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MESSAGE FROM THE PRESIDENT 

To the Congress of the United States: 
As required by section 21 of the act of Congress approved August 

29, 1916, entitled “An act to declare the purpose of the people of 
the United States as to the future political status of the people of 
the Philippine Islands, and to provide a more autonomous govern- 
ment for those islands”, I transmit herewith, for the information of 
the Congress, the report of the Governor General of the Philippine 
Islands covering the period from January 1, 1935, to November 14, 
1935. 

I concur in the recommendation of the Secretary of War that this 
report be printed as a Congressional document. 

FrangLIN D. RooseveLr. 
Tae WHITE HOUSE, 

January 11, 1937.



 



LETTER OF TRANSMITTAL 

WAR DEPARTMENT, 
Washington, January 5, 1937. 

The PrESIDENT, 
The White House. 

Dear Mr. Present: I enclose the annual report of the Governor 
General of the Philippine Islands covering the period from Janu- 
ary 1, 1935, to November 14, 1935, together with drafts of messages 
for your signature transmitting it to the Congress as required by 
section 21 of the act of Congress approved August 29, 1916, entitled 
“An act to declare the purpose of the people of the United States as 
to the future political status of the people of the Philippine Islands, 
and to provide a more autonomous government for those islands.” 
This is the final report of the Governor General of the Philippine 

Islands. I believe that this report should be printed as it contains 
valuable and historical information, and I so recommend. 

Respectfully yours, 
Harry H. WoobriNg, 

Secretary of War. 
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REPORT OF THE GOVERNOR GENERAL OF THE 
PHILIPPINE ISLANDS, JANUARY 1 TO NOVEM- 
BER 14, 1935 

MaxNiwa, May 8, 1936. 
The SECRETARY OF WAR, 

Washington, D. C. 
Siz: I have the honor to submit an annual report as Governor 

General of the Philippine Islands covering the period from January 
1, 1935, to the termination of that office by operation of an act of 
Congress, on November 14, 1935. 

The economic situation of the islands continued substantially as 
reported for the preceding 2 years. That is to say, the Philippines 
suffered relatively little from the effects of the world-wide depression. 
Unemployment was little, if any, greater than normal. Peace and 
order prevailed with one exception hereinafter discussed. The pub- 
lic health was good. 

The outstanding event of the year was the transition from the form 
of government established by the Organic Act of 1916 to that effectu- 
ated by the Tydings-McDuflie Independence Act of 1934. 

During the time this change was impending it was the chief 
concern of the administration to do everything possible to bring 
about the transfer in an orderly manner and to turn over the govern- 
ment in the best possible financial condition. 

CONSTITUTIONAL CHANGES 

The constitutional convention, which was still in session at the 
end of 1934, finished its deliberations early in February and adopted 
the constitution on the 8th of that month. The document was taken 
to Washington by a delegation consisting of the president and four 
members of the constitutional convention and the president of the 
Philippine Senate. The text of the constitution had been sent by 
this office by radio to the Washington Government immediately upon 
its adoption and was receiving careful study by the administration 
during the time the delegation was en route. I was in Washington 
during this period and was glad to render such help as I was able to 
facilitate consideration. The constitution was submitted to the Pres- 
ident by the delegation on March 18, 1935, and was approved on 
March 23. On this occasion the following public statement was 
issued at the White House and is quoted to indicate the spirit of 
cooperation which animated both parties: 

I am happy to state that the constitution submitted to me on behalf of the 
Philippine constitutional convention for certification under the Tydings-Mec- 
Duffie Independence Act conforms with the provisions of the act. 

The members of the convention are congratulated on the satisfactory 
completion of a task so important and significant in the life of their people. 

117688—37——2 1



2 REPORT OF THE GOVERNOR GENERAL 

In the event of ratification of this constitution, the authority granted to the 
Commonwealth Government will permit exercise by the Filipino people of 
general control, subject only to a few important exceptions, of their local affairs. 

During the period of the Commonwealth there will remain with the Govern- 
ment of the United States authority commensurate with and necessary for or 
appropriate to the ultimate responsibilities of sovereignty. 
Animated solely by feelings of cordiality, sympathy, and loyalty, the people 

of the United States and the people of the Philippine Islands have been conduct- 
ing together a great experiment, and during the period of the Commonwealth 
Government this experiment will continue until the ultimate withdrawal of 
United States sovereignty and the establishment of complete independence. 

The certification to the United States Congress was as follows: 

I have pleasure in informing the Congress that I have today certified to 
the Governor General of the Philippine Islands that the proposed constitution 
of the Philippines as adopted by the Philippine constitutional convention con- 
forms substantially with the provisions of the act of Congress approved March 
24, 1934 (U. S. Stat. L., vol. 48, pp. 456-465). 

FRANKLIN D. ROOSEVELT. 
Tae WHITE HoUSE, March 23, 1935. 

The act of Congress to which reference is made in the foregoing 
certification specifies the ensuing steps as follows: 

Sec. 4. After the President of the United States has certified that the con- 
stitution conforms with the provisions of this Act, it shall be submitted to 
the people of the Philippine Islands for their ratification or rejection at an 
election to be held within four months after the date of such certification, on 
a date to be fixed by the Philippine Legislature, at which election the qualified 
voters of the Philippine Islands shall have an opportunity to vote directly for 
or against the proposed constitution and ordinances appended thereto. Such 
election shall be held in such manner as may be prescribed by the Philippine 
Legislature, to which the return of the election shall be made. The Philippine 
Legislature shall by law provide for the canvassing of the return and shall cer- 
tify the result to the Governor General of the Philippine Islands, together with 
a statement of the votes cast, and a copy of said constitution and ordinances. 
If a majority of the votes cast shall be for the constitution, such vote shall be 
deemed an expression of the will of the people of the Philippine Islands in 
favor of Philippine independence, and the Governor General shall, within thirty 
days after receipt of the certification from the Philippine Legislature, issue 
a proclamation for the election of officers of the government of the Common- 
wealth of the Philippine Islands provided for in the constitution. The elec- 
tion shall take place not earlier than three months nor later than six months 
after the proclamation by the Governor General ordering such election. When 
the election of the officers provided for under the constitution has been held 
and the results determined, the Governor General of the Philippine Islands 
shall certify the results of the election to the President of the United States, 
who shall thereupon issue a proclamation announcing the results of the elec- 
tion, and upon the issuance of such proclamation by the President the existing 
Philippine Government shall terminate and the new government shall enter 
upon its rights, privileges, powers, and duties, as provided under the constitu- 
tion. The present government of the Philippine Islands shall provide for the 
orderly transfer of the functions of government. 

If a majority of the votes cast are against the canstitition the existing 
government of the Philippine Islands shall continue without regard to the 
provisions of this Act. 

As I have stated, the Honorable Manuel L. Quezon, president of 
the Philippine Senate, was in Washington when the President ap- 
proved the constitution. At that time he invited a number of persons 
to attend the inauguration of the Commonwealth as guests of the 
Philippine Government. The guests included the Vice “President of 
the United States, the Secretary of War, the Speaker of the House 
of Representatives, some Members of Congress, and representatives 
of the press. November 15, 1935, was the date set for the inaugura- 
tion of the Commonwealth of the Philippines. This was the Tatest
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date which permitted congressional visitors to be present at the 
inauguration and return to Washington in time for the opening of 
Congress. The steps required In the above quoted section of the 
Independence Act were accelerated accordingly. 

This program went forward as planned, aided by the administra- 
tion in calling special sessions of the legislature and taking all other 
necessary action to avoid delay. 

The inauguration of the Commonwealth was a memorable occasion. 
No untoward event marred the ceremonies leading up to and follow- 
ing the inauguration. The inauguration itself was marked by sim- 
plicity, dignity, and the presence of a large group of distinguished 
visitors. 

The Honorable George H. Dern, Secretary of War, was present as 
the representative of the President of the United States and promul- 
gated the President’s proclamation announcing the election of officers 
of the new government. This marked the moment at which the here- 
tofore existing government of the Philippines ceased to exist and the 
new Commonwealth Government entered upon its duties and 
responsibilities, 

In connection with the reading of the President’s proclamation, the 
Secretary of War said, in part: 

I need not trace the history of independence legislation. The Tydings- 
McDuffie Act, passed in 1934, and accepted by the Philippine Legislature, is 
the result of an earnest effort on the part of the Congress to meet the aims 
and aspirations of the Filipino people, so far as was consistent with harmon- 
izing the various interests affected thereby. Its enactment is an expression of . 
confidence by the Congress of the United States in the capacity of the Filipino 
people to carry out successfully the next and final steps in the program for 
the establishment of an independent Filipino nation. 

The prescribed transition period of 10 years before complete independence 
becomes an accomplished fact seemed advisable and prudent in order to launch 
the Philippine Republic under the most favorable auspices. It provides ade- 
quate safeguards for the interests of both the American and the Filipino 
people. The problems that must be worked out in this period are vital, and 
must be given the most careful and thorough consideration. 

President Roosevelt, in his message to the Congress on March 2, 1934, said: 
“x x % May I emphasize that while we desire to grant complete independ- 

ence at the earliest proper moment, to effect this result without allowing suffi- 
cient time for necessary political and economic adjustments would be a definite 
injustice to the people of the Philippine Islands themselves little short of a 
denial of independence itself. * * *? 

The Independence Act is a broad grant to the Filipino people of local 
government. The enlarged powers granted under this act reside essentially 
in the people. The Commonwealth Government is being organized in accord- 
ance with the provisions of your own constitution, which goes into effect today 
and which was formulated and drafted by delegates of your own selection. It 
is an enlightened, democratic document, and does great credit to the Filipino 
people. It contains a bill of rights expressing what the American people believe 
to be the basic principles of free government. Perhaps the greatest heritage 
that the United States has bequeathed to you is the bill of rights included in 
both the first and second organic acts of the Congress and carried over into 
your constitution. 

You are about to witness the inauguration of the Chief Executive whom 
you have elected by popular vote; and all the agencies of local government will 
soon be functioning under the provisions of your constitution. Your President 
and Vice President, the members of your Supreme Court, and the other island 
officials heretofore appointed by the President of the United States, will take 
office under the provisions of your own constitution and the laws of your own 
National Assembly. Thus your local affairs pass to your own control, and 
you have the full responsibility of citizens of the Philippines, upon whose 
shoulders rests the mantle of government.
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I may be pardoned an expression of pride and pleasure in the privilege of 
witnessing an event resulting from the cooperative efforts of two peoples situ- 
ated on opposite sides of the globe, but laboring together to establish ultimately 
a new member of the family of independent nations. There is something unique 
and inspiring in the spectacle of two peoples voluntarily agreeing to dissolve 
the bands which unite them, and to go their separate ways; and yet that is the 
event to which we now eagerly look forward as the final consummation of the 
program for Philippine independence. 

It is a source of satisfaction to the American people to know that the fiscal 
affairs of your government are at this time, perhaps, at the best level in its 
history. Your finances are in excellent condition. Income for the past year 
exceeded expenditures. There is but a small public debt. Your governmental 
structure is supported by a prosperous and increasing commerce and by a 
thriving industry, backed by agricultural, mineral, and forest resources ade- 
quate for the maintenance of a high standard of living for all the people. 

During my present visit I have been astonished by the fertility of your soil, 
the diversity and abundance of your crops, the wealth of your mines, the vast- 
ness of your forests, the excellence of your harbors, and, greater than all of 

these, the industry and virtue of your people. With such resources, and with 
good government, you should succeed. 

With the present change in your government, the office of Governor General is 
abolished. This exalted office has been filled by a long line of distinguished 
Americans, beginning with that illustrious statesman, William H. Taft, and 
ending with the able, efficient, and warm-hearted man who has served you 
during the past 214 years, the Honorable Frank Murphy. In the discharge of 
his duties, Governor General Murphy has made a record of which his fellow 
citizens at home are justly proud, and I know that you people of the Philippines 
honor and love him. I have no doubt that it is a great satisfaction to you that 
he now becomes the first United States High Commissioner to the Philippines, 
and as such he will be the representative of American sovereignty and authority 
in your country. 

While the American record in the Philippines is not ended, it is drawing to 
a close. 

A complete record of the events connected with the inauguration 
and related information which has been compiled by the Philippine 
Government in an attractive 239-page volume entitled “Blue Book of 
the Inauguration of the Commonwealth of the Philippines” is avail- 
able at the Bureau of Printing, Manila. 

Just prior to the inauguration, two joint sessions of the Philippine 
Legislature were held; the first on November 12, 1935, to hear an 
address by the Honorable John Nance Garner, Vice President of the 
United States, and one by the Honorable Joseph W. Byrns, Speaker 
of the House of Representatives; and the other on November 14, 
1935, to hear a last message from the Governor General. The ad- 
dresses of the Vice President and the Speaker reflect the significance 
of a great historical occasion. They are quoted in full below, fol- 
lowed by the address of the Governor General, which briefly reviews 
the American régime in the Philippine Islands. 

Vice PRESIDENT GARNER'S SPEECH AT THE JOINT SESSION OF THE PHILIPPINE 
LEGISLATURE, NOVEMBER 12, 1935 

Mr. President: Through the accident of war some 35 years ago your beautiful 
islands came under the sovereignty of the United States. 

Within 5 years of this acquisition my people made me a Member of the United 
States House of Representatives. During my first term in that body was 
formed the impression that our American sovereignty was of a temporary 
character. The discussions in those early days of whether they should be 
retained permanently or ultimately be given their independence caused keen 
interest in the expressions of opinion of our greater statesmen, and at a very 
early period there came from all the promise of ultimate independence. 

This was followed by expressions of opinion of our great men in the Presi- 
dential chair and in our Congress that independence should be granted.
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Today it is a pleasure to be with you because of your great happiness on 
this historic occasion, although, perhaps, the early years may prove a period of 
trial and tribulation, such as we had in our country. 

The thought foremost in my mind is that Americans have fulfilled their 
promise—the word of the American Nation is good, no matter how great the 
sacrifice to make it good. It is a sacrifice to part with a wonderful couatry 
such as yours, populated by a kindly, industrious, and intelligent people. 

I have a feeling of pride that for the first time in the world’s history, at a 
great loss to itself, the American Nation has redeemed its promise. 

In company with our distinguished Speaker Byrns, of the House of Repre- 
sentatives, one of the great coordinate branches of our Government, with 27 
Congressmen and 17 United States Senators, and our wives, we have traveled 
approximately 10,000 miles and must travel 10,000 miles in return to celebrate 
two things. 

Putting them in the order in which my mind dwells upon them, there is the 
redemption of a national promise that all right-thinking Americans will 
approve and that all self-governing nations of the earth will applaud. 

As years went on in my congressional career fate finally placed me as Speaker 
of the great House of Representatives, and it was during my term of office that 
the first bill containing an offer of independence was passed. 
And then, strange as events will sometimes order, as Vice President of the 

United States the pleasure came to me of witnessing for the second time as a 
presiding officer the final accepted offer of independence. 

On both occasions the offer of independence was accompanied by conditions 
and obligations which should first be accepted by your people. 
Amongst these was the perpetual preservation of human and property rights, 

which rights it had taken our ancestry many hundreds of years to secure. 
These rights were fought for upon battlefields and in debates and finally found 
themselves in written form in our American Constitution in what lawyers and 
even our school boys today know as our Bill of Rights. 

Your new constitution was presented to President Roosevelt, examined by 
himself and his advisers, and we find that it contains these essentials of self- 
government : 

1. No person shall be deprived of life, liberty, or property without due process 
of law. 

. Security against unreasonable search and seizure. 
. Religious liberty and its free exercise. 

. Freedom of speech, of the press, and the right of assembly and petition. 
. No involuntary servitude of any kind. 
. The privilege of the use of the writ of habeas corpus. 
. Due process of law in criminal offenses, the accused to be confronted with 

witnesses, and many other safeguards and protections for liberty, property, and 
orderly government. 

It has been generally agreed by thinking men the world over that if liberty 
is to be preserved and the rights of property respected, these provisions are 
essential. 

For some 34 years our public administrators in the islands, our soldiers who 
were here when the war was over, and our school teachers who came later and 
for long over a decade taught the blessings to be secured by liberty, education, 
and religious freedom, are now all covered in your constitution. 
My friend, former Senator Hawes, a student of your country who has 

devoted years of his life toward promoting your aspirations for self-govern- 
ment, informs me that your people have paid all of its bilis for education, bills 
for sanitation, the bills for public health, the bills for roads, and even the 
salaries of American administrators and their advisers, and that you enter upon 
your great experiment of freedom with probably the smallest per capita national 
debt of any nation. 

He advises me that in the 35 years of American sovereignty, with the excep- 
tion of $3,000,000 provided for recuperation after the war, the entire cost of 
all civil administration has been provided by the revenues secured from the 
taxation of your own people. 

Few nations have a record similar to this. The most of the world is not 
happy—it is in a state of much confusion and distress. 

It speaks well for the character of your people and the temporary sovereignty 
of my people that an unequaled record of financial stability like this should 
exist. 

Our trade relations have grown to such proportions that you have until 
recently ranked as our eighth best customer, and, through the laws passed 
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6 REPORT OF THE GOVERNOR GENERAL 

by our Congress, we have not only been your best customer, but practically 
your sole customer. 

Trade relations of a beneficial character rest exclusively upon two things: 
the ability to sell, giving the ability to buy. 

Our great President, Franklin D. Roosevelt, in sending the last independence 
bill to Congress, accompanied it with a recommendation that where there were 
inequalities in our trade relations, they should be adjusted by a Commission 
representing both peoples who could arrive at an equitable decision which would 
prove advantageous to our 120,000,000 people and to your 14,000,000 people. 

And this I hope, after thoughtful consideration and investigation, will be 
worked out to the mutual advantage of both Nations. 

May the new nation preserve the world’s fine traditions of liberty and 
equality, a nation of Christian people, who by its careful and thoughtful con- 
sideration of all its people will prove an inspiration to the nations of the 
earth. Prosperity will not come to you without some trial and some sacrifice. 
Much will depend on the character of the men who administer your affairs. 

You have sent to our country brilliant and able men as Commissioners to 
our House of Representatives. You have sent special commissions of studious, 
patriotic men whose eloquence and logic have impressed the American Congress. 
Among these, as one of your Commissioners many years ago, I met the 

Honorable Manuel Quezon. He possessed individuality, activity, intellect, and 
courtesy rarely combined in one man. We became personal friends. I found 
him fair and vigorous, always patriotic, and it is a pleasure for me to know 
that in your recent election he was chosen as the first President of your new 
Commonwealth by decisive majorities. 

It is a great responsibility. It will call for a high character of statesman- 
ship. His term of office is limited to 6 years. He cannot succeed himself. 

It would seem to me therefore to be the part of wisdom and patriotic thought 
for Filipinos to throw aside partisan and personal feeling and all unite in a 
coordinated support during these first trying years. Let all thoughtful men 
and women put aside ideas of change and surround him with loyal support 
from every quarter so that in the administration of his office he may pick the 
zblest advisers. 

My thought goes back to the years in my country when Washington was its 
leader. At the birth of our Nation when there were not two parties all factions 
supported the one party and the one administration, our first Washington 
administration. 

Why cannot this happen under my friend, your President-elect, Manuel 
Quezon? 

There should be no quarrelling and discord or lack of harmony. You have 
in your constitution set a limitation upon his term, and during that time, in 
the fateful years of your first President, it seems to me that he should be given 
united support. 

After this first administration there may be divisions. There is always 
honest disagreement in a republic such as you are forming, but let the first 
administration be united. 

Our Presidents have sent to you as Governors General men of ability, of 
sympathetic interest in promoting your welfare. The last of these is among 
the best, Gov. Frank Murphy, who has won your confidence and esteem, has 
cooperated with your great leaders, Quezon and Osmeifia, and received the 
applause of your people. 

A consistent continued American policy of preparation and control, followed 
by what to me is of great historic significance, a redeemed national promise, 
with the well wishes of the nations of the earth, I came to this unusual 
historical spectacle with confidence in your future. 

I shall watch your destiny with optimism and friendly interest. 
You have the very best wishes of the people of the United States, and I am 

sure that prosperity will come, and with prosperity, happiness and national 
progress. 

I thank you in behalf of each member of the congressional delegation for 
the invitation which brought us here and brought with us our wives, and I 
assure you that we are carrying back kindly feelings of confidence and interest. 

Few people have had the privilege of witnessing the peaceful birth of a new 
nation that comes quietly into the world’s sisterhood of states, with an orderly 
written government, with a well-chosen leader, with all promise for happiness. 
We are impressed ; we return home inspired, with another great forward step 

in world progress.
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SPEAKER BYRNS' SPEECH AT THE JOINT SESSION OF THE PHILIPPINE LEGISLATURE, 
NOVEMBER 12, 1935 

Mr. President, Mr. Speaker, and members of the Philippine Assembly: It is 
indeed a high honor to appear before you on this occasion in anticipation of 
the historic processes soon to be inaugurated as a preliminary to the birth 
of a new and independent nation. As a member of the party of United States 
Senators and Congressmen, who, with their wives and important members of 
the United States press, have come on your generous invitation from our home- 
land to extend our congratulations and cordial good will on this memorable 
occasion, I wish to join in the felicitations and good wishes so eloquently 
expressed by our able, distinguished, and much-beloved Vice President, the 
second ranking officer of our Government, and who speaks as the leader of our 
delegation. I join in his expression of pride that this historic event has been 
made possible by the generous action of our great Republic in voluntarily 
surrendering its right of sovereignty and the interests which go with it in order 
that the people of the Philippine Islands may enjoy that sense of national 
freedom and independence which we have enjoyed for nearly 150 years. So 
far as I know, it is the first time that a great people have achieved independence 
without the necessity of securing it at the point of the sword; and may I say, 
Mr. President, and to you, Mr. Speaker, that while my country has surrendered 
its sovereignty it never has and never will surrender its friendship and sympa- 
thetic interest in the Filipino people. No real republican form of government 
has ever existed as such for any great length of time which did not recognize 
the principles of democracy and the common good of the people as a whole. 
It is the practice of those fundamental ideals which has made our own country 
great and powerful and its people happy and contented during the past years. 

May I say that it is for you gentlemen and other leaders in your nation to 
preserve and make lasting these principles so well expressed in the highly 
progressive constitution which you have approved. We feel certain that this 
will be done by the incoming administration, headed as it will be by your very 
able and devoted leader and President, Hon. Manuel Quezon. We look with 
confidence, therefore, to your development and “strike hands with you across 
the sea” in best wishes for your future endeavors along these lines. 

