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SUGGESTED AGENDA

In addition to discussion of the general principles which should
govern the future relation between Japan and the United States, the
following specific topics are suggested for detailed discussion :

1. Territorial: How to carry out the Surrender Terms that
“ Japanese sovereignty shall be limited to the islands of Honshu, Hokkaido,
Kyushu, Shikoku and such minor islands as we may determine ”.

2. Security: How to provide for security following the ending of
occupation.

3. Rearmament: What, if any, provisions should restrict Japan’s
future rearmament.

4. Human rights, etc.: What, if any, undertakings or declarations

should be made by Japan in this respect and in relation to occupation
reforms,
5. Cultural relations: What, if any, continuing relations can be

developed in this respect.
6. International Welfare: To what international conventions deal-

ing with elimination of trade in narcotics, preservation of wildlife, etc.
should Japan adhere.

7. Economics: What, if any, provisions should restrict Japan's
future economic activities as regards certain industries, e.g. ship building.

8. Trade: What will be the post-war basis of Japan’s trade with
other countries, e.g. “ most-favored-nation ”.

9. Fisheries: Possible voluntary prohibition of Japanese use of
United States conserved fisheries.

10. Reparation and war claims: What should be the treaty pro-

visions in these respects. Japanese gold.
11. Post-war claims: How will Japan deal with Garioa indebted-
ness.
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12. War criminals: Where should reside the future authority over
those convicted by war tribunals.

13. Procedure: What should be the future procedure, having regard
to the probable attitude of the Soviet Union and the status of China.

Note: I am setting forth below my private views.—S.Y.

Suggested Agenda

1. Territorial

1. It is proposed under 3 of the 7 Principles that the Ryukyu and Bonin
Islands be placed under U.N. trusteeship with the United States as
administrating authority. While Japan is ready to meet in any manner
American military requirements, and even to agree to a lease under the
Bermuda formula, we solicit reconsideration of this proposal in the
interest of lasting friendly relations between Japan and the United States.
2. We ask that the following points be considered in case trusteeship
is deemed indispensable.

(a) It is desired that these islands will be returned to Japan when

the need of trusteeship disappears.

(b) The inhabitants be allowed to retain Japanese nationality.

(c) Japan will be made a joint authority together with the United

States.

(d) Those inhabitants of the Bonin Islands and Iwojima who were

evacuated to Japan proper, either during the war by Japanese

authorities, or after the war’s end by U.S. authorities, who number

about 8,000, will be permitted to return to their respective home

islands.

II. Security

The views of the Japanese government on security are as follows.
1. Japan will ensure “internal security by herself.
2. As regards external security, the cooperation of the United Nations
and, especially of the United States, is desired, through appropriate
means.
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3. Any arrangement for this purpose should be made apart from the

peace treaty, as providing for cooperation for mutual security between.
Japan and America as equal partners.

III. Rearmament

1. As a question for the immediate present, rearmament is impossible:
for Japan.
(@) There are Japanese who advocate rearmament. But their argu-
ments do not appear to be founded on a. thorough study of the

problem, nor do they necessarily represent the sentiment of the
masses.

(b) Japan lacks basic resources required for modern armament.
The burden of rearmament would immediately crush our. national
economy, and impoverish our people, breeding social unrest, which
is exactly what the Communists want. Rearmament, intended to
serve the purposes of security, would on the contrary endanger the
nation’s security from within. Today Japan’s security depends far
more on the stabilization of people’s livelihood than on armament.

() It is a solemn fact that our neighbor nations fear the recurrence
of Japanese aggression. Internally, we have reasons for exercising
caution against the possibility of the reappearance of old militarism.

For the immediate purpose we should seek other means than rearma-
ment for maintaining the country’s security.

2. Nowadays international peace is directly tied up with internal peace
and order. In this sense, we must preserve domestic peace, for which
we are determined to assume full responsibility by ourselves alone. For
this purpose, it will be necessary for us to increase forthwith the num-
bers of our police and maritime security personnel and reinforce their
equipment.

3. We desire consultation on the question of Japan’s specific contribution:
to the common defense of the free world, in which we are eager to
play a positive role.

IV. Human rights, etc.

1. Japan supports without reservation the Universal Declaration of
Human Rights. The various principles.set forth in that declaration are
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fully embodied in our new constitution. If you should deem it necessary
for Japan to make a declaration on this matter, we have no objection.
2. It is desired that the peace treaty will avoid any stipulation calculated
to perpetuate rigidly and unalterably the laws and institutions established
under the Occupation.

It is hoped that prior to the termination of occupation the Allied
Powers will consider the abolition or modification of such measures as
have been taken solely for the purposes of occupation control or those
that have proved unsuited to the actual conditions of Japan. This would
facilitate smooth transition from occupation rule to normal administration
and serve to promote the friendly relations between Japan and America.

V. Cultural Relations

It is our fervent wish to be allowed to take a positive part in the
-cultural interchange between nations. The strengthening of cultural ties
between Japan and the United States is a-fundamental question that
concerns the Japanese-American friendship. We would like to take all
possible measures to promote cultural cooperation between the two
countries.

VI. International Welfare

Japan will observe faithfully all the prewar international agreements
in this field, to which she is a party. We are also ready to adhere to
other agreements made during and after the war, such as the Constitution
of World Health Organization and the International Sanitary Convention.

VII. Economics

It is hoped no restrictions will be imposed upon Japan’s economic
activities.

If for the sake of dernilitarization or for elimination of war potential
certain industries were to be designated as “war industries” and
subjected to restriction, it would mean penalizing peace industries, and
seriously hamper the progress of Japanese economy toward self-support.
Take shipping, for example. To Japan as a trading nation, it is essential
to possess an adequate tonnage. If on the ground that ships can be
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turned to war use Japan were to be restricted in tonnage, type and speed
of vessels, or the ship-building capacity, her peaceful commerce would
suffer disastrously. Likewise any restrictions on the manufacture of

steel, light metals, synthetic rubber or oil, etc., would mean restrictions
on peace industries.

Again it would be incompatible with the principle of fair trade to
restrict certain industries with a view to checking Japanese competition
in international commerce.

VIIL. Trade

1. Japan lives on trade. It is through trade that she can best contribute
to world prosperity. It is earnestly desired to establish speedily with
all countries trade relations based on reciprocity and on mutual extension
of the most favored nation’s treatment.

2, It is hoped that the peace treaty will expressly provide for this
mutual extension of the most favored nation’s treatment between Japan
and a country concluding peace with her even prior to the signing of
a treaty of commerce and navigation between them.

3. Japan will observe strictly the various prewar international treaties
to which she is a signatory, providing for the promotion of trade and
for the establishment of equal and intimate trade relations (e.g. the
Industrial Property Protection Convention, International Labor Convention,
etc.): and furthermore she desires to participate in the similar postwar
international treaties (especially, the International Monetary Fund, the
World Bank and the General Agreement for Trade and Tariff).

IX. Fisheries

1. Freedom of fishing on the high sea being a recognized principle
of international law, we expect that Japan will not be subjected to special
restrictions such as are not imposed upon sovereign states.

2. Japan will scrupulously observe all international law, inteérnational
agreements and usages; she will cooperate wholeheartedly in all inter-
national undertakings and programs for the conservation and investigation
of fishery resources..

3. Accordingly Japan will cooperate in the execution of the existing
international agreements on the protection and investigation of the fishery
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resources including whales, seals, halibut, salmon and tuna. With respect
to United States conserved fisheries, we are prepared to reach a con-
crete understanding.

X. Reparations and war claims

1. Reparation

It is desired that no industrial facilities will be taken away for
reparation beyond those which have already been removed; and no
reparations from current production or in money will be demanded.
2. War claims

We have no objection to the arrangement as outlined under 6 of
the 7 Principles. But we submit the following.

(a) Japanese assets abroad. It is desired that all Japanese assets

in those of the Allied countries, which did not actually engage in
hostilities, will be returned. Of the Japanese property in the countries
which engaged in hostilities, special consideration will be given, if
possible, with respect to privately owned assets. In case these are
also to be applied to the payment of war claims, it is requested
that the question of compensations to their owners be left to the
discretion of the Japanese government. This is a matter that will
have a serious bearing upon Japanese economy, and the government
will take an equitable measure by taking the various circumstances
into consideration.

(b) -Looted property. Restitution has been effected for the most
part. It is desired that the matter will be considered closed with
the conclusion of peace.

(c) Allied assets in Japan. It is desired that the necessary steps

will be taken to complete their restoration as soon as possible.
(d) Japanese gold. It is desired that all gold, still being impounded,
will be returned.

XI. Postwar. claims

It is the intention of the Japanese government to liquidate all post-
war indebtedness.
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XII. War criminals
We request the following :
1. No more new arraignments.
2. An amnesty on the occasion of the conclusion of the peace
treaty.
3. Transfer to Japanese authorities the execution of sentences.
Note: As of January 1, 1951, there were 1,378 war criminals serving
prison terms and 2 on trial in Japan, while overseas 759 were in
prison and 36 on trial.

XIII. Procedure

1. We want and expect to conclude peace forthwith with as many
countries as possible.

2. We hope that there will be no delay in the making of the treaty
for procedural reasons; and that the substance of the treaty will not be
sacrificed for the sake of winning more adherents.
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Looted Property.

The time limit set by the Far Eastern Commission has already expired.
Moreover, restitution has been nearly completed. Since there is some
time yet before the conclusion of peace, it is believed that by then any
pending case will have been settled.
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It is desired therefore that the Peace Treaty will merely confirm
the settlement of the problem.

Allied Property.

We are anxious to complete restitution as soon as possible.
We propose that :

All claims be filed within six months after the signing of the peace

treaty; and all disputes settled by an arbitration commission, whose
decision shall be final.

