial Committee, the reports of the two
Committees explaining the changes made in the text since the discussion in the Tenth Assembly,
and the synoptic table which was submitted to the Committee on Arbitration and Security.

For the sake of greater clearness, the documents have been arranged, not in chronological
order, but in the following manner:

I. Draft Convention.

2. Report of the Financial Committee.

3. Report of the Committee on Arbitration and Security and the Introductory Note
to the Draft Convention.

4. Synoptic Table.

S.d.N. 1.675 (F.) 1.300 (A.) 7/30. Imp. Kundig.
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1. DRAFT CONVENTION ON FINANCIAL ASSISTANCE.

PREAMBLE.

[Heads of States.]

Recognising the importance, as a means of safeguarding or, if necessary, restoring peace
between nations, of creating a system of financial assistance in the form of guarantees for loans
to be given in the event of international conflicts likely to lead to a rupture or in case of war;

Considering that such a system of assistance can best be organised by the conclusion of an
international convention;

Have appointed as their plenipotentiaries for this purpose:

Who, having communicated their full powers found in good and due form, have agreed
as follows:

Article I.

If, despite the efforts which the Council of the League of Nations has found it possible to
make for the maintenance or the re-establishment of peaceful relations, a State, in violation of
its international obligations, resorts to war against a High Contracting Party, the latter shall
at his request receive the financial assistance provided foi in the present Convention, unless the
Council decides otherwise.

The High Contracting Party to whom financial assistance is granted undertakes, for his
part, to submit the dispute to mediation by the Council or to judicial or arbitral settlement.

Article 2.

If the Council, in the performance of its duties under the Covenant, and acting within the limit of
its rights under the Covenant or under general or special conventions applicable in the circumstances
shall, in any international dispute likely to lead to a rupture, have taken steps to safeguard peace,
including resort to mediation or any other means of peaceful settlement, and if one of the
parties shall refuse or neglect to conform to such steps, the Council may, at the request of the
other party, if the latter is a party to the present Convention, grant 'financial assistance to
the last-named party.

The High Contracting Party to whom financial assistance is granted undertakes, for his part,
to submit the dispute to mediation by the Council or to judicial or arbitral settlement and to
conform to any provisional measures that may be recommended by the Council with a view to
safeguarding peace.

Article 3.

The financial assistance of the High Contracting Parties shall take the form of ordinary
guarantees and special guarantees covering, as hereafter provided, the service of loans (which
term shall include short-term credits) contracted in accordance with the present Convention.

Article 4.

For the purpose of the present Convention, the service of a loan comprises the sums payable

in each year for interest and amortisation, under the terms of the loan contracts.

Article 5

No loan contracted under the present Convention shall be for a period exceeding thirty years.
In order to facilitate, so soon as circumstances permit, the discharge of the ordinary guarantor
and special guarantor Governments from their obligations in regard to the loan, a Government
contracting a loan under this Convention shall, if possible, reserve the right to repay it before
the end of its full period of maturity.
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ORDINARY GUARANTEES.

Article 6.

Each High Contracting Party hereby undertakes and recognises that the Governments for
which he becomes a party to the present Convention severally guarantee as ordinary guarantors,
to the extent and in the manner set out in the following articles, the due payment of the annual
service of the loans which are contracted in accordance with the Convention. The said ordinary
guarantees attach to each loan in virtue of the present Convention from the moment at which the
loan is authorised, without any further action or consent on the part of the guarantor Government.

Article 7.

i. Subject to the provisions of Article iq regarding payment of interest in the event of
default, the annual liability which can fall to the charge of any Government in the capacity of an
ordinary guarantor, in respect of all the loans contracted in accordance with the present Convention,
is limited to a maximum. This maximum shall be a sum bearing the same proportion to (Ioo million)'
gold francs as the contribution to the League's expenses payable by the Government, under the
scale of allocation applicable on (January ist, I930) 1, bears to the total contributions due from
all the Members of the League.

In the case of a Government which was not liable to contribute to the League's expenses
under the scale mentioned in the preceding paragraph, the scale of allocation applicable on
the date on which it became bound by the obligations of the present Convention shall be
substituted for the said scale.

2. The Council shall, as soon as possible, notify to the various Governments the maximum
annual liabilities which result for them from the provisions of paragraph I.

SPECIAL GUARANTEES.

Article 8.

Subject to the provisions of Article II, a High Contracting Party may accept the obligations
of a special guarantor in respect of the Government of any of his territories. Such Government
is thereby constituted a special guarantor, and the guarantee which it accords to loans to be
contracted in accordance with the present Convention shall be a special guarantee within
the meaning of the present Convention, without any further action or consent on the part of
the Government.

Article 9.

The special guarantees are created for the purpose of strengthening the security on which
a loan contracted in accordance with the present Convention is issued, by ensuring that the service
of such loan shall be guaranteed for its full amount, not merely by all the guaranteeing Governments
as ordinary guarantors, but also by a small number of Governments which, as special guarantors,
will bear, within the limits of their special guarantees, the risk of any delay in the payment
of the amounts due from any of the other Governments as ordinary guarantors. The amount
covered by each special guarantee accordingly includes the amount of the Government's
liability as an ordinary guarantor together with an additional amount, and it is determined, as
provided below, in such manner that the total of the additional amounts thus guaranteed by
the special guarantor Governments will equal the total amount guaranteed by the Governments
which are ordinary guarantors only. In the event of a default by the borrowing Government
on the service of the loan, the total amount covered by a special guarantee is payable in full;
but the sum paid by a special guarantor Government in excess of its liability as an ordinary
guarantor is reimbursable, after the service has been met, out of the balance of the amounts
collected from the guaranteeing Governments.

Article Io.

I. Subject to the provisions of Article 9i regarding the payment of interest in the event
of default, the annual liability which may fall to the charge of any special guarantor Government
in respect of all the loans contracted in accordance with the present Convention is limited to a
maximum which includes the Government's obligation as an ordinary guarantor and the additional
amount covered by its special guarantee. This maximum shall be determined by dividing the
sum total of the maximum obligations of all the Governments, as ordinary guarantors, among
the special guarantor Governments in proportion to their respective maximum obligations as
ordinary guarantors.

2. The said maximum liabilities of the special guarantor Governments shall be notified
to them by the Council of the League of Nations as soon as possible. They shall be revised
by the Council, in the event of any change in the number of Governments which are ordinary
guarantors or of those which are special guarantors, as soon as possible after such change has
occurred.

1 See Introductory Note.
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Article ii.

The following Governments may be special guarantors under the present Convention:

(a) The Governments of permanent Members of the Council of the League of Nations;
(b) The Governments of other Members of the League which are unanimously invited

to become special guarantors by those Governments which themselves are special guarantors.

Such invitation may be given either before or after the entry into force of the Convention.
Acceptance of the obligations of a special guarantor may be intimated at the moment of

signature or at that of ratification or at the moment of accession to the Convention, or subsequently
by a declaration in writing deposited with the Secretary-General of the League of Nations, who
shall notify such acceptance to all the other Members of the League.

Article I2.

The Secretary-General of the League of Nations shall send to the Trustees provided for in
Article 13 a certified true copy of each notification of its maximum liability made to a Government
in execution of Article 7 or Article Io.

TRUSTEES.

Article I3.

T. Upon the entry into force of the present Convention, the Council of the League of Nations
shall appoint five persons to act as Trustees of loans contracted in accordance with the present
Convention. The Trustees shall be nationals of the Swiss Confederation and habitually resident
in Switzerland.

2. (a) The Trustees shall be appointed for periods of five years. At the end of their term
of office, they may be re-appointed for the like or any less period. A Trustee may at any time
resign on giving three months' previous notice in writing to the Council of the League of Nations.

(b) The Council of the League of Nations may at any time remove a Trustee.
(c) In the event of a vacancy occurring for any reason in the office of Trustee, the Council

of the League of Nations shall without delay appoint another Trustee. If, in his opinion, it is
necessary to do so, the Acting President of the Council may appoint a person to act until the
vacancy is filled by the Council.

3. (a) The Trustees shall appoint from their number a Chairman and Deputy-Chairman
and draw up their rules of procedure subject to the provisions of the present Convention. Except
in the case mentioned in Article I6, paragraph I, meetings shall be convened by the Chairman
or, if he is unable to act, by the Deputy-Chairman.

(b) Three Trustees shall constitute a quorum. All decisions may be taken by a majority; in
case of equality of votes, the presiding Trustee shall have a casting vote.

(c) The Secretary-General of the League of Nations shall be entitled to be present or be
represented at all meetings of the Trustees.

(d) The expenses incurred by the Trustees in executing their functions in connection with any
loan and such honoraria for the performance of those functions as may be fixed by the Council
of the League of Nations shall be paid by the borrowing Government.

(e) The Council of the League of Nations may advance to the Trustees the amounts referred
to in paragraph (d); any sum so advanced shall be repaid to the League by the borrowing
Government.

(/) No Trustee shall incur any personal liability in the execution of his functions as Trustee,
except for a breach of his duties knowingly and intentionally committed by him.

(g) The Trustees shall report annually to the Council of the League of Nations upon the
execution of their functions as Trustees of each loan contracted in accordance with the present
Convention; they shall be entitled at anytime to bring to the attention of the Council any
difficulties experienced by them in performing such functions.

AUTHORISATION OF LOANS.

Article 14.

i. Where the Council of the League of Nations recognises that, in virtue of Articles I or 2,
a High Contracting Party should receive financial assistance under the present Convention, it
shall authorise the Government of such High Contracting Party to issue a loan enjoying the
ordinary guarantees and the special guarantees resulting from the present Convention. The Council



may exclude the ordinary guarantee or special guarantee of any Government if, in its opinion,
it would not be desirable in the interest of the success of the loan that such ordinary guarantee
or special guarantee should attach to the loan.

2. (a) The maximum sum to which the service of the loan may amount in each year shall
be fixed by the Council. The sum fixed by the Council shall be expressed in gold francs as defined
in Article 26, and, for the purpose of determining the sum to which the service may amount in
the currencies in which the loan is actually contracted, those currencies shall be treated as being
at the moment of signature of the loan contracts on the legal parity with gold.

(b) The annual sum fixed for the service of the loan in any year shall not exceed the amount
which can be covered by special as well as by ordinary guarantees without imposing on any
Government a liability in excess of the maximum fixed by the present Convention.

(c) The amount for each year of each Government's liability as an ordinary guarantor shall
be determined by dividing the service of the loan among all the guaranteeing Governments in
the proportion of their maximum possible annual liabilities as ordinary guarantors under this
Convention, as fixed by Article 7. The total amount covered by each special guarantee shall be
determined by dividing the said service among the special guarantor Governments in the proportion
of their maximum possible annual liabilities as special guarantors as fixed by Article Io. For
the purpose, however, of simplifying the application of the special guarantees, the Council, with
the consent of the special guarantor Governments whose liabilities are affected, may make minor
fractional adjustments of the percentages attributable to the special guarantor Governments to
the extent necessary to convert such percentages into convenient whole numbers.

3. For the purpose of the preceding provisions, no account shall be taken of the liability
for interest which may result under the provisions of Article 19 from a default by a Government
in meeting its obligations as an ordinary or as a special guarantor.

ISSUE OF AUTHORISED LOANS.

Article 15.

i. The Council shall require that the conditions and terms of issue of a loan contracted
in accordance with the present Convention, that is to say, inter alia, the method of issue, the
securities (if any) on which the loan is raised, the issue price, the rate of interest, the arnortisation
(including any stipulations as to repayment before maturity), the expenses of issue, negotiation
and delivery, and the currency or currencies in which the loan is issued, shall be submitted for
approval to it or to a person or persons appointed by it for the purpose. As provided in Article I4,
paragraph 2, the currency or currencies in which the loan is issued and in which its service is
payable shall, for the purpose of determining the maximum to which the service may amount,
in every case be treated as being, at the moment of signature of the loan contracts, on the legal
parity with gold. The arrangement made by the Council with the borrowing Government in
question shall be embodied in a Protocol duly accepted by the latter.

2. The Council may make conditions as to the employment of the proceeds of the loan and
the supervision of such employment. These conditions shall be embodied in the Protocol mentioned
in paragraph I.

3. The loan shall not possess the ordinary guarantees and special guarantees resulting from
the Convention, unless the contracts relating to it shall have been certified in writing by a person
or persons appointed by the Council (such persons, if more than one, acting by a majority
if unanimity is not secured) to be in conformity with the decisions of the Council and the Protocol
provided for by paragraph I above, and the provisions of the present Convention. A signed
duplicate of the certificate shall be delivered to the Secretary-General of the League of Nations
for communication to the Trustees, together with copies of each contract authenticated by the
borrowing Government in sufficient number to enable him to send one to each Trustee.

4. The following provisions shall be obligatory in all cases:

(a) The Trustees appointed under the present Convention, acting as provided therein,
shall be Trustees of the loan for all purposes for which Trustees are appointed, and in particular
shall make all payments for interest or amortisation due on the loan out of the funds supplied
by the borrowing Government or, in the event of its default, by the Governments guaranteeing
the loan as special or ordinary guarantors.