In the House of Representatives we find that the following Congressmen and 
Senators in our party served in the same period that your President, Manuel 
Quezon, represented your country as the Philippine Commissioner in the House 
of Representatives: John N. Garner, Joseph T. Robinson, Matthew M. Neely, 
James F. Byrnes, Robert L. Doughton, Bertrand H. Snell, and Allen T. Tread- 
way, all of whom have risen to places of influence and distinction in the 
Congress. 

We found him to be a very able man, resourceful, considerate, and dependable. 
His contacts with these Members of Congress, a few of whom I have mentioned, 
T know have given him not only a theoretical but a very practical knowledge of 
the workings of the American system of government. 

We have all come in contact with the many able Commissioners you have 
sent to Washington during past years and whose names I shall not have time 
to mention, and also with the able men who have come to Washington from 
time to time as members of various high commissions. All of this has served 
to increase our confidence in your future, for all were able and faithful repre- 
sentatives of your interests. Undoubtedly honest differences of political opinion 
will arise, but these will be solved, I am sure, in a spirit of amity and good will. 

In considering your new constitution I find first and foremost those declara- 
tions in the bill of rights to which the Vice President has referred. 

Through his pleasant contact with the Congress, your new President-elect 
has acquired a practical viewpoint of other administration details for the inter- 
pretation in a fair and equitable way of the provisions of your constitution. 

I bespeak for him your united support, and that you will give him generously 
of your advice and assistance that the way may be smoothed for the attainment 
of the high ideals he possesses. 

He has had associated with him for the last few years as Governor General 
of the Philippine Islands, Gov. Frank Murphy, an able and conscientious execu- 
tive whose experiences as mayor of one of our great cities, Detroit, has famil- 
jarized him with finance and orderly government. In his official contacts here 
we are pleased but not surprised to know that he has displayed tact and good 
judgment.
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For the next 10 years, at least, the American flag will fly over your Common- 
wealth, and you will have with you an official representing the United States, 
who will have the title of High Commissioner. This official, I am happy to 
believe, will be your present able Governor General, and he will be representa- 
tive of the President of the United States when it is necessary for him to act. 

His sympathetic cooperation during our continued sovereignty, subject to 
changes by Congress, will be the expression of the American people. 

For 10 years, unless there is a change, the Stars and Stripes, for which I 
know you have the greatest respect, will fly over the Commonwealth. The 
Philippine flag—red, white, and blue, with its three stars and its blazing sun 
typifying the tropics—will be carried on all standards. These sister flags will 
do much as they have in the past to strengthen the fine type of friendship which 
exists today. 
When the time comes for the Republic to replace the Commonwealth, we 

believe that the conduct of its affairs during this period will so impress the 
nations of the world that the new Republic will begin its career with not only 
the old friendship of my country, but that all the enlightened nations of the 
earth will unite in its protection and in the preservation of its sovereignty. 

The great American Nation will watch your development with keen interest 
and, wherever we may, will extend a helping hand. 

You raise products which are not raised in the United States. We sell 
you manufactured articles which are not made in your country. We believe 
that the President’s Commission will work out an equitable plan beneficial to 
Loth our nations, and that the result of its recommendations will strengthen the 
ties that will become stronger with the years. 

The administration of President Quezon and Vice President Osmena is en- 
titled to unified support. Your example of unity, patriotism, and self-sacrifice 
will have a most beneficial and heartening effect on the people of my country, 
and make it more simple and easy to reconcile any inequalities that now exist 
cr may occur. 

A strong government administering your affairs under your progressive 
constitution, which has been approved by our great President, Franklin D. 
Roosevelt, will make for harmony, unity, and cooperation. 

It was kind of the Philippine people to include in their invitation to Senators 
and Congressmen an invitation for their wives. They have enjoyed the visit. 
You have aroused their sympathy and interest as you have our own. 

I have learned that the Filipino women are leaders in the matter of educa- 
tion. They are the household bankers. They have followed the teachings 
of our school teachers and our economists. They have many of the favorite 
American dishes in their Kitchens. So, on behalf of the ladies of the Senate 
and of the House of Representatives, I thank you for the courtesy of the 
invitation, but I have the suspicion that back of it was the thought that our 
wives and daughters who have come with us will in the future help to tighten 
the bonds of friendship and good will between our nations. 

I cannot close these remarks without referring briefly to my friend and your 
friend, Hon. Harry B. Hawes. As United States Senator, and since then, he 
has been an earnest, devoted, and able friend of the Philippine people. He 
merits your friendship and gratitude for his faithful and unselfish work in 
your behalf. ; 

Let me again thank you for the high privilege that has been extended to 
us and to our wives to visit you and study first hand your conditions and your 
aspirations. Let me assure you that we are taking home with us the kindliest 
thoughts of a pleasant and instructive visit. 

To have even a small part in the establishment of an independent republic 
in the great Orient, to know that the fine traditions of America will be pre- 
served, is satisfaction enough for all right-thinking Americans. 

  

MESSAGE OF H1S EXCELLENCY, GOVERNOR GENERAL FRANK MURPHY, TO THE PHILIP- 
PINE LEGISLATURE IN ITs FINAL SESSION, NOVEMBER 14, 1935, MANILA 

Gentlemen of the legislature: Today we are completing another chapter in 
American-Filipino relations. Upon issuance by the President tomorrow of a 
proclamation announcing the results of the recent national election, in accord: 
ance with section 4 of the Tydings-McDuffie Act, the office of the Governor 
General of the Philippine Islands will come to an end. This legislative body



OF THE PHILIPPINE ISLANDS, 1935 9 

likewise will pass into history. The charter of our authority known as the 
Jones Act, granted by the United States Congress in 1916, under whose liberal 
and beneficent provisions the Philippine people have governed and been gov- 
erned for nearky two decades—this great charter of liberal government will 
terminate. In its place a new charter of government, a constitution framed 
by the representatives of the Philippine people themselves in pursuance of 
authority granted by the United States Congress, and a new form of govern- 
ment constituted thereunder, will come into operation. At such a time it 
seems fitting: for us to pause a few moments before final adjournment, to 
consider the situation of our government and review briefly the significant 
events and forces that have shaped our course until the present hour. 

Under the auspices of the Spanish Empire of the sixteenth century, the 
foremost nation of Europe, rich, cultured, and powerful, western civilization 
was brought to the Philippines in the year 1564. During three centuries and 
a half that followed, the people of these islands received the impress of a great 
Spanish culture and became indoctrinated with the Christian religion. Through 
devout Spanish churchmen and administrators, the Filipino people became fa- 
miliar with the institutions and customs and moral conceptions of the western 
world. : 

When American civil administrators came to the islands in 1900 to assume the 
task that had been commenced by the Army forces, they found not only the 
beginnings of an American school system, with soldiers in the role of teachers. 
They found a people that was prepared to benefit by the privileges and advan- 
tages that were to be offered to them under the American system of government. 
They found a quality akin to their own. For here was a people that already 
had revolted against oppressive rule and attempted to set up an independent 
republic. The events that preceded the truce of Biac-na-bato help to explain 
the remarkable early success of the American experiment with democracy in 
these islands beyond the distant seas. 

While to many persons the odds seemed to be heavily against success of the 
venture, it was almost inevitable that a people nurtured as the American people 
were in the political philosophy that had produced the Declaration of Inde- 
pendence, with its emphasis on freedom and equality, and had evolved the 
American Constitution based on the presumed right and capacity of the common 
people to govern themselves—it was inevitable that such a people should seek 
to implant these doctrines and principles of government in the new territory 
that had been committed to their control. For democracy as conceived and 
expressed in these great documents, and as the American people had received it 
from their fathers, was something more than a method of government. It was 
a passionate political faith. It was a faith in the natural capacities and inher- 
ent possibilities of the common man, in his essential worth and dignity. In 
the scheme of democracy, as in the code of Christianity, all men were on a 
common level of dignity and importance. In this sense as stated by a great 
political philosopher of my own state, Christianity and democracy were twin- 
born. They provide for the common men, without distinction of race or clime, 
a way of salvation from forces of oppression and greed and selfishness. 

Having found democracy good for herself, America believed it was good for 
the people of the Philippines. With a faith and passion like that which enabled 
their Spanish predecessors to establish throughout the land the practice of the 
Christian religion, the early American administrators and their devoted co- 
workers in the field of education undertook to educate and train the people of 
these islands in the principles and technique of self-government, taking for their 
keynote and guide the memorable instructions issued by President McKinley 
in April 1900. 

EDUCATION 

If with their simple and sincere faith in the principles by which they had won 
their own independence and founded their governments, the American people 
failed to realize fully the nature and difficulty of the mission they were under- 
taking, they understood clearly that for its successful practice and permanent 
enjoyment, democratic government required an educated and informed citizenry. 
This understanding and conviction were as strong as they had been 100 years 
earlier, when the framers of the great Ordinance of 1787 enacted for the govern- 
ment of the so-called northwest territory, stated that “religion, morality, and 
knowledge being essential to good government and the happiness of mankind, 
schools and the means of education shall forever be encouraged.” 

117688—37T——3
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In similar vein, President McKinley directed that the Commission “should 
regard as of first importance the extension of a system of primary educatiom 
which shall be free to all, and which shall tend to fit the people for the duties 
of citizenship and for the ordinary avocations of a civilized community.” In 
its first proclamation to the people of the Philippines in 1899 the First Philip- 
pine Commission declared the establishment of elementary schools and appro- 
priate facilities for higher education to be of cardinal importance in the 
American program for the islands. 

No people ever accepted the blessings of education with more enthusiasm. 
than the Filipinos. Like the Americans, they saw that the road to self-govern- 
ment lies through the schoolhouse. The United States Army began the estab- 
lishment of modern schools in 1898, and within a year more than 4,500 primary 
pupils were enrolled in Manila alone. The foundations for the permanent 
educational system of the country were laid by the Philippine Commission in 
January 1901. One of its first acts provided for the appointment of more than 
1,000 American teachers. Some of the members of this original group of edu- 
cational pioneers are still in the Philippines. The splendid and devoted work 
of these and thousands of others who followed them has been a credit to their 
country and of immeasurable value to the Filipino people. 

Although a system of primary public schools was provided for by royal 
Spanish decree in 1863, few Filipino children were being educated at public: 
expense at the end of the Spanish régime. Today about two-thirds of all 
Filipino children of primary school age (7 to 10) are enrolled in the first four 
grades of the public schools. Total public school enrollment in March 1935, 
was 1,204,485 pupils. They are taught in 7,680 schools, staffed by 27,120 
teachers and administrators. In 1934 total expenditure for public education 
amounted to nearly $23,000,000." This included more than 20 percent of the 
total expenditures of the central government for all purposes. 

Although the burden of popular education in the Philippines, as elsewhere, 
has been borne mainly by the state, 97,500 pupils are enrolled in private educa- 
tional institutions recognized by the Philippine Government and operated 
under government supervision. Those that meet certain definite standards. 
are accredited by the state and are articulated with the public educational 
system. Among these are the oldest and some of the best institutions of learning: 
in the Philippines. 

No agency of the state has been more effective than the public schools in the 
creation of a strong consciousness of Philippine nationality and the development 
of a sense of civic responsibility. The English language is now spoken in every 
barrio in the archipelago by people of all ranks of life. The schools have been: 
an important factor and effective instrument in the improvement of the health 
of the people. The offices of the government and of private business have 
been almost completely staffed with competent Filipinos trained in the public 
schools. The standards of efficiency in agriculture, commerce, and industry 
have been raised and the wealth of the country increased by the efforts of 
vocationally trained citizens. Professional and technical education has been 
placed upon a high plane and our own institutions of higher learning are now 
supplying the country with specially trained men capable of meeting its tech- 
nical and scientific needs. The Bureau of Science, the University of the Philip- 
pines and some of the older private institutions, besides providing opportunities: 
for general and specialized high education, are making distinguished contri- 
butions to the common fund of human knowledge. Through the National Re- 
search Council, founded and supported as an agency of the state, the direct aid’ 
of the government has been placed behind scientific research. 

Further expansion of the school facilities of the Philippines is primarily 
a firancial problem. Insular appropriations for school purposes probably 
cannot be greatly increased during the next few years, and in the present 
financial condition of the provinces and municipalities no large increase in their 
school expenditures may be expected. Further substantial progress toward the 
goal of universal, free primary education apparently must depend upon and 
follow an increase in the taxable wealth of the country. 

Within the limited financial resources of the country, however, the educa- 
tional system that has been developed in the Philippines is successfully serving 
the fundamental needs of the nation. The schools, colleges, and universities of 
the country have become effective means for the intellectual development 
and self-expression of the people—in the extension of general culture, and in 
civie, vocational, and professional education. The people of this country know 

1 The Philippine peso (¥) equals 50 cents, U. S. currency.
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that an educated citizenry is indispensable to the existence of a free, demo- 
cratic, progressive state. I am confident that they will continue to press 
forward to the educational goals that were set a generation ago, and will not 
fail to support their schools to the limit of their resources, as an indispensable 
instrument in their national development. This determination has been written 
into the constitution they have adopted as the supreme law of the future 
Philippine Nation. : 

PUBLIC WORKS 

Important as education is, however, in building the structure of strong national 
life, other elements were needed. Roads and transportation facilities and public 
works were required to develop trade and commerce, and to promote understand- 
ing and cooperation between communities and groups. The revenues of the state 
have been liberally and profitably employed in this direction, bringing to isolated 
communities the advantages of easy communication and the conveniences of 
modern civilization. 
When the Americans came, nothing remained of the old Spanish road system 

but 950 miles of right-of-way, impassable in the rainy season, and available for 
travel in the dry season only to a very limited extent. 

Today the Philippines has 9,057.6 kilometers of first-class roads, 4,831.1 kilome- 
ters of second-class, 2,009.4 kilometers of trails, or a total of 20,826 kilometers 
(12,912.12 miles) of roads and trails representing an investment of #240,000,000. 

_ There were 2,600 bridges and culverts in existence when civil government under 
American sovereignty was started; 5,500 others have been added at an expendi- 
ture of $25,000,000, including such notable bridges as the Gilbert Bridge at Laoag, 
the Quirino Bridge spanning the Abra, the Plaridel Bridge in Pangasinan, and 
the General Luna Bridge at Cabanatuan. 

With the advent of the American régime, there was inaugurated the construc- 
tion of schools, hosptals, municipal buildings, and provincial capitols. In Manila 
we have the Legislative building, Post Office, Executive building, Philippine Gen- 
eral Hospital, Bureau of Science, College of Medicine, Insular Psychopathic Hos- 
pital, Philippine Normal School and dormitory, Pandacan Research Library, ice 
plant, and University of the Philippines. In the provinces the fine capitol build- 
ings of Ilocos Sur, Ilocos Norte, Pangasinan, Batangas, Tayabas, Leyte, and 
Occidental Negros are worthy of special mention. From the beginning of the 
American régime to date $98,891,285 have been spent in the construction of public 
buildings. 

During the Spanish régime the only important water-supply system was the 
Carriedg System, now part of the Manila Metropolitan Water System. In the 
old days water forrdomestic use was secured by means of jars, buckets, and tin 
cans from shallow wells, springs, rivers, and lakes, and from impounded rain- 
water from roofs. 

Up to 1911 the American Army had completed 13 water systems, which later 
were improved and are now furnishing water to the towns where the systems are 
located. Excluding the Metropolitan Water System of Manila, there have been 
completed up to December 31, 1934, 288 municipal and provincial water-supply 
systems, 19 extensions and 10 improvements, furnishing potable water to a popu- 
lation of 1,008,918, at a cost of $12,184,106.50. The most important systems 
constructed are: 

. Metropolitan Water System of Manila, including filtration plant. 
. The Vigan (Singson) Waterworks, Ilocos Sur. 
. Ilocos Norte Metropolitan Waterworks. 
. Camarines Sur Metropolitan Waterworks. 
. Zamboanga Waterworks. 
. Cebu Metropolitan Waterworks. 
. Iloilo Metropolitan Waterworks. 
. Lucena-Pagbilao Waterworks in Tayabas. 

Prior to 1898 and up to the early part of 1904, no artesian wells had been con- 
structed in the Philippines. The first was drilled by the Bureau of Public Works 
at Engineer Island in December 1904. From then until September 30, 1935, 
2,390 successful artesian wells have been drilled in towns, barrios, and sitios 
throughout the islands, at a total cost of #5,611,315.44, supplying approximately 
3,000,000 people with pure water. 

Irrigation was known in the Philippines even prior to 1521 as evidenced by 
the wonderful rice terraces of Northern Luzon. Under the initiative of Spanish 
priests 27,700 hectares of rice land were placed under irrigation at an estimated 
cost of $6,000,000. To this the American régime has added irrigating systems 
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for 83,200 hectares at a cost of 18,647,000. To these must be added private sys- 
tems built during the past 25 years irrigating 604,000 additional hectares, and 
bringing the grand total of irrigated land up to 715,000 hectares, a great advance 
over the Spanish régime. 

Of the port works in use today, only the cid river walls and a very short part 
of the north breakwater at Manila were built prior to 1898. During the past 35 
years ¥75,000,000 have been devoted to construction and improvement at nearly 
100 ports throughout the islands, ranging from the breakwater, sheltered harbor, 
and modern piers at Manila to simple landings for small coasters at isolated 
towns. 

There is reflected in all this an earnestness of purpose in the American steward- 
ship, and a capacity on the part of the Filipino people to build and enjoy better 
things. The Filipino people can continue to have them only if the tax burden is 
levied equitably, paid cheerfully, and spent wisely for the good of the people as 
a whole. 

INTERISLAND SHIPPING 

Before American occupation there was very little interisland shipping. Seven 
days after the fall of Manila the Manila Customhouse was established. It was 
apparent that there should be a larger number of ships in the coastwise service, 

to strengthen the newly established civil government and better conditions for 
farmers in all sections of the islands. In March 1902, 196 ports were opened to 
interisland traffic. There being no government funds available for subsidies, 
and few capitalists and merchants willing to invest in shipping, Act 520 was 
passed in November 1902, throwing open coastwise trade to foreign vessels with- 
out restriction until July 1904. A growing tendency toward nationalization of 
the coastwise shipping industry culminated in Act 3084 passed in March 1923, 
which provides that only vessels of domestic ownership may engage in the coast- 
wise trade. Foreign firms which had engaged in the trade before 1904 were 
allowed to continue, but were prohibited from adding any new ships. 

Prior to December 1927, interisland service was mediocre. Fixed schedules 
were not maintained and the service was uncertain and unsatisfactory. With 
the passage of Act No. 3418 the jurisdiction of the Public Utility Commission 
over routes was withdrawn. This led to free competition, acceleration of service, 
and the entry of new ships into the field. The commerce of the islands has 
steadily increased from about #68,000,000 in 1899 to over ¥350,000,000 in 1934. 
Goods amounting to such a sum must be moved expeditiously. 

An important factor in the development of this commerce has been the steady 
improvement of ports. Beginning with the construction of sea walls and small 
wooden docks in Manila, Iloilo, and Cebu, a program of port works has received 
generous support from the government. The result has been that all the im- 
portant sea ports from Aparri to Sulu have been improved, with Manila the 
outstanding example of what can be done in this line. 

Between 1916 and 1926 there were many losses due to shipwrecks, ete. An 
annual inspection by the Bureau of Customs was instituted, improving the 
seaworthiness of the ships. The development of the interisland shipping to its 
present level of efficiency is a notable and vital achievement for a people largely 
dependent upon the sea for their channels of trade. 

The most populous sections of the Philippines, Central Luzon, and Cebu, 
have been given the advantage of efficient railroad facilities for a number of 
years, and commercial automobile traffic has closely followed the improvement 
in highways. 

AVIATION MAKES AUSPICIOUS START 

Very recently the first chapters of Philippine aviation history have been 
written. Private enterprise has pioneered and has demonstrated the prac- 
ticability of air communication. A country of more than 7,000 islands offers 
a great field for this most modern development in transportation, and the past 
several years have shown results which hold great promise for the future. 

Thousands of miles have been flown commercially, on regular schedules, 
north to Baguio, and south to Iloilo and Cebu, and only the other day regular 
service was extended to Davao in Mindanao. 

At present there are some 40 landing fields throughout the islands, 20 of 
which have been constructed by the Philippine Government. This work is 
progressing as rapidly as possible so that within a year every town of the 
Philippines will be within a day’s trip from Manila. Great credit is due to
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the Air Corps of the United States Army and in particular to the enthusiastic 
interest and support of Major General Frank Parker for the recent acquisition 
and construction of landing fields at strategic points. In addition, the Air 
Corps has made exhaustive surveys and has drawn up plans for a system of 
air routes covering the entire archipelago. 

Within a few days we shall hail the first trans-Pacific flight by the Pan- 
American Airways, which will mark the beginning of a new epoch of travel 
and communication between the Philippines and the rest of the world. 

PHILIPPINE CONSTABULARY 

In recent months reforms have been inaugurated in the Philippine Con- 
stabulary, bringing the organization to a high state of efficiency. With the 
cooperation of the legislature, which appropriated the necessary funds, the 
force has been increased from 400 officers and 5,047 men to its present strength 
of 549 officers and 8,512 enlisted men. Two signal companies, two chemical 
warfare companies, and one howitzer company have been organized. Twelve 
machine guns and several Thompson submachine guns have been acquired. 
At the same time it has been put upon a solid basis of promotions and rewards 
on merit only. The Filipino people and their American sponsors have every 
reason to feel pride and confidence in the Philippine Constabulary as it exists 
today. It is not an arm of war, but an agency of law and order and our goal 
during the past two years and a half has been to make it a unit reasonably 
adequate to the needs of peace in the islands. This, I am firmly convinced, 
has been achieved and my only injunction in this connection is that this goal 
be kept clearly and steadfastly in mind. 

ECONOMIC DEVELOPMENT 

Economic progress in the Philippines has justified the hopes of those who 
set out 35 years ago to train a people for nationhood on the principles enun- 
ciated by the farseeing revolutionaries of 1776. Building on a foundation of 
enlightened altruism, America has consummated an achievement without par- 
allel in the annals of colonial administration. 

The early American Government found the Philippines with a meager and 
inadequate economy. The total of foreign trade was less than 100,000,000 a 
year. Imports exceeded exports and the balance of trade, both visible and 
invisible, was seriously against the islands. Internal trade was seriously 
restricted and Philippine economy was essentially that of the village. The 
country was almost wholly agricultural. Industrial development and improve- 
ment were negligible. Even in the field of agriculture, the necessity of import- 
ing a considerable fraction of the principal item of diet, consisting of rice, 
attested the inadequacy of the national economy. It is estimated that prob- 
ably less than 5 percent of the land area was under any form of cultivation. 

By successive steps the government proceeded to build a larger and surer 
economy and obtain a wider distribution of the growing wealth. In 1902 a 
discount of 25 percent from the regular United States tariff rates was granted. 
In 1909 free trade was set up with mild restrictions. In 1913 unlimited free 
trade was established. In the years that followed, American import duties 
on foreign goods competing with Philippine goods were successively raised. 