BgR 3
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Secret
February 3, 1951

PROVISIONAL MEMORANDUM

Subject to further consideration and subject to further consultation
with the interested Parties, the United States contemplates a peace treaty
along the following lines:

Preamble

The Preamble would record the determination of the Allies and of
Japan henceforth to order their relations on a basis of friendly cooperation
as sovereign equals. Japan would indicate her intention to conform to
the principles of the United Nations Charter ; to realize the high principles
embodied in the United Nations Universal Declaration of Human Rights;
and to develop the conditions of stability and well-being envisaged by
Article 55 of the United Nations Charter, and already initiated by post-
war Japanese legislation. Japan accordingly would intend to apply for
membership in the United Nations and the Allies would welcome that
intention.

Peace

The state of war between the Allies and Japan would be pronounced
at an end.
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The Allies would recognize the full sovereignty of the Japanese people
and their elected representatives over Japanese territory.

Territory

Japan would renounce all rights and titles to Korea, Formosa and
the Pescadores, and accept a United Nations trusteeship with the United
States as administering authority over the Ryukyu Islands south of 29°
north latitude, the Bonin Islands, including Rosario Island, the Volcano
Islands, Parece Vela and Marcus Islands. The United States would retain
control of these islands pending approval by the United Nations of the
trusteeship agreement or agreements. Japan would further renounce all
rights, titles and claims deriving from the mandate system and from the
activities of Japanese nationals in the Antarctic area.
Security

Japan as a prospective member of the United Nations would accept in
advance the obligations of Article 2 of the Charter, and the other parties
would undertake reciprocally to be guided by those same principles with
relation to Japan. The Allies would recognize that Japan as a sovereign
nation possesses what the Charter refers to as “ the inherent right of individ-
ual or collective self-defense ”, and would agree that Japan might voluntarily
enter into a collective security arrangement or arrangements participated
in by one or more of them. Such arrangements would be designed solely
for defense against armed attack from without, and any forces contributed
by any Allied nation pursuant thereto would not have any responsibility
or authority to intervene in the internal affairs of Japan. Assistance
given at the  express request of the Japanese Government to put down
large-scale internal riots and disturbances in Japan would not be deemed
intervention in the internal affairs of Japan. Japan would agree not to
permit any foreign nation to have military facilities in Japan except
pursuant to actions or recommendations of the United Nations or to
a collective security arrangement or arrangements referred to above.

Political and Economic Clauses

(a) Japan would agree to adhere to existing multilateral treaties
designed to prevent the misuse of narcotics and to conserve fish and
wildlife.

(18)
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(b) Japan would agree to enter promptly into negotiations with

parties so desiring for the formulation of new bilateral or multilateral

agreements for the regulation, conservation and development of high seas
fisheries.

(c) Each of the Allies would agree to notify Japan within a year of
the effective date of the treaty which of its pre-war bilateral non-political
treaties with Japan it wished to keep in force.

(d) Japan would renounce all special rights and interests in China.

(e) The power to grant clemency, reduce sentences, parole and
pardon with respect to war criminals incarcerated in Japan would be
.exercised jointly by Japan and the Government or Governments which
imposed the sentences in each instance and, in the case of persons
sentenced by the International Military Tribunal for the Far East, by
Japan and a majority of the Governments represented on the Tribunal.

(f) Pending the conclusion of new commercial treaties or agreements,
Japan, during a period of three years, would (1) extend most-favored-
nation treatment to each of the Allies in all matters pertaining to the
importation and exportation of goods, and (2) accord national treatment
or most-favored-nation treatment, whichever is more favorable, with
respect to the commercial vessels, nationals and companies of the Allies
and their property, interests and business activities in Japan. Japan
would be entitled to withhold from any Allied nation more favorable
treatment in respect to any of the above matters than that nation,
subject to the exceptions customarily included in its commercial agree-
ments, was willing to accord it in that respect. Japan would also be
entitled to apply measures dictated by its balance-of-payments position
or by its essential security requirements, and to reserve the exceptions
customarily contained in its commercial agreements. “ National treat-
ment” would not be deemed to include Japanese coastal and inland
navigation. Pending the conclusion of civil air transport agreements,
Japan, during a period of three years, would extend to each of the Allies
not less favorable civil air traffic rights and privileges than those they
enjoyed at the time of the coming into force of the treaty.

Claims Arising Out of the War.

All parties would waive claims arising out of acts taken durivng the
)
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war prior to September 2, 1945, except that (1) each of the Allied and
Associated Powers would retain and dispose of Japanese property within
its territories, except diplomatic and consular property and a few other
limited categories; and (2) Japan would restore, upon demand, Allied
property in Japan, or, if such property, whether or not taken under the
control of the Japanese Government, is not restorable intact, would
provide yen to compensate for the lost value. (An elaboration of these
two exceptions is provided in Annex I.) Japan would waive all claims
arising out of the presence of the Occupation forces in Japan since
surrender.

Settlement of Disputes

Disputes concerning the interpretation or execution of the treaty
not settled through the diplomatic channel would be referred for decision
to the International Court of Justice, all of the treaty signatories under-
taking to comply with the decisions of the Court. A specially established
Arbitral Tribunal appointed by the President of the International Court
of Justice from nationals of countries which were neutral in World War
II would settle claim disputes. (An elaboration of these provisions will
be found in Annex IL)

Final Clauses

(a) The right of adherence to the treaty would be extended to any
nation at war or in a state of belligerency with Japan which had not
been an original signatory thereto.

(b) The treaty would not confer any rights or benefits upon any
state which did not execute and ratify or adhere to it, and Japan would
not make a peace settlement with any other state which would grant
that state advantages not granted to the parties to the treaty herein
described.

General Observation

It is to be observed that if peace were made along the foregoing
lines, it would involve a very complete restoration of sovereignty to
Japan free of onerous restrictions. Japan would express its intention to
maintain and advance the high purposes, principles and standards of the
post-surrender years, but would not be subjected to treaty compulsions

in these respects. There would be no restrictions upon Japan’s right to
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rearm. The Allies would demand no reparations either out of the
industrial assets, current production or gold stocks. There would be no
continuing right to reclaim looted property. There would be no treaty
restrictions upon Japan’s commercial activity, including shipbuilding and
fishing, other than such as Japan may voluntarily adopt in the interest
of promoting international good will. The Allies’ right to “ most-favored-
nation” commercial treatment would be dependent upon reciprocity on
their part. The question of any repayment of Garioa indebtedness of
some §$ 2,000,000,000 is not made a matter of treaty compulsion, but left
for mutual adjustment.

With respect to all of these matters, there is very considerable dif-
ference of opinion as between the Allies and there is within the United
States a considerable body of opinion which questions the desirability
of the kind of peace which is here outlined.

It may be that public opinion either within the United States or
within the Allied Powers may render it necessary, in order to get peace,
to add certain restrictions and burdens not enumerated in the above
outline of projected treaty and it is suggested that the Japanese Govern-
ment, in dealing with the people of Japan, should avoid giving any
impression that it can now be taken for granted that the final treaty
will be free of restrictions and burdens of the character mentioned in
these General Observations.

ANNEX L

Elaboration of Exceptions to General Waiver of War Claims

I. Each of the Allies would have the right to retain and dispose
of all property, rights and interests of Japan and Japanese nationals
within its territory at any time between December 7, 1941 and the com-
ing into force of the treaty, except (a) property of Japanese nationals
permitted to reside in the territory of one of the Allies, except property
subjected to special measures prior to September 2, 1945; (b) tangible
diplomatic or consular property, net of any expenses incident to its
preservation ; (c) property of non-political religious, charitable, cultural
or educational institutions; (d) property located in Japan, despite the

:1p
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presence elsewhere of paper or similar evidence of right, title or interest
in such property, or any debt claim with respect thereto; and (e) trade-
marks identifying products originating in Japan.

II. (a) Japan would restore, upon demand, within six months from
the effective date of the treaty, the property, tangible and intangible,
and all rights or interests of any kind in property, in Japan of the
Allies and their nationals, unless the owner had freely disposed of his
property without duress or fraud, and, to the extent that such property
and interests, whether or not taken under the control of the Japanese
Government, had been lost or damaged as a result of the war, would
make compensation in yen equal to the amount necessary at the time
of coming into force of the treaty (1) to purchase similar property, or
(2) to restore the property to its condition on Decembe 7, 1941. Com-
pensation would not be made to persons whose activities and property
were not subjected to special Japanese wartime restrictions applicable
to Allied nationals generally. Claims of each of the Allied and Associ-
ated Powers and their nationals for compensation would be presented
by its Government to the Japanese Government within eighteen months
from the effective date of this treaty. _

(b) If agreement on compensation should not be reached within
six months after the filing of a claim, either of the governments con-
cerned might refer the matter to the Arbitral Tribunal provided for in
the treaty (see Annex II).

(c) Rights or interests in property would include directly and in-
directly held ownership interests in juridical entities which were not
nationals of an Allied Power, but which had suffered loss of or damage
to property in Japan as a result of the war. Compensation with respect
to such loss or damage would bear the same proportion to compensation
payable to an owner under sub-paragraph (a) as the beneficial interests
of such nationals in the corporation or association bore to the total
capital thereof.

(d) Compensation in yen would be made in four equal annual
installments without interest and if the total of allowed claims exceeds
40 thousand million yen, there would be a pro rata reduction so that
the total would be that amount. The yen paid by way of compensation
would not be convertible into foreign exchange except in accordance
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with Japanese foreign exchange regulations. Compensation payments in
respect to agreed claims would begin without awaiting final adjudication
of contested claims.