(b) Except in the case of short-term credits of a currency not exceeding two years, a reserve
shall be constituted in the hands of the Trustees by the direct transfer to them by the issuing
houses out of the yield of the loan of an amount sufficient to pay one-half of the annual service
of the loan as issued. Any sums drawn from this reserve by the Trustees shall immediately be
refunded to them by the borrowing Government.
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(c) The borrowing Government shall provide the Trustees with the funds necessary to meet
the service of the loan in time of war as well as in time of peace. Such remittances shall be in the
hands of the Trustees not later than thirty days before each payment falls due.

DEPOSIT OF BONDS IN RESPECT OF PARTICULAR LOANS.

Article I6.

I. As soon as possible after a contract for the issue of all or part of an authorised loan
has been certified in accordance with Article 15, paragraph 3, the Trustees, convened by the
Secretary-General of the League of Nations, shall examine the contract and the relevant
decisions of the Council and ascertain and notify to the Governments whose guarantees attached
to the loan:

(a) What is the total amount of each payment due in respect of that issue in each year;
(b) What is the maximum sum for which each Government, whether it be an ordinary

or a special guarantor, may be liable as an ordinary guarantor in respect of each such payment;
(c) What is the maximum sum for which each special guarantor Government may

be liable as a special guarantor in respect of each such payment.

The sums mentioned in (b) and (c) shall be determined in the manner provided in Article I4,
paragraph 2 (c).

2. Within four months of the receipt of the above notification, each Government, according
as it is solely an ordinary guarantor or a special guarantor, shall deposit to the order of the Trustees
with such bank or other body as the Council, as soon as the Convention comes into force, or subse-
quently, may choose, either an " Ordinary Guarantee Bond " in the form given in Appendix I or a
" Special Guarantee Bond " in the form given in Appendix II, bearing a separate coupon for each

payment for which the Government may be liable in each year. The coupons shall be expressed
and be payable in the currency in which payment is due to the bondholders. If the issue is made
in more than one currency, separate bonds shall be deposited in respect of the service due in
each currency.

3. The coupons of the said bonds shall be payable at an address satisfactory to the Trustees
fixed by the Government.

4. The omission to deposit bonds, as provided above, shall in no way affect the obligations
of the Governments, whether as ordinary or as special guarantors, or prevent the issue of the
loan on the security of the ordinary guarantees and special guarantees which attach to it in virtue
of the present Convention.

OPERATION OF THE ORDINARY GUARANTEES AND SPECIAL GUARANTEES IN THE EVENT OF DEFAULT

BY THE BORROWING GOVERNMENT.

Article 17.

I. (a) The service of loans contracted in accordance with the present Convention shall
always continue to be primarily a charge upon the borrowing Government. The guarantees
provided under the Convention shall enter into operation only if, and to the extent to which,
the Trustees are neither provided with the necessary funds by the borrowing Government nor able
to meet the service out of the reserve constituted in accordance with Article 15, paragraph 4 (b).

(b) In such a case, the Trustees shall call simultaneously on all the guaranteeing Govern-
ments, whether they be ordinary or special guarantors. They shall apply the yield of the calls
to meet the service of the loan and shall then reimburse to the special guarantor Governments
pro rata out of the balance of such yield the amounts paid by them in excess of their liabilities as
ordinary guarantors. Delay by a guarantor Government in meeting a call is recognised as creating
a duty to compensate special guarantor Governments as provided in Articles 19 and 2I for the
prejudice caused to them by the resulting delay in the reimbursement of the amounts paid by them
in excess of their liability as ordinary guarantors.

(c) All amounts obtained by the Trustees from the guaranteeing Governments, with the
exception of the amounts reimbursed as contemplated in paragraph (b) and of amounts paid to
them by way of interest under Article Ig, shall constitute a debt due, with interest, from the
borrowing Government.

(d) The liabilities between Governments which result from the present Convention shall
be settled through the intermediary of the Trustees.

2. The principles set out in paragraph I shall be applied in accordance with the provisions
of Articles r8 to 22 below.

Article 18.

I. In the event of a default by the borrowing Government in providing funds to pay the
annual service of an authorised loan, the Trustees shall draw on the reserve constituted
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by application of Article I5, paragraph 4 (b), until that reserve is exhausted. They shall at once
notify the default to the Governments whose ordinary guarantees or special guarantees attach
to the loan. They shall likewise notify any payments into the reserve.

2. If, thirty days before the date at which a payment for interest or amortisation falls due,
the Trustees have neither received from the borrowing Government nor possess in the reserve
sufficient funds to make the payment, they shall inform each guarantor Government of the amount
of the deficiency and the amount for which it will be liable if the deficiency is not made good. If,
twenty days before the due date of the payment, the Trustees still are unable to make it in full,
they shall present for payment those coupons of the ordinary guarantee and special guarantee bonds
which cover the service payment in question. If the deficiency is not total, the Trustees shall
reduce pro rata the amounts which they call upon the guarantor Governments to pay on the said
coupons, and the coupons shall be endorsed accordingly. If a guarantor Government has not yet
deposited its bond as required by Article 16, the Trustees shall nevertheless call upon it and it
shall be liable to make the payment due from it.

3. The calls which are made by the Trustees upon the ordinary guarantor and special
guarantor Governments shall be paid immediately by the said Governments to the Trustees
notwithstanding that they may be at war with the borrowing Government or with any country
or countries in which a part of the loan has been issued, and notwithstanding that the holders of
any or all of the bonds of the series of the loan in the service of which the default has occurred
may be subjects of, or resident in, a country or countries with which they are at war.

4. The Trustees shall meet the service of the loan out of the yield of the calls made upon the
Governments and shall apply the balance, and their receipts from any calls which are paid at a
later date, to reimbursing pro rata to the special guarantor Governments the amounts paid by
them in excess of their liabilities as ordinary guarantors.

Article I9.

If an ordinary guarantor or special guarantor Government fails to meet in full a call by the
Trustees by a date not later than ten days before the interest or amortisation payment in question
falls due, the Trustees shall charge the said Government, and the Government shall pay to them,
compound interest on the amount in arrears at the rate fixed by Article 21. This charge shall be
considered as interest due to those special guarantor Governments which met their obligations
by the said date, in consideration of the fact that the delay was calculated to retard payment of the
sums reimbursable to them, and the sums received shall be paid over to the said special guarantor
Governments in proportion to the amount paid by them in excess of their liabilities as ordinary
guarantors.

Article 20.

i. The amount of each default by the borrowing Government in meeting a guaranteed
payment due on a loan shall constitute a debt of that Government to the Trustees, bearing
compound interest, at the rate mentioned in Article 21, as from the date at which the Government
was due to provide the Trustees with the funds necessary for the service of the loan.

2. The payments received by the Trustees from the borrowing Government after it has
defaulted in meeting the guaranteed service of its loan shall, if necessary, be applied in the first
instance to making good any arrears in the guaranteed service of the loan which have occurred,
notwithstanding the ordinary guarantees and special guarantees provided by the present
Convention, and, seonndly, to reconstituting the reserve provided for by Article I5, paragraph 4 (b).
Subject to this provision, any amounts not required for meeting the current service of the loan
shall be used to reimburse to the special guarantor and ordinary guarantor Governments, with
the appropriate interest, the amounts which they have furnished to meet defaults in the service
of the loan and which have not been reimbursed to them. Each Government shall be entitled
to be reimbursed the sum paid by it in the capacity of an ordinary guarantor with compound
interest at the rate mentioned in Article 2I, as from the date of its payment to the Trustees.
Each special guarantor Government shall, in addition, be entitled to receive the amount paid
in excess of its liability as an ordinary guarantor, together with its share of any interest chargeable
to other Governments under Article 19. Priority shall be given to reimbursement to the special
guarantor Governments of the amounts paid by them in excess of their liabilities as ordinary
guarantors, and the sums due in respect of earlier defaults shall be met in full before any payment
is made in respect of later defaults. Subject to the above provisions, the reimbursement shall be
effected pro rata to the sums due to the various Governments.
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3. A reimbursement to the special guarantor Governments effected under paragraph 2
shall cancel pro rata the claims of these Governments against other ordinary or special guarantor
Governments. The Trustees shall determine what liabilities are extinguished or reduced and
notify the Governments concerned.

Article 2I.

The compound interest provided for in Articles I9 and 20 shall be calculated half-yearly
and shall be at a rate one per cent higher than the rate of interest payable on the guaranteed
loan, or, if the loan was issued in several series, on the particular series in the service of which
the default occurs.

Article 22.

All questions arising in the execution of Articles i6 to 21 inclusive shall be settled by the
Trustees, subject to appeal by any Government concerned to the Council of the League of Nations,
whose decision shall be final. The appeal to the Council shall not suspend the execution of the
Trustees' decision.

GUARANTEE OF STATES NOT MEMBERS OF THE LEAGUE OF NATIONS.

Article 23.

The Council of the League of Nations, with the consent of those Governments which are
interested in the particular loan as special guarantors, may accept an offer by a State which is
not a Member of the League to paricipa in guaranteeing the annual service of a particular
loan which the Council decides to authorise in application of the present Convention. The accep-
tance of the offer shall not entail the assumption b ay Government, whether as an ordinary
or as as special guarantor, of liability to make payments greater than it would have been liable
to make if the non-Member State had not agreed to participate.

GENERAL PROVISIONS.

Article 24.

The Trustees shall, if so directed by the Council of the League of Nations, suspend all
payments to, or for the benefit of, the Government or inhabitants of a territory to which the
financial sanctions provided for in Article i6 of the Covenant have become applicable; the sums
retained by the Trustees shall become payable, together with any interest which they may have
earned, so soon as the Council shall be of opinion that the maintenance of the said sanctions
is no longer justified.

Article 25.

The ordinary or special guarantor Governments undertake to facilitate to the fullest possible
extent the issue of loans authorised under the present Convention, both by opening their financial
markets to such loans and by abstaining from any measure capable of compromising the efficacity
of the financial assistance provided for by the present Convention.

Article 26.

For the purposes of the present Convention, the gold franc shall mean a monetary value
equivalent to 0.322581 gramme or 4.97818 grains of gold nine-tenths fine.

Article 27.

Any dispute as to the interpretation or as to the method of application of the present
Convention shall be settled by a decision of the Council of the League of Nations.

Article 28.

I. Decisions of the Council under Articles I or 2 shall be taken by the unanimous vote of the
Members represented at the meeting, the votes of representatives of the parties to the dispute
not being counted in determining such unanimity.

2. All other decisions taken by the Council in virtue of the present Convention shall be taken
by a simple majority vote of the Members represented at the meeting, the votes of the
representatives of the parties to the dispute not being counted.

3. A Member of the League which is not a Member of the Council cannot claim to sit on the
Council, when the latter discusses questions arising under the present Convention, in virtue solely
of the fact that it is an ordinary guarantor or special guarantor under the present Convention.



Article 29.
The provisions of the present Convention may not be interpreted as affecting the rights and

obligations of the High Contracting Parties under the provisions of Article i6 of the Covenant.

FINAL PROVISIONS.

Article 30.
I. The present Convention, of which the French and English texts shall both be authentic,

shall bear to-day's date; it may, until ............ , be signed on behalf of any Member of
the League of Nations.

2. The present Convention shall be ratified. The instruments of ratification shall be
transmitted to the Secretary-General of the League of Nations, who shall notify their receipt
to all the Members of the League.

Article 31.
After the date mentioned in Article 30, paragraph I, the present Convention may be acceded

to on behalf of any Member of the League of Nations. The instruments of accession shall be
transmitted to the Secretary-General of the League of Nations, who shall notify their receipt
to all the Members of the League.

Article 32.
It shall be a condition of the entry into force of the present Convention that the ratifications

or accessions which it has received shall have resulted in causing a sum of not less than (50 million) 
gold francs, for the annual service of loans, to be covered by ordinary guarantees and also by
the special guarantees of not less than three Governments.

Article 33.
i. The present Convention shall enter into force ninety days after the date on which the

conditions set out in Articles 32 and 35 are satisfied.
2. The Secretary-General shall make the calculations necessary for the purpose of Article 32.

He shall notify the entry into force of the Convention to all the Members of the League.
3. In the case of a Member of the League of Nations on whose behalf a ratification or accession

is subsequently deposited, the Convention shall take effect on the day on which the instrument
of ratification or accession is deposited with the Secretary-General of the League of Nations.

4. The total maximum amount covered by ordinary guarantees in accordance with Article 7
on the date of entry into force of the Convention, and any subsequent increase in that amount
resulting from a new ratification or accession, shall be notified to all the Members of the League
by the Secretary-General.

Article 34.

Subject to the conditions laid down in Article 35, the following provisions shall apply:

i. The present Convention shall be concluded for a period continuing until the end of the
year (1945). 1

2. It shall continue in force for further successive periods of five years as between such
High Contracting Parties as do not denounce it at least two years before the expiration of the
current period.

3. Denunciation shall be effected by a written notification deposited with the Secretary-
General of the League of Nations, who shall notify its receipt to all the Members of the League.
A denunciation may relate merely to the guarantee of the Government of a particular territory
of the High Contracting Party.

4. Notwithstanding the provisions of paragraph 2, the Convention shall cease to be in force,
so far as it relates to the authorisation of new loans, at the end of the original period for which
it is concluded, or of any successive period for which it continues in force, if at that date, as a
result of denunciations, or of the operation of paragraph 7 below, the annual sum to which the
ordinary guarantees amount is less than (50 million) 1 gold francs or the number of special guarantor
Governments has fallen below three.