Today at the end of 35 years of economic growth, the foreign trade of the 
Philippines is running approximately #400,000,000 annually—more than four- 
fold as compared with trade in 1901. Even the invisible items of trade have 
turned in favor of the islands. Trade with America has acquired so favorable 
a position that it has offset for many years with a favorable balance the 
negative balances with all oriental and most European countries with which 
the Philippines trade. 

The population has more than doubled. Land under cultivation has in- 
creased nearly threefold. The rice problem has been solved, and during the 
past few years the islands have been all but self-sufficient in cereal require- 
ments. Should necessity arise, the cattle-raising industry has made it possible 
to supply all of our meat. The production of abaca and tobacco has more 
than doubled. Corn has increased fourfold, rice fivefold, lumber and forest 
products sixfold, sugar sixfold. Copra production has increased ninefold, and 
mineral production has risen from a negligible position to one that is com- 
manding the respect of the world. :
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Formerly all our products left our shores in raw state, or as nearly so as 
conditions of transport allowed. Today nearly half our copra is converted 
into oil; practically all our sugar is carried to 96° or more; our tobacco goes 
forth as cigars; and a respectable fraction of our abaca leaves as rope. The 
sound first steps of industrial development have been taken in the form of 
maximum elaboration of our agricultural products. 

This economic advance has not been made on the basis of exploitation. A 
share of the profit has been passed all the way down the line, resulting in 
the highest labor wage in the Orient. Philippine labor has been preserved, 
guided, and trained to a degree of competence of which we are proud. The 
public domain has not been exploited. Large estate grants—a sore spot in 
other days—have not been tolerated. The natural inheritance of the Filipino 
as the owner of his fatherland has not been violated. The Filipino has been 
encouraged to enter the professions. No door has been closed, no reasonable 
want has been denied him. 

But what does it signify, this gaining of a better economy, if the chief aim 
of government is the well-being of the people generally? Is it merely crass 
materialism, or has it improved and enriched the life and spirit of the gen- 
erality of men and women? The public benefits that have accrued from the 
wealth created during the last 35 years are too numerous to catalog fully. 
A few may be sketched: 

1. Higher standards of diet, clothing, and housing have lifted the Filipino 
laborer far above the level on which he formerly lived. 

2. State funds have been provided out of which railroads, highways, bridges, 
and ports have been brought into useful being. 

3. State pay rolls make possible the highest average salary for government 
employees and the largest number per capita to be found in the Orient or 
Tropics. 

4. Private capital is available for investment in sugar mills, oil mills, stores 
and offices, land and houses; capital that has been used to modernize the old 
industries and create new ones. 

5. Less tangible but equally important are the acquirement of better health, 
wider education, and higher scientific and artistic culture, and all the chain of 
advancing social standards, which come with an expanding and diffused economy. 

GOVERNMENT-CONTROLLED COMPANIES GAIN 

All government-owned companies showed decided gains during the past 2 
years with the exception of the Manila Railroad Co., which has suffered loss 
due to optional currency clauses in its 4-percent Southern Lines bonds and the 
reduction of freight volume. The Manila Hotel Co. showed a net profit of P122,- 
652.89 for the year 1934 as against a nominal profit of only 500.19 for the pre- 
ceding year. The Cebu Portland Cement Co. continued its profitable operation 
with a net profit of $432,510.68 as compared with $268,483.73 for the year 1933. 

The Philippine National Bank had a profit of $£3,931,266.90 as compared with 
$3,153,759.21 in 1933. This favorable showing has been continued in 1935, the 
first 9 months of which show a profit of ¥3,060,244.07. These profits include 
recoveries of charged-off items and have been accomplished despite the lowering 
of interest rates on all classes of paper, 

The profits of the Philippine National Bank are not the true measure of its 
service to the people of these islands. It provides service in many ways. As 
a depository of the government it serves the country as a whole. The facilities 
of the bank have been extended to the remote districts and at all of these 
places it provides facilities for a safe depository for funds, for exchanging 
checks for cash, for sending drafts for collection, and extending loans to small 
farmers and merchants. 

PUBLIC HEALTH AND WELFARE 

The Philippines has led during the American occupation all other oriental 
countries in progress made in health and welfare, Epidemics are controlled; 
pandemics are definitely of the past; commerce is no longer impeded by quar- 
antine and other restrictions necessary to prevent the spread of disease; new 
measures have been inaugurated by the government to improve the living condi- 
tions of the poor and to protect those economically distressed from the ravages 
of disease. 

As a typical example, I refer particularly to the construction during the past 
2 years of a modern water-filtration plant for the city of Manila. It is signifi-
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cant of the progress which had been made that Manila, a tropical city, is thus 
provided .with a water supply which is not excelled in purity by that of any 
other city in the world. The prevalence of water-borne diseases in the city of 
Manila has already been reduced and there is no doubt that the pure water now 
available for the inhabitants of Manila will be an important factor in the 
continued improvement in the public health of the city. 

Today the insular government operates 80 hospitals having 4,402 beds, and 
more than 1,000 dispensaries. During the past 2 years special attention has been 
devoted to the care of the insane and the mentally defective. Government fa- 
cilities for the institutional treatment of insane patients have been doubled and 
many of the unfortunates who formerly wandered at large or were confined in 
jails now receive proper care. During the past year we have revised the 
standard of care of the insane and perfected our administrative methods to 
conform to the best practices in this field. Also, during the past year we have 
set up a school for mentally defective children at Welfareville where they can be 
trained, guided, and given the opportunity to become useful citizens. 

Within the last 2 years we have developed a new approach to health and 
social work in the Philippines. The modern conception of government supervision 
of all matters relating to the welfare of the public has been put into actual 
practice, and the Philippine Government has assumed full and complete respon- 
sibility for the relief of public distress due to any cause, whether it be social 
maladjustment, economic conditions, disaster, or sickness. 

The problem of providing medical care for the people of the barrios and the 
congested districts of the cities and towns is being met by a public health nurs- 
ing service which is being extended to the more remote communities. Only 
within the last year we have placed 250 additional nurses in this work. Travel- 
ing clinics, which are in fact mobile hospitals, are now being employed to reach 
the isolated villages of the Mountain Province. 

In the overcrowded areas and slum districts of Manila and the larger towns 
we have established social services for the poor, the distressed, and the under- 
privileged. Greatly increased protection for the health and the welfare of 
children and the mothers of the slums has been thus provided. Methods of 
improving the housing of the poor have been adopted on a basis which will 
permit of continued progress. 

Since 1933 the best the western world has to offer in public welfare service 
has been inaugurated here and been eagerly adopted by the Filipino people. 
A well grounded, long-time program of health and social services has been 
established. If persistently developed over a period of years it will be an 
important factor in the success of the Commonwealth Government. A wide- 
spread social consciousness has been aroused among the officials and the people 
of the towns and barrios. I cannot overemphasize the importance of sustain- 
ing this social consciousness through the years to come. I trust that all of us 
who have been responsible will make continued efforts along these lines and 
will consider ourselves to be trustees charged with preserving these services 
and making them more and more progressive and with seeing that there is no 
stagnation and above all no backward movement. 

The present government of the Philippine Islands may take just pride in its 
adoption of the humanitarian principles of government responsibility to amelio- 
rate distress among our helpless people due to any cause, whether it be social 
maladjustment, economic conditions, disaster, or sickness. 

BUREAU OF SCIENCE 

The Bureau of Science, organized in 1901 as the Bureau of Government Labo- 
ratories, and taking its present name in 1905, has been of inestimable assistance 
in the progress achieved here. At first concerned almost wholly in protection 
against disease, it did magnificent work, and for many years there has been no 
possibility of such major disasters as the outbreak of cholera that occurred in 
1902, continuing for 2 years and taking the lives of nearly 100,000 people. In 
fact it can be said that cholera, bubonic plague, dysentery, and malaria are 
under control. 

The bureau is tireless in its efforts to assist in improving the general health 
of the people, in its researches to develop natural resources, and in its coopera- 
tion with and helpfulness toward industry. 

Thanks to the bureau, copra production has become doubly profitable through 
elimination of wasteful methods, and similar assistance to the sugar industry 
has produced additional millions. The bureau has assisted factories making
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paints, varnishes, cement, and other industrial products from local raw mate- 
rials; it has conducted experiments in the field of ceramics; aided materially in 
conservation of fish and game; in development of the mineral resources of the 
islands; in improvement of crops, forestry, and tropical plants, and in general 
‘has made a place for itself in the very heart and marrow of the economic life 
of the people. 

The bureau is a research institute of extreme value. Its international repu- 
tation is deserved and it is one of the greatest legacies that the new Philippine 
Commonwealth will inherit from the American régime. 

ADMINISTRATION OF JUSTICE 

In the administration of justice, there are outstanding milestones erected 
by the joint efforts of Americans and Filipinos, that reflect the genius of 
American institutions and the capacity of the Filipino people to absorb and 
apply democratic principles of government. 

Before the galleons of Magellan touched these shores, the native laws were 
mostly based on usages and ancestral customs. The penalties for violations 
of penal laws were severe and cruel. 

Spain did much to modernize the administration of justice in the islands. 
The Spanish Penal Code was implanted here. A supreme court, courts of first 
instance in the provinces, and justice-of-the-peace courts in the municipalities 
were established. Individual liberty, however, was hemmed in by a multitude 
of restrictions which resulted in many injustices, especially to the common 
people. 

One of the first acts of American rule was the organization of a judicial 
system, and in the Philippine bill of 1902, Congress implanted in these islands 
the same guaranties of constitutional and individual liberty that are found 
in the United States Constitution with the exception of the right to keep and 
bear arms and the system of trial by jury. A reorganization of the courts was 
effected and orderly procedure was provided for the trial of cases. In all 
criminal prosecutions, a speedy and public trial was guaranteed to the accused ; 
his right to bail, to compulsory process of obtaining witnesses in his favor, to 
be assisted by counsel, and not to be compelled to be a witness against himself, 
were expressly recognized. 

Today, we have a modern system of courts and judicial procedure. Con- 
scientious efforts have been exerted during the last 35 years to guarantee to 
the people of these islands a fair and impartial administration of justice. In 
line with this policy, there has been introduced recently a far-reaching innova- 
tion in the selection of judges. I refer to the organization of the judicial 
council, which has been functioning satisfactorily. Properly guided and di- 
rected, this judicial council should insure to the people of these islands the 
appointment of competent judges selected primarily on merit. 

In the field of penology, there have been introduced changes intended to aid 
the accused and to ameliorate the condition of those convicted by the courts 
of justice. I refer to the law providing for public defenders, the Indeterminate 
Sentence Law, and the law creating the probation office which is now being 
organized. 

Since the indeterminate sentence law went into effect in January 1934, there 
has been marked improvement in the behavior and morale of prisoners. Dur- 
ing the 22 months of its effectiveness, 645 prisoners have been given parole. 
Of these only three have violated their parole. The probation system, which 
will soon be in operation, will complement the Indeterminate Sentence Law. We 
have every reason to expect that these two institutions will be found eminently 
suited to the social conditions of these islands, because the spiritual side of the 
Filipino character is especially receptive to the benign idea of reform. 

CULTURAL DESTINIES 

The cultural prospects of the Filipino people are full of promise. The racial 
and cultural differences of the Philippine population have been unduly exag- 
gerated. Evidence is strong that there is building up in these islands a true 
general Philippine culture around which future development will revolve. A 
blending of diverse elements in the population has been going on continuously 
for 2,000 years, and has been especially rapid during the Spanish and American 
periods due to the greater peace and order and freer communication. 

The increasing homogeneity in the population is not a mere altruistic hope. 
There is strong scientific basis for holding that seemingly discordant and non-
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fusable elements not only can be but are being fused. From the time of Dr. 
José Rizal down to the present the opinion has been held by many American 
and Filipino authorities that among the non-Christian population are elements 
that constitute a strong asset for the future Philippines. 

The pagan, Moro, and other non-Christian peoples possess essentially the 
same racial traits and innate psychology as the majority of the inhabitants of 
the Christian provinces. Investigations of Professor Beyer and others show 
that the Filipino-blend type is developing steadily in all parts of the islands— 
regardless of linguistic, religious, and cultural differences. Such studies fore- 
cast the steady growth of an harmonious and blended Filipino race that will one 
day be characteristic throughout the islands. 

On the cultural side, there will be need for much patient and tolerant con- 
sideration in dealing with the pagan and non-Christian groups. A policy of 
gradual education and improvement of economic conditions, however, will even- 
tually bring about cultural amalgamation—and develop a strong and unified 
Philippine population. 

GOVERNMENTAL FINANCE 

This gratifying and remarkable expansion in the natural economy is reflected 
also in the parallel story of governmental finances. Let us look at a few fig- 
ures. Excluding bond issues, the total revenues in all funds of the central 
government in 1901 amounted to ¥21,532,490. They rose to a high peak oi 
$92,783,173.70 in the boom year of 1929. In the last fiscal year (1934) they 
totaled ¥78,674,751.33. 

Provincial revenues increased during the same period from $2,410,437.16 to 
$24,385,978.07 in 1934, reaching an all-time high of $30,889,071.38 in 1930. 

In municipal and city governments, revenues increased from #10,059,546.58 in 
1906 to P36,509,794.48 in 1934, with a high figure in 1929 of #44,881,945.92. 

With the two chartered cities included, total public revenues in the islands 
grew from $48,772,193.21 in 1910 to $119,792,900.38 in 1934. 

These large levies on the public and their industries have in large measure 
been returned to them or preserved in the form of increasing public services 
and valuable fixed properties owned by the government. The permanent in- 
vestments of the central government alone in real property and equipment and 
other forms, have a cost value of $267,800,493.23 as of December 31, 1934. 

Interesting as they are, these matters are perhaps of less immediate impor- 
tance and concern to us at the present moment than the current financial condi- 
tion of the government. In all funds of the central government on December 
31, 1934, there was a surplus of more than 75 million pesos (¥75,179,189.42), as 
compared with less than nine and one-half million pesos ($9,3231,582.85) on 
June 30, 1901. In the general fund alone there was a current surplus of 
approximately 37 million pesos (¥36,900,492.19) on December 231, 1634. Of 
this amount a substantial portion was cash in the governmental depositories. 
The excess of cash over recorded obligations and liabilities was almost 17 
million pesos (¥16,881,497.41) as of December 31, 1934. In addition to this 
approximately #30,000,000 awaits clearance in Washington and will soon be 
paid into the Philippine treasury from excise taxes levied and collected on 
coconut oil under a recent act of Congress, which will leave our general fund 
in the strongest position of our history. 

The bonded debt of the central government and its subdivisions is not ex- 
cessive. At the end of 1934 it stood at slightly more than 160 million pesos 
(¥160,364,700), but with sinking funds totaling more than 60 millions (¥60,- 
895,286.55), the net bonded indebtedness is slightly less than 100 million pesos 
($99,469,413.45). The Manila Railroad Co., whose stock is wholly owned by 
the government, also has a net bonded debt after sinking fund of P4R8,856,424.14. 
Interest on bonds of the Philippine Railway Co., amounting to 17,098,800, is 
guaranteed by the central government until July 1937. 

Philippine public finances are sound. In some respects they might well 
excite the envy of many of the large nations of the world today. In the central 
government for the past 234 years, expenditures from all funds have been 
considerably less than the current revenues accruing to those funds. Our 
budget is balanced in fact as well as in form. 

The surplus of the central government should be jealously guarded. It may 
be difficult to borrow externally at advantageous rates of interest. Lack of 
large local capital accumulations limits the possibilities of internal loans. 
While the governmental bonded debt is not excessive and is being properly 
serviced, major financial problems exist in the bonded indebtedness of our rail-
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roads, and in the pension funds of the government wherein liabilities are steadily 
accruing without adequate provision to meet them. These pension funds at 
present are not actuarially sound and a government policy for their rehabilita- 
tion should be instituted without delay. Several provinces are financially weak. 
Ordinary and recurring normal expenditures for the national defense will tax 
government resources severely. Continuing demands may be expected for con- 
cessions to delinquent taxpayers, and the prospects of increasing revenues are 
not favorable without extreme measures that might curtail business and 
investment activities. 

It would seem wise, therefore, to keep the present surplus intact as the 
proper reserve for a government of the position and size of the Philippine 
Government. Extraordinary and nonrecurring accretions should be recognized 
and treated as windfalls that will not be repeated. Let us look well to cut 
within our financial cloth. In our present economy and environment, the safe 
course for this government is to keep its budget in balance and its current 
expenditures within current income. Without a sound financial position and a 
program of sound public finance, the most essential and fundamental functions 
of government are handicapped and may be completely paralyzed. No govern- 
mental activity comes ahead of an orderly financial program. 

In closing this subject I should like to repeat the exhortation contained in 
my first address to the Philippine people: 

“The first duty of such a government (this government), in order of state- 
ment if not of importance, is to conduct its own business on a sound and 
orderly basis, efficiently and economically, giving a peso in actual service for 
every peso of income. It must carefully budget its expenditures so that they 
will not exceed its revenue or dissipate the public resources in unnecessary 
services or activities. For the time being we must have recourse to uncom- 
promising economy in spending. The public debt also must be kept within 
proper and conservative limits. This result will be assured by the preparation 
of a careful program and strict and rigid adherence to it by all the departments 
of the government. A budget is valuable only if, and when, expenditures are 
kept within it. Together we will make a stubborn stand against the unwhole- 
some practice of allowing deficits to creep into our balance sheets.” 

The present sound and satisfactory state of governmental finances, with 
budgets balanced and substantial reserves at hand, is clear indication that an 
honest effort has been made to practice what we have preached. 

POLITICAL PROGRESS 

With the development we have been tracing in the fields of economics and 
finance, communication and education, science and hygiene, political develop- 
ment has kept pace. The Philippine public gradually attained an understand- 
ing of the theory and processes of popular government, and acquired experience 
in its practice. This was according to the plans conceived and formulated by 
the first American administrators. Small beginnings had been made in Spanish 
times with a limited right of suffrage and the privilege of electing municipal 
and barrio officials. Municipalities became autonomous in 1901. Provincial 
boards came under popular control in 1905. Two years later the first national 
legislative assembly was inaugurated. Filipinos were taking rapidly to the 
ways and methods of American democracy. 

The next step was the Jones Act in 1916, under which we have operated 
until today. Within the short space of 16 years, the Filipino people had qual- 
ified themselves to the satisfaction of the American Congress for exclusive con- 
trol of the legislative branch of their government. In large measure they had 
justified the great American faith in the inherent capacity of people to govern 
themselves, given equal advantages of education and training. The adminis- 
tration of justice also was gradually placed in the hands of the Filipinos. Al- 
though the executive branch until now has been under American direction and 
control, actual administration during recent years has been largely in Philip- 
pine hands. The recent extension of equal suffrage to women was a notable 
contribution by the Philippine Legislature to democratic progress. 

In this steady advance in the art of democratic and constitutional govern- 
ment toward the ultimate goal of complete independence, the crowning event 
has been the framing and adoption by the Philippine people, under the terms 
of the Tydings-McDuffie Act, of a permanent constitution for their government. 
This admirable document, with its guaranties of representative government and 
freedom for the individual citizen, is eloquent proof of the success of our poli- 
cies and the soundness of our political faith.
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Under the stipulation of the Tydings-McDuffie Act, by voting the adoption 
of this constitution, the Filipino people themselves definitely and freely de- 
cided the matter of independence. This act was fundamentally a product 
of the political idealism and unselfishness of the American people. It was 
the generous act of a generous people. If some adjustments should appear 
desirable to alleviate unnecessary hardships, we may be confident that the 
American Congress will not refuse to consider them. With full warning, how- 
ever, and understanding of the inconvenience and risk and hardship that may 
be entailed by their separation from the United States, the Filipino people 
have definitely and gladly assumed the conditions and responsibilities and 
have adhered to the course that leads ultimately to full sovereignty and 
independence. 

America has kept faith with her political principles and has been true to 
her origins. Putting aside considerations of empire and self-interest, with 
deep understanding of the strong yearning of a people for political freedom, 
acknowledging the right of a people to self-determination when supported 
by demonstrated understanding of constitutional self-government and evidence 
of capacity to sustain it, the United States has accepted the decision that has 
been made here, and is prepared to surrender its leadership. In good time 
this will be done. 

Material progress is dearly bought and of little worth when obtained at the 
price of exploitation and suppression of a people's patrimony and liberty 
and their individual initiative. The record of America cannot be told merely 
in terms of public revenues and economic production. Things more precious 
in the life of a people are the preservation of racial integrity and culture, 
the enlargement of human liberty, the cultivation of a spirit of adventure 
and initiative. These priceless qualities, so essential in the building of a 
nation, have been permitted to grow and flourish by the liberal and farseeing 
policies that have guided the administration of Philippine affairs by American 
authorities. With these elements of character and mutual toleration of dif- 
ferences in religious ‘faith, aided by a favorable geographical grouping and 
freedom from deep racial conflicts, the Philippines, under wise and patient 
and just leadership may become a strong and united nation. 

So we have come to this present hour. Through the idealistic policies of 
her statesmen, McKinley, Root and Taft, and Wilson and Roosevelt, supple- 
mented by the conscientious and devoted service of her representatives in 
these islands, and the strong friendship and sympathy of Franklin D. Rcose- 
velt, the political faith of America has flowered and is nearing fruition. Free 
education, constitutional principles, freedom of conscience and opinion, ma- 
terial progress, economic development, stable finances, responsible government— 
these essentials of a sound and enduring democracy have been established in 
the land. 

A splendid chapter in Philippine history, in which this body under able 
leaders has played a distinguished part, is now coming to a close. With a 
large and growing population, expanding industry and agriculture, easy com- 
munication and increasing wealth, a government financially stable and sound, 
an enlightened press, and an informed and patriotic citizenry, the sinews of 
statehood and the elements of a strong national life have been provided. We, 
place in the hands of our successors a rich estate, a high trust, and a glorious 
privilege to preserve and administer this government that we have built together 
upon the faith and confidence of the American people. 

Another chapter remains to be written before the record is complete, and 
the mission accomplished. To assure its success a further period of adjustment 
has been provided, under the protection and guidance of United States authority. 
Retaining full rights of sovereignty, with appropriate functions and authority 
vested in the President and other agencies for the protection of its legitimate 
interests under the Independence Act, the United States Government is now 
entrusting direct management of domestic affairs to the newly elected repre- 
sentatives of the Philippine people—the President and members of the National 
Assembly. 