ANNEX IL
Elaboration of Disputes Provisions

Interpretation or Execution

Any dispute between an Allied Government and Japan concerning
the interpretation or execution of the treaty which is not settled through
diplomatic channels would, at the request of a party to the dispute, and
without special agreement, be referred for decision to the International
Court of Justice. Japan and those Allied Powers which were not already
parties to the Statute of the International Court of Justice would deposit
with the Registrar of the International Court of Justice, on the date of
the deposit of their ratification of the treaty, a general declaration ac-
cepting the jurisdiction, without special agreement, of the Court generally
in respect of all disputes of the character referred to in this paragraph.
Claims

Disputes between an Allied Government and Japan in connection
with claims matters which are not settled through the diplomatic channel
or otherwise could be referred by either party to an Arbitral Tribunal,
consisting of three jurists to be designated by the President of the
International Court of Justice on request of the depository government
made within three months from the effective date of the treaty. The
designations would be made from nationals of countries which were
neutral in World War II. Vacancies on the Tribunal would similarly
be filled by designation by the President of the International Court of
Justice upon request of the depository government. Decisions of the
Tribunal would be by majority vote and would be final and binding.

The salaries of the members of the Arbitral Tribunal would be fixed
by the President of the International Court of Justice, in consultation
with the Government of Japan. The Government of Japan would pay
the costs and expenses of the proceedings, including salaries of members
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and employees of the Tribunal, but not including'costs incurred by other
governments in the preparation and presentation of cases.

The authority of the Tribunal, and the terms of office of its mem-
bers, would terminate at the expiration of ten years from the effective
date of the treaty, unless Japan and a majority of the Allies agreed to
fix an earlier or later termination date.
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Re. the draft Allied Powers Property Compensation Law

14 August, 1951

The Japanese Government has no objection to the text of the draft
Allied Powers Property Compensation Law being made available to:
interested members of the public. It is requested, however, that the
timing of its release to the press be decided upon further consultation
between the U.S. Government and the Japanese Government. It may
be some time between the date of closing of the coming session of the
Diet which will open on August 16 and the opening of the session
which will be convoked after the signing of the Peace Treaty.

Looted Property and Peace Treaty Provisions
14 August, 1951

The wording of Article 15 of the draft Peace Treaty is apparently
broad enough to cover cases of looted property, if such claim were
ever to be made after the conclusion of peace, in so far as its resti-
tution is concerned. However, it is the understanding of the Japanese
Government that this is not what is actually meant by Article 15.

1. The Japanese Government, in a document submitted to Ambas-

sador Dulles on January 30, 1951, stated as follows:

Looted property :

Restitution has been effected for the most part. It is
desired that the matter will be considered closed with the
conclusion of peace.

2. In a document submitted to Ambassador Dulles on February 5,

the Japanese Government again stated as follows:

Looted property :

The time limit set by the Far Eastern Commission has

already expired. Moreover, restitution has been nearly com-
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pleted. Since there is some time yet before the conclusion of

peace, it is believed that by then any pending case will have

been settled. It is desired, therefore, that the peace treaty
will merely confirm the settlement of the problem.

At the conference when the above document was submitted
(U.S. participants: Ambassador Dulles, Mr. Allison, Mr. Feary;
Japanese participants: Mr. Iguchi, Mr. Nishimura), a U.S. partici-
pant said that he understood this point very well.

Another U.S. participant inquired how the Japanese Govern-
ment would feel if no mention were to be made of the problem
of looted property in the peace treaty. The Japanese participants
stated that it would be agreeable to the Japanese Government, it
being understood however that this omission imply that the ques-
tion be considered closed.

In view of the above exchange of opinion and also of the circum-
stances that the question of looted property is largely a closed issue
by now and at any rate can be settled by the cme of coming into
force of the peace treaty, the Japanese Government understands that
Article 15 of the draft Peace Treaty is to be interpreted to cover only
the Allied property in Japan in the ordinary meaning of the term.
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1951 423 3 14 BARRIESE (EEXREMDHH)

SECRET

1. Preamble

In view of wide concern on this subject a trade practices problem
clause has been added to the Preamble under which Japan declares its
intention in public and private trade and commerce to conform to
internationally accepted fair practices. The Allies welcome this and
other statements of intention in the Preamble and promise that they
will seek to facilitate their realization. The scope of paragraph (a) under
Political and Economic' Clauses is also extended to include treaties and

conventions for the promotion of fair trade practices.
(98)
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2. Territory

Unless and until the Soviet Union removes itself from the treaty
picture it appears preferable in a draft treaty to assume its participatibn.,
The draft accordingly provides for the return by Japan of South Sakhalin
and all islands adjacent thereto to the Soviet Union and the handing over
to the Soviet Union of the Kurile Islands as they may be defined by
bilateral agreément or by judicial decision under the treaty disputes
procedure. This provision would be operative only if the Soviet Union
signs and ratifies the treaty.

3. __Security

It is not considered necessary to include the last six and one-half’
lines of the above-headed paragraph, beginning with “and any forces”,
in this bilateral treaty, and they have accordingly been deleted from the
treaty draft.

4. Political and Economic Clauses

Paragraph (c): In addition to provision for notification of bilateral
non-political treaties, the draft provides that Japan will accept the an-
nulment, as a consequence of the war, of its rights under pre-war
political treaties to which Japan and one or more of the Allied and
Associated Powers were parties.

5. Claims Arising Qut of the War

In view of the complications involved in the question of compensation,
it is considered advisable to minimize this aspect of the matter in the
treaty. The best solution would appear to be for Japan voluntarily to
enact compensation legislation, which might follow the lines of Annex I
of the Provisional Memorandum., The treaty would merely provide that
compensation would be made in accordance with Japanese domestic
legislation, in yen subject to Japanese foreign exchange regulations, and
that in no event would nationals of the Allied and Associated Powers
receive less favorable treatment than that accorded to Japanese nationals.
6. Submarine Cables

The best solution to this problem would appear to be to divide the
cables equally between Japan and the Allied Powers to whose terrifories
the Japanese cables run. Equally divided ownership and operation of
submarine .cables has proved successful where employed (e.g., the Italian
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cable from Italy to the Azores to the United States) and is believed
preferable to dividing ownership at the outer limits of the territorial
waters of the Allied Powers, as in the Italian Treaty. The draft ac-
cordingly provides that Japanese submarine cables connecting Japan with
territory removed from Japanese control in’pursuance of the treaty shall
be equally divided, with Japan retaining the Japanese terminal and ad-
joining half of the cable and the detached territory retaining the remain-
der of the cable and the connecting terminal facilities.

Tokyo, March 14, 1951
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1951 4 3 A 16 B bss oEE

ON MEMORANDUM

(March 14, 1951)

1. Preamble
‘ No objection.
¢101)
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2. Territory

(@) The proposed provision for the return of South Sakhalin and
the handing over of the Kuriles to the Soviet Union under the assumption
that it will participate in the peace treaty is agreeable. However, it is
desired to have the passage in question read: “as they may be defined
by the Powers concerned, including Japan.”

(b) In case the Soviet Union goes definitely out of the picture, it
is hoped such stipulation regarding South Sakhalin and the Kuriles will
be omitted.

3. Security

Agreed.

4. Political and Economic Clauses

No objection.
5. Claims Arising Out of the War

There is no objection to leaving the matter to japanese domestic

legislation. However,

(a) The deletion is desired of the part of the draft text reading,
“in no event would nationals of the Allied and Associated Powers receive
less favorable treatment than that accorded to Japanese nationals.” The
Japanese government is not contemplating the payment of aﬁy compen-
sation for war damage to Japanese property within Japahese territory.
Compensations for other kinds of damages, if paid, would be very small.
It is feared that the above-mentioned clause might raise vain hopes among
Japanese or force the government to pay out compensations it cannot
afford.

(b) In case of a dispute between the government and a claimant,
it might be a more practical solution to have the dispute settled once
and for all by a mixed commission instead of an arbitration court
mentioned in Annex, (1) and (2).

6. Submarine Cables

No objection.

Tokyo, March 16, 1951
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19514 3 H 23 g ok fljscsE:

We have received from Mr. Dulles and the State Department certain
comments on the two memeranda which you left with me last week.
With regard to your first memorandum commenting on ours of March
14th, the following comments are made with regard to paragraph 2 on
Territory : With reference to 2(a) it is stated that we now plan to omit
any reference to the definition of the Kuriles, thereby leaving this
automatically to decision of the World Court.

With regard to 2(b), it would be provided that the Soviet Union
would get no benefits unless it accepts the treaty;.if it is apparent in
advance that the Soviet Union is definitely out of the picture, we would
be prepared to reconsider the question of whether reference to Sakhalin
and the Kuriles should not be entirely omitted from the treaty.

The next comments have to do with paragraph 5 of the same
memorandum. With regard to the question of compensation for damage
to property of allied nationals in Japan raised in 5(a), it would be
agreeable to us to omit reference to treatment to be accorded Japanese
nationals.

With regard to paragraph 5(b), we see no objection to the settle-
ment of disputes by a mixed commission as you suggest, but we are
not at the present time in a position to give a definite commitment on
that point.

Turning to your other paper entitled “ The Japanese Government’s
Views and Requests on the Initialed Documents” the following comments
are made on the Section I covering the Provisional Memorandum: With
regard to paragraph (1), it is stated that we plan to use the term ‘ Allied
Powers ” throughout, with appropriate definition to avoid confusion.

(1045
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With regard to paragraph (2), it is not our understanding that the
proposed treaty would accord rights to property succession in Japan, but
rather that the matter is one which would be dealt with according to
International Law and Municipal Law as they apply to particular cases
as they may arise.

With regard to paragraph (3), we do not believe that it is feasible
at the present time to try to get agreement on the Gatt formula which
you suggest.