5. The obligations of any Government in respect of loans already authorised in virtue of
the present Convention shall not be affected by denunciation of the Convention, or by its ceasing
to be in force, so far as it relates to the authorisation of new loans, under the provisions of
paragraph 4 above or of Article 35.

6. If the ratifications or accessions necessary to bring the present Convention into force
have not been received before the end of the year I935, the Council of the League of Nations
shall convene a conference to examine the situation.

7. Withdrawal from the League of Nations shall, on the date on which it becomes effective,
terminate all the rights and obligations of the Government concerned under the present Convention,
except such obligations as already rest upon it in consequence of the previous authorisation
of a loan in application of the Convention.

1 See Introductory Note.



Article 35.

The entry into force of the present Convention, and its maintenance in force as regards the
authorisation of new loans, shall be conditional upon the entry into force and maintenance in
force of the plans for the reduction of armaments adopted by the General Conference on
Disarmament in execution of Article 8 of the Covenant of the League of Nations.

Notwithstanding the provisions of Articles I, 2 and 14, if, after the expiration of one year
from the entry into force of the aforesaid plans, a High Contracting Party is not acting in
conformity with his obligations under such plans, he shall not benefit by the financial assistance
provided for by the present Convention.

Article 36.

The present Convention shall be registered by the Secretary-General of the League of Nations
on the date of its entry into force.

IN FAITH WHEREOF, the above-mentioned plenipotentiaries have signed the present
Convention.

DONE at ....... the ........ day of ...... one thousand
nine hundred and ...... . in a single copy, which shall be kept in the archives of the
Secretariat of the League of Nations, and of which certified true copies shall be delivered to all
the Members of the League.

Appendix I.

Form of Ordinary Guarantee Bond.

LOAN OF THE GOVERNM ENT OF ..................................................................................................................................................................

guaranted in virtue of the Convention for Financial Assistance made at ..................................................................

Issue of .. (state particulars of issue)

ORDINARY GUARANTEE BOND OF THE GOVERNMENT OF ................................................................................................

WHEREAS, subject to the provisions of the above-named Convention for Financial Assistance,

the Government of ................................................ (name of guarantor Government) .................................................
is an ordinary guarantor of loans authorised and contracted in accordance therewith;

AND WHEREAS the Trustees provided for in the said Convention have certified to the said

Government that the Government of .... ............................................... (name of borrowing Government)

.................................................................. has concluded a contract, which has been duly approved and certified

as required by the said Convention, for the issue of ................................ ................ (state particulars

of issue) ..................................................... ................................................................................ ... .............................................................. ............ ........ ........
being part (the whole) of a loan authorised by the Council of the League of Nations in virtue

of the said Convention and enjoying the ordinary guarantee of the Government of ....................................

..................................... (name of guarantor Government) ................... .................. e.... of... g urato G oent . .

AND WHEREAS the aforementioned Trustees have certified to the Government of ....................................

(name of guarantor Government) .. ...................................................... that (a) the total amount of each
payment due in respect of the issue provided for by the aforementioned contract, and (b) the

maximum sum for which the Government of ........................................................................ (name of guarantor

Government) .............................................. ......... may be liable as an ordinary guarantor in respect
of each such payment are respectively the sums set out in columns A and B of Parts I and II
of the Schedule reproduced below:

Now THEREFORE the Government of ................................................ .......... (name of guarantor

Government) ................................... . hereby acknowledges that it has guaranteed each of the
said payments to the extent of its liability as an ordinary guarantor as stated in the said Schedule;
and on presentation by or on behalf of the aforementioned Trustees of any of the coupons attached

to the present Bond at ........................................................................ (state place for presentation) ................................................
in accordance with the provisions of the Convention, it will forthwith pay to the bearer or as the

Trustees may direct, in ........................................................................ (insert currency in which the issue is made)

........................................ , the sum, not exceeding the maximum payable thereon, which is

certified by the Trustees to be due on the coupon to make good a deficit in the funds provided for
making the payment to which the coupon relates.
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Schedule of Interest and Amortisation Payments and of the corresponding maximum
liabilities resulting from the ordinary guarantee of the Government of..................................................................

Part I. - Interest Payments.
A B

Date at which interest Total amount of Maximum liability of the Government
payment is due. payment. of ...................................................... as an ordinary

guarantor.

Part II. - Amortisation Payments.

A B
Date at which amortisation Total amount of Maximum liability of the Government

payment is due. payment. of ...................................................... as an ordinary
guarantor.

D a te ................................................................................................ (S ign ed . ...................................................................................

Form of Interest Coupon attached to Ordinary Guarantee Bond.

LOAN OF THE GOVERNMENT OF ........................................................................................................................... .................... ......

guaranteed in virtue of the Convention for Financial Assistance made at ..................................................................

Issue of .............................................. .................. (state particulars of issue)......

............................................................................................................................................................................................................................ ..........................

COUPON for the sum payable by the Government of .........................................................................................................

as an ordinary guarantor in respect of the instalment of interest due on the ......................................................

(d ate o f in terest p ay m en t) ..........................................................................................................................................................................................

On presentation of this coupon on or after the twentieth day preceding the ..............................................

(date when interest instalment is due) ........................................................................ at ........................................................................

(place for presentation) ...................................................................... by or on behalf of the Trustees provided for

in the above-named Convention, the Government of ............ ........................................................ (name of

guarantor Government) ........................ ......................... ............ will pay to the bearer, or as otherwise directed

by the Trustees, in .................................... ................................. (insert currency of loan issue) ......................................................

the sum, not exceeding ........................................................................ (amount of the Government's maximumthe sum, not exceeding ............ (amount of the Government's maximum

liability as an ordinary guarantor) ........................................................................ which is certified below to have
become payable on this coupon.

(S ig n e d ) ................................................................................................

Certificate of Trustees.

We certify that the sum of ........................................................................ has become payable on this coupon

to make good a deficit of. ......... _ . ..................................... in the funds provided for making the
interest payment to which this coupon relates.

Date. (Signed).
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Form of Amortisation Coupon attached to Ordinary Guarantee Bond.

LOAN OF THE GOVERNMENT OF ................................................. .................................................................................................

guaranteed in virtue of the Convention for Financial Assistance made at .................................................................

on ......................................................................................... .................. .................. t .................. ............................... ................. ...... .....d..

Issue of ........................................................................ (state particulars of issue) ........................................ ....................

COUPON for the sum payable by the Government of ......................... ................................ as an ordinary

guarantor in respect of the amortisation payment due on the ....................................................................... (date of

am ortisation paym ent) .......................................................................................... ............................................................................................. .....

On presentation of this coupon on or after the twentieth day preceding the ................................................

(date of amortisation payment) ........................................................................ at ....................................................................... place

for presentation) ........................................................................ by or on behalf of the Trustees provided for in the

above-named Convention, the Government of...... ....................................................... ...... (name of guarantor

Government) ....................................................................... will pay to the bearer, or as otherwise directed

by the Trustees, in ........................................................................ (insert currency of loan issue)............................................................

the sum, not exceeding ....................................................................... (amount of the Government's maximum

liability as an ordinary guarantor) ............................ .................................... which is certified below to have
become payable on this coupon.

(S ig n e d ) ...............................................................................................

Certificate of Trustees.

We certify that the sum of ........................................................................ has become payable on this coupon

to make good a deficit of .............................. .................. ...... in the funds provided for making the
amortisation payment to which this coupon relates.

D a te .................. .................. .................. i................. ......................... (S ig n ed ) ...................................................... ..........................................

Appendix II.

Form of Special Guarantee Bond.

LOAN OF THE GOVERNMENT OF ............................................................................................................................................................

guaranteed in virtue of the Convention for Financial Assistance made at ......................................................

o ......Issue of ...........................................................................................................................................................• (state particulars of issue)

SPECIAL GUARANTEE BOND OF THE GOVERNMENT OF ......................................................................................................

WHEREAS, subject to the provisions of the above-named Convention for Financial Assistance,

the Government of ............................................................ (name of guarantor Government) ................................................

is a special guarantor of loans authorised and contracted in accordance therewith;



AND WHEREAS the Trustees provided for in the said Convention have certified to the said

Government that the Government of ......................................... (name of borrowing Government)

............................................................ has concluded a contract, which has been duly approved and certified

as required by the said Convention, for the issue of ................................................................. (state particulars

being part (the whole) of a loan authorised by the Council of the League of Nations in virtue

of the said Convention and enjoying the special guarantee of the Government of ........................................

........................... ..................... (name of guarantor Government) 

AND WHEREAS the aforementioned Trustees have certified to the Government of .............................

(name of guarantor Government) ............................................................ that (a) the total amount of each

payment due in respect of the issue provided for by the issue deaforementioned contract, and (b) the

maximum sum for which the Government of ........................... ........................ (name of guarantor

Government) ........................................................................ may be liable as an ordinary guarantor in respect

of each such payment, and (c) the maximum sum for which the said Government may be liable

as a special guarantor in respect of each such payment, are respectively the sums set out in columns

A, B and C of Parts I and II of the Schedule reproduced below:

Now THEREFORE the Government of ............................ of ........................................ (name of guarantor

Government) akold.................... ....... ......... hereby acknowledges that it has guaranteed each of the

said payments to the extent of its liability as a special guarantor as stated in the said Schedule;

and on presentation, by or on behalf of the aforementionaled Trustees, of any of the coupons attached

to the present Bond at ......................................................... (state place for presentation) ................................................

in accordance with the provisions of the Convention, it will forthwith pay to the bearer or as the

Trustees may direct, in......... ................................................ (insert currency in which the issue is made)

................................................................... the sum, not exceeding the maximum payable thereon, which is

certified by the Trustees to be due on the coupon to make good a deficit in the funds provided for

making the payment to which the coupon relates.

Schedule of Interest and Amortisation Payments and of the corresponding maximum

liabilities resulting from the special guarantee of the Government of.................... ......... ................

Dt............................................................................................................................................................................................................................ ................

Part I. - Interest Payments.

A B C
Date at which interest Total amount of Maximum liability of the Maximum liability of the Government

payment is due. payment. Government of ........................ of ........................................ as a special guarantor
........................ as an ordinary (i.e., liability as an ordinary guarantor,

guarantor. plus additional sum simultaneously
guaranteed.)

Part II. - Amortisation Payments.

A B C
Date at which amorti- Total amount of Maximum liability of the Maximum liability of the Government

sation payment Government of........................ of ........ ............................... as a special
payment is due. ........................ as an ordinary guarantor (i.e., liability as an ordinary

guarantor. guarantor, plus additional sum simul-
taneously guaranteed).

Date ............................... (Signed).
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Form of Interest Coupon attached to Special Guarantee Bond.

LOAN OF THE G OVERNM ENT OF ........................................................................................................... ".................................................

guaranteed in virtue of the Convention for Financial Assistance made at ......................................................
On .................. ............................................................................. .................. ...... ............ ...... ............ ..................................... ........................................................... ......

Issue of ............................................................................ (state particulars of issue) ........................................................................

COUPON for the sum payable by the Government of ......................................................................................................
as a special guarantor in respect of the instalment of interest due on the ............................................................

(date of interest paym ent) .............................................................................................................................. .....................................................

On presentation of this coupon on or after the twentieth day preceding the ....................................

(date when interest instalment is due) ........................................ at ..................................................................

(place for presentation) .................. ................... by or on behalf of the Trustees provided for

in the above-named Convention, the Government of ............................................................................... (name of

guarantor Government) .......................................................... will pay to the bearer, or as otherwise directed

by the Trustees, in ........................................................................ (insert currency of loan issue) ..........................................
the sum, not exceeding ............................................................................. (amount of the Government's maximum
liability as a special guarantor) ............................................................................. , which is certified below to have
become payable on this coupon.

(Signed) .......................................................................................

Certificate of Trustees.

W e certify that the sum of ........................................................................ of w hich ..................................................................
is due from the Government of ...... ...................................................... (name of guarantor Government)
....................................... .................. as an ordinary guarantor, and the balance, i.e., ............................................................

constitutes the additional sum simultaneously guaranteed, has become payable on this coupon

to make good a deficit of ......... ............................................ in the funds provided for making the
interest payment to which this coupon relates.

Date ......................................................................................... (Signed) ...........................................................................................

Form of Amortisation Coupon attached to Special Guarantee Bond.

LOAN OF THE G OVERNM ENT OF ........................................................................ ............................................................... ..

guaranteed in virtue of the Convention for Financial Assistance made at ............................................................

o n ....................................................... ................... .................. .................. .................................... .................. .................. ............ ............... ....... ............ ............

Issue of ...................................... (state particulars of issue) ........................................................................

COUPON for the sum payable by the Government of .................................................................. as a special

guarantor in respect of the amortisation payment due on the .................................................................. (date of

On presentation of this coupon on or after the twentieth day preceding the ..........................................

(date of amortisation payment ) ..................................................... ........................ at (place

of presentation) . . ....................................... ............ by or on behalf of the Trustees provided for in the

above-named Convention, the Government of .................. .................. (name of guarantor

Government) .............................................................................. will pay to the bearer, or as otherwise directed

by the Trustees, in ............ ............................ (insert currency of loan issue) ........................................
the sum, not exceeding ........................................................................ (amount of the Government's maximum
liability as a special guarantor) ..................................................... ..................... which is certified below to have

become payable on this coupon,
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Certificate of Trustees.