Their success and the success of the Commonwealth will rest not upon the 
fine hopes and enthusiasm of this moment. It will require deep and abiding 
loyalty to the principles of sound finance and social justice, freedom from 
measures that are selfish and oppressive, steadfast devotion to the ideals and 
principles of democracy. The personal aspect of government must be mini- 
mized. All officials should be humble before the majesty of the law. Above 
personal success and personal loyalty, the good citizen and true patriot will
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place the supremacy of the law, duty to the State, and devotion to the public 
good and welfare. 

This great and happy venture of the American and Filipino people is not yet 
ended. With an altered framework and broader autonomy, the Philippine 

Government goes on under the American flag, with the full confidence and 
support of the people and Government of the United States. As in all good 
books of high adventure and romance, we close this chapter anticipating the 
next, confident that the Divine Author will bring the story to a fair ending in 
accordance with the faith and high purpose of its beginning. 

FrANK MurpPHY, Governor-General. 
THE PHILIPPINE LEGISLATURE, 

Manila, P. I. 

ELECTIONS 

The inauguration of the Commonwealth necessitated the holding 
of two special elections: The first election was a plebiscite on the 
acceptance or rejection of the constitution; the second was to elect 
a president, a vice president, and the members of the National As- 
sembly for the Commonwealth. 

In the first election there were 1,833,186 registered voters of 
whom 199,129 were women. The vote was as follows : 

Ror accepiance of the constitution 0 toate oy 1, 213, 046 
HT Bn rte sala ie ei te ea i Cell inl 44, 963 

In the second election the number of registered voters was reduced 
to 1,627,903 because the legislature in passing the act providing for 
this election adopted the qualifications prescribed for voters in 
Article V of the constitution. This article excludes the illiterate 
and temporarily disfranchises the women. The result of the election 
for president and vice president was: 

For president: Votes 
Manuel: L...iQuezon. i... 0 Ll Bie oO Saal an be As Tan edn 695, 297 
Emilio’ Apninaldol ol seni Ladi Laid rantilel odo Les rail 179, 401 
Gregorio: Aglipay i Sooo un anna sala oes ade 148, 006 

For vice president: 
Sergio Osmelas 2 ah Horas nghiligar Faint mel gl peta tein on 810,666 
Bavymundo: Melliza on a a ie 70, 891 
Juan Nabong....... dae Ln haha a aad i niin Bil 51, 444 

PEACE AND ORDER 

In the first paragraph of this report the statement is made that 
peace and order prevailed. It must be noted, however, that on the 
night of May 2, 1935, the members of a society known as the Sakdals 
rose to arms in one town in the province of Bulacan, three towns in 
the province of Laguna and two towns in the province of Cavite. 
Of these six towns, the nearest to Manila is 17 miles away and the 
most distant is 38 miles away. This uprising was put down by the 
Constabulary the same night it occurred. The most serious incident 
occurred in the town of Cabuyao, Laguna, where a fight took place 
between about a thousand Sakdals armed with stolen firearms and 
homemade shot guns, and 78 officers and men of the Constabulary. 
In this fight 59 Sakdals were killed and 56 wounded. The Con- 
stabulary “lost four men killed and two officers and eight men 
wounded. 

The Sakdal organization is composed of poor and ignorant people 
who joined the society in a vague hope of bettering “their economic 
condition and of stopping the supposed corruption among govern-
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ment officials. The reason their uprising was so easily and quickly 
put down was that it was poorly planned, due to their lack of in- 
telligent leaders. There was no recurrence of the Sakdal dis- 
turbances. 

In the Provinces of Laguna and Tayabas a gang of bandits headed 
by Capitan Kulas Encalledo and ex-chief of police Teodoro Asedillo 
committed a series of robberies and murders. These outlaws were 
captured or killed toward the end of the year and the survivors are 
now facing court action. 

LEGISLATION 

During 1935 the Philippine Legislature held the following ses- 
sions (three special sessions lasted 7 day each) : 

Special sessions, April 8; June 12 to June 22. 
Regular session, June 24 to July 18 (July 19 to Sept. 22, election 

recess). 
Continuation of regular session, September 23 to October 17. 
Special session, November 12 and 14. 
The special session of April 8 was called for the purpose of enact- 

Ing necessary legislation authorizing the submission of the Philippine 
Constitution to the registered voters for acceptance or rejection. 
The special session beginning June 12 was called “to canvass the 
returns and certify the results of the election held under legislation 
passed at the special session of April 8; to enact necessary legisla- 
tion for the election of the officers of the Commonw ealth; to provide 
for the orderly transfer of the functions of the government to the 
Commonwealth, and all matters appertaining thereto; and to con- 
sider and enact other legislation.” 

The Independence Act requires that the then existing government 
provide for the orderly transfer of the functions of government to 
the new Commonwealth. Despite the fact that compliance with the 
above requirement was necessarily the major legislative activity of 
the year, a creditable amount of other useful leg islation was enacted. 
The following acts deserve special mention: 

Act 4199: Amending Philippine laws which provide for parity between the 
United States and the Philippine currencies, to bring them into conformity 
with the situation produced by the devaluation of the dollar and the retirement 
of gold from circulation. 

Act 4204: Authorizing the United States High Commissioner to occupy tem- 
porarily the Mansion House at Baguio as his residence and office. 

Act 4207: Providing for payment of traveling expenses of indigent insane 
persons to institutions. 

Act 4209: Providing for the institutional care of children of leper parents. 
Act 4221: Authorizing the release of prisoners on parole. 
Act 4222: Exempting landing fields from taxation for 5 years. 
Act 4246: Providing for additional wards in the Insular Psychopathic 

Hospital. 
Act 4249: Granting a franchise to Pan-American Airways to operate between 

the Philippine Islands and the United States and foreign countries. 
Act 4268: Declaring valid mining locations within forest reserves, made be- 

fore February 8, 1935. 
Act 4269: Providing for the filling of land in Manila for a site for the resi- 

dence and offices of the United States High Commissioner. 

OVERSEAS TRADE 

The overseas trade of the Philippines during the year 1935 
amounted to $359,539,059, showing a decrease of 7 percent as com- 
pared with the year 1934." The principal cause of this decrease was



22 REPORT OF THE GOVERNOR GENERAL 

the reduction in sugar exported, from #130,909,161 in 1934 to 
765,981,359 in 1935, due to limitations imposed by law. 

Imports amounted to 171,047,699 and exports (not counting gold 
bullion) to 188,491,360. Philippine foreign trade for the year 1935 
shows a favorable balance of 17,443,661, which compares with the 
favorable balance of $53,593,050 in 1934. Philippine trade statis- 
tics do not include exports of gold ore and gold bullion. Therefore, 
to the above favorable balance of trade there should be added the 
1935 exports of gold ore and gold bullion reported by the United 
States Trade Commissioner at a value of $26,034,357. The sugar 
benefit payments, amounting to $24,700,000 in 1935, should also be 
added, because they are equivalent to sugar exports. 

This favorable balance was due, as in previous years, to the trade 
with the United States, which more than offsets the unfavorable bal- 
ance with foreign countries. Imports from the United States in 
1935 were practically the same in value as in the preceding year. 

As in previous years, the United States was the leading market 
for Philippine products, taking about 80 percent. About 6 percent 
of exports went to Japan, 3 percent to Great Britain, nearly 8 per- 
cent to Spain, and the rest to other countries. 

Sixty-three and a half percent of our imports came from the 
United States, 14 percent from Japan, 3 and a fraction percent from 
China, 3 percent from Germany, 2 and a fraction percent from the 
Dutch East Indies, 2 percent from British India, 134 percent from 
Australia, 114 percent from Holland, and 1 percent from Canada. 

Table showing the sources of the 10 principal imports in the order of their 
value 

1. COTTON GOODS 
  

  

  

  

1935 1934 

Imported from— ; 

Value Percent Value Percent 

United Stolen. ie ana dames sb sre n Seas Sea P13, 534, 941 44.23 | P15,645,107 50. 08 
bE 0 OCR a CO SATE Ele AR NI £0 B00 AGS TEL 13,071, 817 42.72 11,111, 838 35.57 
Great Britain. - ox nodans tes ok mt LR a ele mid 1, 294, 905 4,23 1, 692, 278 5,42 

dr 0 Sh GS Tl A A RC I RY Te 1, 181, 666 3.86 1, 395, 024 4.47 
1nd SORE a ROE lp et RN Cli 683, 517 2.23 519, 679 1. 66 
Switzerland dec. on der ie mms mma Ans Hm mim 635, 790 2.08 652, 745 2.09 
ROTI ANY i nh oi in i hi mimes mt i ls eo wi id 59, 444 .19 90, 151 . 29 
British Bost Indies... vo. uieaine a bchennmnaa rene 44 619 15 31, 980 .10 
aly. a aL I 32,411 1X 21, 152 .07 
Netherlands. lod... iden ld iad ah lL 23, 220 .08 33,911 vg 5 
Other conntTios oat abe ot ois gr a bean hy, 37, 511 .12 49, 055 .14 

G77 I AR ak SAM eR Yn 30, 599, 841 100. 00 31, 242, 920 100. 00 

  

2. IRON AND STEEL AND MANUFACTURES THEREOF 
  

United States. 2c oie bens slisin idence purrs aesidon $17, 032, 080 76.80 | P17,774,867 77.88 

  

RO IN OI Yr «io i si rw em oh 0 2 450 rm re oe a ite 1, 634, 140 7.37 1,893, 417 8.30 
TAD ANY. Bi vm mi ym 2 a ot om A mr me ee 1, 225,474 5. 53 887, 221 3.89 
EE PE SC CT 880, 151 3.97 1,201, 489 5.26 
Sweden ......conen- 466, 016 2,10 313, 870 1.38 
Great Britain. 451, 062 2.03 397, 217 1.74 
Prance.-...... 81,012 87 24, 275 11 
Luxemburg - 63, 794 . 29 29, 189 413 
ATT he DR ClO Ab done i AA Bn TA I 55,811 +25 86, 161 .38 
C2e0 NO OV RIB. Cl dr de ee ae Hn a 55,775 .25 30, 707 13 
OLNOr CONTIITIOR. «wis as wie iim whos bt wet oh or A i 231, 524 1.04 184, 595 .80 
  

ir Pe RO NS NC SE Ne re 22, 176, 839 100. 00 22,823,008 100. 00          
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Table showing the sources of the 10 principal imports in the order of their 
value—Continued 

3. MINERAL OILS 
  

  

  

1935 1934 

Imported from— 

Value Percent Value Percent 

United States be Te P13, 334, 552 87.19 | $11,001,376 86.07 
Puteh East Thais. fore eri asd 1,887,113 12.34 1,729,872 13.53 
Creal Britain... des a LR Eh 43, 962 .29 7,149 .06 
Other-countrios. =... 2. PU ee et See 27,555 .18 42, 889 .34 
  

I) i AE NE LN oh FLL LIE, 15, 293, 182 100. 00 12, 781, 286 100. 00 

  

4. MEAT AND DAIRY PRODUCTS 
  

  

  

P5, 131, 443 55.14 £5, 540, 238 67.31 
2, 110, 865 22. 68 550, 318 6.69 

661, 880 7.11 1, 246, 841 15.15 
559, 824 6.02 422, 540 5.13 
223. 358 2.40 74, 936 .91 
195, 726 2.10 44, 856 . 54 
144, 216 1.55 133, 438 1.162 

ATONE inn stg a eu dr ne se we 69, 961 7D 90, 301 1.10 
Great Brifain. 2... oo clo a UE Sn oy 64, 714 .70 24, 320 .30 
INOW Zealanq. od dan dn mde wm 46, 124 . 50 j 2 BR IRATIRANN 0 Lo, 
Other coniries.s. .....c. odo oad oor ot LS 97,711 1.05 103, 601 1.25 

Oba). er ie a LS ey 9, 305, 822 100. 00 8, 231, 400 100. 00 

  

5. AUTOMOBILES, PARTS OF, AND TIRES FOR 
  

  

InIted Sales. du. ai nil ni wim wa dem dm mwa £9, 155, 711 99.36 | P10, 045, 981 97. 57 
LE CR I An SAA ERB Ra , 456 .20 42, 507 .41 
rent Britain i. coo. ous fais ws tim mia Se ain sem ve 9, 563 .10 130, 355 1.27 
LT EAN FRR Re SCR a 9, 482 ie 
OTIANY oo i a Gan a na Ean 8,019 .09 40, 781 . 40 
CANAAS or al ie nahh Sb le i Re 2,128 .02 13,776 3 
Other COIMITION oc i oe it mdi m Sia mot A 2,927 .04 23, 239 .22 

00 EL HE BRE wl AL ATE ii RV 1 IAL A008 2 0 08 4 9, 214, 286 100. 00 10, 296, 639 100. 00         
  

6. TOBACCO PRODUCTS 
  

  

EL Rh OAT NCAA fe ob J Mg RE Sl $7,392,173 98. 55 $5, 714, 657 97. 62 
Dutch Bast Indies... 0 cine tad de edube ail . 92,128 1.123 124,733 2.43 
SI a Sl a AR WE II TEER 12, 343 .16 11, 898 +20 
OUNCE COURILI0R. eo Tne nas amd m nina d mms 3,915 .06 2,514 .05 

3 17 ert SR ER i sR Ss P7, 500, 559 100. 00 P5, 853, 802 100. 00 

  

7. PAPER AND MANUFACTURES THEREOF 
  

  

  

    
  

  

  

P4, 959, 642 74.92 $4, 850, 400 75.96 
536, 943 8.11 338, 911 5.31 
280, 386 4.24 262, 016 4.10 
237, 459 3.59 250, 168 3.92 
87, 275 1.32 58,471 92 
84,192 1.27 87, 220 1.37 
73,817 1.12 102, 574 1.61 
72,710 1.10 113, 780 1.78 
68, 497 1.03 62, 884 . 98 
67, 656 1.02 49, 271 pu if 

151, 218 2.28 209, 846 3.28 

£6, 619, 795 100. 00 P6, 385, 541 100. 00 

8. WHEAT FLOUR 

United Statest 1f of IT a, P2, 444, 690 42.80 $3, 633, 820 69. 25 
Australia. od Ee CR RE eA 1, 716, 349 30. 05 560, 454 10. 68 
Canada. iluivan: on SLi an mL, 1, 105, 445 19. 36 758, 525 14. 46 
Ey A IR eRe BD CS AN 409, 433 7-17 237, 773 4.53 
Chinn. fe ee Sa 35, 248 . 62 56, 510 1.08 

Other countries iv... ui bddl a idiom BL. SO eo 1B EE a 

AK RN ER 5,711, 254 100. 00 5, 247, 388 100. 00         
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Table showing the sources of the 10 principal imports in the order of their 
value—Continued 

9. CHEMICALS, DRUGS, DYES, AND MEDICINES 

  

  

  

  

          
  

  

  

  

1935 1934 

Imported from— 

Value Percent Value Percent 

$3, 449, 577 66.92 | P3,390,441 70.13 
, 158 8,23 44, 965 9.21 

345, 084 6.69 131, 907 2:73 
234, 714 4. 55 181, 956 3.76 
204, 413 3.97 245,103 5.07 
119, 260 2.31 111,720 2.31 
112,193 2.18 89, 029 1.84 
63, 366 1.23 33, 726 70 
54,411 1.06 53, 396 1:10 
46, 758 .91 27,112 . 56 

100, 702 1.95 125, 009 2.59 

5, 154, 636 100. 00 4, 834, 364 100. 00 

10. SILK AND RAYON AND MANUFACTURES THEREOF 

MIT I Sn ME ER SR I I Se P2, 454, 341 50. 59 P1, 781, 128 38. 69 
United Sy OT RSI pers TS EN YC le Ts 1, 941, 132 40.01 2,354, 124 51.14 

1 FY RISE I hk AL SMAI I AN TRL {Ee 261, 877 5.40 218, 928 4.75 
BO LANIOR. os hh i Fda Lh aetna Bs Saba ube Dd an 83, 054 1.71 90, 258 1.96 
Great. Britain... 0... i. de cr LS sae 49, 544 1.02 88, 681 1.93 
Germany lo ied Dalat re a Sa 25, 282 52 28, 564 . 62 
Switzerland 15, 655 .32 23, 044 . 50 
British East Indies 5, 560 .12 1,416 .03 
Netherlands 4, 590 10 2, 384 .05 
Belgium 4,444 .09 1, 298 .03 
Other countries 5, 921 s 12 13, 825 .30 

Fr ERE Sen Ge ee tl a Le 4, 851, 400 100. 00 4, 603, 650 100. 00         
  

Other imports—Articles other than the 10 principal items of 
imports registered a decrease amounting to 294,138. The value of 
such imports during 1935 being PHL, 620 ,085 as compared with 
$54,914,223 during 1934. 

Table presenting destinations and comparative values of the 10 principal 
commodities exported in 1935 and 193} 

[Gold bullion exported is not included in these figures] 

  

  

  

  

    
  

  

  

1. SUGAR 

1935 1934 

Exported to— 

Value Percent Value Percent 

P65, 898, 341 99. 87 | P130, 889, 986 99. 99 
24,723 . 04 16, 860 .01 
58, 295 .09 2, Sh Vim rama 

65, 981, 359 100.00 | 130,909, 161 100. 00 

2, COCONUT OIL 

URI ed Salon hr a os i od lt da We A P24, 010, 197 97.96 | P12, 793, 114 94. 14 
BritishiBast Indies. 0 cali a 181, 817 .74 29, 609 .22 
Germany ir. foc haan i boat Pao aa 91, 875 v7 53, 389 .39 
Dutch -EastiIndies. Lo 0 data 61, 426 .25 48, 338 . 36 
Netherlands. oc. ie. ti dil Cea died lia 59, 546 .24 283, 090 2.08 
10 a a TV ve Sa LAR AE TE 31, 403 213 98, 831 .73 
Other countrios io. 0... out re Sli dain 72, 898 .31 283, 371 2.08 

Ota) dr a a 24, 509, 162 100. 00 13, 589, 742 100. 00         
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Table presenting destinations and comparative values of the 10 principal 
commodities exported in 1935 and 193—Continued 

3. ABACA (MANILA HEMP) 

  

  

  

  

  

  

  

  

  

  

  

  

  

      
  

  

  

1935 1934 

Exported to— 

Value Percent Value Percent 

United States. nad. ta veal ara tI a P7, 622,019 33.21 P5, 391,791 31.13 
TARR RR 6, 299, 084 27.45 4, 762, 660 27.49 

Great Belton. ol a dda Lda. 4, 899, 068 21.35 3, 879, 238 22.39 
Belginm. clutter lL I nati acon aus 559, 422 2.44 393, 416 2.27 
Canadn, cat i ai i ai 485, 557 2.12 320, 460 1.85 
Australia....00 di la a ae 447, 788 1.95 311,910 1. 80 
Germany. con dra ro odo alien ae 446, 767 1.95 286, 313 1.65 
Pranee cod deals cL LI ah 411,191 1.79 257, 313 1.49 
SLR NIE GCI Tn 0 CE Bo fe 318, 805 1.39 284, 316 1.64 
INOPWAY ott Jat yi lio de aide I a i ot 229, 091 1.00 178, 346 1.02 
Other countries. i i sala aa 1,229, 141 5.35 1,:257, 373 7.27 

HT ET ER SE ST a Lara 22,947, 933 100. 00 17, 323, 136 100. 00 

4. COPRA 

United Slates. oui ue itbianin aati BH IE P18, 212, 020 82. 88 $7, 800, 120 45.32 
SCT EM TR LTE SR La BY ot Ee 1, 833, 698 8.34 289, 152 1.68 
Branece. ole on hol re Ande ey 1, 277, 266 5.81 4,324, 744 25.12 
Sweden... oot dba hse wa a a 129, 000 . 59 281, 819 1.64 
Netherlands. -. ox cous. Cooly Sanwa Selon i J. 146, 417 . 67 847, 956 4.93 
APAN. oN a a L 102, 034 . 46 494, 087 2.87 
an A OE PCN EN a SOG Se 83, 284 . 38 856, 922 4.98 
Ol her COMTI. ir din nate rare tat 190, 941 .87 2, 315, 449 13. 46 

4 1 I er ae A CT 21, 974, 660 100. 00 17, 210, 249 100. 00 

5. TOBACCO AND ITS PRODUCTS 

nied States 12 tur ono dad mrad dad $6, 577, 130 54.79 P6, 727, 306 64.75 
GL A Se SRR MI Te Bh ECE 3,177, 450 26.47 1, 223, 092 ) RR 
Koren. ri asta 739, 662 6.16 579, 542 5. 58 
i EEE Re aE I SRT I TL BN 334, 428 2.79 465, 553 4.48 
China: i El ee Se 288, 400 2.40 222, 104 2.14 
Hawali J i 205, 683 1.71 217, 809 2.10 
France... 173, 133 1.44 141, 604 1.36 
Hongkong 93, 455 rs 104, 973 1.01 
British EostIndies...... ouuulis. Loni ais 20 ois 89, 185 .74 80, 384 Lf 
SrencvAlrioa. 2. Co LE a h 73, 170 +61 81, 627 79 
Otheteountries, 00. To ou a eda 251, 957 2.11 545, 413 5.25 

A Hrs) IR 3 STE SO Td RC Se A I Ei I 12, 003, 658 100. 00 10, 389, 407 100. 00 

6. EMBROIDERIES (COTTON AND SILK) 

nod B08. ats in mint ts ms dns Dm 2 P10, 138, 446 99. 86 P5, 318, 243 99.73 
Hawail. ets IN ms re eh 10, 936 «+11 12, 385 «23 
i hr re LR a A 3, 107 . 03 2,212 .04 

4 1 AT TC Re BN a 10, 152, 489 100. 00 5, 532, 840 100. 00 

7. DESICCATED COCONUT 

P7, 883, 876 99. 49 P4, 506, 471 99. 94 
33, 567 .42 2, 608 . 06 

7, 187 B54 43 IN AE Sree Ll elie 

7,924, 630 100. 00 4, 509, 079 100. 00 

  

        
  

117688—37——4



26 REPORT OF THE GOVERNOR GENERAL 

Table presenting destinations and comparative values of the 10 principal 
commodities exported in 1935 and 1934,—Continued 

  

  

  

  

      
  

  

  

  

  

   

          
  

8. LUMBER 

1935 1934 

Exported to— 

Value Percent Value Percent 

United States... oct taeda sits Sr SR SIS P1, 944, 973 38.72 P1, 548, 481 35. 66 
DAT LS le nn i im ms wm wi ed vp ne wi 1, 545, 140 30.76 1, 421, 607 32.73 

Great Britain a a fe in eh a ie iis 578, 570 11.52 427,897 9.85 
China... Joadi i. 415, 739 8.28 331, 919 7.64 
Australia. colo l. 224,171 4.46 229, 938 5.29 
British Afriea.. ...... 180, 708 3.60 211, 440 4.87 
Portuguese Africa 29, 652 .59 86, 574 1.99 
Trolana. fo Ldd trio ile be tal I SA 23, 881 . 47 3,034 .07 
Other-eountries jo. «rides ail oa Lee Ls 80, 685 1.60 81, 900 1.90 

1077 0 Dt Sook SL i lhl J LN 5,023, 519 100. 00 4, 342, 790 100. 00 

9. COPRA MEAL OR CAKE 

United Statess LL.  suilican tatoos ula os P1, 235, 359 37.67 $894, 819 42. 57 
CO IIIYY ie a re a a oe mm rw ma 974, 592 29.72 769, 675 36. 61 
Denmark. LL a el 670, 616 20. 45 30, 562 1.45 
SWeAen. Lo Si aE Ls hl 152, 384 4.65 185, 186 8.81 
Netherlands... ot i Sm be 137, 565 4.20 149, 497 7.41 
Other COUNnIYIes fia rn an ca WA EL SEO 108, 331 3.31 72, 502 3.45 

Total lates oon Bde nc Seg 0 Th 20 3, 278, 847 100. 00 2,102, 241 100. 00 

10. CORDAGE 

United States... lool metals orn ling Na loc] P1, 257, 918 54.14 1, 570, 106 58.85 
British East Indies , 592 10. 70 223, 799 8.39 
Siam. oul... 163, 948 7.06 147, 933 5. 54 
Puerto Rico 111,113 4.78 195, 957 7.34 
Dutch East Indies 82, 848 3.67 85, 670 3.21 
Hong Kong. tn. cdoui oo iain lly eal 3 77, 014 3.31 49, 496 1.86 
Pert. fami ED LA A 72, 349 8.11 54, 915 2.06 
CHING. La teat ht ls os cd din ddiids Bd mi 66, 097 2.84 74, 147 2.78 
Hawaii. of dl. Ld Salah Lh a li 43,278 1.86 47,328 1.97 
Dutch WestiIndies. occ alo bo ol Lublr sili oo 0 31, 966 1.38 4,740 .18 
Other countries. tl. oot ht ad did sda dai ia 168, 506 7.25 214, 128 8.02 

a ys 2) Ble OO RRC MONR IA ORE ASL BCE 2, 323, 629 100. 00 2, 668, 219 100. 00 

Other exports—The other exports (except gold bullion) during 
the year under review amounted to P12,371,474 as compared with 
$12,248,899 in 1934, showing an increase of 122,575, or 1 percent. 