Regarding the question of Japanese property within allied territories
raised in paragraph (4), we do not believe that the Italian Treaty for-
mula would serve a useful purpose inasmuch as it would tend to lead
to demands that any excess beyond the limits which you suggest be
regarded as constituting reparations funds. We also feel that each of
the Allied Powers concerned would in fact consider that it has claims
at least equal to the Japanese property within its territories.

With regard to paragraph (5)—the final paragraph of Section I—it
is contemplated providing that for a period of nine months after Japanese
ratification the treaty could be brought into force only by the deposit
of ratifications by a majority of the FEC members including the United '
States, but that after nine months any Allied Power which ratifies the
treaty could thereby bring the treaty into force as regards itself and
Japan. It is also planned to suggest that the right of adherence be
maintained for a period of three years.

This concludes the comments which we have so far received. Sec-
tions II and III of the second of your two memoranda referred to above
are understood to be still under study, upon the conclusion of which it
is anticipated that further comments will be forthcoming.

All the points of your observation set forth in your paper received
on March 23rd are agreeable.

With regard to the General Agreement on Tariffs and Trade, how-
ever, it is hoped to solve the problem by negotiating bilaterally with
the countries concerned after the Peace Treaty in accordance with the
purport of our proposal. ’

The deepest gratitude is expressed to the U.S. Government for the
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consideration it kindly paid concerning the points stated in our two
memoranda dated March 16th.
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DAMAGE IN VALUE AND AMOUNT OF ALLIED
PROPERTY IN JAPAN

A Summary of Investigations by the Finance Ministry,
as of 3 April 1951

(Figures not final)

21 April 1951

Japanese Government
Confidential

Estimated Value of Damage on Allied Property.

1. Total Value of damage

Tangible property ........cccoveviiiiiiiinininnnn.. ¥ 6,100,000,000
Investments ...........ooooiviiiiiiiiniiiiiii, Ranging from
¥ 6,000,000,000 to
¥ 10,000,000,000
Liabilities in foreign currencies ............... ¥ 5,900,000,000
Others ...c.coovviiiiii ¥ 1,000,000,000
Total........coooivenen. Ranging from ¥ 19,000,000,000 to
¥ 23,000,000,000

2. Damage to tangible property due to loss or deterioration :

Enemy property placed under custody

Price at the Estimated Percentage Estimated value

commencement current of damage of damage (cf.4)
of custody(cf. 1) value(cf.2) (cf. 3)
(In ¥1,000) (In¥ 1 million) (In ¥ 1 million)
Buildings 32,945 4,035 33% 1,331
Movables 35,267 5,395 80% 4,316
Total 68,212 9,431 5,648
112)
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Enemy property not placed under custody (cf. 5) Total (cf.7)

Estimated value of damage ‘(cf. 6) Estimated value

of damage
(In ¥ 1 million) (In ¥ 1 million)

Buildings 26 1,358
Movables 431 4,748
Total 458 - 6,106

cf. 1 Computed from the figures appearing in custodial inventories.
submitted by the enemy property custodian. (Slight changes may
occur as item by item investigation is now being conducted.)
cf. 2 By comparing the average of “PreWar Standard Index
Number Chart ” of 1941 and 1942 prepared by the Statistics Bureau
of the Bank of Japan with that of December 1950, the price at the
time of placing the enemy property into custody has been multiplied
by :

on buildings, construction material index (122.5 times);

on movables, general average index (153 times).
cf. 3 On buildings:

Obtained from the average of the approximate figures of damaged
rate which had been revealed by the investigation conducted on each
building of Allied property.

On movables: by estimation.

Chart of Investigation Conducted on the Damage of Buildings

Original number Damaged number Rate of damage-

Nationality of tsubos of tsubos

US.A. 60,446 tsubos 23,287 tsubos 38%
Gt. Britain 75269 20,709 ~ 28%
Canada 5716 1,241 » 22%
Philippines 106 — —
Netherlands 399 » 78 n 20%
France 1,770 » 1,682 » 95%
Others 976 » 109 » 11%
Total 144,686 » 47,111 » 33%

cf. 4 Estimated current value multiplied by the rate of damage.

cf. 5 Enemy property not placed under custody—this is propefty'
(113)
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which had been owned by Allied nationals at the time of the outbreak
of the war and which had been recognized by the Supreme Com-
mander to have received unjust treatment by the Japanese Govern-
ment and people during the war.

cf. 6 It is estimated that the ratio of Allied property not held under
custody when compared with the one held under custody reveals
a percentage of about 2% on buildings and about 10% on movables.
‘The foregoing percentage have been multiplied by the estimated
value of damage on the buildings and movables which were held
under custody.

«f. 7 It is estimated that in this column showing the total of estimated
value of damage, 40% is occupied by the loss of the Standard and
‘Shell Oil Companies.

3. Loss inflicted upon Allied nationals caused by the actual decline in
their shares due to the change in assets or in the conduct of business
of the enterprises in which they have invested.

This amount of damage cannot be computed easily as the present
-condition of the enterprise may differ from that at the time when the
investment was made by an Allied national. Furthermore, the fluctuation
in the price of commuodities must be also considered. The amount invested
by Allied nationals at the time of the outbreak of war was ¥138;998,000
(note), but if the fluctuation of the price of commodities is considered
to be around 150 times and if the rate of damage of the enterprise ranges
between 30% to 50%, it is estimated that the value of damage would
be around ¥ 6,000,000,000 to ¥ 10,000,000,000.

(Note) Enterprise which had been invested 100% by an Allied
national was referred to the investigation conducted by the Foreign
Investment Bureau of the Finance Ministry (Sept. 1941) and on other
enterprise, the reference was made on the research conducted by
the Foreign Division of the Industrial Bank of Japan, entitled,
“Investment in Our Country by Foreign Companies” (June 1948).

4. Loss incurred by Allied nationals which results from the repayment
.of liabilities in foreign currencies conducted through the payment in
Yen to Special Property Administration. Account.

(114>
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Value of Liabilities in Foreign Currencies Paid to the
Special Property Administration Account (Note)

Vall-i-;(‘)f original Value paid in Yen Present corréspond-

liabilities (conversion rate) ing value in Yen
(foreign currency) (Rate of conversion)
General $391,813 ¥1,665,900(¥ 4.25) ¥141,052,683(¥360)
liabilities £ 22,127 ¥ 374,289( 16.84) 22,304,652(1,008)
2,091 Rupees ¥  2,686( 1.286) 158,244(75.70)
Total 2,042,875 163,515,580
Payment of  $5,985,098 15,495,604(4.25 &  2,154,633,481(360)
interest on 2.06
foreign loans £3,631,418 54,142,552(16.84)& 3,660,470,276(1,008)
9.763
Total 69,638,156 5,815,105,758
Total 71,681,032(A) 5,978,619,338(B)

The value of difference. between (A) and (B) mentioned in the
foregoing chart, ¥ 5,906,938,305, shall be the loss incurred by the Allied
nationals due to the decline of the value in yen.

(Note) The above chart is computed from items clearly stated as
payment for liabilities in foreign currencies mentioned in the payment
in yen made to the Special Property Administration Account. There-
fore, it is felt that there may be some other payment, aside from
the foregoing chart, made in yen for liabilities in foreign currencies.

5. Others

Aside from the foregoing, the value of damage which results from
intangible property which has not been restored by post-war measures
and the damage to profit and returns such as dividends, rents and interests
is totally unknown at present, but is tentatively estimated here to be
around ¥ 1,000,000,000. As to credit held by Allied nationals at the time
of the outbreak of war, the damage of such credit due to the decline
in the value of yen is not considered here.
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The disposition of property of Japan and its nationals in the areas referred
to in Articles 2 and 3, and their claims, including debts against the authorities
presently administering the areas referred to above and the residents (iccluding
juridical persons) thereof, and the disposition of claims, including debts, of
such auvthorities and residents against Japan and its nationals, shall be the
subject of special arrangements between Japan and such authorities.
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Observations

2 July, 1951

1. Article 4.
(1) The first half of (a) is understood to mean :

The disposition' of property of Japan and' its nationals in the
areas referred to in Articles 2 and 3, and. their claims, including -debts
against the authorities presently administering the areas referred

(120>
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to above and the residents (including juridical persons) thereof,
and the disposition of claims, including debts, of such authorities
and residents against Japan and its nationals, shall be the subject
of special arrangements between Japan and such authorities.

It seems to us the execution of this Article will prove impossible
in practice. (What has happened in Korea since the war’s end serves
to illustrate our point). Accordingly, we still believe that our formula
submitted before (Property succession— positive or negative—terminates
in the respective areas concerned) is the sole practical formula. In
case the provision as proposed were to be retained, we would need
in its execution absolute diplomatic support from the American govern-
ment, without which it would be impossible to achieve any concrete
results.

(2) It will be necessary to specify that “ claims” mentioned herein
do not include war reparations.

(3) As to the restitution of Allied property in these areas (Second
half of Article 4), we should like to have it clearly stipulated that
restitution is to be made by the authorities presently administering
the areas.

2. Article 14.

(1) It is exceedingly painful for the Japanese government to shoul-
der the reparations responsibility even on the terms such as are stipu-
lated under (a) of this Article. But we will, as we must, bow to
necessity. And in so doing, we should like to state that when negoti-
ating the necessary “arrangements” with the Powers concerned, Japan
would have to look to the United States for powerful diplomatic support.

(2) Paragraph 2 provides that each of the Allied Powers shall have
the right to seize, retain, liquidate or otherwise dispose of all Japanese
property, rights and interests, which at any time between December
7, 1941, émd' the coming into force of the peace treaty, were subject
to its jurisdiction.