W e certify that the sum of ....................................................................... of w hich ........................................................................

is due from the Government of ........................................................................ (name of guarantor Government)

.................................................................. ...... as an ordinary guarantor, and the balance, i.e.,......................................................

constitutes the additional sum simultaneously guaranteed, has become payable on this coupon

to make good a deficit of ................................................................. in the funds provided for making the amorti-

sation payment to which this coupon relates.

D ate ............................................................................................... (S ign ed ) ...................................................................................



Official No.: C.A.S.87.

[C.P.D. 89.]

2. REPORT TO THE COUNCIL BY THE FINANCIAL COMMITTEE
ON FINANCIAL ASSISTANCE.

(Extract from the Report on the Work of the Thirty-Seventh Session
of the Financial Committee).

In accordance with the resolution adopted by the Tenth Assembly, the Council, on
September 25th, 1929, invited the Committee on Arbitration and Security to draw up, in
co-operation with the Financial Committee, a complete text of a Convention on Financial
Assistance.

At its thirty-seventh session, the Financial Committee has therefore examined the existing
draft Convention. In doing so, it has given particular attention to the questions which were
specially referred to it by the Third Committee of the Assembly.

In order to arrange for a practical method of co-operation with the Committee on
Arbitration and Security-as contemplated by the Council and by the Assembly-the Financial
Committee has authorised a delegation from amongst its members, composed of M. DE CHALENDAR,
M. JANSSEN, M. POSPISIL, and Sir Henry STRAKOSCH, to co-operate with the Committee on
Arbitration and Security for the ultimate elaboration of a complete text.

The following are the suggestions of the Financial Committee on the various articles of
the draft Convention (document A.Io.I929.II):

ARTICLE I.

The Financial Committee has had before it the various proposals made at the last Assembly
with regard to Article I of the draft Convention on Financial Assistance. It has not thought
it within its competence to discuss the political aspects of the various proposals, whether the
political advantages of making this instrument of financial assistance available to the Council
at the time they are attempting to prevent war, or the political difficulties that may be involved.

For this reason, the Committee will not comment in detail on the several proposals or
suggest any alternative text, the drafting of which would seem to be more appropriately
undertaken by the Committee on Arbitration and Security, and will confine itself to making
the following observations on the financial aspects of the main points involved:

(a) The Committee desires to remark from this point of view that the actual mechanism
of the scheme is consistent with application in time of war, or the time that precedes war, or
both.

(b) If the scheme is available before a crisis has developed into war, it is, of course, an
additional resource in the hands of the Council in its efforts to prevent actual war being
resorted to. To the extent to which the possession of this extra resource is likely to reduce the
risk of the obligation of Member States to apply sanctions which would entail great loss of
unknown extent becoming effective, potential guarantors have an additional inducement to
accept the definitely limited responsibility prescribed in the scheme. It would be outside the
competence of the Financial Committee (and the views of individual members might differ)
to attempt to estimate the extent to which the availability of financial assistance in time of
crisis will reduce the risks of actual war, but the Committee considers that it ought to point
out that this is a factor which needs to be borne in mind.

(c) It is necessary also to point out that the conditions affecting the issue of a loan will
be different when there is a crisis which has not developed into actual war (and when the
general economic life of the world has not been also disturbed by the application of sanctions)
from those which would exist when the stage of both war and sanctions had been reached.

It is true of course that, if the Council were to authorise the issue of a loan on behalf of
one State at a stage or under conditions which left potential subscribers uncertain as to whether
Member States would not be ranged on the side of the other disputant at a later stage of the
conflict, this uncertainty might itself adversely affect the issue.

If, on the other hand, it may be assumed that the Council, acting as it will be by unanimity
(apart from the disputants), would not authorise an issue in such circumstances, the conditions
for the issue of the loan in a time of crisis would be more favourable than if actual hostilities
and sanctions were either or both in operation.

Here, again, it is obviously not for the Committee to express any opinion on the way in
which the Council would, in the event, use the new instrument entrusted to it. But it
has thought it right to make the above comments as to the considerations relevant to the
conditions of issue.

(d) As the outbreak of actual war may be averted after the issue of a guaranteed loan, and
as in that case it might not be necessary or desirable for the State in question to have the free
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disposal of the whole proceeds of the loan, the Financial Committee desires to state that it would
be quite practicable, from a technical point of view, to provide that the proceeds of the loan should
be placed under the control of the Council, who could release it by instalments and insert such
conditions and precautions as may seem desirable.

Incidentally, such a provision for control and conditional release might perhaps enable the
Council to safeguard against some of the dangers which it is observed some delegates felt might
be involved in the unconditional supply of considerable financial resources to one of the disputants
at a preliminary stage of a conflict.

ADDITIONAL ARTICLE TO ARTICLE I.

A proposal was made by some delegations to add an additional article to the Convention,
reading as follows:

"Without prejudice to the obligations arising from Article I6 of the Covenant, the
High Contracting Parties undertake to give no help, direct or indirect, to any Powers that
may be involved in hostilities against a High Contracting Party to which the financial
assistance provided for by the present Convention has been accorded."

The Committee considers that, from a financial point of view, a clause of this kind is desirable
and that it logically follows from the main intention of the Convention.

ARTICLE 6. - DATE OF SCALE OF ALLOCATION.

It was suggested in the Third Committee of the Assembly that the liabilities of the guarantor
Governments in respect to a particular loan ought to be apportioned on the basis of the shares
of the League expenditure which they bear at the date of authorisation of the loan.

This idea is irreconcilable with the view taken that the Governments will desire to know the
extent of their maximum possible liabilities as soon as possible, preferably before they become
parties to the Convention.

If the Council were to authorise the maximum possible loan after a new allocation scale had
changed the distribution of the League's expenses among its Members, and the last scale were
applicable to determine the proportions in which the loan is to be guaranteed by the various
Governments, either those Governments whose proportions had been increased would have to bear
liabilities in excess of the maxima fixed by Article 6, or else the amount of the loan would have
to be reduced by a figure corresponding to this excess. The first hypothesis would involve that
the maximum liabilities of the Governments change with every change in the League scale of
allocation. The second hypothesis would merely mean a diminution of the effectiveness of the
Convention in the interest of Governments which had been recognised to be financially weaker,
not absolutely, but in comparison with other Governments.

The Financial Committee thinks it desirable, however, to make a small modification in
Article 6 with regard to the date of the scale of allocation, namely, to adopt as a basis, not the
scale of allocation applicable on the date of the entry into force of the Convention, but the scale
applicable on an earlier date-for instance, on January ist, I930. This will make it possible
for a Government to ratify at once in perfect certainty as to the extent of its maximum
obligations. There might, under the old draft, be a change of the scale after some Governments
have ratified, but before the Convention enters into force.

ARTICLE 6. - STATE BECOMING A MEMBER OF THE LEAGUE AND A PARTY TO THE CONVENTION

AFTER THE LATTER HAS ENTERED INTO FORCE.

It is a defect, as was pointed out in the Third Committee of the Assembly, that provision
is not made for the case of a State becoming both a Member of the League and a party to the
Convention after the latter has entered into force.

This lacuna exists both in Article 6 and Article 9. The best solution would be to determine
the liability of the new party to the Convention, as an ordinary guarantor, by application of the
League allocation scale in force at the moment when it becomes bound by the Convention
(Article 6) and to alter the formula of Article 9, paragraph I, to a formula under which the total
sum covered by all the ordinary guarantees is divided among the special guarantors in proportion
to their maximum possible liabilities as ordinary guarantors. The following amendments are
involved.

To Article 6, paragraph I, a sentence should be added reading as follows.

" In the case of a Government which was not liable to contribute to the League's expenses
under the scale mentioned in the preceding sentence, the scale of allocation applicable on
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the date on which it became bound by the obligations of the present Convention shall be
substituted for the said scale."

In Article 9, paragraph I, the last sentence should be altered so as to read as follows:

" This maximum shall be determined by dividing the sum total of the maximum
obligations of all the Governments, as ordinary guarantors, among the special guarantor
Governments in proportion to their respective maximum obligations as ordinary guarantors."

These amendments are so worded that they do not require modifications if, as suggested
above, the scale of allocation in force on January ist, 1930, is adopted.

ARTICLE 6. AMOUNT TO BE INSERTED.

The fixing of the maximum sum to be inserted in Article 6 is a task which must, in the last
resort, be reserved to the Conference of Government Representatives which will finally adopt
the Convention. As, however, the Council and the Assembly have asked that a complete text
of a Convention should be elaborated, this point has also to be covered.

In its expose des motifs to the draft Convention (see document A.Io.I929.II, page 3), the
Financial Committee has already stated that the scheme should not, in its opinion, cover less than
a substantial sum. As a purely illustrative figure, the Committee mentioned in the same document
a sum of Ioo million gold francs.

After a considerable further examination of the question, the Financial Committee has decided
to propose the insertion of this sum.

It is of opinion that no lower amount should be decided upon, as this might endanger the
effectiveness of the scheme. The maximum sum fixed in Article 6 will only be available in practice
if all the Members of the League become parties to the Convention. If members paying not more
than three-quarters of the League's budget adhere, the sum available would only be 75 million
gold francs. If members paying two-thirds only of the League's budget adhere, the sum available
would be reduced to 66 2/3 million gold francs. In the case of an actual dispute, even this sum
might not be available in its entirety, because the Council might, in accordance with Article I3
of the draft Convention, have to omit the guarantees of certain Governments.

The guarantees thus available may be placed at the disposal of the first State to be assisted.
But the Council may prefer to use only part of the available guarantees on such a first occasion,
so as to keep part of the guarantees in reserve for later use.

These considerations suffice to show that, for a number of reasons, the amount of the guarantees
which it will be possible in practice to put at the disposal of a State to be assisted will only be a
fraction of the maximum sum fixed in Article 6, and that the prospect of the Convention being
effective either as a help to the State to be assisted or as a deterrent to its opponent would be
seriously prejudiced if the sum were less than Ioo million gold francs.

ARTICLE 12, PARAGRAPH 2 (b). - REMOVAL OF TRUSTEES.

The suggestion has been made in the Third Committee that it might be desirable to require the
unanimity of the Council for the dismissal of a Trustee. The Financial Committee considers that
it is desirable to retain the original text. The requirement of unanimity might unnecessarily
complicate an ordinary administrative measure of a kind which-being a question of procedure
under the ordinary rules of the Council-is usually taken by a majority decision.

ARTICLE 12, PARAGRAPH 6. - LIABILITY OF TRUSTEES.

Certain criticisms were made in the Third Committee of the formula proposed in paragraph 6
with regard to the liability of the Trustees. This formula is, however, in accordance with precedent.
It is, in substance, the same as is employed, for example, in the General Bonds of the Austrian,
Hungarian and Bulgarian loans issued under the League's auspices. If the Trustees are to be made
responsible for errors, the safeguarding clause would have, apparently, little object, since all the
faults of which a Trustee can be guilty seem to be covered by the two categories of breach of duty
and mistake. The effect of a limitation of liability for mistake to cases of serious error-as was
suggested in the Third Committee-would not be clear. Would this mean error having serious
consequences ? Or error of a kind which no responsible person ought to be capable of committing ?
If the latter, it would seem that the nature of the mistake would show that the Trustee was guilty



of a breach of duty in committing it, e.g., that he must have been grossly negligent. It seems
preferable to the Financial Committee to maintain the original text.

ARTICLE 12. - A BODY CORPORATE TO UNDERTAKE THE TRUST.

A suggestion was made by the Third Committee that the Council should be empowered to
appoint a body corporate to perform the functions of the trustees. The Financial Committee is
of opinion that this suggestion would not be an improvement, and that the principle of appointing
persons and not bodies or institutions as trustees should be maintained.

ARTICLE 13. - DEFINITION OF GOVERNMENT.

A proposal was made by the Swedish delegation in the Third Committee to read in paragraph I:
. authorise the Government or other competent authority of such High Contracting Party,"

etc. The word " Government " is not used in the Convention to describe the executive power in
distinction from other organs through which the State acts. The proposed insertion complicates the
text and might raise doubts as to the interpretation of other provisions of the Convention. It
would seem to be appropriate and sufficient if the Swedish representative, at the time of the
conclusion of the Convention, made a statement on this point, to be noted and accepted by the
representatives of the other Governments.

ARTICLE 13. - STATES TO BE EXCLUDED FROM THE GUARANTEE.

The French delegation proposed to substitute for the last two sentences of paragraph I
a single sentence reading as follows:

" The Council may exclude the ordinary guarantee or special guarantee of the Government
of a High Contracting Party if, in its opinion, it would not be desirable in the interest of the
success of the loan that such ordinary guarantee or special guarantee should attach
to the loan."

This appears to be a desirable change, because the existing formula automatically prevents
the loan from enjoying the guarantees of Governments involved in the war or threat of war on the
side of the State which is to benefit by the loan. There might be circumstances in which the
guarantees of such Governments could advantageously attach to the loan. 

In the formula proposed by the French delegation, the substitution of the words " any
Government " for the phrase " the Government of a High Contracting Party " would meet the
case of a High Contracting Party which has more than one Government for the purposes of the
Convention (British Commonwealth of Nations).