Faports of gold ore and bullion—The following figures have been 
furnished by the American Trade Commissioner, Manila: 
  

  

  

  

  
  
  

  

  

  
  

  

  

  

  

Year Gold ore! Gold pov Total value Year Gold ore! Gait a: Total value 

Kilos Ounces Pesos Kilos Cunces Pesos 
1920 92,317 | 3,972,652 || 1929 —--| 281,803 | 11,187,672 
1921 r 108,968 | 4, 510,764 || 1930 : 323,179 | 12, 660,025 
1922... 118, 005 4,916, 662 1931 320, 408 12, 769, 805 
joa 145,059 | 5,700,304 || 1932 439,394 | 17,071,442 
foe UIT 151,454 | 5,887,852 || 1933___ -| 425,030 | 16,442,175 
A LAE ERC RN Te 159, 580 6,572,488 || 1934._.__ hd 517, 934 19, 786, 604 
LR Ghee We ae 156, 304 6,508,432 11.1985. demas ia 841, 308 659, 843 26, 034, 357 
1927 141,134 | 5,424,134 
1928 153,223 | 6,325, 115 Total: 841,308 |4, 193,725 | 165, 860, 483 
                  
  

to 
1 Sod ore has been continuously exported during this period but quantity figures are not available prior 
1935.
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PUBLIC FINANCE 

Because the Tydings-McDuffie Act emphasizes the financial aspects 
of the transition period, it seems well to give in this report somewhat 
more detailed financial information than has been the practice in 
previous reports. Comparative figures for the past 10 years have 
been presented in connection with some of the financial statements. 
It is hoped that at a later date a very comprehensive report on public 
finance as of November 14, 1935, may be submitted. 

The following information is furnished in table I (pp. 28-29). 
Result of operation—General fund.—This statement presents actual 

income, actual expenditures, and excess of actual income over actual 
expenditures, in the general fund only, of the central government 
for the years 1926 to 1935, both inclusive. Excess of actual income 
over actual expenditures for the last 3 years totaled P10,757,924.45. 
This figure is the amount by which the current surplus account of 
the general fund increased during the last 3 years. Revenues ac- 
cruing to the general fund during the past 10 years reached a peak 
in 1929 when they totaled $89,681,205.13 ; they reached a low in 1933 
when they totaled P58,047,374.35. During 6 of the 10 years shown, 
actual income exceeded actual expenditures in the general fund; 
during the other 4 years actual expenditures exceeded actual income. 

Current surplus account—=General fund.—Mathematically, this ac- 
count is the excess of current assets plus deferred charges over cur- 
rent liabilities plus deferred credits. It does not represent free 
unencumbered cash. The current surplus account varied during the 
10 years presented from P51,789,035.29 as of December 31, 1929, to 
P28,590,665.91 on December 31, 1932. The account stood at P39,348,- 
590.36 as of November 14, 1935. 

Annual authorizations and disbursements—This statement pre- 
sents the details of the total authorized appropriations by years, the 
total actual expenditures and the excess of authorizations over 
actual expenditures. It should be stated in this connection that some 
authorizations were for various reasons not recorded in the books of 
account. Total recorded authorizations reached P103,064,413.33 in 
1930; they amounted to $63,923,606.73 in 1933. Excess of recorded 
authorizations over actual expenditures was lowest during the 10-year 
period in 1928 when it amounted to P4,947,361.06. Recorded au- 
thorizations during 1935 (to Nov. 14) exceeded actual expendi- 
tures during the same period in the amount of #15,868,507.42. 

Cash, position—General fund.—This statement presents cash posi- 
tion by showing the excess of cash accounts over current liabilities, 
deferred credits, continuing appropriations, and advances to the 
money-order fund. Other calculations may be made in presenting 
“Cash position.” The statement indicates that the excess of cash 
over the accounts above mentioned was lowest, during the 10-year 
period on December 31, 1926, when it amounted to $4,041,103.39. The 
most favorable showing was on December 31, 1929, when the excess 
amounted to P22,723,254.89. -It should be noted that this figure 
was slightly over the figure presented on November 14, 1935, which 
appears as P22,461,257.35. 

Bonded indebtedness of the Philippine Government, November 
14, 1935.—The following statement presents the details of the 
bonded indebtedness of the Philippine government as of November 

(Cont’d on page 30)



TABLE 1.—Statement showing the result of operation, current surplus, annual authorizations, and disbursements and cash position of the general 
fund of the central government for the years 1926 to Nov. 14, 1935, inclusive (all figures in pesos) 

RESULT OF OPERATION 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

    

and Sov, 1934 1033 1032 1931 

ACA I COTE Lr atu a EE th ment a pean a nh et am si mae tr ems 60, 447, 773. 89 63, 203, 962. 02 58, 047, 374. 35 61, 441, 172. 50 69, 425, 591. 75 
Anal eX Den Ores. - a lL i aa a im eA EE os TE a PE Stet 57, 999, 675. 72 56, 310, 148. 58 56, 631, 361. 51 65, 936, 588. 72 76, 641, 465. 73 

Excess of actual income over actual expenditures... x Lou fe dee Ln 2, 448, 098. 17 6, 893, 813. 44 1,416,012. 84 | (4, 495, 416. 22) (7, 215, 873. 98) 

CURRENT SURPLUS 

Excess (or deficit) of actual income over actual expenditures... ____ 2, 448, 098. 17 6, 893, 813. 44 1,416, 012.84 | (4, 495, 416. 22) (7,215, 873. 98) 
Add current Surplus, Jom or a te gee A ee 36,900,492. 19 | 30,006, 678.75 | 28, 590, 665.91 | 33, 086, 082. 13 40, 301, 956. 11 

EY et TEL FL Re BL sh I hm GIA. Ce Mn EA A By Le 39, 348, 590.36 | 36,900,492. 19 | 30,006, 678.75 | 28, 590, 665. 91 33, 086, 082. 13 

ANNUAL AUTHORIZATIONS AND DISBURSEMENTS 

Annu Budeet apPropriablons. onc ca a LT RE naa 42, 886,996.20 ; 56, 510,338.00 | 54, 058,674.00 = 65, 690, 451. 78 76, 460, 873. 75 
BHDBIeMEIa). or a aa am EG RD on wi A RR 4, 038, 240. 98 4, 466, 903. 70 1, 163, 302. 04 475, 708. 69 102, 113. 32 

Definite 2ppropriations offset DY Pete PEs. 2 ea os em rea fame 3, 259, 091. 03 177, 885. 21 110, 993. 83 457, 364. 36 343, 571. 25 
PUD Wor DLO DE a OS ee on ait ms I Si Le he i fo A, 000, 00 oe a va tn hs ARB ELS 
Permament ApDLonCIatIONS. . or a a Sl a i LR ee el ee 13, 133, 108. 22 OBB, BAL 1S ee a Sd] aT ee hl eh en 
Advances to Manin RB, RB. C0. wv re ahah mn ie madd abe ans Earn na) nade dss La BEL Bt MI Ir I SR Se A Rh 
Conditional apron Iablongs 8 a ad EE Ein oc ba rR Voth Ly SBE OL Ide SE SU 

Total authorized appropLIationS cis an rr i i ideal EE 67,958,331.43 | 61, 521,668.06 | 61,308,092.04 | 66,623, 524. 83 76, 906, 558. 32 
Add balance of continning sppreprigtions, Jan. Joo. oon. El ll an EE 5, 909, 851. 71 5,731, 073. 68 2, 615, 514. 69 4, 355, 397. 53 5,412, 098. 27 

Ror at ROr A ORNS fOr RG TOA dh ond Er i ral mw mm mm mi 73,868,183. 14 | 67,252,741.74 | 63,923,606.73 | 70,978, 922. 36 82, 318, 656. 59 

Deduct— 
Actual expenditures oat of carrent aDDrOPLIt IONS. ce a ve ee daa denna tam 55,320, 105.22 | 54,210,879.03 | 55,126,490.03 | 64,322, 015. 13 73, 383, 761. 85 
Actual expenditures out of continuing appropriations. oi... oie ell. 2, 679, 570. 50 2, 099, 269. 55 1, 504, 871.48 1, 614, 573. 59 3, 257,703. 88 

Potaligetus) expendi RIeS c.g nl 57,999, 675.72 | 56,310, 148.58 | 56, 631,361.51 | 65, 936, 588. 72 76. 641, 465. 73 

Excess of authorizations overactualexpen@ibmyes. act. oie lon 15, 868, 507.42 | 10, 942, 593. 16 7, 292, 245. 22 5, 042, 333. 64 5, 677, 190. 86 

CASH POSITION 
otal cash. cr dn ae pa ne Te , eA Sn Tis 46, 787, 050. 89 42, 642, 889. 90 37, 947, 655. 96 33, 054, 036. 95 36, 450, 193. 48 
Deduct total -carrent Habilities-and deferred ere@iS. ooo ohn ad oe dai a 13, 267, 497. 21 16, 122, 839. 19 19, 327, 482. 97 17, 259, 789. 72 22, 340, 562. 58 

Excess of cash over current liabilities and deferred credits... ______________ 33, 519, 553.68 | 26, 520, 050. 71 18, 620,172.99 | 15, 794, 247. 23 14, 109. 630. 90 

Deduct— 
Coniinning appropriations. ee dsb Rene a a Ema 5, 593, 011. 99 5,909, 851. 71 5,731, 073. 68 2, 615, 514. 69 4, 355, 397. 53 
Cash advances to money-order fund 5,465, 284. 34 3,728, 701. 59 3, 622, 695. 36 3, 541, 133.76 3, 704, 943. 19 

B73 OER I Te 1 SE RIT Ee MI Sa PR SM ST tag Sn ABS A CW 00 IE SY 11, 058, 296. 33 9, 638, 553. 30 9, 353, 769. 04 6, 156, 648. 45 8, 060, 340. 72 

Excess of cash over current liabilities, deferred credits, continuing appropriations and cash 
advances to. (he money-order Tand. ou cho Seats o han do niin Sm imo 5 am Sm Be tte 22,461, 257.35 | 16, 881,497. 41 9, 266, 403. 95 9, 637, 598. 78 6, 049, 290. 18         
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1930 1929 1928 1927 1926 

  

Actas OO oa a a LE  eata SRE T 
Aun DENA IIS TR or cs ra un tn om nwt BPE re rs er AW BE Boi weet IE 

Hxcess of actual income over actual expenditures... ia a i donne tn we 

CURRENT SURPLUS 

Excess (or deficit) of actual income over actual expenditures. . oo. 
Add current SarpINS Tan EE. ne a Ee aa 

Current SUPINE Col Cs a Ce ee 

ANNUAL AUTHORIZATIONS AND DISBURSEMENTS 

Annual budget appropriations a oo mal deh a es RRR Cr 
Supplemental. fio aa reno ee ion 
Definite appropriations offset DY. Teealpls. Lolo om ol Sr a ee adam i 

'‘Potal authorized appropriations. ooo be 0 er Rie rh nant re ni 

Addbalance of continning appropriations, Jan, dL... 2s mee et de mi me 

Totalianthorizations or the ¥ear. fm Lo ro im LT ae iat 

Deduci— 
Actual expenditures out of current appropriations... oo. ao oeseenddn liao 
Actual expenditures out of continuing appropriations... onde eta 

Total actual expenditores. oo or ee a te JE ee AEE 

Excess of authorizations over actual expenditures... ..-C XC. oo douemeimene tania ae 

CASH POSITION 
A a Re A SE Cr BC IE Ss ly IR EE SO ROR hE IA 
Deduct tobal current Yiabilities and deferred credits. oc or ewe ide eee i 

Excess of cash over current liabilities and deferred credits... ____ 

Deduct— 
Continuing Appropriations... noi Lor Fae mind rn ap he nS me He nH ge 
Cash advances to money-order Sunde... lo. oo 28 on a i ea ed de mn mee 

Excess of cash over current liabilities, deferred credits, continuing appropriations, and cash 
advancestio the money-order fund. a... ol ad de vh an mmm Fn Dn 

84, 494, 630. 24 
95, 828, 238. 78 

89, 681, 205. 13 
79, 071, 437. 31 

85, 454, 252. 44 
79, 866, 551. 37 

77,977, 658. 69 
74, 595, 811. 68 

78, 413, 363. 51 
90, 948, 603. 22 

  

(11, 333, 608. 54) 10, 609, 767. 82 
  

5, 587, 701. 07 3, 381, 847. 01 (12, 535, 239. 71) 
  

(11, 333, 608. 54) 
51, 789, 035. 29 

10, 609, 767. 82 
41, 179, 267. 47 

5, 587, 701. 07 
35, 591, 566. 40 

3, 381, 847. 01 
32, 209, 719. 39 

(12, 535, 239. 71) 
44, 744, 959. 10 

  

40, 455, 426.75 51, 789, 035. 29 41,179, 267. 47 35, 591, 566. 40 
  

32, 209, 719. 39 
  

80, 442, 990. 90 
17, 147, 280. 36 

861, 527. 98 

80, 207, 283. 00 
1, 966, 167. 77 

180, 875. 55 

74, 972, 495.79 
4,764, 174. 30 

195, 517. 62 

76, 102, 487. 00 
661, 824. 28 
195, 784. 93 

69, 957, 894. 24 
24, 145, 882. 60 

218, 508. 00 
    

98, 451, 799. 24 82, 354, 326. 32 79, 932, 187. 71 76, 960, 096. 21 94, 322, 284. 84 
  

4, 612, 614. 09 3, 561, 795. 79 4,881,724. 72 3,822, 518. 55 1, 643, 812. 34 
  

103, 064, 413. 33 85,916, 122. 11 84, 813, 912.43 80, 782, 614. 76 
  

95, 966, 097. 18 
      

92, 354, 894. 10 
3, 473, 344. 68 

76, 638, 707. 62 
2, 432, 729. 69 

76, 091, 174. 00 
3,775,377. 37 

72, 157, 109. 24 
2, 438, 702. 44 

89, 390, 905. 02 
1, 557, 698. 20 

  

95, 828, 238. 78 79,071, 437. 31 
  

79, 866, 551. 37 74, 595, 811. 68 90, 948, 603. 22 
  

  

7, 236, 174. 55 6, 844, 684. 80 4, 947, 361. 06 6, 186, 803. 08 5,017,493. 96 
  

60, 431, 885. 17 
38, 494. 054. 79 

58, 095, 268. 98 
25, 697, 641. 70 

46, 493, 428. 22 
23, 774, 235. 81 

40, 651, 670. 64 
22, 467, 984. 23 

35, 813, 834. 85 
21, 909, 332. 04 

  

21, 937, 830. 38 32, 397, 627. 28 22,719, 192. 41 18, 183, 686. 41 13, 904, 502. 81 
  

  

5,412, 098. 27 
5,323, 321. 56 

4,612, 614. 09 
5, 061, 758. 30 

3, 561, 795.79 
8, 462, 565. 40 

4,881,724. 72 
7, 880, 326. 78 

3, 822, 518. 55 
6, 040, 880. 87 

  

10, 735, 419. 83 9, 674, 372. 39 12, 024, 361. 19 12, 762, 051. 50 9, 863, 399. 42 
  

    11, 202, 410. 55   22, 723, 254. 89   10, 694, 831. 22   5, 421, 634. 91   4,041, 103. 39 
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30 REPORT OF THE GOVERNOR GENERAL 

14, 1935, and the relating sinking funds. A net bonded indebted- 
ness of ¥95,076,798.27 existed at the time of the inauguration of the 
Commonwealth. 

Bonded indebtedness and related sinking funds of the Philippine govermment,. 

  

  

  
    

  

  
  

  

  
    

Nov. 14, 1935 

Central government... _...__._._._._ le Al AER TR $120, 950, 000. 00 
Provincial governments. x fn i ar 7, 904, 700. 00 
Municipal governments... oii ee aS 1, 510, 600. 00 
Qity-ofaManfia brew. Con ime el ed 7, 500, 000. 00 
Metropolitan: walter QISITICt. Lu. ed fe im ais 16, 500, 000. 00 

Gross bonded indebtedness__ A 154, 364, 700. 00: 

Deduct sinking funds accumulated on Nov. 14, 1935: 
Central government._______ oR 47, 669, 922. 11 
Provineial governments ood nna 1,382, 570.72. 
Municipal governments___________ REL 486, 329. 55 
City of Manila. >... RE LRA Sl 2, 224, 636. 38. 
Metropoliian ‘water district or. lel ial 7,524, 442, 97 

Total_ a 59, 287, 901. 73 

Net bonded indebtedness on Nov. 14, 1935____________ 95, 076, 798. 7 

The history and the present status of the bonded indebtedness of 
the Philippine Islands on November 14, 1935, is presented on table 
II (pp. 31-36, incl.). 

The sinking funds are made up of annual contributions from the 
general funds of the insular government or the respective provincial, 
municipal, or city governments or the Metropolitan Water District, 
together with the accretions derived from their investment. 
Bonded indebtedness of the Manila Railroad (Co.—The gen- 

eral balance sheet of the Manila Railroad Co., showing financial po- 
sition on November 14, 1935, gives the bonded indebtedness of that 
company, together with government advances, as follows: 

Refunding mortgage 5-percent gold bonds due July 1, 1956____ $26, 472, 000. 00- 
First mortgage 4-percent geil bonds due May 

  
  

  

  

  
  

A089. Ee EET Tr #31, 182, 000. 00 
Less 4-percent gold bonds: 

Pledged. ii. a $5, 622, 000. 00 
Retived... oo. any 3, 680, 000. 00 
Reacquired and held by the 
COMPANY ood a. tm 710, 000. 00 

10, 012, 000. 00 
: 21, 170, 000. 00 

First mortgage 4-percent gold bonds due May 
11,1059. al. 2, 246, 000. 00 

Less: 
Retired lio: 5 =a $36, 000. 00 
Reacquired and held by the 

COMPANY... oa ve Bs 70, 000. 00 
—_— 106, 000. 00 

2, 140, 000. 00 
7-percent sinking-fund bonds due May 1, 1937________________ 3, 000, 000. 00 
Philippine Government advances interest on 4- and T7-percent 

DONS a EE a hE 4, 823, 575. 17 

Paotal long-term debt. 0 ke LS 57, 605,575. 17 

Against the bonded indebtedness, the balance sheet shows a sinking- 
fund reserve in the amount of P4,088,538.83.



Detailed statement of all the outstanding bonds issued by the various branches and entities of the Philippine government, showing the history and 
the present status of each as of Nov. 14, 1935 
  

  

  

  

   

                      

Authority of issue Date of— 

Nature of Act of the Philippi Dura. | Interest ature o ct of the Philippine he rate per 
Name of bond bond Act of Con- Island Legislature Hou annum 

gress of the Issue Maturity (percent) 
United States 

No. |Dateapproved 

Central government: 
Public improvementof 1906... Lilia alrdiiel iron ddPea ins Registered..._{ Feb. 6,1905 1444 | Jan. 24,1906 | Feb. 1,1906 | Feb. 1, 1936 10-30 14 
Publicimprovement of 1009... Cu lo Le ll lai Si RE dou aco do. 2. . 1954 | May 20,1909 | Aug. 1,1909 | Aug. 1,1939 10-30 14 
Railroad: parchase io J uals Je Ships laps 2 0 Ce oo a eas i Lr Si es Aug. 29,1916 2615 | Feb. 4,1916 | Dec. 1,1916 | Dec. 1,1946 10-30 14 
Public improvement of 1921_____._______ FE de Aan m Coupon... =: July 21,1921 2040 | Feb. 5,1921 | Aug. 1,1921 | Aug. 1,1941 20 2 51% 
Finoncisl interests’ protection. uo ds bout ar. ol ao ian dads QO. aa dol oi. 2099 | Feb. 2,1922 | Feb. 1,1622 | Feb. 1,1952 30 25 
Irrigation and other permanent publieworks_ _.__.___. _ ____________|..... do... 5 May 31, 1922 3013 | Mar. 81922 | July 1,1922 | July 1,1952 30 2414 
CUTTenNEY tr i 2 a LT CE ey ER A a ICE TE go... Retina TR ps 3058 | June 13,1922 | July 15,1922 5d 15, 1952 30 241% 
Cebu port works and improvement: 

rst Series as a re IT 1,1928 | Mar. 1, 1958 30 2 4Y4 
AL LEAR Tr TE SCTE ITE et Del SRN As AE Ithd osol pafihe . 15,1929 | Sept. 15, 1959 30 2415 
ehird series 0 ey I Ll . 15,1930 | Mar. 15, 1960 30 2414 

Iloilo port work, and improvement: 
ET OR ER TY A OR Le me cpp etal SI . 01,1928 “Apr..io 11958 30 2414 
Second series . 15,1929 | Oct. 15,1959 30 2414 
An EN EE VL AOI odo to Ets eon LA . 15,1930 | Apr. 15,1960 30 2414 

Potal(execiuding collaterakbonds inthe amount of P1544, 700 oor uu of ae fn dain Ye ae ate Ju iB dais dogs Ye da a da de ca ates ode em ee Se om imi 
which are shown and indicated below under the respective 
entities). 