There exists a notable difference between this provision and the
provision of the Italian Peace Treaty, which simply stipulates: which
on the coming into force of the present Treaty are within Allied territory

(@219
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(Article 79, 1).
The stipulation of this Article, all Japanese property, etc., which

at any time between December 7, 1941 and the coming into force of

the present Treaty were under its jurisdiction, is liable to extend

unduly the scope of the property to seize, by including mobile property
such as ships, that had stopped even only once at an Allied port, or
navigated the territorial waters-of any Allied Power during the speci-
fied period.
Consideration is requested for the adoption of the same principle
as in the Italian treaty making this part of the draft read:
Which on the coming into force of the present Treaty are

within its territory.

3. Article 15.

(1) It is desired that the peace treaty will so provide as to allow
the Diet, as in the original draft, to enact a domestic law on compen-
sations after the signing of the peace treaty.

If it should prove difficult to make such a provision, we could
request SCAP authorization for issuing of a Cabinet Order embodying
the contents of the Compensation Law now under discussion and
promulgate it promptly. Then the peace treaty could refer to this
Cabinet Order and stipulate, as under (b) of the Article, that “ Compen-
sation shall be made on terms not less favorable than those provided
for by this Cabinet Order.” This might be a workable alternative.

Another alternative would be:

The Japanese government will communicate in writing to. the
American government its intention of having the Compensation Bill,
currently under consideration, enacted by the Diet and send a copy
of the bill. The American government will formerly acknowledge the
receipt of the communication. The Peace Treaty will then stipulate:
“according to the compensation law, mentioned in the Japanese govern-

ment’s communication dated July , 1951.”

(2) The Article provides that Japan undertakes to return upon

between December 7, 1941 and September 2, 1945.

(122)
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This differs again from the provisions of Article 78, 1, of the
Italian Peace Treaty which provides for the restoration of Allied rights
and interests as they existed on June 10, 1940 (date of Italian partici-

pation in the war).

For the same reason, as stated in connection with Article 14, the
Article is liable to extend unduly the scope of the Japanese govern-
ment’s obligation for property restitution. Consideration is requested
for the adoption of the same principle as in the Italian Treaty.

4. Article 16.

(1) For the victor nation to dispose of the assets of the van-
quished, situated in neutral countries, is contrary to the established
practice of international law, unprecedented in history. The Japanese
government cannot but express its regret.

(2) It is desired that at least, the transfer of assets be limited to
public assets, and that in any case the transfer of Japanese assets in
neutral countries be effected after liquidation of all claims against
such assets.

It is understood that the exceptions stipulated under Article 14,
Paragraph 2, regarding the disposition of Japanese property in Allied
countries will be likewise recognized in the present case.

5. Article 17.

All records and documents of the Japanese Prize Courts were
turned over to the Occupation authorities, who then reviewed the
Japanese court decisions. Of the vessels that had been confiscated by
Japan through due processes of law, most of those which could be
returned, were restored to their original conditions and returned to
their original owners on orders from the Occupation authorities.

Accordingly, it would seem sufficient for the peace treaty only to
stipulate that with respect to compensation for ‘the vessels and cargoes,
which are due to be returned, but of which restitution is impossible,
the provisions of Article 15 shall apply.

(128)
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Observations on the Draft of the Peace Treaty

July 12, 1951

1. Article 3

Your attention is requested to (a) of our Observations dated 4 April,
1951. While “the Nansei Islands” includes all islands south of 29°
north latitude, “ the Ryukyu Islands ” do not.

2. Article 4
The first sentence of paragraph A would seem properly to read as
stated in the Observations dated July 2, 1951, since “......... property

......... of such authorities and residents against Japan and its nationals

”

......... would make no sense.

3. Article 14

The proviso of (a) 2 (1) V (“provided that this exception shall only
apply to obligations of Japan and its nationals expressed in Japanese
currency ’) seems to refer only to the first part of this paragraph
(““ obligations of Japan or Japanese nationals”). If so, the proviso might
better be placed immediately after the words to which it refers.

4. Article 15

It is suggested that in the last part of paragraph A, “In cases
where such property was within Japan on December 7, 1941, and cannot
be returned, or has suffered injury or damage, compensation will be
made in accordance with Law No. ......... ”, the words “as a result of
the war ” be inserted after “ damage”. These words are found in the
corresponding sentence of Article 78, 4(a), of the Italian peace treaty,
and the wording will also conform to the provisions of the draft Com-
pensation Law.

(124)
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5. Article 16

In the first sentence, there is a passage, “......... Japan will transfer
its assets and those of its nationals in countries which were neutral
during the war, or which were at war with any of the Allied Powers,
or the equivalent of such assets, ......... ”. The insertion herein of the
words ‘““or the equivalent of such assets” is construed to mean that, in
lieu of the transfer of those assets of Japan and its nationals which now
exist, the equivalent thereof may be transferred if the Government so
desires. It is not considered to mean that if the assets which were
owned previously by Japan and its nationals in such countries are
impossible of transfer in their status quo ante for certain cause (subse-
quent decrease in value, use in Japan’s interest, etc.), Japan should
transfer the equivalent thereof. It is suggested the word * existent” be
inserted between “its” and “assets ”.

6. Article 17

The requirements of the first sentence have mostly been put into
practice during the Occupation, as stated in the Observations dated July
2, 1951. Its purport will become more clear if the defining term “if it
has not done so” is added.

7. Article 21

This Article entitles China to the benefits of Article 14 (A) 2. It
may be pointed out that the benefits are counterpoised by the waiver
of claims by the Allied Powers under paragraph (B) of the same Article.
Korea is entitled to the benefits of Articles 9 and 12. Article 9 envisageé

the desire of the Allied Powers to conclude an agreement. Article 12
envisages the Allied Powers themselves according Japan most-favored-
nation treatment or national treatment. In other words, these provisions
envisage the existence of a counterpart on the part of the Allied Powers.
The Government believes that such will be the case with China and
Korea. Therefore, with regard to Article 14, it is believed more advisable
either to include (B) in referring to this article or to drop Article 14,
(A) (2). The phraseology of Article 21 seems to leave room for mis-
understanding,

(125D
— 139 —



ek 14
8. Declaration concerning International Instruments

Regarding 1:
a. It is contemplated therein that Japan declares that she recognizes
the full force of all presently effective multilateral international instru-

ments to which she was a party on September 1, 1939. The Japanese
Government believes that such declaration should be confined to the
multilateral international instruments of non-political character. Other-

wise such treaties as the Nine Power Pact and the Four Power Pact of
1922 would bhe recognized as in full effect, which would be contrary to
the actual situation.

b. With regard to participation in certain international instruments,
there is a passage to the effect that if such participation involves mem-
bership in an international organization, the provisions of the present
paragraph shall take effect upon Japan’s readmission to membership in
the organization concerned. So far as the Japanese Government is aware,
there is no international organization of which Japan was a member as
of September 1, 1939 and has ceased to be a member thereafter. Accord-
ingly, the sentence beginning with “ Where, however,” might be deleted.

Regarding 2:

The Government is entirely willing to accede to all of the inter-
national instruments herein mentioned. However, some of them are
voluminous (e.g. International Convention relating to Economic Statistics
with Protocols, Convention on safety of life at sea, Conventions for the
protection of war victims). Some require domestic legislation or its
amendment in advance {(e.g. International convention relating to the
simplification of customs formalities, Convention on safety of life at sea,
Conventions for the protection of war victims). Therefore, it is actually
impossible to complete the procedure of accession to all of these instru-
ments within six months of the coming into force of the treaty of peace.
It is hoped that the term will be defined as “ within the shortest prac-
ticable period”.

Regarding 3:

The Government will willingly participate in the international organi-
zations mentioned therein. It is hoped, however, that the term will be
defined as ““ within the shortest practicable period ”, for the same reason

C126)
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as mentioned in reference to 2 above.

9. Declaration concerning War Graves

a. This Declaration concerns a matter of humanity, which requires no
discriminatory treatment as between the victor and the vanquished. It
is hoped that the feelings of the Japanese people will be taken into
consideration. It would be appreciated if the declaration could be made
jointly, by adding that the Allied Powers also intend to treat in a proper
manner the graves and cemeteries of Japanese war dead in their territory,
or at least if a passage which may read ‘“The Japanese Government
expects that the Allied Powers will treat in a Aproper manner the graves
and cemeteries of Japanese war dead in their territory ” could be added
in this paragraph.

b. The words “ Allied and Associated Powers” and ‘‘ Allied or Associ-
ated Power ” used in the declaration should be ‘ Allied Powers” or
“ Allied Power ”.

(PR
ERGNRICT T D4 7~ = — o 2 v (1951 7. 1L, #eak)
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“In cases where such property was within Japan in December 7, 1941, and
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cannot be returned, or has suffered injury or damage, compensation will be
made in accordance with Law No,............ ” @ damage Oz, as a result of
the war F AL L 5F ¥R FFho A2 ) 7ERMFRIIE T8R4 @OUBEXHIDH T
NoOXFENRB D, X, "HEE ONELEEIRERDLTH 5,

3. #$16%
HIxEre, “.o.. Japan will transfer its assets and those of its nationals in
127)
— 141 —



ek 14 wWek 14

countries which were neutral during the war, or which were at war with any b, 5B TS EMconT, BAEH193949 51 BLEMBETA R
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PER 15
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BiZ, BAE (14 B) LEUBNEFIEEITLI #3 OBROMED Kicow Tk,
BHOBLLES DL LTRHT~E T LA L1,

August 13, 1951

It has been agreed that Article 15(a) of the draft treaty should read
.as follows: *“ Compensation will be made on terms not less favorable
than the terms provided in the draft Allied Powers Property Compen-
sation Law approved by the Japanese Cabinet on July 13, 1951.”