ARTICLE 14, PARAGRAPH I. - EMPLOYMENT OF LOAN.

Some of the delegates on the Third Committee have held the view that paragraph i is drafted
in a manner which would not permit conditions regarding the employment of an authorised loan
to be embodied in the Protocol. In order to remove any doubt on this point, the Financial
Committee proposes to insert a new paragraph I (a) reading as follows:

"The Council may make conditions as to the employment of the proceeds of the loan
and the supervision of such employment. These conditions shall be embodied in the Protocol
mentioned in paragraph I."

ARTICLE I4, PARAGRAPH I. - CONTROL OF LOAN SERVICE.

It has also been proposed that rules should be inserted in the Convention to secure
an international control over the service of amortisation and interest of a guaranteed loan. The
Financial Committee fears that to lay down such rules firmly for all cases may lead to certain
complications. In the case of certain loans, an international control of the service might
be desirable, but perhaps not in the case of others. It would therefore seem preferable to leave it
optional for the Council to insist on such a control. It is partly for this reason that the Financial
Committee has inserted in Article 14 the last sentence of paragraph I, which reads:

" The arrangement made by the Council with the borrowing Government in question
shall be embodied in a Protocol duly accepted by the latter."

This elastic provision makes it possible to arrange for a control of the service in the cases
where this would be considered desirable.
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ARTICLE I4, SUB 3 (C) AND ARTICLE 17, SUB 3. - PAYMENTS IN CASE OF WAR.

The observation has been made that the provisions of Article I4, sub 3 (c), and of Article I7,
sub 3, of the proposed Convention, whereby the borrowing Government or the guaranteeing
Governments undertake to pay the service of the loan even in time of war, might in
certain circumstances be inconsistent with the severance of financial relations contemplated
in Article I6 of the Covenant. The Financial Committee accordingly proposes to insert in the
draft the following new article (Article 22 (a)) as the first article of the chapter headed
"General Provisions ":

Article 22 (a).

"The Trustees shall, if so directed by the Council of the League of Nations, suspend.all
payments to or for the benefit of the Government or inhabitants of a territory to which the
financial sanctions provided for in Article I6 of the Covenant have become applicable; the
sums retained by the Trustees shall become payable, together with any interest which they
may have earned, so soon as the Council shall be of opinion that the maintenance of the said
sanctions is no longer justified."

The proposed article merely involves a suspension of payments to the Government and
inhabitants of the territory subjected to financial sanctions under Article I6, until the said sanctions
are removed, and does not affect the operation of Article I4, sub 3 (c), and Article 17, sub 3, the
Trustees continuing in all circumstances to receive the moneys due, whether from the borrowing
Government or from the guarantor Governments.

ARTICLE 15. - CHOICE OF BANK.

The Swiss delegate to the Third Committee has declared that, rif Switzerland did not become
a party to the Convention, the Swiss National Bank would pefer not to accept the tasks
contemplated in Article 15.

Some drafting amendments on this point have been suggested in the Third Committee. The
Financial Committee proposes that Article 15, paragraph 2, should read:

" . . . shall deposit to the order of the Trustees with such Bank or other body as
the Council, as soon as the Convention comes into force or subsequently, may choose either
an 'Ordinary Guarantee Bond', etc."

ARTICLE I7, PARAGRAPH 3. - PROPOSAL BY THE FRENCH DELEGATION.

The French delegation to the Third Committee proposed an amendment to Article i7,
paragraph 3. This amendment being somewhat less clear than the original text, the Financial
Committee would prefer to maintain the latter. The French text of the original may, however,
be improved by reading in the third line:

" . . . lesdits gouvernements. Ces versements auront lieu meme si ces gouver-
nements sont en guerre, etc."

No modification is required in the English text.

ARTICLES 21 AND 25. - QUESTION OF REFERENCE OF DISPUTES TO THE PERMANENT COURT

OF INTERNATIONAL JUSTICE.

The Third Committee suggested that there should be a " non-suspensive right of appeal to
the Permanent Court of International Justice for all questions of interpretation, the Council
deciding upon questions of application ". Without entering into the legal and constitutional
aspects of this subject, the Financial Committee confines itself to a single observation regarding
the financial bearings of the question. It is desirable for the efficacy of the Convention that the
necessary decisions required by it should involve no delay and should be final in character. From
this point of view, the Committee recommends that the present text should not be altered.

ARTICLE 26. - DECISIONS OF THE COUNCIL.

The Third Committee of the Assembly proposed for paragraphs I and 2 a wording which copies
that of the Covenant, namely:

" I. Decisions of the Council under Article I shall require the agreement of all the
Members represented at the meeting other than the representatives of the parties to the dispute;
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"2. All other decisions taken by the Council in virtue of the present Convention shall
be taken by a simple majority of the members represented at the meeting other than the
representatives of the parties to the dispute."

The Committee sees no objection to this proposal from the financial point of view.

ARTICLE 29. - INTERVAL BETWEEN RATIFICATION AND PARTICIPATION.

It was represented in the Third Committee that it might be desirable to provide that an
interval should elapse between the moment when a newly acceding Government ratified the
Convention and the moment when it was allowed to participate in the benefits and obligations
arising from it.

The Financial Committee is of opinion that, in certain circumstances, a provision of this kind
might diminish the efficacy of the Convention and that therefore such a provision should not be
inserted.

ARTICLE 29. - ADHESION OF STATES AFTER THE CONVENTION HAS COME INTO FORCE.

The Financial Committee has examined the suggestion made by one of the delegates to the
Third Committee to the effect that the burden of the guarantees of various loans might be so
divided between the various guaranteeing Governments that, in case all the High Contracting
Parties did not take part in the guarantees of all loans issued under the Convention, nevertheless,
the final burdens borne by them should be proportionate to their maximum liabilities under
Article 6 of the Convention.

The Financial Committee has, with regret, come to the conclusion that, although from a
theoretical point of view it might be desirable to give effect to this suggestion, its adoption would
introduce such complications into the Convention as to make it almost unworkable.

ARTICLES 29 AND 30. - AMOUNTS TO BE INSERTED.

The Financial Committee is of opinion that the Convention should not come into force,
or continue to remain in force, unless Members of the League paying at least half of the League's
budget are willing to be bound by it. If this principle is accepted, and the figure of Ioo million
gold francs is inserted in Article 6, a figure of 50 million gold francs should be inserted in Articles 29
and 30.

ARTICLE 30. - CESSATION OF LEAGUE MEMBERSHIP BEFORE THE EXPIRATION OF THE CONVENTION.

The question was raised in the Third Committee, What should be the position of a party
to the Convention at the cessation of its membership of the League ?

Under the present text of the Convention, such a High Contracting Party would remain
a party to the Convention so long as it had not denounced it in accordance with Article 30,
paragraph 2, and the period subsequent to the denunciation therein contemplated had not elapsed.
So long as it remains a party to the Convention, and although it may have ceased to be a Member
of the League, it will continue to be bound by the obligations of the Convention and will continue
to enjoy its benefits.

The Financial Committee sees no reason to propose modifications to these provisions.

ADDITIONAL ARTICLE. - RELATION WITH THE DISARMAMENT CONVENTION.

The Third Committee asked the Financial Committee to examine the text adopted upon this
subject in the Third Committee.

The Financial Committee considers that this question does not lie within its immediate
province.
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3. REPORT OF THE COMMITTEE ON ARBITRATION
AND SECURITY

AND THE

INTRODUCTORY NOTE TO THE DRAFT CONVENTION.

(Extract from the Report on the Work of the Fourth Session of the Committee.)

(Document A.II.I 9 30.VII.)

REPORT PRESENTED BY HIS EXCELLENCY M. COBIAN.

The scheme for financial assistance, which originated in a proposal made by the Finnish
delegation to the Preparatory Disarmament Commission in I926, has already been on the agenda
of the Committee on Arbitration and Security at its second and third sessions.

It was again referred to the Committee on Arbitration and Security by the tenth Assembly
in virtue of the following resolution:

"The Assembly:
"Having examined the draft Convention on Financial Assistance drawn up by the

Financial Committee:
" Noting that the determination of the cases in which this assistance could or should

be granted is in close relation with the general problem of the definition of the aggressor
and with that of the means of preventing war, and that the connection between financial
assistance and the reduction and limitation of armaments has been recognised and should
be thoroughly examined;

"Taking into consideration the various amendments which have been submitted,
several of which necessitate adjustment in the technical machinery of the plan of assistance,
whereas others are of a political character;

" Requests the Council to take steps to ensure the early establishment of a complete
text capable of being submitted to States for signature at the earliest possible date.

"It accordingly suggests that the Council should instruct the Committee on Arbitration
and Security to draw up this text in co-operation with the Financial Committee. The text
would, after it had been communicated to the Governments, be submitted for the approval
either of a special conference or at the latest for that of the next Assembly."

In accordance with its instructions, the Financial Committee, at its thirty-seventh session,
reconsidered the preliminary draft which had been submitted to the tenth Assembly, in the light
of the observations made in the Third Committee. The conclusions it reached have already been
submitted to the Council (document C.Io5.M.29.I930.II).

In the course of its work, the Committee on Arbitration and Security considered these
conclusions with the valuable assistance of M. de Chalendar, M. Janssen, M. Pospisil and Sir
Henry Strakosch, who were delegated by the Financial Committee.

The findings of the Committee on Arbitration and Security, which are set out in the present
report and the annexes thereto, received the full and entire approval of the Financial Committee's
delegates.

The resolution of the tenth Assembly contemplates the establishment of a complete text
to be submitted to States for signature, and specifies that this text will be submitted either for
the approval of a special Conference or, at the latest, for that of the next Assembly. In the
relatively short interval which will elapse before September, it would be very difficult to hold a
special conference. Moreover, the appended draft has been exhaustively studied in all its details,
so that it scarcely seems necessary that a special conference should be held. In these circumstances,
the Committee on Arbitration and Security is of opinion that the final text can be established
during the next Assembly.

Should the Council decide to follow this procedure, it would be desirable to ask the Governments
Members of the League to invest their delegates to the Assembly with full powers to examine
and, if judged expedient, sign the Convention.

INTRODUCTORY NOTE

TO THE DRAFT CONVENTION FOR FINANCIAL ASSISTANCE.

The principle underlying the draft Convention for Financial Assistance is this: that in the
event of war, or of an international conflict likely to lead to a rupture, a State Member of the
League should be given prompt and effective financial assistance in order to restore or
preserve peace. 1

1 As regards this principle see also on page 25 the reservation made by certain delegations concerning Article 2.
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This assistance, it is proposed, should take the form of loans guaranteed by the contracting
States.

Having regard to the instructions given by the Assembly, the draft which the Committee
on Arbitration and Security has prepared with the help of the Financial Committee embodies
the complete text of a convention. The Committee realised, however, that certain points ought
to be left to the judgment of the plenipotentiaries who will establish the final text of the Convention.
It has accordingly done no more than offer indications, leaving it to the plenipotentiaries of the
contracting Powers to come to a decision on the points in question, which are the following:

(I) The annual amount up to which the contracting parties undertake to guarantee
the interest on, and amortisation of, loans floated in virtue of the Convention (Article 7);

(2) The date of the scale of contributions to the League's expenses which is to form the
basis for the allocation of the guarantee; the Committee would point out that, should the date
mentioned in the draft be changed, it would be necessary to fix a date prior to the establishment
of the text, and as early as possible, so that the Governments could be apprised in advance
of the limits of the maximum liabilities they may be required to assume (Article 7);

(3) The minimum sum to be covered by the ordinary and special guarantees in order
that the Convention may come into force or remain in force. The Committee on Arbitration
and Security and the Financial Committee consider that this minimum sum should be fixed
at half the maximum sum specified in Article 7 (Articles 32 and 34);

(4) The date of expiry of the Convention (Article 34).

* *

Some of the questions raised in the Committee on Arbitration and Security were technical
and financial, while others were political.

For the technical and financial questions, the members of the Committee on Arbitration
anil Security were guided by the Financial Committee's report and by the opinions expressed by
the delegates of the Financial Committee.

The principal questions of a political character relate to the following articles:

I. Cases of Application of the Convention. - The Committee decided to treat separately
in Articles I and 2 the case of war and the case of an international dispute likely to lead to a rupture,
the application of financial assistance in the last-named case being subject to special conditions.

Further, the Committee deemed it expedient to give effect to the desire expressed by
certain delegations that the State receiving assistance should be obliged to enter into certain
undertakings.

(a) The Case of War. - The question raised in connection with Article i was whether,
in case of war, it was the duty of the Council to grant financial assistance, or whether it might
grant it according to circumstances. The different views put forward are embodied in the draft
which was adopted. It was recognised as a principle that, in the case of a war in breach of
international obligations, the State attacked has the right to financial assistance, but that, on
the other hand, the Council possesses discretionary powers to take a decision constituting a
departure from this principle.

As regards the undertaking which the party applying for financial assistance would be
required to enter into, namely, to comply with the provisional recommendations of the Council,
the majority of the Committee was of opinion that in case of war the question did not arise.

(b) The Case of an International Dispute likely to lead to a Rupture. - In Article 2 the
Committee replaced the expression "case of threat of war " by the expression "case of an
international dispute likely to lead to a rupture ".