Provincial governments: : 
Toile pablicimprovements. . ones sx ol a onli a Registered. .._| May 31, 1922 3222 | Sept. 16,1925 | Jan. -1,1926 | Jan. 1,1956 10-30 2414 
Panzasinanpablicimprovement 3... rai |e Qo. ria dots. .- 3228 | Nov. 12,1925 | Mar. 1,1926 | Mar. 1,1956 30 2414 
Occidental Negros’ pablicimprovement 3... cc coeieicimincnfuncen hy Ad ad doo... 3229 | Nov. 14,1925 | Apr. 1,1926 | Apr. 1,1956 30 2414 
Marindnquepublicimprovement $n oc on or ona ns 417) renee Ent doi. 3268 | Dec. 9,1925 | May 1,1926 | May 1, 1956 30 2414 
Yosund public improvement 3. Li ce Sa Lait aie Coupon..—.....3_..% 40... .. 3265 | Dee. 17,1925 | May 1,1927 | May 1, 1957 30 2 414 
Ylocos Norle publicimprovement so ot oo a aii Registered. .._|.---. do... ...2 3266 1... 40... June 1,1926 | June 1,1956 30 2 414 
Tocos Sar publicimprovement ss. o-oo Ce li iit aie COUPON. coc oyt ses dou... 3278 | Nov. 30,1926 | July 1,1927 | July 1, 1957 30 2414 
Parlacpublic improvements... otal i tia iad ean 1 eR Eh do.....o 8270 {cuss d0..ci tn 0. ene es do. i 30 2 414 
Pampanga pablic improvement 8. ais. 0 il ho acl dill i eames obi ote do oo 32221. [ok doit a doo. ioln d0........ 30 2414 
Nueva Eciis public improvements. oc iio. oi svn iliataidt doit ia 0. ni 2320 |: Dee. (17,1926 |... do.iz... jus. do..... 30 2 4Y5 
Bulhcanpublic improvement 8. . o.oo rE RE he do oy... bd do... co. bet doi aa dol. ines 30 2414 
Camarines Sur public improvement 3___.________ RI Te Be SE AOL Car ati B00 cmon 3280 | Nov. 30,1926 | Aug. -1,1927 | Aug. 1, 1957 10-30 2 414 
16 Union public improvement. 0 de tis sie dad han aa ate doc Yr dozlooveis 8231 jaan. do. cn Jan. 11,1928 | Jan.  ‘1,1958 30 2414 
Occidental Negros public improvement bonds 3____________________ Registered. .__|_.... 40. aiaia- 3987 | Dec. 3,1932 | July i 1933 | July 1, 1963 30 25 

RO a ie ER da a nL ne a ed BR hi Cae rae] S aee t e n ds ee TE Bae Vai » Somos dese andi at i ny ate Ne ee ot tos Sole a sat ms 

Footnotes at end of table, 
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Detailed statement of all the outstanding bonds issued by the various branches and entities of the Philippine government, showing the history and 
the present status of each as of Nov. 14, 1935—Continued 

  

  

  

  

  

Authority of issue Date of— 

Nature of Act of the Philippi Durge | ine ature o ct of the Philippine Filling rate per 
Name of bond bond Act of Con- Island Legislature fons annum 

gress of the Issue Maturity (percent) 
United States 

No. |Date approved 

Municipal governments: 
Cebu sewer and waterworks, Cebit... eevee o.oo... i | Registered... | July 11,1902 2009 | Dec. 27,1910 | Jan. 11,1911 | Jan. 11,1941 10-30 14 
Majayijay sewer and waterworks, Lagana. =... 0 vg AO Aug. 29,1916 2773 | Mar. 8,1918 { Jan. 1,1919 | Jan. 11,1949 30 15 
Santa Cruz sewer and waterworks, Taguna. 0...  oitolen O00... oll er do. said yr NER do - co tinris ELE SR Ore. on 30 15 
Bangned sewer and waterworks; Abracsiuc.. coc. aoa i Dn Sa Eat RA pt a 2808)... ' MA SHEA Ys Ty oR Ss BB Ty MI nhs 30 15 
Cabatuan waterworkssystem, Tloflo 3... oo io iri or noaniiid do ox dow. oo May 31, 1922 3222 | Sept. 16,1925 | Jan. 1,1926 | Jan. 1, 1956 10-30 2414 
Dingle. waterworkesystem, Hoflo®_..._....... 0. arsine od doz nnd oo 0 3222 |... 1 PT A BA [1 SH ETE I O-tn0e 10-30 241 
Noilowaterworks system, Noflo d=. i... 0 0 0 ae ies. dozier er dosror 3222 [amen QO doe ciih focus do.c.vi: 10-30 2414 
Jaro waterworks gystem, Ylollo 3... a sin of a dos. rote do rere 3222 |..... Qo. ora sy doiacza lnm done. 10-30 2 414 
Lo: Paz waterworkssystemn, Rollo... o.oo oi Sota ar mal ads i Teg le Bi dos 3922 1... (Uy nn Se do ceo a. dos... 10-30 2415 
Magsinwaterworkssystem, llofloS_2.- = zo c. oJ oo (1 RE te) eet Gots ry S002 |i s [pea oad ne VE dos ese Qo. ian. 10-30 2415 
Pavia. waterworks system, Hollo dis oor er a ee dos.ll ny do. ois 3222 [mcr do... een datas lag dor... cL. 10-30 2415 
Pototan waterworks system, Holo. or oo ia Fa fear do. ado 9222 [int Aoi outlets do. ase {200% doi... 10-30 2414 
Santa Barbara waterworks system, Xoilod._______________________|_____ dott oli qo... 3222 |____. 40... 0 ah ME doc... 10-30 2415 
Bacarra waterworks system, Ilocog Norte 3... =. o.oo. len do... Crs dole 3266 | Dec. 17,1925 | June 11,1926 | June 1, 1956 30 2415 
Laoag waterworks system, Ilocos Norte... ___._______| ____ dor. coil iad do 0 3266 |..--- doo oi) oil Go. ani Vo doi. 30 2415 
Pasuquin waterworks system, Ilocos Norte3_..____________________| _.___ TRARY Bae do... 3266 |..... dol  .f  5. Aoi ous 40. ..20 30 2415 
Vigan waterworks system, Hlocos Sur? oo. 2. rr wwe Coupon... ull dol. air. 3278 | Nov. 30,1926 | July 11,1927 | July 1, 1957 30 2415 
Camaligan waterworks system, Camarines Sur3._______.________|.____ do....i a 2 do. nia, 3280 |-iak dos... Aug. 1,1927 | Aug. 1,1957 10-30 2415 
Canaman waterworks system, Camarines Sur3..__________________|.____ dot. lini hel do......0. 3280: 8. do. Lie ais do... La diag do.-i:l.. 10-30 241; 
Magarao waterworks system, Camarines Sur3.____________________|.____ 1 vn Re IC ed dodi Lily, 280.4... dos un Lh do ii hii doi Ho 10-30 2414 
Naga waterworks system, Camarines Sur3...______________________|____._ do. ti ti ay. dos. a) 3280.0. - do. Qo: cool. 40-220 10-30 2414 

City of Manila: 
Public improvement, Act 2894 3 3051 | Mar. 11,1922 | June 1,1922 | Dee. 1,1950 2814 2414 
Lowland improvement 8 3352 | Nov. 17,1927 | May 1,1928 | May 1, 1958 10-30 2414 
Public improvement 3456 | Dec. 3,1928 | Apr. 1,1929 | Apr. 1,1959 30 2414 

Metropolitan water district: : 
Sewer and waterworks (Manila): 

Secondiserien.... tipi ngs ae Registered..._| July 1, 1902 1323 | Apr. 14,1905 | Jan. 2,1907 | Jan. 2, 1937 10-30 14 
Thirdseries. a sal oo Rr a do 2b li qo... PRP 40... 3 Jan. 2,1908 | Jan. 2,1938 10-30 14 

Moetropnitan water disiriet: ool 0. ago Jd aan Coupon......... May 31, 1922 3204 | Dec. 3,1924 | Apr. 1,1925 | Apr. 1,1955 10-30 25 
BO. a a Ee i eden aa SL BA 3255 | Dec. 3,1925 4) (4) 30 4)                 
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Amount authorized Sinking fund reserve 

  

  

lateral bonds in 
the amount of 
$15,494,700 which 
are shown and 
indicated below 
under the respec- 
tive entities). 

  

  
Footnotes at end of table. 

  

                      

Nature of Net bonded {i Name of bond bors Canceled Viability Purpose of issue 

Total Issued Unissued Cash Investments bonds, Total 
Act 3014 

Central government: ; 
Publis improvement of | Registered. .__.| 22,000,000 | #2,000,000 |..__._..___. $183, 601. 05 $585,000 | $1, 210,000 | 71,978,601. 05 P21, 398. 95 I construct public 

Public improvement of |_____ do... ne 3,000,000 | 3,000,000 |.__________. 210, 280. 75 484,000 | 1,744,000 | 2,438,280.75 | 561,719.25 || Works projects, etc. 
9. 

Railroad purchase..........}...__ dori ye 8,000,000 | 8,000,000 ............ 34, 372. 60 836,000 | 3,048,000 | 3,918,372.60 | 4,081,627.40 | To purchase capital 
stock of the Manila 
Railroad Co. 

Public improvement of | Coupon..._._. 20, 000, 000 | 20,000,000 |.._____._._.___ 2, 085, 829. 68 6, 405, 500 | 4, 290, 000 (12,781, 329.68 | 7,218, 670.32 | To construct irrigation 
1921. systems and other 

public improve- 
ments. 

Financial interests protec- |._._._ dos... 2: 10, 000, 060 | 10,000,000 |.__________. 81, 339.76 685, 000 2,476,000 | 3,242, 339.76 | 6,757,660.24 | To protect the finan- 
tion. cial interests of the 

government. 
Irrigation and other per- |.____ dois; 43, 000, 000 | 23, 600,000 {5P19,400,000{ 11,195.16 2,080, 000 | 5,448,000 | 7,539, 195.16 (16, 060,804.84 | To provide funds for 
manent public works. the construction of 

public improve- 
ments, ete. 

Currency... oc... odd. fl dooce 47, 000, 000 | 46,000,000 | 31,000,000 | 761,625.55 3,251,000 | 10, 672, 000 |14, 684, 625. 55 [31, 315, 374.45 | To provide funds with 
which to constitute 
the gold-standard 

; fund and the treas- 
Cebu port works and ury-certificate fund. 
improvement: 

Firstiseries go... bail rns doi. oars, 1,500,000 ( 1,500,000 |...c.cuuun.n 361. 06 69, 000 164, 000 233,361.06 | 1,266, 638.94)| To provide funds for 
Second series... .ueneeo fox do. 3%... 1,500,000: = 1,500,000 Joo. uit 1,937.13 113, 000 78, 000 192,737.13 | 1,307, 262.87 the extension and 
Third series se aaciaoul. oa qo. 1,000,000 |: 1,000,000 |. ono. 4,084. 97 103,000, [- : conn 2ems 107, 084. 97 892, 915. 03 improvement of the 

Iloilo port works and port of Cebu, Cebu. 
improvement: 

Pivst series. t. ocacoui l-a-2Q0 10 0 1, 500,000 | 1, 500, 000 3, 785. 89 65, 000 164, 000 232,785.89 | 1,267,214.11)| To provide funds for 
Second series 2 1, 600, 000 | 1,000,000 |- 2, 636. 55 105, 000 20, 000 127, 636. 35 872, 363. 45 the construction and 
Phirdiseries. const 0 AO z 1,850,000 | 1,850,000 2,571.96 191,000: oy 2 0 he 193, 571.96 | 1, 656, 428. 04 improvement of the 

port of Iloilo, lioilo. 
Total {excluding cols J. ...oinonmaonsn 141, 350, 000 120, 950, 000 | 20, 400, 000 |3, 383, 422. 11 14, 972, 500 | 29, 314, 000 |47, 669, 922. 11 |73, 280, 077. 89 
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Detailed statement of all the outstanding bonds issued by the various branches and entities of the Philippine government, showing the history and 
the present status of each as of Nov. 14, 1935—Continued 
  

Amount authorized Sinking fund reserve 

  

  

    
  

                    

Nature of Net bonded ; Name of bond Sa Canceled ability Purpose of issue 

Total Issued Unissued Cash Investments | bonds, Total 
Act 3014 

Provincial governments: 
Iloilopublicimprovement3.| Registered.___| 1,121,000 | 1,121,000 |-ceoco-eoo__- 1,196.18 88, 000 145, 000 234, 196. 18 886,803.82 | To construct water 

works systems, ete. 
Pangasinan A public im- |[____. door 857, 000 857060 Joo oi 18, 322.73 51, 000 112, 000 181, 322.73 675, 677. 27 

provement. 3 

Occidental Negros public |... 1 MALERIRE IY 800, 000 800, 000 12 - < sim wda a 251. 68 99, 000 68, 000 167, 251. 68 632, 748. 32 
improvement.? 

Marinduque public im- |.____ do....o 5. 111, 000 10,0004 on salen 1.318.21 22,000. c. cnt 23, 318. 21 87, 681.79 
provement.3 ; 

Laguna public improve- | Coupon._._...__ 196, 000 196,000 {.-=c si id 2,405.70 47,000 2, 000 51,405.70 144, 594. 30 
ment.3 

Ilocos Norte public im- | Registered. .__ 442, 000 442,000 {i coacs ais 1, 659. 61 47, 000 42, 000 90, 659. 61 351, 340. 39 
provement. 

Ilocos Sur public improve- | Coupon_______ 260, 000 260,000; ...ucue ni 396. 11 24, 500 22, 000 46, 896. 11 213,103.89 || To construct public 
ment.3 works, ete. 

Tarlac public improve- |... do..5... 343, 000 342, 000 1, 000 1, 262. 87 18, 000 42, 000 61, 262. 87 280, 737. 13 
ment.3 

Pampanga publicimprove- |... do... nk 955, 000 954, 000 1, 000 2, 297. 54 77, 000 94, 000 173, 297. 54 780, 702. 46 
ment.3 

Nueva Ecija public im- |_____ QAO 690, 000 690,000 7. --_ci-. ia 621. 99 25, 000 98, 000 123, 621. 99 566, 378. 01 
provement.3 

Bulacan public improve- |._._. do. 474, 000 474,000 1 5c clas. 2,321.97 43, 000 40, 000 85, 321. 97 388, 678. 03 
ment.3 

Camarines Sur public im- | .____ qo; 160, 000 160,000 1c cio 1, 064. 70 21, 500 6, 000 28, 564. 70 131, 435. 30 
provement.? 

La Union public improve- |..... doar! 330, 000 220, 000 110, 000 2,307.43 62,000... conidia 64, 307.43 155, 692. 57 
ment.3 

Occidental Negros public | Registered_...| 1,500,000 | 1,277,700 222, 300 144.00 51,000 fut miei omien 51,144.00 | 1, 226, 556.00 | To construct roads and 
improvement bonds.3 to reimburse insular 

government of out- 
standing loans con- 
tracted for perma- 
nent improvements. 

ATE Da NEE RE SR RC 8,239,000 | 7,904, 700 334, 300 35, 570. 72 676, 000 671,000 | 1,382, 570.72 | 6,522, 129. 28 
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Municipal governments: 
Cebu sewer and water- 

works, Cebu. 
Majayjay sewer and water- 

works, Laguna. 
Santa Cruz sewer and 
waterworks, Laguna. 

Bangued sewer and water- 
works, Abra. 

Cabatuan waterworks sys- 
tem, Iloilo.3 

Dingle waterworks sys- 
tem, Iloilo.3 

Iloilo waterworks system, 
Iloilo.? 

Jaro waterworks system, 
Iloilo.3 

La Paz waterworks sys- 
tem, Iloilo.3 

Maasin waterworks sys- 
tem, Iloilo.3 

Pavia waterworks system, 
Iloilo.3 

Pototan waterworks sys- 
tem, Iloilo.3 

Santa Barbara waterworks 
system, Iloilo.3 

Bacarra waterworks sys- 
tem, Ilocos Norte.3 

Laoag waterworks system, 
Ilocos Norte.3 

Pasuquin waterworks sys- 
tem, Ilocos Norte.3 

Vigan waterworks system, 
Ilocos Sur.3 

Camaligan waterworks 
system, Camarines Sur.3 

Canaman waterworks sys- 
tem, Camarines Sur.3 

Magarao waterworks sys- 
tem, Camarines Sur.3 

Naga waterworks system, 
Camarines Sur.3   

Registered... 

Footnotes at end of table. 

56, 816. 04 | 

  
    

250, 000 250,000. 1 Jatt ae 6, 183. 96 95, 000. 00 92, 000 193, 183. 96 

60, 000 40, 000 20, 000 1,748.74 15,000.00: ~~ --ere-- 16, 748. 74 23, 251. 26 

90, 000 90,0003 a3 oh 1,229.70 37,000.00] won cm eenm= 38, 229. 70 51,770. 3G 

40, 000 9000 |. oo lf 957.20 16,000.00 {---c--...- 16, 957. 20 23, 042. 80 

8, 000 8,000]. sul : By der ot ARIE Cr LE HE 1, 557.73 6, 442. 27 

20, 000 20,000 =. iio. 471.96 2, 500. 00 1, 000 3,971.96 16, 028. 04 

338, 000 338,000: 1 1, 503. 56 37, 000. 00 32, 000 70, 503. 56 267, 496. 44 

94, 000 84.000 J. 2 Toot 1, 563. 14 11, 000. 00 7, 000 19, 563. 14 74, 436. 86 

80, 000 80,000 J <u i-oussiis 1,247.13 10, 500. 00 5, 000 16, 747.13 63, 252. 87 

3, 000 3.000 oe as nl BE RR RR rl ee 584.11 2, 415.89 

25, 000 20,000 (23 nx oo 682.82 3, 500. 00 1, 000 5,182.82 19, 817.18 

159, 300 159, 200 100 1,488. 68 11, 500. 00 20, 000 32, 988. 68 126, 211. 32 

104, 800 104:800 Vio cons 436. 08 13, 500. 00 8, 000 21, 936. 08 82, 863. 92 

7, 000 7000 ea : DU8 re oR De J De a 11) 1,347.63 5, 652. 37 

89, 000 890008 cc = nav tne 1, 051. 66 9, 000. 00 8, 000 18, 051. 66 70, 948. 34 

10, 000 10,000 | -2ereczooil ; Y3 1108 1 NORE tery af | Ale Ee 1,925.13 8, 074.87 

90, 000 90,000 {~~ c=. 1, 966. 64 8, 000. 00 6, 000 15, 966. 64 74, 033. 36 

5, 000 Sp0005] 2 io 2s. Uy AT 0 EAR AEET] Be SR Te 837. 40 4,162. 60 

5, 000 POLES pel mi 87-800. lll 837. 40 4,162. 60 

15, 000 15: 000 |. to dt nes 1,602. 19 3; 000.005 Sion cos 2,602.19 12, 397. 81 

37, 500 37, 000 500 1, 606. 69 5#000.004] 2 2 io 6, 606. 69 30, 393. 31 

1, 530,600 | 1,510, 000 20, 600 30, 829. 55 275, 500. 00 180, 000 486, 329. 55 | 1, 023, 670. 45                     
  

To construct sewer 
and water-supply 
system, ete. 
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Detailed statement of all the outstanding bonds issued by the various branches and entities of the Philippine government, showing the 
history and the present status of each as of Nov. 1}, 1935—Continued 
  

  

  

  
  

  

    

  

  

                    
  

  

  

  

Amount authorized Sinking fund reserve 

; Nature of Net bonded 5 Sa Name of bond ai Canviled tol Hability Purpose of issue 

Total Issued Unissued Cash Investments bonds, 
Act 3014 

City of Manila: 
Public improvement, Act | Coupon_______ 5,500; 000: 5,508,000 |: sx ic-to. 11, 682. 20 681,000.00 | 1,242,000 | 1,934,682.20 | 3,565,317.80 | To construct public 

94.3 works and other im- 
provements. 

Lowland improvement 3_._|_____ doz .cos. 1,000,000 | . 1,000,000 Je: =. re 25, 533. 82 37, 000. 00 96, 000 158, 533. 82 841,466.18 | To fill Ianay in the 
city of Manila. 

Public improvement... ..._[_ ____ doziie.L. 10, 000, 000 | 1, 000, 000 | 9, 000, 000 4, 420. 36 77, 000. 00 50, 000 131, 420. 36 868,579.64 | To construct perma- 
nent public im- 
provements. 

Potald or vena, rei dee 16, 500, 000 | 7, 500, 000 | 9, 000, 000 41, 636. 38 795,000.00 | 1,388,000 | 2, 224, 636.38 | 5, 275, 363. 62 

Metropolitan water district: 
Sewer and walerworks To provide funds for 

(Manila): the construction and 
Second series... __..____ Registered....| 4,000,000 | 4,000,000 __________. 106, 444. 46 | 1, 220,000.00 | 2,388,000 | 3,714, 444. 46 285, 555. b4 extension of sewer 
Thivdsefies cai 20 qo-i3: tong 2, 000, 000 A RLS ea i ra 60, 333.46 | 1, 102,472. 50 70, 000 | 1,932, 805. 96 67, 194. 04 and waterworks sys- 

tems for the city of 
3 Manila. 

Metropolitan water dis- | Coupon_______ 6,000, 000.1 6,000,000}... ~~ 12, 016. 18 487, 000. 00 944, 000 | 1,443,016. 18 | 4, 556,983.82 |} Extension of sewer 
trict. and water-supply 

DL TREE he Mae LSS do-ecanis 6, 000, 000 | 4, 500, 000 | 1, 500, 000 11, 176. 37 363, 000. 00 60, 000 434, 176. 37 | 4, 065, 823. 63 systems. 