Two copies of the Japanese text of this draft law identified by the
signatures of the appropriate Japanese officials as the text approved by
the Cabinet on July 13, as well as two copies of an English translation
certified by the appropriate officials of the Japanese Government as a
«correct translation of the approved text, are requested.

It is also requested that the Japanese Government declassify the

text of this draft law so that the text may be made available to interested
members of the public.
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Revised Report
on
Damage in Value and Amount
of

Allied Nationals’ Property in Japan

A Summary of Investigations by the
Finance Ministry, as of 3 April 1951

(Figures not final)

3 May 1951

Japanese Government

Preface

This report is a revision .of the report “Damage in Value and
Amount of Allied Property in Japan” dated 21 April 1951, newly
prepared for the purpose of correction and better clarification of the
former. The property owned by the governments of the Allied Nations
are not considered in the present report.

ESTIMATED VALUE OF DAMAGE ON ALLIED
NATIONS’ PROPERTY

A. Total Value of Damage
I Tangible Property ........ccoocvieviiviiiiiniiiiiiiniinns. ¥ 6,100,000,000
II Investments ............... Ranging from ¥ 6,000,000,000
to ¥ 10,000,000,000
IIT Liabilities in Foreign Currencies ........................ ¥ 200,000,000
(131)
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TV OtheTS oo e e ¥ 1,000,000,000
" "Total  Ranging from ¥ 13,300,000,000
to ¥ 17,300,000,000
(Remarks)

Above figures indicate the value of damage caused to those
Allied nationals’ property which came under the Enemy Property
Custody Law—by which all the property owned or controlled by
nationals of the United States, the United Kingdom and the Nether-
lands were actually placed under custody—or to such property of
Allied nationals other than of the above three as were treated
discriminately because they belonged to Allied nationals. However,
it being practically impossible to investigate and estimate the damage
on Allied nationals’ property which were not treated discriminately
(for instance, property of French or Chinese nationals), such damage
are not included here.

B. Brief Explanation By Item

I Damage to Tangible Property Due to Loss or Deterioration

Damage to “Tangible Property” were computed by multiplying
their intact current value (obtained by multiplying the then value by
their price indices) by the average rate of physical damage which
buildings and movables such as furniture, utensils, machines, merchandise,
detained cargoes etc. suffered from. Damage to land are deemed to be
negligible and are not considered here.

This damage may be broken down as follows:

Property Not Total
Property Placed under Enemy Placed under (h)
Property Custody Law (a) E.P. %) Law

Price at the Estimated Dam- Estimated Estimated Estimated
Commence- Intact Cur- age  Current Current Current
ment of rent Value Rate Valueof Value of Value of

Custody (c¢) (d) () Damage Damage Damage
- ® (@)

(Unit) (1,000 yen) 1 million % 1 million 1 million 1 million
yen yen yen yen
Buildings 32,915 4,035 32 1,291 26 1,317
Movables 35,267 5,395 80 4,316 431 4,748
Total 68,212 9,431 — 5,607 458 6,065
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(@) These property are only such as were owned or controlled by
nationals of the: United States including the Philippines, the United
Kingdom including Canada, Australia and India or the Netherlands
(hereinafter termed as enemy countries), or juridical persons established
in accordance with laws and regulations of the above enemy couritries.
Some property owned by nationals or juridical persons of Allied but not
of the enemy countries and cared in the hands of enemy nationals were
likewise shifted to the custody under this law. These property are also
counted in this column.

(b) Those property of Allied nationals which are decided by the Supreme
Commander as having been wrongfully transferred by the Japanese
Government or Japanese nationals are treated as the property suffering
from damage. Such decision by the Supreme Commander may hereafter
be made as to. some property formerly owned by Allied nationals.

(c) Computed from the figures appearing in custodial inventories sub-
mitted by enemy property custodians. Slight changes may occur after

‘the present investigation on each individual item is completed.

(d) By comparing the average of “Pre-war Standard Index Number
Chart” of 1941 and 1942 with that of December 1950, prepared by the
Statistics Bureau of the Bank of Japan, the values in this column were
obtained by multiplying respectively the price as of the commencement
of custody by:

on buildings — 122.5, the construction material index;

on movables — 153, the general average index.
(&) The rate on buildings was obtained from the damage rate revealed
by the investigation conducted on each building of Allied nationals’
property while that of movables is based on estimation.

Damage of buildings shown by area is given below for reference.

Nationality Total of Ori- Total of Dam- Damage
ginal Area in aged Area in Rate
» , “Tsubo ” “Tsubo ”
US.A. 60,446. 23,287 38%
UK. 75,269 20,709 28%.
Canada 5,716 1,241 22%
Philippines 106 o —
(133)
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Netherlands 399 78 209%
France 540 452 85%
Others * 976 109 11%
Total 143,452 45,876 32%

* Property of juridical persons established by joint investment of
nationals of U.S., UK. and the Netherlands.

(f) Obtained by multiplying the Estimated Intact Current Value by the
Damage Rate.
(g) The ratio of the damage on the property in this column to that in
the foregoing column is estimated about 2% on buildings and about 10%
on movables. The values of damage on buildings and movables here
were obtained by multiplying the figures in the next left column by 2%
and 10% respectively.
(h) Of the total of the estimated current value of damage, it is estimated
that about 40% is occupied by the damage suffered by the Standard
Vacuum Oil Co. and the Shell Oil Co. in Japan.

II Loss Relative to Investments

This loss cannot easily be computed as the present condition of the
enterprise may differ from that at the time of the outbreak of the war.
Furthermore, the fluctuation in the price of commodities must also be

" taken into account. This figure was obtained by multiplying the whole
physical damage inflicted upon the assets of the companies in which
Allied nationals invested by the percentage of their share holding against
the whole shares of such companies. If the amount of investment by
Allied nationals at the time of the outbreak of the war was ‘¥ 138,998,000,
the current price indéx against that at that time is tentatively set at
150 times and the damage rate of such enterprises 30 to 50%, the loss
may be estimated to be around ¥ 6,000,000,000 to ¥ 10,000,000,000. The
above Allied investment was computed according to the Investigation
by the Foreign Investment Bureau of the Finance Ministry (September
1941) as per 100% Allied invested enterprises, and to the Research by
the Foreign Division of the Industrial Bank of Japan (June 1948) as per
other enterprises.

It may be added that such profit as Allied nationals might have
expected as investors, for instance dividend on shares which might have

(134>
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been expected but for their wartime disposal by sale, is not considered
in this item.

III Loss to Liabilities in Foreign Currencies

The seeming loss to Allied nationals incurred by the settlement of
liabilities in foreign currencies through payment in yen into the Special
Property Administration Account is given here. Such loss, however, may
better be understood as the burden either the Japanese Government or
Japanese national have to eventually bear in yen to fill up the balance
of foreign exchange rate and hence separated from the present report.
This loss may be broken down as follows:

Value of Original Value Paid in Current Corresponding

Liabilities Yen (Conv. Rate)  Value in Yen (Conv. Rate)
$ 391,813 ¥ 1,665,900 (¥ 4.25) ¥ 141,052,683 (¥ 360)
£ 22,127 ¥ 374,289 (¥ 16.84) ¥ 22,304,652 (¥ 1,008)
2,091 Rupees ¥ 2,686 (¥ 1.286) ¥ 158,244 (¥ 75.70)
¥ 2,042,875 (X) ¥ 163,515,580 (Y)

Foreign Currency liabilities are those which are denoted in foreign
currencies mostly comprising of royalties on patent rights. Article 3 of
the Enemy Property Custody Law provided that liabilities to enemy
nationals denoted in foreign currencies shall be settled by payment in
yen into the Special Property Administration Account of the sum at the
foreign exchange rates designated by the Japanese Government. If such
liabilities are to be settled in their respective foreign currencies, the
balance between yen fund now deposited in the Special Property Adminis-
tration Account and that required to buy such foreign currencies has
to be raised anew at the burden either of the Japanese Government or
of individuals who made such payment in yen. Such sum, therefore, is
tentatively enumerated here as a sort of loss to Allied nationals’ property.

The balance between (X) and (Y) is the sum to be borne by the
Japanese Government or Japanese nationals.

The figures given here are exclusively the total of yen paid into
the Special Property Administration Account with a clear statement as
paid for foreign currency liabilities. Besides above, there may be found
additional payment which was intended, but not accompanying any clear
statement, for foreign currency liabilities.

(135)
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During the period from the outbreak of the war to March 1943
when the Law relating to the Treatment of Foreign Currency Bonds
was enforced, interests of foreign currency bonds were paid in yen into
the Special Property Administration Account to have them settled. The
current value of such interest amounts to ¥ 5,815,105,758. Since the
enforcement of the Law upwards, payment of such interests has been
suspended. This sum, being to be disposed of as a part of payment for
foreign currency bonds, is omitted from the present report.

IV Others

The amount of money which might have been expected as profit or
returns (dividend, rent, interest etc.) accruing from Allied industrial
property rights which have not been restored by post-war measures and
from Allied nationals’ property which were disposed of by enemy prop-
erty custodians is enumerated here. Therefore, this sum is computed
only as per the period after the property were disposed of. Such dam-
age of credit held by Allied nationals at the outbreak of the war as is
due to the decline of value of yen is not considered ; neither is profit or
return accruing from Allied property while placed under custody of
enemy property custodians, because such profit or return is deposited in
the Special Property Administration Account in the name of respective
original owners and can be freely withdrawn therefrom.