The text adopted by the majority of the Committee allows the Council to grant financial
assistance if, inter alia, either of the parties to the dispute whether Member or non-Member
of the League has refused or neglected to conform to the measures taken by the Council to
safeguard peace.

The Canadian delegation thought that it would be preferable to limit to the case of war
the application of financial assistance. The delegations of Germany, Italy and Japan made
reservations. They were of opinion that the Council should not authorise a loan before war
had broken out. The following text was proposed instead of Article 2:

" If, in a crisis, the Council considers that there is a danger of war, it may notify the
parties to the dispute that financial assistance will be granted to the State against which
one of the parties to the dispute goes to war. At the same time the Council will take all
preparatory measures in order that financial assistance may be promptly accorded directly
war breaks out."

2. Question of spreading the Service of the Amortisation of the Loan over a Period in Instalments.
- The question arose, in connection with Article 5, whether it would be possible to provide for
rapid amortisation, starting from the very beginning, and to spread it over the whole period of
the loan in equal instalments.

The Financial Committee was of opinion, however, that this procedure would involve serious
technical and financial difficulties from the standpoint both of the issue of the loan and of the
interests of the borrower.

The Committee on Arbitration and Security accepted the Financial Committee's view,
but the Italian delegation reserved the freedom of the financial representatives of their country
to question this decision should they think fit.



- 26 

3. Definition of Governments which will be empowered to contract the Guaranteed Loan. 
The Swedish delegation proposed, for reasons connected with the Swedish constitution, that
mention should be made in the Convention not merely of " the Government " but also of " any
other competent authority" as having power to contract a loan.

The Committee was of opinion that it would suffice for the Swedish representative, when the
Convention was concluded, to make a declaration on this point, which would be noted and accepted
by the representatives of the other Governments.

4. Employment of Loan. - The Committee deemed it expedient to provide for the possibility
of the Council making conditions as to the employment of the proceeds of the loan and the
supervision of such employment. In order to dispel all doubt on the point, a special clause has
been inserted in paragraph 2 of Article 9.

5. Participation of States not Members of the League. - The question arose whether it would
not be expedient to provide for the possibility of States not Members of the League acceding to
the Convention.

It appeared to the Committee that the admission of non-Member States would encounter
both technical and constitutional difficulties. The Committee, nevertheless, decided to provide
for the participation of non-Member States in guaranteeing particular loans as provided in
Article 23.

6. Undertaking to facilitate the Issue of Guaranteed Loans. - The Committee on Arbitration
and Security, in agreement with the representatives of the Financial Committee, decided that it
would be well to provide, not only that the guarantor States should undertake to facilitate on their
financial markets the issue of the loans authorised by the Council, but that they should also
undertake to abstain from any measure calculated to compromise the efficacy of the financial
assistance.

A clause of this nature inserted in Article 25 must obviously be of positive value in
supplementing and reinforcing the direct measures provided for in Articles I and 2.

7. Disputes relating to Interpretation and Application. - The Committee on Arbitration and
Security, in agreement with the Financial Committee, is of opinion that, if the Convention is to be
efficacious, it is essential that decisions that may be taken under Articles 22 and 27 should not
involve delay in the application of the Convention, and that they should be of a final character.
Accordingly, any dispute relating to the interpretation or method of application of the Convention
should be settled, in the last resort, by decision of the Council.

The suggestion put forward at the last Assembly to the effect that such decisions should rest
with the Permanent Court of International Justice would tend to compromise the very delicate
financial mechanism of the Convention by making it possible to re-examine decisions on the basis
of which certain financial undertakings had been entered into.

8. Rules for Voting in the Council. - The Committee has adhered, as far as possible, in the
wording of Article 28, to the terminology of the Covenant.

9. Connection between the Convention and Article I6 of the Covenant. - The Committee
considered it advisable to insert, at the close of the General Provisions in the Convention, a clause
(Article 29) making it clear that the provisions of the Convention cannot be construed as affecting
the rights and obligations of the contracting parties under the provisions of Article I6 of the
Covenant.

io. Final Clauses. - After examining the suggestions put forward at the last Assembly, the
majority of the Committee was of opinion that it was essential to establish a link with the Disarma-
ment Convention, and made the entry into force of the Convention on Financial Assistance
conditional on Article 35, not only upon the entry into force of a plan for disarmament in conformity
with Article 8 of the Covenant, but also on the maintenance of such plan.

A difference of opinion was manifested on this point. One section held that according to
Article 8 of the Covenant they ought not to contemplate the possibility of the plan for the limitation
and reduction of armaments, once it had been adopted, ceasing to be maintained, even with the
revisions provided for in that article.

This view was opposed by other delegations, which held the opinion that, even within the
limits of Article 8 of the Covenant, it was possible that the contemplated plan might cease to be
in force.

For that reason, certain delegations made reservations in regard to the text adopted by the
majority.

The decision to provide for correlation with the disarmament plan involved the complete
re-casting of the clauses of the Protocol.

Further, for the reasons mentioned in the observations relating to Article 23, the Committee
on Arbitration and Security was of opinion that a State which ceases to be a Member of the League
of Nations should automatically cease to be a party to the Convention on Financial Assistance,
though it would still be bound by its obligation as a guarantor of loans already authorised.

Further, several delegations suggested that it might be desirable, in order to encourage States
to accede to or ratify the Convention, to prevent those which have not acceded to it until after its
entry into force from benefiting by the Convention until after a certain interval has elapsed since
their ratification or accession.

The majority of the Committee did not think it advisable to accept this suggestion at the
present juncture.
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4. SYNOPTIC TABLE OF THE TEXTS AND SUGGESTIONS

SUBMITTED IN REGARD TO THE DRAFT CONVENTION ON

FINANCIAL ASSISTANCE

CONTAINING THE PRELIMINARY DRAFT SUBMITTED TO THE TENTH ASSEMBLY, THE

SUGGESTIONS MADE IN THE THIRD COMMITTEE OF THE TENTH ASSEMBLY, THE

PROPOSALS AND OBSERVATIONS OF THE FINANCIAL COMMITTEE AT ITS THIRTY-

SEVENTH SESSION, AND THE SUGGESTIONS SUBMITTED BY GOVERNMENTS TO

THE COMMITTEE ON ARBITRATION AND SECURITY AT ITS FOURTH SESSION.

Text submitted to the Tenth Assembly Third Committee of the Financial Committee
(document A.IO.I929.II). Tenth Assembly. (document C.A.S.87).

DRAFT CONVENTION

ON FINANCIAL ASSISTANCE.

PREAMBLE.

(Heads of States.)

Recognising the importance of creating a
system of financial assitance to be given in the
event of war or threat of war with a view to
restoring or safeguarding the peace of nations;

Considering that this object may best be
achieved by means of an international conven-
tion;

Have appointed as their plenipotentiaries for
this purpose:

Who, having communicated their full powers,
found in good and due form, have agreed as
follows:



Ar
Text submitted to the Tenth

Assembly Third Committee
(document A.0o.I929.TI).

Text drawn up by the Sub- Amendment submitted by the
Committee: French delegation to the

"In order to safeguard the proposal of the Sub-Coi-
peace of nations in conformity mittee:
with the aims of the Covenant, The French delegation requests
it is agreed: that the words "the Council

(a) If a State, in violation should" be replaced by the
of its international obligations, words "it shall be the duty of
resorts to war against a High the Councilto ".
Contracting Party, the Council,
seized in virtue of the Cove-
nant and at the request of that
Party, should decide that the
financial assistance provided
for in the present Convention
shall be accorded to the said
Contracting Party."

Article I.

The financial assistance
provided for by the present Proposal by the British delegation Proposal by the French delegation:

Convention shall be given (supported by the Finnish " (b) Further, if two or more
in any case of war or threat delegation, among others) : States have undertaken under
of war in which the Council " (b) If the Council, in pursuit conditions to be defined by a
of the League of Nations, of its duty under the Covenant, Convention on the means of

shall, in any international dispute preventing war, or undertake
seized in virtue of the Co- likely to lead to war, have taken before the Council to carry out
venant, decides that, as a action to safeguard peace, then, the measures recommended by
measure to restore or safe- if either of the parties to the the Council in order to prevent
guard the peace of nations dispute shall refuse or neglect to or arrest hostilities between them,
in accordance with the comply with any directions given the Council may declare that it

by the Council in furtherance of will accord financial assistance
objects of the Covenant, such action, the Council may to those of the States in question,
such assistance shall be accord financial assistance to the being parties to the present
accorded to a High Con- other party." Convention, to whose detriment
tracting Party involved in the said measures have been
the war or threat of war. infringed."

Additional proposal to the British and French
proposals submitted by the British, Danish
and Swedish delegations for addition to the
end of the above paragraph:

"However, before granting financial assistance,
the Council shall try to use all appropriate measures
to stop the conflict by mediation or other means."

Last paragraph proposed by the Sub-Committee:

" (c) The financial assistance referred to in
paragraph (b) of the present article shall only be
granted by the Council subject to the previous
undertaking of the State involved:

" (I) To accept and apply the provisional
recommendations which may be made by the
Council with a view to preventing the aggrava-
tion of the situation or to the re-establishment
of peace, and

" (2) To accept the Council's mediation or
the arbitral or judicial settlement of the dispute."



Tenth Assembly. Financial Committee (document C.A.S.87). Observations by the Governments.

CASE 01 WAR.

Amendment submitted by the Reservation made by the Danish and Sweedish dele ga- Text suggested by the British Government: Text proposed by the Finnish Government:
German and Itaia ddega- tions. "(a If a Stte in violation of its international obligations, resorts to war " If a State, in violation of its international
lion to the prpsloh The Danish and Swedish delegations accept the against a High Contracting Party, the Council, seized in virtue of the Covenant, obligations, resorts to war against a State which
Sub-Committee: wording proposed by the majority of the Sub- and at the request of that Party, may decide that the financial assistance provided is a party to the present Convention, the Council,

The words " the Council should Committee only on condition that the following fo in the present Convention shall be accorded to the said Contracting Party. at the request of that party, should decide that
decide " should be replace by the stipulation, proposed by the Sub-Committee for the financial assistance provided for in the

words "the Council may decide",~ the case of a threat of war, is also applied to the . . . . . . . . . . .... rsn ovninsalb coddt t h
case of war: ". "(b)The financial assistance referred to inparagraphs () and . . . of the financial assistance may be made subject to the

"The financial assistance referred to in para- present Article shall only be granted by the Council if the State involved: condition that the said State shall undertak~e for
graph (b) of the present article shall only be it par to ^ accept a judicial settlement of the
granted by the Council subject to the previous " (it) Accepts and applies the provisional recommendations which may dispute. 
undertaking of the State involved: be made by the Council with a view to preventing the aggravation of the (Document C.A.S.1o2.)

" (it) To accept and apply the provisional situation or to the re-establishment of peace; and
recommendations which may be made by the " (z) Accepts^ the Council's mtediation or the arbitral or judicial
Council with a view to preventing the aggrava- settlement of the disputes."
tion of the situation or to the re-establishment (Document C.A.S.99.)
of peace, and

"(2) To accept the Council's mediation or the*
arbitral or judicial settlement of the dispute."

CASE OF THREAT OF WAR.

Proposal by the German and Observations. The Financial Committee made the followeing observations: Observation by the Danish Government:* Text suggested by the British Text proposed by the Finnsh Government:
Italian delegations: (a) The actual mechanism of the scheme is consistent with application in Fro th poin of vie of principle, Government: "I th^e event of an imminent danger of rupture,

"(b) If in a crisis the Council -time of war, or the time that precedes war, or both. .. the Danish Government feels some ({b) If the Council, in pursuit of its the Council may accord financial assistance to a
considers that there is a danger (b If the sceei available before a crisis has developed into war, it is, of doub as to th utiit of affording duty under the Covenant, shall, in any State which has applied to the Council for this
of war, it may notify the two ^ ^ reoreithhadofteCuclnisefrstopvnt financial assistance in the case of a international dispute likely to lead to purpose, if the circumstances show that the
parties to the dispute that finan- acua wa bein resorted to. To the extent to which the possession of this extra thea of wa war have decided to take action to applicant State is obviously threatened by another
cial assistance will be granted to resource is likely to reduce the risk of the obligation of Member States to apply safeguard peace, then, if either of the State, and on condition that the applicant State
the State against which one of the sanctions which would entail great loss of unknow/n extent becoming effective. . .... . . .. parties to the dispute shall refuse or undertakes to accept the Council's mediation or
parties to the dispute goes to potential guarantors have an additional inducement to accept the definitely limited The Danish Government is, however, neglect to comply with directions given the judicial or arbitral settlenment of the dispute.
war. The Council miay add this responsibility prescribed in the scheme. It would be outside the competence of prepared to agree to the granting of by the Council in furtherance of such " If the Council, in pursuit of its duty under the
notice to the recommendations th Fiania Committee (and the views of individual members might differ) to financial assistance to a State threat- decision, the Council may accord fi- Covenant and acting within the limits of the rights
that it may make in virtue of attempt to estimate the extent to which the availability of financial assistance in ened with aggression on condition that, nancial assistance to the other party. it derives either from the Covenant or from general
Article il of the Covenant." tim of crsi wil reuc the rik of acua war buheCmmte considers that beor suc assistance is granted, the "Before granting financial assis- or speia conventions applicable to the case, shall,

it ough to poin ou tha thi is a factor which needs to be borne in mind. Council shall have tried every appro- tace th oni hl r oueal i n international dispute likely to lead to a
(c) It is necessary also to point out that the conditions affecting the issue of astbrnthdipeton rn +e e r ^e utrhveakncintorvnthegr-

a loan will be different when there is a crisis which has not developed into actual prat meansh meitobiong the dispt toy an aprpraeheauest stopthe^ rupture hav stuaknation adto prfeventd theaggra
war (and when the general economic life of- the world has not been also disturbed way A further condition in every case ^niiu ii~uiu L^ ~i. ^^^ ate btut h oni'
by the application of sanctions) from those which would exist whien the stage of where there is any question of granting " (c) The financial assistance re- measures, the Council may declare that it will
both war and sanctions had been reached. financial assistance - whether there ferred to in paragraphs . . . and (b) of accord the financial assistance to the other