CNT ea Be SE A a PE 18, 000, 000 | 16,500,000 | 1,500,000 | 189,970.47 | 3,172,472.50 | - 4,162, 000 | 7, 524, 442. 97 | 8, 975, 557. 03 

Granddotal: oo ran on 85, 619, 600 |154, 364, 700 | 31, 254, 900 |3, 681, 429. 23 19, 891,472. 50 | 35, 715, 000 |59, 287, 901. 73 |95, 076, 798. 27 

1 Payable quarterly. 2 Payable semiannually. 3 Total collateral bonds, $15,494,700. 4 See following table: 

Rate of Rate of 
Date of issue Maturity interest Amount Date of issue Maturity interest Along 

(percent) (percent) 

Qet 0920.0. 00 oom nh” Oct. )1, 1950. 4... L050 oy 4121 “$3,000,000 || Nov. 1,;1935.. ou oa. =» Noval, 1968 1c. Jo a 3. 5 $500, 000 
Apr.1,1031. 2. ADE. 1,106): ao. a ani 415 500, 000 EEE 
Mar. 15, 1935 Mar. 15,1985... lie th 5 500, 000 4, 500, 000 

  

  

  

                

8 Unissued bonds under Acts 3013 and 3058 in the sums of 19,400,000 and #1,000,000, respectively, are authorized to be canceled under Act 3383, 
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In view of the provisions of the Tydings-McDuffie Act, under 
which the Commonwealth Government assumes responsibility for 
the payment of the bonded indebtedness of its instrumentalities, it 
is evident that the inability of the Manila Railroad Co. to set up 
adequate sinking funds out of earnings produces an obligation which 
the Philippine Government will have to meet. 

Government-owned corporations—The following is a statement re- 
flecting the financial condition of the Government-owned corporations 
on November 14, 1935. The Sabani state is administered by the 
National Development Co. 
  

  

  

          
  

  

Outstanding capital stock 

Held by the | Held by Gov- | Held by 
Total central gov- |ernment-owned| private 

ernment companies parties 

Philippine National Bank ____________._._.. £10, 000, 000. 00 PO, 838, 000; scission i ndameds $161, 400 
Manila Railroad Col. cova iascicdidabpsd.- 25, 127, 000. 00 25,127,000 Fr gs re a ts 
Manila Hotel Co.ocunn sie rimndin tint 000,000:00 1-5... LaF 1 $871, 600. 00 28, 400 
National Development Co____.__.._________ 5, 935, 900. 00 5,935,000. 25. 2 20 os 900 
Cebu Portland Cement Co sic Lai iii... 2. 750,800, 00h. J a 3 2, 750, 000. 00 800 
ila ET aa CR SES SE Sy Se 288,358.90 [eat naan $288,338.90... ian. 

Surplus or deficit 

Nov. 14,1935 | Dec. 31,1034 | Increase (+), 
decrease (—) 

  

Philippine Notional Bank... ooo i. ai... 
Manila Railroad Co 

National Development Co 
Mama Hotel Co... i lin 

Cebu Portland Cement Co 

P15, 745, 253. 62 
18, 230, 484. 79 

873, 749. 96 
22,179, 672. 24 
2,918, 557. 53 

P14, 207, 887. 61 
20, 110, 524. 53 

753, 930. 84 
22, 449) 229. 29 

2, 837, 826. 32 

+P1, 537, 366. 01 
—1, 880, 039. 74 

+119, 819.12 
+269, 557. 05 
+80, 731. 21         

1 Manila Railroad Co. 
2 Deficit. 
3 National Development Co. 

As will be seen from the above statement, the net worth of the 
Philippine National Bank was increased by #1, 537,366.01 during the 
period from January 1 to November 14, 1935. During this period 
22 shares of stock were repurchased by the government from private 
parties at their par value, leaving $161,400 worth of shares outstand- 
ing in private ownership. In accordance with section 4 of Act 3174, 
the bank reimbursed the government in the sum of $2,050,748.81 
during this period. The contingent obligations of the bank to the 
government for contributions stood as follows on November 14, 1935: 

Original’ contributions by the government... i... ___. >.>. ' $61, 951, 931. 75 
Less payments made by bank under sec. 4 of Act 3174 to Nov. 

Gi Lobatse LL RAO SE ER A el SER ed 13, 662, 834. 14 
  

Balance, payable as profits are realized ________________ 48, 289, 097. 61 

This situation is the result of the losses incurred by the bank in the 
years just prior to 1921, for an account of which see Report of the 
Governor-General for that year, and the rehabilitation of the bank 
by the Philippine Government as provided in Acts 2999 and 3174.
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A consolidated balance sheet showing the financial condition of the 
Philippine National Bank on November 14, 1935, follows: 

Consolidated Condensed Balance Sheet of Philippine National Bank, Manila, 
P.1., Nov. 1} 1955 

RESOURCES 

Cash and due from banks: 
Cash on hand 
Circulation reserve deposited with United 

States banks mda 
Due from United States banks (time)___ 
Due from foreign banks (time) _________ 
Due from United States banks (demand) 
Due from foreign banks (demand) ______ 
Due from local banks__ BR 
Checks and other cash items_._._________ 

  

  

  

$10, 273, 655. 73 

2, 500, 000. 00 
2, 900, 000. 00 
1, 000, 000. 00 

11, 550, 812. 46 
781, 150. 49 
161, 059. 43 
36, 266. 00 
  

Bonds: 
VW. S: “Government bonds. i... ie ann 
Philippine government bonds____________ 
State, municipal, and other bonds_______ 

8, 052, 008. 54 
13, 022, 000. 00 
18, 485, 250. 00 
  

  Total.{par value..." 
Bond premiums___ Sia   

39, 559, 258. 54 
573, 329. 72 
  

Other investments_ i 
Loans and discounts: 

Assets acquired in settlement of loans 
Interoffice float (net) ____ 
Bank sites and office equipment__ 
Other assets_______ 

  

Bankers’ acceptances import, export, and 
other similar self-liquidating bills_____ 

Real-estate mortgage loans_._.___________ 
Other: JoanS del a as 

5, 077, 041. 70 
9, 271, 902. 97 

29, 064, 140. 45 
  

  

  

  

Total resources 

$29, 202,944. 11. 

40, 132, 588. 26 
45, 799. 00 

43, 413, 085. 12 
1, 041, 340. 68 
1, 764, 328. 07 

483, 592. 20- 
41, 894. 68 
  

  

LIABILITIES 

Present net worth: 
  Capital paid up 

Surplus 
Reserve for contingencies 
  

  

Reserve for self-insurance____.___________ 
Undivided profits   

116, 125, 572. 12 
  

  

$10, 000, 000. 00 
8.136. 807. 05 
6, 210, 899. 95 

544, 000. 00 
853, 546. 62 
  

Deferred profits: 
Discount collected not earned___________ 
Reserve for uncollected interest. ——___ 
Reserve for uncollected profits__________. 

197, 125. 66 
812, 789. 57 

2, 608, 877. 32 
  

Deposits : 
Government gas 
Individual. oon ed Le 
Trust. depariment... ork ook Toa sg 
Cashier’s and manager’s checks__________ 
Due to United States banks = =... 
PDueito' foreign banks ol op na di 
Dueitio localibanks. lic te Job nn, 

  32 913, 467. 31 
43, 675, 447. 62 

116, 634. 81 
306, 041. 75 
18,199. 17 
16, 758. 91 

1,137, 572. 39 
  

P25, 745, 253. 62 

3, 618, 792. 55 

78, 184, 121. 96 
7, 190, 506. 60
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Other liabilities : 
Philippine National Bank real-estate mort- 
  
  
  

  
  

  
    

  

  

gage 6 percent bonds F128, 100. 00 
Interest accrued payable 351, 260. 34 
Reserve for taxes 324, 434. 49 
Accounts payable and others _______ 583, 103. 16 

1, 386, 897. 99 

Total liabilities 116,125, 572.12 

CONTINGENT ACCOUNTS 

EXONS Ee CONICS. a a oh Em ion eon re ends pr Ga rs i $2, 528, 704. 29 
Letters of Crelit oo a i 2, 206, 371. 66 
Bills onihanG—colection. moi oe 0 TL 1, 046, 719. 35 
Items for safekeeping and held as collateral iat SE 1, 838, 129. 00 
Assets held In tenst oi. ea lk RY 5, 902, 786. 05 

Mala). ome an oe 13,612,710.85 

The strong liquid position of the Philippine National Bank is self- 
evident from the above balance sheet. The reserve for contingencies 
in the amount of $6,210,899.95 is sufficient to cover all past-due paper, 
all items in litigation and reasonable depreciation on the bonds owned 
by the bank. 

The Manila Railroad Co. registered an increase of $556,463.70 as 
of November 14, 1935, in its total assets over those of the preceding 
year (ending Dec. 31, 1934). On the other hand, it showed an in- 
crease of 71,748,400 in its long-term debt, due to advances made by 
the government on account of interest on its first mortgage 4-percent 
gold bonds and 7-percent sinking-fund bonds; an increase of P73,- 
422.37 in its current and deferred liabilities; and an increase of 
$614,681.07 in its unadjusted credits consisting mainly of accrued 
depreciation on equipment and other property, thus resulting in a 
decrease in net worth of $1,880,034.74 on November 14, 1935, as com- 
pared with that on December 31, 1934. 

During the period under review, the Manila Hotel Co. reported 
an increase of $119,819.12 in its surplus over that of the preceding 
year. This increase is attributed to the profit realized during the 
period, due mainly to the tourist trade and the improvement in gen- 
eral conditions. 

At the close of business on November 14, 1935, the National De- 
velopment Co. showed an increase of $269.557.05 in its net worth 
which was principally due to dividends received on the company’s 
investment in stock of the Cebu Portland Cement Co. 

As a result of successful operations during the period under review, 
the Cebu Portland Cement Co. realized an increase in its net worth 
of $80,731.21. Five shares of stock were repurchased by the com- 
pany from private parties, leaving a balance of P800 worth of stock 
in private ownership.
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THE CURRENCY 

Composition—The money in circulation on November 14, 1935, 
was as follows: 

Philippine pesos, silver half-pesos, subsidiary and minor coins: 
Issued: 

Silver pesos______ $21, 812, 541. 00 
Silver half pesos___ 6, 272, 494. 50 
Subsidiary coins__ 9, 422, 424. 00 
Minor coin8._.... 3, 280, 226. 45 

  

Less amount in treas- 
ury vaults pertaining 
to general and other 
miscellaneous funds: 

Silver pesos... $17, 357, 823. 00 
Silver half pesos__ 3,265, 139. 50 
Subsidiary coins__ 1, 216, 080. 20 
Minor coins... 251, 142. 07 
Amount estimated 
destroyed, 
unknewn....._ .. 100, 000. 00 
  

P40, 787, 685. 95 

22,190,184. 77 
  

Net. amount dn circulation. oi oa be 270 dora lie Of 
Philippine treasury certificates: 

Issued sacl ue EI DI a 
Less amount in treas- 

ury vaults pertaining 
to general and other 
miscellaneous funds. ¥18, 520, 757. 00 

Add amount estimated 
destroyed, unknown_ 350, 000. 00 

  

  
Net amount in cireculation___._______ 

Bank notes: 
Issued by the Bank 

of the Philippine 
Islands... _ ... $4, 228, 745. 00 

Less amount estimated 
destroyed, unknown_ 40, 000. 00 

  
Issued by the Philip- 

pine National Bank. 7, 272, 000. 00 
Add Philippine National 

B a n k emergency 

  
notes... oc 54, 7167. 77 

Total. Jf ltd, 7, 326, 767. 77 
Less amount estimated 

destroyed, unknown_ 150, 000. 00 
  

$102, 314, 882. 00 

18, 870, 757. 00 

P4, 188, 745. 00 

7,176, 767. 77 
  

Net amount in circulation of bank notes____________ 

MNotal met circulation, Nov. 14, 19835... = ov: 

$18, 597, 501. 18 

83, 444, 125. 00 

11, 365, 512. 77 
  

113, 407, 138. 95 

Reserves—The reserve behind the treasury certificates consists of 
silver pesos and half-pesos on deposit in the Philippine Treasury in 
the amount of 100 percent of all treasury certificates in circulation 
and available for circulation, or the equivalent in United States cur- 
rency on deposit in the United States Treasury or in those United 
States banks which are designated by proper authority as deposi- 
tories.
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The reserve behind the bank notes in addition to the resources of 
the issuing banks consists of a deposit with the insular treasurer or 
the Treasurer of the United States of 25 percent of the notes In 
circulation. 

In order to maintain the parity between the Philippine peso and 
the United States dollar at the rate of 2 pesos for $1 and to serve as 
an additional reserve behind the Philippine currency, a fund known 
as the Exchange Standard Fund was established in an amount not 
less than 15 percent of the Philippine coins and treasury certificates 
in circulation or available for circulation. Provision was made for 
accretions to this fund by profits of seignorage, sale of exchange, 
and other items of income; but it was stipulated that when the fund 
reached an amount equal to 25 percent of the Philippine coins and 
treasury notes in circulation or available for circulation, any surplus 
above this percentage might be transferred in whole or in part to 
the general fund. 

The amount of Philippine coins and treasury certificates in cir- 
culation and available therefor on November 14, 1935 (a legal com- 
putation), was P121,407,545.01. The minimum limit of the Ex- 
change Standard Fund on that date was $18,211,131.75. The amount 
actually on hand in the Philippine Treasury and deposited in the 
Treasury of the United States and in United States banks was $47,- 
838,049.08 which was, therefore, ¥29,626,917.33 above the minimum 
limit and $17,486,162.83 above the 25-percent provision mentioned 
above. Legally, this latter sum might have been transferred to the 
general fund on November 14, 1935. 

SUGAR CONTROL 

Awuthority—Under the provisions of the Jones-Costigan Act, on 
May 10, 1934, the Secretary of Agriculture of the United States ap- 
pointed the Governor General of the Philippine Islands in his name 
to allot the quota of sugar for the Philippine Islands which might 
be transported to, received in, processed, or marketed in continental 
United States during the calendar year 1934. On August 3, 1934, 
the Secretary of Agriculture appointed the Governor General to 
allot the Philippine quota for calendar year 1935. On September 11, 
1934, the President of the United States by proclamation extended 
and made applicable to the Philippines in the case of sugar beets and 
sugar cane the provisions of section 10 (f) of the Agricultural Ad- 
justment Act as amended. On May 17, 1935, the Secretary of Agri- 
culture appointed the Governor General to allot the Philippine sugar 
quota for 1936 and on November 7, 1935, appointed the High Com- 
missioner to continue the allotments for 1936, effective November 15, 
1935. In connection with the appointment of the High Commis- 
sioner as allotment officer the President on October 19, 1935, dele- 
gated to him the authority to perform this additional duty under 
section 7, paragraph 4, of the Tydings-McDuffie Act. On December 
4, 1934, the Governor General approved Act No. 4166 of the Tenth 
Philippine Legislature, known as the Sugar Limitation Law, which 
authorized the Governor General to determine Philippine consump- 
tion and reserve quotas and to allot and control their production, 
milling, and marketing. The act further strengthened and provided
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sanctions for the enforcement of the Jones-Costigan Act within the 
Philippine Islands, specifically providing in section 6 that “The 
Governor General, or such other authority as the Government of the 
United States may so empower, together with such officials and em- 
ployees of the Government of the United States or of the Philippine 
Islands as such officer may designate, shall constitute the ‘United 
States Sugar Authority in the Philippine Islands’, and as such, when 

acting within its legal powers, shall be given full faith and obedience 
by all persons affected. The allocation of all A (centrifugal, per- 
mitted to be shipped to continental United States) and AA (refined, 
permitted to be shipped to continental United States) sugar per- 
mitted to be milled within any given calendar or crop year shall be 
made by the United States Sugar Authority in the Philippine Islands 
among the sugar plantation owners, sugar mills, and refining plants 
entitled thereto under the laws and regulations governing the same.” 
On November 7, 1935, the President designated and empowered the 
High Commissioner, with such officials and employees of the United 
States or of the Philippine Islands as he might designate, to consti- 
tute the “United States Sugar Authority in the Philippine Islands.” 

The effect of the foregoing authorizations and enactments was to 
place the Governor General in complete control of all centrifugal 
and refined sugar produced in the Philippine Islands for the period 
beginning with the 1933-34 crop and extending to the inauguration 
of the Commonwealth. In addition, the extension to the Philippines 
of section 10 (f) of the Agricultural Adjustment Act as amended 
resulted in the collection within the Philippine Islands by repre- 
sentatives of the United States Bureau of Internal Revenue of the 
floor stocks and processing taxes on sugar and in the establishment 
by representatives of the Agricultural Adjustment Administration of 
a program of benefit payments to planters executing and complying 
with contracts for adjustment of production. 

Personnel and organization—The administration of the Governor 
General’s duties as allotment officer for the United States quota was 
set up late in May 1934 under an informal sugar committee consist- 
ing of three members of the Governor General’s staft—Mr. E. D. 
Hester, Economic Adviser, as executive officer; Mr. J. Weldon Jones, 
Insular Auditor, as sugar auditor; and Mr. E. G. Kemp, Legal 
Adviser, as counsel. These men, without compensation and in addition 
to their other duties, served continuously in the capacities indicated. 
Subsequent to its enactment and until the inauguration of the Com- 
monwealth, the same officers administered the local sugar limitation 
law. 

On July 27,1934, Dr. C. M. Rosenquist, Chief Agricultural Econo- 
mist, arrived from Washington and established a local branch of 
the Agricultural Adjustment Administration’s sugar section. He 
was assisted by Dr. Thurman S. Arnold, legal assistant, and by Mr. 
Elisha Lee, Jr., Agricultural Economist, and by a considerable num- 
ber of local American and Filipino employees. Dr. Arnold left in 
September 1934, and Dr. Rosenquist in August 1935, since which 
time Mr. Lee has been in charge of the sugar section office. The 
function of the sugar section has been almost exclusively that of 
executing production adjustment contracts, inspecting compliance
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‘therewith, and certifying payments thereunder. Two divisions were 
established and maintained by the sugar section in the office of the 
Governor General to assist him in the making and enforcing of 
allotments: A computation division established November 20, 1934, 
under Mr. D. E. Graham and a records division established Febru- 
ary 15, 1935, under Mr. F. A. Hendricks. The records division 
maintained a field force of authorized permit agents working out of 
eight provincial stations so arranged as to allow a weekly visit to 
each of the mills. On November 9, 1935, the computation and rec- 
ords divisions were merged as the permit and allotment section 
which was then separated from the sugar section and placed directly 
under the Governor General. 

Several Washington officers arrived on October 23, 1934, and es- 
tablished the following service offices: A branch of the Office of the 
Comptroller of the Agricultural Adjustment Administration under 
Mr. Lester A. Twigg; a disbursing office of the Treasury Depart- 
ment under Mr. Walter K. Trought; a branch of the General Ac- 
counting Office under Mr. Frank I. Conw ay; a branch of the Bureau 
of Internal Revenue under Mr. Wilson E. Wells, 
Audits—The first step in sugar administration, begun early in 

July 1934, was an audit covering in complete detail the ow nership, 
operations, and production for the 1930-31 to 1933-34 crop years of 
each of the 47 centrifugal sugar mills and three refineries. This was 
followed by an audit covering area, title, ownership, leaseholds (writ- 
ten, oral, or customary) and production for the 1930-31 to 1933-34 
crop years of each of the 21,229 sugar plantations from which cane 
was delivered to the mills. The work was performed under the 
charge of Mr. J. Weldon Jones, the Insular Auditor, assisted by of- 
ficers and employees of his office detailed for the purpose. The mill 
audits were completed in September 1934, and the plantation audits 
together with settlement of all appeals w eve completed by the end of 
October 1935. 

All subsequent work including allocation, execution of production 
adjustment contracts and benefit payments, was directly based upon 
the mill and plantation audits. Their high degree of accuracy and 
the competence of the auditing staff were ev idenced by the fact that 
less than 450 contested appeals were received. 

Allocation of United States quota.—The second step was the allo- 
cation of the Philippine quota of sugar permitted to be shipped to 
continental United States. The Governor General in June 1934, de- 
termined that the allocation among mills, plantations, and planters 
should be proportionately on the basis of their average -annual pro- 
duction during an index period consisting of the calendar years 1931, 
1932, 1933. Inasmuch as the Jones- Costigan law was not enacted and 
the authority to allocate was not received until the 1933-34 crop 
had been almost entirely shipped or contracted for sale in a quantity 
half again as large as the quota, no individual mill and plantation 
allotments were made for 1934. "Agreement was had with the Agri- 
cultural Adjustment Administration in Washington to admit into 
the United States all 1934 sugar shipped prior to October 15, 1934, 
hold the excess over quota in customs bond until January A 1935, 
then admit it and charge it against the Philippine quota for 1935.
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Quota and shipment figures for 1934 and 1935 in short tons, raw 
value, were as follows: 

  

1934 Squoth as revised an A RR 1, 605, 602 
1924 shipments oof Sun cold int elute tn Jali Nel ls 1, 493, 932 

1934 ‘averquoin, Shipments. Joe 0 as i i hee 488, 33 

135 quota agvevised oo La IOLL So hp oT a TE 981, 958 
1934 overquota shipments deducted from 1935 quota_________________ 476, 286 
1935, etiochive): Quota <r ea eT SE 505, 672 
1035 shipments so 0 oo 0d el ir 529, 180 

1935 overquota dhipmentsl oil Los im Sgr bre aa SA 23, 508 

To be deducted from 1936 quota: 

Balance of 1934 overquotasshipments. 0. oo a 12, 044 
1988 overquota ShIpMenis. ote os Ba a et 23, 508 

Totalrto be deducted du. oh a 35, 552 
Yess ‘credit for Tolerance, SBS = ime cL dar th be AT ha el Taree 4, 495 

Netio:ba deducted... 20. owl cet leer oda lata d 7 vain 31, 057 

On January 10, 1935, the Agricultural Adjustment Administration 
in Washington certified an effective quota for 1935 of 524,606 short 
tons, raw value. Later calculations and revisions not finally reported 
to the Manila office until October 15, 1935, reduced the effective quota 
to 505,672 short tons, raw value. Consequently, the former quantity 
was the subject of individual allotment to the 47 mill companies, 
21,229 plantations, and to the 23,734 planters, effected in the following 
manner : 

(a) First, 47 mill districts were established each consisting of a centrifugal 
sugar mill and of the plantations from which cane had been delivered to the 
mill during the index period. 

(b) Second, on the basis of the mill audits, the Philippine quota of United 
States sugar was split up between the mill districts proportionately on the 
basis of their average annual production of centrifugal sugar during the index 
period. That is, if the mill in a sugar district produced 10 percent of the 
centrifugal sugar produced in the Philippine Islands during the index period, 
the district received rights to produce 10 percent of any Philippine quota of 
United States sugar to be established—the percentage being known as a ‘‘district 
United States production coefficient.” The quantity of sugar resulting from the 
application of the coefficient to the quota was termed the “district United 
States production allowance.” 