C. Conclusion

The total value of damage, however, may best be estimated by

increasing the figures enumerated at the beginning of this report by 50°

to 70%, that is, ¥ 19,950,000,000 to ¥ 29,410,000,000 in view of the
following facts:

a. the rate of damage to tangible property and to Allied invested com-
panies, the rate of the rise in prices are based upon broad estimates,

b. the scope of the Allied property is limited, as a rule, to nationals
and juridical persons of the United States, the United- Kingdom and/or
the Netherlands nationality, and

c. the property of the Allied governments are not included.

(136)
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Chart Showing the Amount of Allied Property

{Prepared on
3 April 1951)

Remarks
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With reference to Article 15 of the United States provisional peace

treaty draft, we are now convinced that it will be necessary for Japan
actually to adopt domestic legislation to cover Yen compensation in

satisfactory form, with the provision that it shall be operative as regards

nationals of the Allied powers as of the respective dates on which the
peace treaty comes into force between Japan and each of those powers.
It is thought that the treaty could then provide, in substance, that
“ compensation will be made in accordance with Japanese domestic legis-
lation embodied in Diet Law Number___ ”. We do not now believe
that it will be sufficient for the right to compensation to rest merely upon
the promise of future domestic legislation.

SIS 15 KRBT HHFRE (ERESEMEMERE
1951485 B 5 B FEEE X bS48 ()

BREDOTMENREE (FI55K) kL, bhdbiuivE: TR, B, BRI
ER CHMEELRET 5EALEERERER TS L BUETH L5 LB %, ZoiL
Bk, EAERELT, BAeL z0oBEAEDL x OM TR 2 &£ et hs
MO EM L, JOBESEHRENDLVWIRELES DL T2, o/ IIT, FWT
X T, BEE  BrREIRCAROEMNRREOTITONG ) L. BARmrcH
BTBHIEBSTEBEHELD, bbb, L0 5EH oW T, RO EMLE
OWHRDOBLRAL D ZENFEDTH 5 EES5RE LRV

May 10, 1951
My dear Ambassador,

Through Ambassador Sebald, I was informed on the Fifth instant
of your opinion with reference to Article 15 of the United States provi-
sional peace treaty draft to the effect that it will be necessary for Japan
actually to adopt domestic legislation to cover Yen compensation in a
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satisfactory form so that the treaty could provide that * compensation
will be made in accordance with Japanese domestic legislation embodied
in Diet Law Number ___.”

Although the matter cannot be submitted to the present session of
the Diet because that would necessitate premature disclosure of the
contents of the draft treaty, I desire to state on behalf of my government
that the necessary steps will be taken to see that a Diet Law, based
upon the principles set forth in Annex I of the Provisional Memorandum
of February 8, 1951, is enacted in time to meet fully your expectation.

I avail myself of this occasion to express my profound thanks for
your tireless labors in the interest of an early Japanese peace and my
confident hope that they will be crowned with success.

Yours sincerely,
Shigeru Yoshida
His Excellency
Mr. John Foster Dulles,
Department of State,
Washington, D.C,,
U.S. A
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Law relating to Compensations for the Loss or Damage
of Allied Property in Japan
(An OQOutline)

General Provision

1. The Japanese Government will compensate for the loss or damage
suffered by the property as a result of the war, which was owned in
Japan (the territory over which the full sovereignty of the Japanese
people is recognized by the peace treaty) by Allied powers or their
nationals at the date of commencement of the war. This provision,
however, will not apply to the property belonging to persons who had
not been subject to the Enemy Property Custody Law or any other
special wartime measures applied to Allied powers or their nationals in
general.

Definitions

2. (1)° “Allied powers” means the states which were at war, or in
a state of belligerency with Japan, and which have become parties to
the peace treaty.

(2) *“Allied nationals” means the individuals of Allied nationality,
or corporations or associations which were organized under the laws of
any of Allied powers, provided that such individuals, corporations or
associations had the status at the date of commencement of the war and
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also at the date of coming into force of the peace treaty.

(3) Corporations or associations, in which Allied powers or their
nationals held whole capital investments at the date of commencement
of the war, are considered as Allied nationals.

3. “Property” means all movable or immovable property and the
rights thereon, intangible property rights, debts, shares, and all other
property rights.

Basis for Calculating Compensations

4. A compensation shall be the amount of money necessary to:

restore a property at the date of coming into force of the peace treaty
to the same condition as at the date of commencement of the war, within
the scope of the loss or damage suffered by the property as a result of
the war, or, in case of a total loss of property, the amount necessary
to purchase a similar property at the date of coming into force of the
peace treaty.

Compensation for Ownership Interests

5. (1) As regards corporations or associations (called “companies”
hereinunder) which are not Allied nationals, and whose property in Japan
suffered a loss or damage as a result of the war, the loss of Allied
nationals who held ownership interests in such companies at the date
of commencement of the war shall be compensated for. This compensation
shall bear the same proportion  to the loss or damage suffered by the
companies as-the beneficial interests of such nationals in the companies
at the date of commencement of the war bear to the total capital thereof.

(2) In the above case, the loss of the claimant may be fixed at

a figure representing the difference between the market price of his.
stocks at the date of commencement of the war and the market price:

of the same at the date of coming into force of the peace treaty.

Manner of Claiming Compensations

6. All claims for compensation shall be filed with the Japanese
government by the claimants through their réspective governments within.
(144)
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18 months from the date of the first coming into force of the peace treaty.

Special Property Compensation Commission

7. The appraisal of loss or damage and all other affairs relating to
the payment of compensations shall be in charge of a Special Property
Compensation Commission (name, tentative) to be set up in the Ministry
of Finance.

Manner of Compensation Payment

8. (1) The payment of compensations will begin after the expiration
of the period for compensation application, and will be paid in four annual
instalments of an equal sum and without interest. However, in case
the total amount of compensations to be paid exceeds 40,000 million yen,
the amounts to be paid to individual claimants will be reduced propor-
tionately so as to bring the total sum to 40,000 million yen.

(2) The compensations will be paid in the Yen currency. Remit-
tances abroad will be made according to the laws and regulations
governing foreign exchange.

(3) No taxes or other charges shall be levied on compensations.

(4) Payment of compensations involving no dispute will be under-
taken without awaiting the settlement of the cases where disputes exist.

Deductions from Compensation

9. The amounts of money under the following heads shall be deducted
from the compensation to be paid to a claimant.

(1) The amount withdrawn by the claimant from the Special Property
Administration Account fnnds.

(2) The amount corresponding to the sum paid out of the claimant’s
property, or the proceeds of the sale thereof, to pay the debt he owed
at the date of commencement of war.

(3) In the case where a restored property of a claimant had increased
in value, through profitable investment thereof by a person other than
the claimant, the amount correspondirig to such an increment of value.
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Settlement of Disputes

10. In the case where there exists an agreement with any of Allied
powers concerning the settlement of disputes arising in connecting with
compensations, disputes shall be settled in accordancc with such an
agreement.

Date of Enforcement

11. The present law shall come into effect on the day the peace
treaty comes into force for the first time.
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MEMORANDUM

Queries and preliminary comments in connection with the outline of
the proposed law relating to compensation for loss or damage of Allied
property in Japan:

1. Paragraph 1, General Provision. How much yen does the Japanese

Government estimate would be necessary to compensate (a) for damage
to property of Allied nationals which was not subject to the Enemy
Property Custody Law or to other special wartime measures, and (b) for
damage to property of each Allied government, as distinguished from
Allied individuals?

2. Paragraph 3, Definition of “ Property ”. Would compensation be

provided for foreign currency debts or for yen debts only? Under what
circumstances would compensation for debts be payable; for example,
would a creditor have to demonstrate inability to collect from a debtor?
What measure would be used to determine the amount of damage to or
loss of intangible property rights, such as patents and trademarks?

3. Paragraphs 4 and 8, Basis for Calculating Corhpensation and
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Manner of Compensation Payment. . Since damage is computed as of the
date of the coming into force of the peace treaty and since compensation

is to be paid in four annual installments, claimants are subjected to
possible loss from depreciation in the value of yen before their compen-
sation is received, and it is therefore suggested that compensation be
computed as of the date payment is made and that compensation be paid
in a lump sum. The total compensation required of Japan would in the
normal course be spread over several years, thus relieving the Japanese
Government of the burden of making excessive payments in any one
year. It was the understanding of the Dulles Mission that the Japanese
Government desired to omit from Section 8 the limitation ‘upon total
compensation of forty billion yen, and elimination of this limit would be
satisfactory to the United States Government.

4. Paragrapn 5, Sub-paragraph 2, Compensation for Ownership

the market prices of shares at the date of the commencement of the war
and at the date of.the coming into force of the peace treaty is considered
impracticable in view of the general rise in share prices as a consequence
of the decline in the purchasing power of the yen. It is recommended
that Sub-paragraph 2 be omitted.

5. Paragraph 6, Manner of Claiming Compensation. It is suggested
that claims be filed within 18 months from the date of the coming into
force of the peace treaty between Japan and the government of the
country of which the claimant is a national.

6. Paragraph 9, Sub-paragraph 3, Deductions from Compensation.

It is considered that a provision for deduction from compensation in cases
where property has increased in value through profitable investment is
impracticable and undesirable.

7. 1t is suggested that the Japanese Government undertake to pay
the expenses incurred in Japan by claimants in establishing claims,
including assessment of the amount of loss or damage. Under the
provisions of the Italian Peace Treaty, the Italian Government assumed
such expenses. ‘

8. Was there any property of Allied nationals on Japanese ships at
the time of the commencement of the war? If so, would compensation
be provided for the loss of such property?
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9. Would the successors in interest of Allied nationals be eligible
to receive compensation if they were of Allied nationality on specified
dates?