It is true of course that, if the Council were to authorise the issue of a loan is an actual aggression or merely a the present Article shall only be Contracting Party to the present Convention.
on behalf of one State at a stage or under conditions which left potential subscribers thea of aggression - must be that granted by the Council if the State The financial assistance, however, may be made
uncertain as to whether Member States would not be ranged on the side of the other th Stat concerned shall have bound involved: subj ect to the condition that the State to which
disputant at a later stage of the conflict, this uncertainty might itself adversely itel in advancei to accept and carry " (it Acet an aple the ti core hl iv rvos netkn
affect the issue. ou suc provisional measures as the itcet adapie is acore shalefl gietatpevintous unetakingut

If, on the other hand, it may be assumed that the Council, acting as it will be by Council may decide upon with the provisional recommendations which toracp the p eacefulinsettlemento of the droisputel
unanmity(apart from the disputants),would not authorise an issue in such circum- obec of preventing any aggravation may be mad by th Coucilwith a orecthenputtingnnt excution Cofunclmy prvsoale

stances, the conditions for the issue of the loan in a time of crisis would be more ofth situation or restoring peace, of tew stuareetiongot the agre-esta- wit a vie to safeguarding peace."
favourable than if actual hostilities and sanctions were either or both in operation. an to acep th Council's mediation, bl. f and (Dcmn C.A.S-eota)

Here, again, it is obviously not for the Committee to express any opinion on -judicial decision or arbitration. bishment o peace, n Dcmn .~.0.

The Danish and Swedish delegations, referring the way in which the Council would, in the event, use the new instrument entrusted " (2) Accepts the Council's me-
to the reservation made on the wording proposed to it. But it has thought it right to make the above comments as to the considerations (Document C.A.S.9i.) diation or the arbitral or judicial
by the majority of the Sub-Committee in case of relevant to the conditions of issue. settlement of the disputes."
war, desire the words " referred to in para- loan As the outbreak of actual war may be averted after the issue of a guaranteed (ouetCAS9.
graphs (a) and (b) ". loand as in that case it might not be necessary or desirable for the State in (ouetCASQ.

question to have the free disposal of the whole proceeds of the loan, the Financial
The French delegation makes its approval of Committee desires to state that it would be quite practicable, from a technical

Section (it) of this paragraph subject to the final Poit of iew, to provide that the proceeds of the loan should be placed under the
drafting of the second paragraph (paragraph (b)). control of the Council, who could release it by instalments and insert such conditions

and precautions as may seem desirable.
Incidentally, such a provision for control and conditional release might perhaps

enable the Council to safeguard against some of the dangers which it is observed
some delegates felt might be involved in the unconditional supply of considerable
financial resources to one of the disputants at a preliminary stage of a conflict.
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Text submitted to the Tenth Assembly (document A.IO.1929.II).

Article 2.

The financial assistance of the High Contracting Parties shall take the form of ordinary
guarantees and special guarantees covering, as below provided, the service of loans (which term
shall include short-term credits) contracted in accordance with the present Convention.

Article 3.

For the purposes of the present Convention, the service of a loan comprises the sums payable
in each year for interest and amortisation, under the terms of the loan contracts.

Article 4,

No loan contracted under the present Convention shall be for a period exceeding thirty years.
In order to facilitate, so soon as circumstances permit, the discharge of the ordinary guarantor and
special guarantor Governments from their obligations in regard to the loan, a Government
contracting a loan under this Convention shall, if possible, reserve the right to repay it before the
end of its full period of maturity.

ORDINARY GUARANTEES.

Article 5.

Each High Contracting Party hereby undertakes and recognises that the Governments of the
territories for which he becomes a party to the present Convention severally guarantee as ordinary
guarantors, to the extent and in the manner set out in the following articles, the due payment of
the annual service of the loans which are contracted in accordance with the Convention. The
said ordinary guarantees attach to each loan in virtue of the present Convention from the moment
at which the loan is authorised, without any further action or consent on the part of the guarantor
Government.
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a) to 5.

Third Committee of the Financial Committee O 
Tenth Assembly. (document C.A.S.87). Observations bythe Governments.

Additional Article to Article i. Additional Article to Article I. AdadditionalArticleto Articlei.

Proposal by the French dele- The Financial Committee The Finnish Government
gation, supported by the considers that, from a financial proposes the text submitted
Spanish, Finnish and Ne- point of view, a clause of this by the French delegation to
therlands delegations, to kind is desirable and that the Tenth Assembly, which is
add the following article to it logically follows from the shown opposite.
the Convention: main intention of the Con-

vention.
" Without prejudice to the Text proposed by the British

obligations arising from Article Government:
I6 of the Covenant, the High
Contracting Parties undertake "Without prejudice to the
to give no help, direct or obligations arising from Article
indirect, to any Powers that I6 of the Covenant, the High
may be involved in hostilities Contracting Parties undertake
against a High Contracting to give no help, direct or
Party to which the financial indirect, to any Powers that
assistance provided for by the may be involved in hostilities
present Convention has been against a High Contracting
accorded." Party to which the financial

assistance provided for in the
present Convention has been
accorded in connection with
the said hostilities or with
the dispute out of which they
arose. "

(Document C.A.S. 99).
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Text submitted to the Tenth Assembly (document A.IO.I929.II).

Article 6.

I. Subject to the provisions of Article I8 regarding payment of interest in the event of
default, the annual liability which can fall to the charge of any Government in the capacity of an
ordinary guarantor, in respect of all the loans contracted in accordance with the present Convention,
is limited to a maximum. This maximum shall be a sum bearing the same proportion to

........ million gold francs as the contribution to the League's expenses payable by the
Government, under the scale of allocation applicable on the date of the entry into force of this
Convention, bears to the total contributions due from all the Members of the League.

2. The Council shall, as soon as possible, notify to the various Governments the maximum
annual liabilities which result for them from the provisions of paragraph I.
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6.

Third Committee of the Tenth Assembly. Financial Committee (document C.A.S.87).

Ad Article 6. Ad Article 6.

Paragraph I. - Date of Scale of Allocation. Paragraph I. - Date of Scale of Allocation.

It was suggested in the Third Committee of the The Committee thinks that this idea is irrecon-
Assembly that the liabilities of the guarantor cilable with the view taken that the Governments
Governments in respect to a particular loan ought will desire to know the extent of their maximum
to be apportioned on the basis of the shares of possible liabilities as soon as possible, preferably
the League expenditure which they bear at the before they become parties to the Convention.
date of authorisation of the loan. The Financial Committee thinks it desirable,

however, to adopt a basis, not the scale of alloca-
tion applicable on the date of the entry into force
of the Convention, but the scale applicable on an
earlier date, for instance, on January rst, I930,
and to draft the paragraph as follows:

"Subject to the provisions of Article I8
regarding payment of interest in the event of
default, the annual liability which can fall to
the charge of any Government in the capacity
of an ordinary guarantor, in respect of all the
loans contracted in accordance with the present
Convention, is limited to a maximum. This
maximum shall be a sum bearing the same
proportion to Ioo million gold francs as the
contribution to the League's expenses payable
by the Government, under the scale of allocation
applicable on January ist, I930, bears to the
total contributions due from all the Members of
the League."

Case of a State becoming a Member of the League Case of a State becoming a Member of the League
of Nations and a Party to the Convention after of Nations and a Party to the Convention after
the latter has entered into force. the latter has entered into force.

It is a defect, as was pointed out in the Third The Financial Committee pointed out that this
Committee of the Assembly, that provision is not lacuna exists both in Article 6 and in Article 9. It
made for the case of a State becoming both a proposes to add to Article 6, paragraph i, a
Member of the League and a party to the Conven- sentence worded as follows:
tion after the latter has entered into force. c r c"In the case of a Government which was not

liable to contribute to the League's expenses
under the scale mentioned in the preceding
sentence, the scale of allocation applicable on
the date on which it became bound by the
obligations of the present Convention shall be
substituted for the said scale."

Amount to be inserted.

The Financial Committee points out that the
fixing of the maximum sum to be inserted in
Article 6 is a task which must, in the last resort, be
reserved to the Conference of Government repre-
sentatives which will finally adopt the Convention.
As, however, the Council and the Assembly have
asked that a complete text of a Convention should
be elaborated, this point has also to be covered.

After a considerable further examination of the
question, the Financial Committee has decided to
propose the insertion of a sum of Ioo million
gold francs.
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Text submitted to the Tenth Assembly (document A.o1.1929.II).

SPECIAL GUARANTEES.

Article 7.

Subject to the provisions of Article Io, a High Contracting Party may accept the obligations
of a special guarantor in respect of the Government of any of his territories. Such Government
is thereby constituted a special guarantor, and the guarantee which it accords to loans to be
contracted in accordance with the present Convention shall be a special guarantee within the
meaning of the present Convention, without any further action or consent on the part of the
Government.

Article 8.

The special guarantees are created for the purpose of strengthening the security on which a
loan contracted in accordance with the present Convention is issued by ensuring that the service
of such loan shall be guaranteed for its full amount, not merely by all the guaranteeing Governments
as ordinary guarantors, but also by a small number of Governments which, as special guarantors,
will bear, within the limits of their special guarantees, the risk of any delay in the payment of the
amounts due from any of the other Governments as ordinary guarantors. The amount covered
by each special guarantee accordingly includes the amount of the Government's liability as an
ordinary guarantor together with an additional amount, and it is determined, as provided below,
in such manner that the total of the additional amounts thus guaranteed by the special guarantor
Governments will equal the total amount guaranteed by the Governments which are ordinary
guarantors only. In the event of a default by the borrowing Government on the service of the
loan, the total amount covered by a special guarantee is payable in full, but the sum paid by a
special guarantor Government in excess of its liability as an ordinary guarantor is reimbursable,
after the service has been met, out of the balance of the amounts collected from the guaranteeing
Governments.

Article 9.

i. Subject to the provisions of Article I8 regarding the payment of interest in the event of
default, the annual liability which may fall to the charge of any special guarantor Government
in respect of all the loans contracted in accordance with the present Convention is limited to a
maximum which includes the Government's obligation as an ordinary guarantor and the additional
amount covered by its special guarantee. This maximum shall be determined by dividing the
sum total of the maximum obligations of all the Governments, as ordinary guarantors, among the
special guarantor Governments in proportion to the contributions due from them to the expenses
of the League of Nations under the scale of allocation applicable on the date of entry into force of
the present Convention.

2. The said maximum liabilities of the special guarantor Governments shall be notified to
them by the Council of the League of Nations as soon as possible. They shall be revised by the
Council, in the event of any change in the number of Governments which are ordinary guarantors
or of those which are special guarantors, as soon as possible after such change has occurred.

Article Io.

The following Governments may be special guarantors under the present Convention:

(a) The Governments of permanent Members of the Council of the League of Nations;
(b) The Governments of other Members of the League which are unanimously invited

to become special guarantors by those Governments which themselves are special guarantors.
Such invitation may be. given either before or after the entry into force of the Convention.

Acceptance of the obligations of a special guarantor may be intimated at the moment of
signature or at that of ratification or at the moment of accession to the Convention, or subsequently
by a declaration in writing deposited with the Secretary-General of the League of Nations, who
shall notify such acceptance to all the Members of the League.

Article II.

The Secretary-General of the League of Nations shall send to the Trustees provided for in
Article 12 a certified true copy of each notification of its maximum liability made to a Government
in execution of Article 6 or Article q.
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11.

Third Committee of the Tenth Assembly. Financial Committee (document C.A.S.87).

Ad Article 9. Ad Article 9.

Paragraph i. - Case of a State becoming a Member Paragraph I. - Case of a State becoming a Member
of the League of Nations and a Party to the of the League of Nations and a Party to the
Convention after the latter has entered into Convention after the latter has entered into
force. force.

It is a defect, as was pointed out in the Third The Financial Committee proposes that the
Committee of the Assembly, that provision is not last sentence of Article 9, paragraph I, should be
made for the case of a State becoming both a modified and should read as follows:
Member of the League and a party to the Conven- "This maximum shall bedetermined by
tion after the latter has entered into force. dividing the sum total of the maximum obliga-

tions of all the Governments, as ordinary
guarantors, among the special guarantor Govern-
ments in proportion to their respective maxi-
mum obligations as ordinary guarantors."



