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Secretary of State,
washinston.

A~4, January 5, 8130 a.ri.

An, American businessmen has just returned from
San Jose, Costa Rica, where he states LLscalante, head
of the Petrolgum Supply Cormmission, told him the fol-
lowing: Cortes has proposed that both he and Piegdo
withdraw from the campaign; that President Calderon
Guardia resign at once in favor of the First Desirnate,
in order to assure a free eleetlion; that thereafter
ne and Plcado select ive persons each from thelr re-
spectlve followings; and that these ten men designate
two of thelr number as opposin- candidates for the
Pregidency. Lscalante sald that when President Cal-
deron Guardia learned of the proposal, he rejected
it with vchemence.

The obsgrver also sald that he found the campalign
between Cortes and Picado not (repeat not ) to possess
the characteristics of a class struzi;le as had at first
been supposed, in as much as rich and poor alike were
found In both camps. President Calderon Guardia, he
said, is cuisnlayin: marked foll'-contidence, woicii has
Aven rise to the rumor that he enjoys the support
of' President Somoza. In this connection, 1t will be
recalled that President Somoza told mo on Hovember 4
that "the situction may so develop as to make neces-
sary my sending the Guardia llacional across the border
to maintain peace.™

Likewise in tiis connection, our Naval Agtaché
has been informed by hils colleague in San Jose that
the engineer of the Costa Rican launch Valerio has
asserted that on hils next trip he expects to load ma-
chine puns destined to Costa Rica at the mouth of' the
San Juan river.

Repeated to San Joso except last paragraph.
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