(¢) Third, on the basis of the plantation audits, and as rapidly as they were 
completed for each district, the district United States production allowance was 
split up among the plantations in the district proportionately on the basis of 
their average annual production during the index period. That is, if a planta- 
tion had grown the sugarcane which produced 2 percent of the centrifugal 
sugar milled in the district during the index period, it received rights to 2 
percent of any district United States production allowance—the percentage 
being termed a “plantation-owner’s United States production coefficient.” The 
quantity of sugar resulting from the application of the coefficient to the district 
United States production allowance was termed the “plantation-owner’s United 
States production allowance.” 

(d) Fourth, as all Philippine sugar mills work on a toll system (the mill 
retaining 40 to 50 percent of the sugar and returning 50 to 60 percent to the 
planter) it was necessary to divide production coefficients and allowances into 
mill company and plantation marketing allotments. The toll percentage varied 
between districts and frequently between plantations in a district. The toll per- 
centages for each plantation were set forth accurately in the audits and these 
were applied to the plantation-owner’s United States production coefficients. 
That is, if a plantation received 60 percent of the sugar derived from the cane
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it delivered during the 1933-34 crop year, it received rights to market sugar 
measured by 60 percent of its plantation-owner’s United States production coefi- 
cient—the percentage being known as a ‘“plantation-owner’s United States mar- 
keting coefficient.” The quantity of sugar resulting from the application of the 
coefficient to the district United States production allowance was termed the 
“plantation-owner’s United States marketing allotment.” As a part of this pro- 
cedure, the total of the plantation-owner’s United States marketing coefficients 
for all plantations within a district was subtracted from the district United 
States production coefficient, thus establishing a “mill company United States 
marketing coeflicient.” The quantity of sugar resulting from the application of 
this coefficient to the district United States production allowance was termed the 
“mill company United States marketing allotment.” 

(e) Fifth, atlhough most Philippine sugar plantations are operated by their 
owners and their families, or on a labor-administration basis, the audits showed 
a considerable number of lessee-planters operating under written, oral, or cus- 
tomary contracts with owners. Because of their weak social and economic posi- 
tion, the Governor-General deemed it necessary to specially protect this element 
in the industry and consequently there was devised an ultimate step in allocation 
known as “planter’s rights to plantation-owner’s United States production allow- 
ances” and “planter’s rights to plantation-owner’s United States marketing allot- 
ments.” It was provided by Executive order that, annually, on each plantation, 
the right to exercise the plantation-owner’s United States production allowance 
and marketing allotment should fall to all planters who, by reason of ownership, 
or by reason of written, oral, or customary contract with the owner, cultivated 
the whole, or any part, of the plantation and delivered sugarcane to the mill in 
their own names. Further, the percentage of the allowances and allotments to 
be exercised by each planter, whether owner or lessee, was determined as the 
proportion which the average annual production during the index period on the 
lot which he or his predecessor in interest cultivated held to the production 
during the index period on the entire plantation. Thus, if the lot occupied by a 
planter accounted for 20 percent of the sugar produced during the index period 
on a plantation, the planter or his successor in interest was assured of the right 
to produce 20 percent of the plantation-owner’s United States production allow- 
ance and to market 20 percent of the plantation-owner’s United States marketing 
allotment. In the greater number of cases where the owner was the sole planter, 
such rights were identical with the plantation-owner’s United States production 
allowance and marketing allotment. 

(f) Each plantation-owner’s United States production coefficient was estab- 
lished as a right attached to the land area described in the corresponding 
audit and within the legal competency of the owner, subject to third-party 
interests, particularly those of lessee-planters. Each plantation-owner’s United 
States marketing coefficient was similarly attached to the corresponding land 
area but was subject to variation due to possible change in toll percentage. 
Provision was made for the voluntary or involuntary transfer, in whole or 
in part, of ownership of a plantation and for the lifting of allotments, in whole 

~ or in part, temporarily or permanently, from one registered plantation to 
another or to a land area not constituting a registered plantation. It was 
recognized that each sugar district was established and developed as an economic 
unit with mill investment, capacity and cane-transport organization physically 
adjusted to the total production of its adherent plantations. To prevent the 
tearing-down of mill company allotments, it was required that interdistrict 
transfers must have the consent of both mill companies concerned. It was 
further provided that changes in plantation-owner’s marketing coefficients, and 
planter’s rights thereto arising from changes in toll percentages, should be 
recorded and evidenced by a written milling contract between the mill com- 
pany and the plantation-owner or his planters, and that planters operating 
without such contracts should pay toll percentages not greater than the most 
frequent toll percentage stipulated in written milling contracts subsisting 
between their mill company and owners of adherent plantations, excepting 
from consideration plantations owned by, or operated for the account of the 
mill company. All transfers of ownership of plantations and of coefficients, 
allowances, and allotments, were required to be fully documented and entered 
in a public record maintained by each mill company and known as the “District 
Transfer Registry.” 

It was early recognized that, irrespective of ownership, lessee-planters would 
vary from year to year, due to reductions, extensions and consolidations of hold- 
ings, expiration of contracts, and eviction or death of lessees. Provision was
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therefore made whereby plantation-owners may file sworn reports covering: 
any changes in the names of lessees or in the areas of the plantation cultivated: 
by them. Written contracts were required for all new leases, thus eliminating 
oral and customary contracts, which formerly caused some confusion and dis-- 

sension. Lessee-planters were protected by: Prohibiting the termination or 
decrease of planter’s rights where the oral or customary contract planter had 
planted, but not harvested, 50 percent of the current or proximate crop; 
requiring owners to file copies of written contracts terminated; and requiring 
owners to file either planter’s consent or a proper court order in cases of 
eviction. Changes in planter’s rights were required to be fully documented. 
and to be entered in a public record maintained by each mill company and 
known as the “District Planters’ Registry.” 

On the basis of the mill audits, district United States production 
coefficients were published for each mill on October 5, 1934. As the: 
cane was rapidly becoming overmature, mills were permitted at their 
own risk to mill the 1934-35 crop on the basis of district United 
States production allowances obtained by applying the district 
United States production coefficients to a tentative 1935 quota of 
524,606 short tons, raw value. They were further warranted to ac- 
cept cane from individual plantations on the temporary formula of 
40 percent of the average annual weight of cane delivered from 
each plantation during the index period. This procedure naturally 
resulted in fractional overmilling and undermilling of sugar from 
cane delivered by different planters within the district and provision 
was therefore made for readjustment subsequent to the publication 
of plantation-owner’s coefficients through sale at a nominal price of 
parcels of overmilled sugar to planters who had been short-milled 
through no fault of their own. To sustain satisfactory commercial 
movement of sugar prior to the publication of final mill company 
and plantation-owner’s marketing coefficients and allotments, mill 
companies were allowed to apply their average toll percentage to the 
tentative mill district United States production allowance and sell 
for shipment to the United States 80 percent of the resulting quantity.. 

On the basis of the plantation audits, proceeding as rapidly as. 
they were completed for the different districts, plantation-owner’s 
United States production coefficients, mill and plantation-owner’s. 
United States marketing coefficients, plantation-owner ’s United 
States production allowances, mill and plantation-owner’s United 
States marketing allotments and planter’s rights were published in 
final form, beginning, for the first district, on December 22, 1934, and 
concluding with the last district, on September 11, 1935, 

Allocation of domestic and reserve quotas. __ Allocation of the 
domestic and reserve quotas under the Philippine sugar limitation 
law was effected by the Governor General under the same terms and 
procedure as indicated above for the allocation of the Philippine 
quota of United States sugar, except for three qualifications, as 
follows: 

{a) Four submarginal sugar districts, whose maximum annual production was: 
less than 4,000 short tons, were allotted an amelioration quantity of domestic 
and reserve sugar suffic’ent with their district United States production allow- 

ances to bring the totals of their production allowances to their maximum 
production ; 

(b) Four marginal sugar districts, whose maximum annual production ex- 
ceeded 4,000 short tons, but which by virtue of limitation would be reduced to 
below 4,000 short tons, were allotted an amelioration quantity of domestic 
and reserve sugar sufficient with their district United States production allow- 
ances to bring the totals of their production allowances to 4,000 short tons; and
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(¢) The domestic and reserve sugar quotas, less the amounts required for 
amelioration, were distributed among the remaining standard mill districts, and 
in all districts among mills, plantations, and planters proportionately on the 
basis of their production during the crop year 1932-33 or the crop year 1933-34, 
whichever was the greater. 

Enforcement of allocation—Philippine centrifugal sugar had 
invariably moved under negotiable warehouse receipts or quedanes 
issued periodically to each planter as milling progressed. Sugar 
was delivered only on presentation of warehouse receipts and pay- 
ment of storage, insurance, and special liens noted thereon. Advan- 
tage was taken of this established system of documentation as a basis 
for enforcement: 

(a) Mill companies were required: To use only official warehouse receipts, 
uniformly printed, serially numbered, and registered with the Records Divi- 
sion; to cover all quota sugar with such warehouse receipts; and not to issue 
warehouse receipts to any nonallottee or to any allottee in excess of his 
marketing rights. 

(b) To preserve their negotiability, each warehouse receipt included an in- 
dividual permit certifying that a quantity of sugar (identical to that stated 
in the bedy of the document) was within the marketing rights of the allottee 
in whose name it was issued. The warehouse receipts were verified and. if 
correct, the permits were signed by an authorized permit agent, who imme- 
diately forwarded a duplicate of each permit to the Records Division, where 
it was posted both in a day book and in a ledger containing the sugar account 
of each mill and planter. 

(¢) Mill companies were forbidden to deliver any sugar except on presentation 
of an official, fully executed warehouse receipt and individual permit. On 
delivery the company detached the permit, canceled the warehouse receipt, and 
returned the permit along with the physical sugar to the holder. From this 
point on. the sugar and the permit moved together through dealers and bankers 
to exporters. 

(d) The Insular Collector of Customs and his deputies were forbidden to 
permit the loading of any sugar except under a special form of export declara- 
tion accompanied by one or more individual permits covering a quantity of 
sugar equal to that declared. As each consignment was loaded, the collectors 
canceled the permits and forwarded them to the Records Division together 
with a copy of the export declaration and a signed list of the serial numbers and 
quantities of the permits involved. 

(e) On receipt from the collectors of a lot of canceled individual permits 
and covering declaration, the Records Division checked the canceled permits 
against the postings previously made on the basis of duplicate permits and, if 
all papers were found correct, forwarded a radiographic consignment permit 
to the Agricultural Adjustment Administration in Washington, which in turn 
advised the United States Bureau of Customs. The radiograms carried the 
name, date of clearance and ports of destination of the vessel, the net weight 
raw value of the sugar, and the names of the consignor and consignee. 

(f) Due to changes in weight and polarization of sugar in storage and transit 
and in some instances to misdeclaration, a consignment arriving in the United 
States generally showed a net weight, raw value, in excess of that stated in 
the radiographic consignment permit. To correct this situation an arrange- 
ment was perfected whereby, beginning June 15; 1935, the United States Bureau 
of Customs withheld from delivery and reported back all excesses. On receipt 
of such information, the local exporter was required to deliver directly to the 
Records Division one or more individual permits carrying a quantity equal to 
the excess reported. These were canceled, a supplementary radiographic con- 
signment permit was filed with Washington and the sugar released from cus- 
toms custody. The sugar corresponding to the permits delivered to cover 
excesses in the United States was reclassified as reserve sugar. 

The enforcement measures described above applied to sugar under 
the United States quota. With modifications, the same methods were 
employed for enforcing allocation of the domestic and reserve quotas. 

All allocation work, including enforcement, was accomplished by 
the Computation and Records Divisions under the supervision of
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Mr. E. D. Hester, Economic Adviser. The number of mathematical 
calculations, postings, and checks totaled over 10,000,000. The mill 
and plantation coefficients, allowances, allotments, and planter’s rights 
for each mill district were published in executive orders signed by 
the Governor General. The number of these orders, together with 
others covering procedure and regulation, totaled 350. The original 
typewritten copies of all orders were sealed and filed in the Malacanan 
archives and a limited number of working copies were produced by 
manifold process. As required by the Administrative Code, they 
were finally printed in English and Spanish editions, publicly dis- 
tributed, and inserted in the Official Gazette. 

Benefit payments—In June 1934 the Governor General recom- 
mended and the Agricultural Adjustment Administration accepted 
a policy for the distribution of benefit payments characterized as 
below : 

(a) Distribution to planters only: Mill companies and plantation owners, as 
such, to be excluded. 
oe) A single program of payments covering the 3 years 1934, 1935, and 

(¢) Total payments to be comfortably within a conservative estimate of the 
amount of processing taxes to be collected on Philippine sugar during 1934, 
1935, and 1936. 

(d) Payments to be made in three installments in order to allow for close 
inspection of compliance and adjustment of errors and to increase the marginal 
utility to the planters of the sums involved. 

(e) The amount of each planter’s benefit payment to be determined by appli- 
cation of the following formula: Quantity of sugar in piculs milled from the 
planter’s cane deliveries during the 1933-34 crop less quantity in piculs of 
planter’s United States, domestic, and reserve production allowances for the 
1934-35 crop times Px.xx. 

(f) Laborers and sharecroppers not classified as planters to be protected by 
stipulations requiring settlement of all wage and share claims arising during 
1934 and 1935. : 

On the basis of total production of the Philippine Islands during 
the 1933-34 crop, the probable total production allowances for the 
Philippine Islands for the 1934-35 crop, the estimate of processing 
tax collections and the average yield of centrifugal sugar per ton of 
cane, Agricultural Adjustment officials in Washington determined 
the price factor for the formula given above at 2.40. It was further 
determined that the beneficiaries would be required to execute a con- 
tract to destroy, cut back, or ratoon cane in excess of the quantity 
required to fill their United States, domestic, and reserve production 
allowances for the 1934-35 crop and guarantee not to cultivate cane 
in excess of 120 percent of their United States, domestic, and reserve 
production allowances for the 1935-36 crop. 

- The first installments were paid as soon as possible after the con- 
tracts were signed, the first checks being issued in January 1935. 
The second installments were paid after inspection proving com- 
pliance as to destruction or ratooning of the 1934-35 excess cane. 
The third installments were paid after inspection proving com- 
pliance as to cane cultivated for the 1935-36 crop. From the begin- 
ning of the benefit payment program to November 14, 1935, apvroxi- 
mately $18,400,000 had been paid to planters in 27,300 installments 
under 16,800 contracts. 

Administration of the benefit payment program was conducted 
entirely by representatives of the United States Secretary of Agri-
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culture, and subsequent to determining policy, neither the Governor 
General nor his representatives exercised supervision over the pro- 
gram. The benefit payment organization consisted of an Adminis- 
trative Division under Dr. C. M. Rosenquist and Mr. Elisha Lee, Jr., 
with a central office in Manila and at various times from 5 to 15 
inspectors in the field. After certification of compliance by the 
Administrative Division, vouchers for payment were prepared by 
the branch office of the Comptroller of the Agricultural Adjustment 
Administration under Mr. Lester A. Twigg and passed on to the 
branch of the General Accounting Office for pre-audit and thence to 
the disbursing office of the Treasury Department for payment. 

Ewmpenditures. —Expenditures paid in the Philippines for admin- 
istration of the sugar program including auditing, allocation, and 
administration (but not principal) of benefit payments for the per 1od 
May 10, 1934, to November 30, 1935, were as follows: 

(a) By the'Tederal Government. = = 4 hl al $454, 507. 40 
(b) By the Insular Government, for preliminary and auditing 

costs, claim filed against the Federal Government___________ 90, 089. 68 
(¢) By the Insular Government for personnel, office space, illumi- 

nation, telephone and other services furnished free of charge 
to Federal offices, no claim anticipated, estimated___________ 40, 000. 00 

(d) By the Insular Government, for administration of Act 4166 up 
10 Nova E1985: ob oao oi resfonr ar Sam oi tudor 1 0anns 18, 871. 27 

Total, estimated. V-ci saw eta 0 a hadi Be ta 603, 468. 35 

In addition to the above amounts, unpaid obligations of the Fed- 
eral Government for printing of executive orders as of November 
30, 1935, were estimated at $53,000. 

Cooperation of industry. — The sugar administration enjoyed the 
full support of the Philippine Sugar Association, representing the 
mill companies, and, of the Confederacion de Asociaciones de Cana 
Dulce, Inc., representing the planters. Both entities realized the 
long-run advantages accruing to the local industry through limita- 
tion of off-shore quotas provided the same could be established and 
maintained by a fair and careful administration of allocation of 
marketing rights to mill companies and planters. In no instance 
having to do with the allocation or benefit payment programs was it 
necessary to have recourse to arrest or litigation and none of the 
sanctions provided either in the Jones-Costigan Act or in the local 
sugar limitation law was invoked. It is my opinion that to a very 
high degree the success of the undertaking depended upon the uni- 
formly helpful attitude of the industry. 

TRADE CONFERENCE 

The Tydings-McDuffie law provided for a conference of representa- 
tives of the Governments of the United States and the Philippine 
Islands, at least a year prior to the date fixed for the independence of 
the Philippines, for the purpose of “formulating recommendations as 
‘to future trade relations between the Government of the United States 
and the independent government of the Philippine Islands.” 

During my visit to Washington in the spring of the year I had 
occasion to set before the President and interested members of his 
Cabinet the desirability of holding the joint trade conference at the 
earliest practical date in order to give the Philippine Government as
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well as businessmen and other investors in the Philippines guidance 
in directing their policies during the years preceding independence. 
I found substantial agreement, and an Interdepartmental Commit- 
tee was formed consisting of the Secretaries of State, War, and Com- 
merce. While no fixed date was set it was agreed to call at least a 
preliminary session of the conference during 1936. The Interdepart- 
mental Committee also planned to send experts to the islands to collect 
and check data and list the various questions and problems likely to 
be brought under consideration at the conference. 

To advise on major policies and prepare factual data for the use of 
the Philippine delegation to the proposed Joint Trade Conference, 
two committees were appointed. The first, composed of the Secre- 
tary of Finance, the Secretary of Agriculture and Commerce, and the 
Secretary of Public Works and Communications, was intended to pass 
upon matters of major policy. The second, known as the Technical 
Trade Committee and composed of government experts and promi- 
nent businessmen, both Filipino and American, was charged with 
studying all phases of the problem and gathering, coordinating and 
interpreting statistical data. The latter worked through subcommit- 
tees covering the principal export industries of the Philippines, each 
of which prepared an exhaustive report on the subject of its study. A 
subcommittee on imports was also appointed to study and report on 
import trends. These reports provide a compendium of information 
on Philippine export industries not hitherto available and will be of 
considerable value in considering and formulating policies for future 
trade relations between the Philippine Islands and the United States 
and other countries. 

Two experts from the United States Tariff Commission were sent 
out from Washington to study the economic situation in the Philip- 
pines and report to the American Interdepartmental Committee on 
the Philippines, on the possible effect of various alternative courses of 
action. They were joined in Manila by the American Trade Commis- 
sioner. They were engaged from their arrival, September 9, to the 
end of the period covered by this report, in the collection of data on 
the chief export industries; studying among other things employment 
statistics in each industry, wage rates, production costs, and the extent 
of dependence on free access to the American market. In the course 
of these studies they visited factories, mines, and plantations and 
talked with political and business leaders. They cooperated with the 
Philippine Technical Trade Committee, freely exchanging informa- 
tion and suggestions, since it is realized that both committees are 
working toward a common goal. 

COTTON TEXTILE QUOTA AGREEMENT 

Importers of American cotton textiles have for some time viewed 
with concern the increasing sales of Japanese cloth to the detriment 
of the American trade. Whereas in 1932 American-made cotton 
piece goods made up 72 percent of the total quantity imported, the 
proportion fell to 67 percent in 1933, 40 percent in 1934, and 38 percent 
in the first half of 1935. (In value of imports, the American posi- 
tion appears somewhat better, due to the considerably higher valua- 
tion of American goods.) Announcement of an agreement by the 
Association of Japanese Exporters of Cotton Piece Goods that im-
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ports of Japanese cotton piece goods into the Philippine Islands 
would be limited to 45,000,000 square meters annually, for the 2 
years beginning August 1, 1935, with provision that 10 percent of 
that annual figure might be flexible between the 2 years but that 
the amount could in no event exceed 26,000,000 square meters in any 
half-year, encouraged the hope that the American position in the 
textile market might be improved. Prices of cotton piece goods have 
improved somewhat since the announcement of the agreement and 
imports of American goods have increased moderately, though the 
very heavy stocks of cloth, principally Japanese, in the Philippines 
at the beginning of the quota period have so far prevented full 
realization of the benefits anticipated. 

There was some confusion in the first 4 months, due to the fact 
that the bureau of customs has been keeping its statistical records on 
a basis of liquidation of entries rather than actual imports. This 
led to erroneous reports that the quota had been exceeded by Novem- 
ber 1. Actually, it appeared by the middle of November that Japa- 
nese shipments were nearing the quota limit of 26,000,000 square 
meters and announcement was made that shipments would be dis- 
continued after November 15. Arrangements have been made with 
the bureau of customs to record actual imports of cotton textiles 
from Japan, so that an accurate statement of the position will be 
available at any time in the future. 

If the American cotton-goods trade gains by the full measure of 
the amount given up by the Japanese cotton goods exporters under 
the quota agreement, it should be very substantially benefited. 
Many of those in touch with the situation fear, however, that not 
enough consideration has been given to the possibility that Japa- 
nese cotton goods may be replaced with Chinese cotton goods and 
Japanese rayon, and that the importers of American goods may thus 
be deprived of the anticipated benefits. There is also a possibility 
that difficulty may be experienced in controlling imports of Japanese- 
made cotton goods from Hong Kong. 

SUPPLEMENTARY REPORTS 

~The reports of the department secretaries are being forwarded 
herewith. 

CONCLUSION 

In conclusion, I wish to make grateful acknowledgment of the 
cooperation and loyalty of my associates in the government, includ- 
ing all the Filipino leaders. I take pleasure and pride in the cordial 
relationship between the office of the Governor General, the Filipino 
leaders, the Cabinet, and the Legislature. There is a prevailing good 
will toward the United States and the American people that is 
unique, I think, between countries having the relationship of a sov- 
ereignty and a dependency. Our greatest asset here, good will and 
friendly spirit, should be noted in the record. 

Respectively submitted, 
Frank MurprHY, 

High Commissioner. 

2 The reports of the department secretaries are on file in the Bureau of Insular Affairs, 
‘War Department, Washington, D.
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