Articl

Text submitted to the Tenth Assembly (document A.IO.1929.II).

TRUSTEES.

Article 12.

I. Upon the entry into force of the present Convention, the Council of the League of Nations
shall appoint five persons to act as Trustees of loans contracted in accordance with the Convention.
The Trustees shall be nationals of the Swiss Confederation and habitually resident in Switzerland.

2. (a) The Trustees shall be appointed for periods of five years. At the end of their term of
office, they may be reappointed for the like or any less period. A Trustee may at any time resign
on giving three months' previous notice in writing to the Council of the League of Nations.

(b) The Council of the League of Nations may at any time remove a Trustee.
(c) In the event of a vacancy occurring for any reason in the office of Trustee, the Council

of the League of Nations shall without delay appoint another Trustee. If, in his opinion, it is
necessary to do so, the Acting President of the Council may appoint a person to act until the
vacancy is filled by the Council.

3. (I) The Trustees shall appoint from their number a Chairman and Deputy-Chairman
and draw up their rules of procedure subject to the provisions of the present Convention. Except
in the case mentioned in Article 15, paragraph I, meetings shall be convened by the Chairman,
or, if he is unable to act, by the Deputy-Chairman.

(2) Three Trustees shall constitute a quorum. All decisions may be taken by a majority;
in case of equality of votes, the presiding Trustee shall have a casting vote.

(3) The Secretary-General of the League of Nations shall be entitled to be present or be
represented at all meetings of the Trustees.

(4) The expenses incurred by the Trustees in executing their functions in connection with
any loan and such honoraria for the performance of those functions as may be fixed by the Council
of the League of Nations shall be paid by the borrowing Government.

(5) The Council of the League of Nations may advance to the Trustees the amounts referred
to in paragraph (4); any sum so advanced shall be repaid to the League by the borrowing
Government.

(6) No Trustee shall incur any personal liability in the execution of his functions as
Trustee, except for a breach of his duties knowingly and intentionally committed by him.

(7) The Trustees shall report annually to the Council of the League of Nations upon the
execution of their functions as Trustees of each loan contracted in accordance with the present
Convention; they shall be entitled at any time to bring to the attention of the Council any
difficulties experienced by them in performing such functions.

AUTHORISATION OF LOANS.

Article 13.

I. Where the Council of the League of Nations decides, in virtue of Article I, that a High
Contracting Party shall receive financial assistance under the present Convention, it shall
authorise the Government of such High Contracting Party to issue a loan enjoying the ordinary
guarantees and the special guarantees resulting from the Convention. The Governments of
those High Contracting Parties whom the Council declares to be involved in the war or threat
of war shall be excluded from being guarantors. The Council may exclude the ordinary guarantee
or special guarantee of any Government if, in its opinion, it would not be desirable that such
ordinary guarantee or special guarantee should attach to the loan.
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and 13.

Third Committee of the Tenth Assembly. Financial Committee (document C.A.S.87).

Ad Article 12. Ad Article 12.

Paragraph 2 (b). - Removal of Trustees. Paragraph 2 (b). Removal of Trustees.

The suggestion has been made in the Third The Financial Committee considers that it is
Committee that it might be desirable to require desirable to retain the original text.
the unanimity of the Council for the dismissal
of a Trustee.

Paragraph 6. - Liability of Trustees. Paragraph 6. - Liability of Trustees.

Certain criticisms were made in the Third Com- The Financial Committee considers that it is
mittee of the formula proposed in paragraph 6 desirable to retain the original text.
with regard to the liability of the Trustees.

A Body Corporate to undertake the Trust. A Body Corporate to undertake the Trust.

A suggestion was made by the Third Committee The Financial Committee is of opinion that this
that the Council should be empowered to appoint suggestion would not be an improvement, and that
a body corporate to perform the functions of the the principle of appointing persons and not bodies
Trustees. or institutions as Trustees should be maintained.

Ad Article I3. Ad Article 13.

Concordance with Article I.

The French delegation proposed to substitute
the word " recognises " for the word " decides ".

Definition of Government. Definition of Government.

The Swedish delegation proposed in the Third The Financial Committee is of opinion that it
Committee to draft a passage in paragraph I as would be sufficient if the Swedish representative,
follows: ". . . authorise the Government or at the time of the conclusion of the Convention,
other competent authority of such High Contract- made a statement on this point, to be noted and
ing Party. . .", etc. accepted by the representatives of the other

Governments.

States to be excluded from the Guarantee. States to be excluded from the Guarantee.

The French delegation proposed to substitute The Financial Committee proposes to read:
for the last two sentences of paragraph I a single "The Council may exclude the ordinary
sentence reading as follows: guarantee or special guarantee of any Govern-

"The Council may exclude the ordinary ment, if, in its opinion, it would not be desirable
guarantee or special guarantee of the Govern- in the interest of the success of the loan that
ment of a High Contracting Party if, in its such ordinary guarantee or special guarantee
opinion, it would not be desirable in the interest should attach to the loan."
of the success of the loan that such ordinary
guarantee or special guarantee should attach
to the loan,"
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Text submitted to the Tenth Assembly (document A.Io.1929.IT).

2. (a) The maximum sum to which the service of the loan may amount in each year
shall be fixed by the Council. The sum fixed by the Council shall be expressed in gold francs
as defined in Article 24, and, for the purpose of determining the sum to which the service may
amount in the currencies in which the loan is actually contracted, those currencies shall be treated
as being at the moment of signature of the loan contracts on the legal parity with gold.

(b) The annual sum fixed for the service of the loan in any year shall not exceed the amount
which can be covered by special as well as by ordinary guarantees without imposing on any
Government a liability in excess of the maximum fixed by the present Convention.

(c) The amount for each year of each Government's liability as an ordinary guarantor
shall be determined by dividing the service of the loan among all the guaranteeing Governments
in the proportion of their maximum possible annual liabilities as ordinary guarantors under
this Convention, as fixed by Article 6. The total amount covered by each special guarantee
shall be determined by dividing the said service among the special guarantor Governments in
the proportion of their maximum possible annual liabilities as special guarantors as fixed by
Article 9. For the purpose, however, of simplifying the application of the special guarantees,
the Council, with the consent of the special guarantor Governments whose liabilities are affected,
may make minor fractional adjustments of the percentages attributable to the special guarantor
Governments to the extent necessary to convert such percentages into convenient whole numbers.

3. For the purpose of the preceding provisions, no account shall be taken of the liability
for interest which may result under the provisions of Article I8 from a default by a Government
in meeting its obligations as an ordinary or as a special guarantor.

ISSUE OF AUTHORISED LOANS.

Article I4.

i. The Council shall require that the conditions and terms of issue of a loan contracted
in accordance with the present Convention, that is to say, inter alia, the method of issue, the
securities (if any) on which the loan is raised, the issue price, the rate of interest, the amortisation
(including any stipulations as to repayment before maturity), the expenses of issue, negotiation
and delivery, and the currency or currencies in which the loan is issued, shall be submitted for
approval to it or to a person or persons appointed by it for the purpose. As provided in Article I3,

paragraph 2, the currency or currencies in which the loan is issued and in which its service is
payable shall, for the purpose of determining the maximum to which the service may amount,
in every case be treated as being at the moment of signature of the loan contracts on the legal
parity with gold. The arrangement made by the Council with the borrowing Government in
question shall be embodied in a Protocol duly accepted by the latter.

2. The loan shall not possess the ordinary guarantees and special guarantees resulting
from the Convention unless the contracts relating to it shall have been certified in writing by
a person or persons appointed by the Council (such persons, if more than one, acting by a majority
if unanimity is not secured) to be in conformity with the decisions of the Council and the Protocol
provided for by paragraph I above and the provisions of the present Convention. A signed
duplicate of the certificate shall be delivered to the Secretary-General of the League of Nations
for communication to the Trustees, together with copies of each contract authenticated by the
borrowing Government in sufficient number to enable him to send one to each Trustee.

3. The following provisions shall be obligatory in all cases:

(a) The Trustees appointed under the present Convention, acting as provided therein, shall
be Trustees of the loan for all purposes for which Trustees are appointed, and in particular shall
make all payments for interest or amortisation due on the loan out of the funds supplied by the
borrowing Government or, in the event of its default, by the Governments guaranteeing the loan
as special or ordinary guarantors.

(b) Except in the case of short-term credits of a currency not exceeding two years, a reserve
shall be constituted in the hands of the Trustees by the direct transfer to them by the issuing
houses out of the yield of the loan of an amount sufficient to pay one-half of the annual service
of the loan as issued. Any sums drawn from this reserve by the Trustees shall immediately be
refunded to them by the borrowing Government.
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(continued) and 14.

Third Committee of the Tenth Assembly. Financial Committee (document C.A.S.8 7).

Ad Article 14. Ad Article 14.

Paragraph I. - Control of Loan Service. Paragraph I. - Control of Loan Service.

It was proposed in the Third Committee that The Financial Committee fears that to lay down
rules should be inserted in the draft Convention such rules firmly for all cases may lead to certain
to secure an international control over the service complications. In the case of certain loans, an
of amortisation and interest of a guaranteed loan. international control of the service might be

desirable, but perhaps not in the case of others.
It would therefore seem preferable to leave it
optional for the Council to insist on such a control.

Employment of Loan. Employment of Loan.

Some of the delegates on the Third Committee In order to remove any doubt on this point, the
have held the view that paragraph I is drafted Financial Committee proposes to insert a new
in a manner which would not permit conditions paragraph r (a) reading as follows:
regarding the employment of an authorised loanThe Council may make conditions as to the

to be embodied in the Protocolemployment of the proceeds of the loan and the
supervision of such employment. These condi-
tions shall be embodied in the Protocol
mentioned in paragraph i."
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Text submitted to the Tenth Assembly (document A.IO.1929.II).

(c) The borrowing Government shall provide the Trustees with the funds necessary to meet
the service of the loan in time of war as well as in time of peace. Such remittances shall be in the
hands of the Trustees not later than thirty days before each payment falls due.

DEPOSIT OF BONDS IN RESPECT OF PARTICULAR LOANS.

Article I5.

i. As soon as possible after a contract for the issue of all or part of an authorised loan has
been certified in accordance with Article 14, paragraph 2, the Trustees, convened by the Secretary-
General of the League of Nations, shall examine the contract and the relevant decisions of the
Council and ascertain and notify to the Governments whose guarantees attached to the loan:

(a) What is the total amount of each payment due in respect of that issue in each year;
(b) What is the maximum sum for which each Government, whether it be an ordinary

or a special guarantor, may be liable as an ordinary guarantor in respect of each such payment;
(c) What is the maximum sum for which each special guarantor Government may be

liable as a special guarantor in respect of each such payment.

The sums mentioned in (b) and (c) shall be determined in the manner provided in Article I3,
paragraph 2 (c).

2. Within four months of the receipt of the above notification, each Government, according
as it is solely an ordinary guarantor or a special guarantor, shall deposit to the order of the Trustees
with the National Bank of Switzerland, or elsewhere as requested by the Trustees, either an
" Ordinary Guarantee Bond " in the form given in Annex I, or a" Special Guarantee Bond " in
the form given in Annex II, bearing a separate coupon for each payment for which the Government
may be liable in each year. The coupons shall be expressed and be payable in the currency in
which payment is due to the bondholders. If the issue is made in more than one currency, separate
bonds shall be deposited in respect of the service due in each currency.

3. The coupons of the said bonds shall be payable at an address satisfactory to the Trustees
fixed by the Government.

4. The omission to deposit bonds as provided above shall in no way affect the obligations
of the Governments, whether as ordinary or as special guarantors, or prevent the issue of the
loan on the security of the ordinary guarantees and special guarantees which attach to it in virtue
of the present Convention.

OPERATION OF THE ORDINARY GUARANTEES AND SPECIAL GUARANTEES IN THE EVENT OF
DEFAULT BY THE BORROWING GOVERNMENT.

Article I6.

I. (a) The service of loans contracted in accordance with the present Convention shall
always continue to be primarily a charge upon the borrowing Government. The guarantees
provided under the Convention shall enter into operation only if, and to the extent to which, the
Trustees are neither provided with the necessary funds by the borrowing Government nor able
to meet the service out of the reserve constituted in accordance with Article I4, paragraph 3 (b).

(b) In such a case, the Trustees shall call simultaneously on all the guaranteeing Govern-
ments, whether they be ordinary or special guarantors. They shall apply the yield of the calls
to meet the service of the loan and shall then reimburse to the special guarantor Governments
pro rata out of the balance of such yield the amounts paid by them in excess of their liabilities as
ordinary guarantors. Delay by a guarantor Government in meeting a call is recognised as creating
a duty to compensate special guarantor Governments as provided in Articles I8 and 20 for the
prejudice caused to them by the resulting delay in the reimbursement of the amounts paid by
them in excess of their liability as ordinary guarantors.

(c) All amounts obtained by the Trustees from the guaranteeing Governments, with the
exception of the amounts reimbursed as contemplated in paragraph (b) and of amounts paid to
them by way of interest under Article I8, shall constitute a debt due, with interest, from the
borrowing Government.

(d) The liabilities between Governments which result from the present Convention shall be
settled through the intermediary of the Trustees.

2. The principles set out in paragraph I shall be applied in accordance with the provisions
of Articles 17 to 21 below.