10. It is believed that the legislation should provide for furnishing
of documents required by the claimants.

11. The view of the Japanese Government is requested on the
desirability of providing in the legislation for the establishment of an
independent tribunal, which might be composed of nationals of neutral
countries, for the purpose of deciding disputes arising under the legislation.

It would be appreciated if the Japanese Government could comment
by June 1 on the above queries and preliminary observations.

Tokyo, May 28, 1951.
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The views of the Japanese government on your queries and observations
concerning the outline of our proposed “Law relating to Compensations
for the loss or Damage of Allied Property in Japan” are as follows.

1. Damage under (a).

It is not quite clear just what your query refers to here.

(1) If the query refers to the property excluded from compensation
under the latter half of General Provision of the Outline, we cannot
now estimate the amount because the Japanese government does not
possess the necessary data.

(2) If the query refers to the loss or damage of the property, which,
though it was not subject to special wartime measures, may become
entitled to compensation under the General Provision, the amount is
roughly estimated to be some ¥ 500 million.

Damage under (b).

As the property owned by Allied governments was placed in the
custody of the respective Protecting Powers, the Japanese government
has no records. It would be difficult to assess the amount of damage.

(148)
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The Allied embassies, legations and consulates were mostly rented
property. The buildings which were owned by Allied governments,
and which were burned down, are about 20 in number. In these
circumstances, the total amount of damage is estimated not to exceed
¥ 1,000 million.
Definition .of Property.

(1) Foreign currency bonds. It is the intention of the Japanese
government to take appropriate steps separately by consultation with
bond holders.

(2) Compensation will be provided for foreign currency debts as well
as for yen debts.

Debts to be compensated shall be limited to those which have
been liquidated under the Enemy Property Control Law or other
special wartime measures imposed upon Allied nationals. Compensa-
tion will be paid: in case of a yen debt, the same amount of the
debt in the yen currency; in the case of a foreign currency debt,
the amount of the debt converted into yen at the exchange rate
prevailing at the time of payment. With respect to such debts as
will not have been liquidated by the above measures, the creditor
should demand a settlement directly from the debtors. The Japanese
government will not assume responsibility for non-settlement due
to a decline in the paying capacity of the debtors.

(3) Intangible property rights.

(i) As regards the royalties to be paid by a person entitled to
a right of working by the contract in effect at the commencement
of the war, compensation will be paid as under 2 (2).

(ii) In the case of a patent, which the Japanese government under
special wartime measures had caused a person other than the pérson
having the right of working to use, the Japanese government will
pay a sum corresponding to the amount of royalties to be calculated
as being payable by the users on the basis of the royalties stipulated
in the contract existing at the time of the commencement of the
war (in the case where no contract existed, the royalties stipulated
in such contracts as existed for similar patents).
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(iii) In the case of a patent which was used within Japan after its
right had lapsed through non-payment of patent fee or expiration of
term, the government will pay a sum corresponding to the royalties,
as determined according to the method of calculation mentioned in
the preceding Paragraph, for the duration in which the patent right
would have normally continued after the date of lapse.

(iv) From compensation under the two preceding Paragraphs, there
will be deducted the sum corresponding to the diminution of the
patent value because of non-enjoyment of such benefits as the fur-
nishing of new technology as provided for in the original contract.

(v) Under the Industrial Property Postwar Disposition Ordinance
(Cabinet Order No. 309, 1949) enacted in accordance with SCAP
Memorandum concerning the restoration of the patent rights etc.
owned by Allied nationals, the Allied nationals have been given the
option either to extend term or to receive royalties or compensation.
Accordingly, those persons who chose term extension under the said
Ordinance will not be compensated.

As regards the trade marks which have lapsed through cancella-
tion by special wartime measure or expiration of term, in case a trade
mark was used within Japan after its cancellation or lapse, the
Japanese government will pay compensation for the loss suffered by
its Allied owner (a sum corresponding to the benefits derived from
its use; and, in case the reputation of the trade mark has suffered
through the use, the necessary expenses for the restoration of the
reputation to the condition as at the time of the commencement of
the war).

Basis : for Calculating Compensation and Manner of Compensation

Payment.

(1) It is according to your Draft Memorandum that we have provided
that damage shall be computed as of the date of the coming into
force of the peace treaty. We have no objection to computation
being made as of the date of payment in conformance to your present
suggestion and also to the precedent set by the Italian Peace Treaty.
(2) We have no objection to a lump sum payment. But in order
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to avoid the possible danger of being obliged to pay excessive sums
in one year, it is desired to provide for a maximum total sum of
payment within a fiscal year to be set at ¥ 10,000 million or there-
about.
(3) If necessary for achieving an early peace, we would not be
averse to omitting the ceiling of ¥ 40,000 million. But in that case,
Japan would be shouldering 100 per cent of compensation obligation,
which means a harsher term than has been imposed upon Italy.
It is desired to be allowed that a provision be inserted, limiting the
Japanese compensation to two-thirds of the damage.

Compensation for Ownership Interests.

(1) In view of the complexity of calculation involved in method of
computing losses under sub-paragraph 1 of Paragraph 5 (we under-
stand that Italy is encountering enormous difficulties in this respect),
and also the excessive amounts of money and time required for
investigating all of the vast assets of large corporations in order to
compensate small shareholders, it is considered beneficial to both
Japanese government and Allied shareholders -to adopt a simple
procedure for compensation. We hope there will be left room for
applying the formula given in Sub-paragraph 2.

(2) Even if compensation for ownership interests is computed
according to Sub-paragraph 1, the fact should be noted that most
compénies after having cut down capital on the basis of war losses,
have supplemented their assets by capital increase, while not a few
are argumenting their assets through good management. It is thought
proper to compute the amount of damage by deducting from the war
damage of a company such assets added as mentioned above.

M_anner of Claiming Compensation.

No objection to the suggestion. A new wording of Paragraph 6
of the Outline will be as follows:

“ All claims shall be filed with the Japanese government within
18 months from the date of the coming into force of the peace treaty

between Japan and the government of the country of which the
claimant is a national ”
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6.

10.

11.

Deductions from Compensation.

This Sub-paragraph provides for such cases as for instance, where
an Allied national owns two houses, of which one remains damaged
and calls for compensation, but the other has been so thoroughly
repaired and renovated by Japanese that its value is greater than
at the time of the commencement of the war. In such a case it
would seem a matter of simple equity that the amount of increased
value on the latter. house should be deducted from the compensation
to be paid for the former. Reconsideration is requested.

Our draft stands on the principle that assessment of loss or damage
shall be made by a Special Property Compensation Commission.
Accordingly, it is desired that the bill be limited to providing that
the reasonable expenses incurred in Japan by claimants in establishing
claims shall be borne by the Japanese government.

Compensation will be paid for damage on Allied cargoes which were
on board Japanese vessels at the commencement of the war, and
which were shipped back to Japan (Japan as defined in Paragraph 1
of the Outline).

The successors in interest of Allied nationals at the commencement
of war will be eligible to receive compensation if the successors are
of Allied nationality at the date of the coming into force of the
peace treaty.

Documents required by a claimant in preparing and establishing claims
will be provided free of charge, if requested through the government
of the country to which he belongs.

It would be unconstitutional to set up an independent tribunal by
domestic legislation (Article 76, Japanese Constitution). Paragraph 10
of the Outline envisages the conclusion of agreements with individual
Allied power concerned with a view to establishing a mixed Commis-
sion composed of Allied, Japanese and neutral nationals, and whose
findings will be final.

Tokyo, May 31, 1951.
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MEMORANDUM

Following are comments on Japanese Government’s outline of a pro-
posed ““Law relating to Compensations for the Loss or Damage of Allied
Property in Japan”, as modified and expanded in its memorandum of
May 31, 1951:

1. Since the Japanese Government is undertaking to compensate
only for losses in respect to sequestered property, it is believed
unnecessary for the owner to demonstrate that loss occurred “as
a result of the war”. It is suggested that the phrase “as a result
of the war” be eliminated as one of the conditions of compensation,
or that the phrase be defined to include loss from natural causes
against which the owner could have insured himself and loss resulting
from the failure of persons in possession of the property to take
proper care.

2. “ Allied nationals ” should be defined to include corporations
or associations wherever incorporated in which Allied Powers held
the entire capital, apart from qualifying shares, at the commencement
of the war.

3. In regard to compensation for ownership interests, the use
of the difference between pre-war and curreat prices of shares of
stock as the measure of compensation for shareholders is not accept-
able in view of the general rise of the prices of shares as a conse-
quence of the decline in the purchasing power of the yen.

4. Limitation upon total compensation or the fixing of compen-
sation at anything less than the full extent of the damage is not
acceptable.

5. Deduction from compensation for physical improvement made
to damaged property is acceptable, but deduction from compensation
for one piece of property based on improvement of a second piece
of prbperty owned by the same claimant is not acceptable.

It would be appreciated if the Japanese Government, having the
foregoing comments in mind, could be prepared to submit a complete
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text of the proposed legislation for consideration by Minister Allison,
who is expected to arrive in Tokyo on June 24, 1951.

Tokyo, June 19, 1951.
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Allied Powers Property Compensation Law

Chapter I General Provisions

(Purpose)
Article 1. The purpose of this Law is to compensate, following the
restoration of peace with the Allied Powers, for the damage suffered as:
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a result of the war by the property owned in Japan by the Allied Pow-
ers and their nationals.

(Definitions)

Article 2. In this Law, “ the Allied Powers” means the states which
were at war or in a state of belligerency with Japan and which become
parties to the Peace Treaty with Japan.

2. In this Law, “ Allied nationals” means the following :

(1) Individual persons of Allied nationality ;

(2) Corporations and other associations established under the laws
and orders of any of the Allied Powers;

(3) In addition to those mentioned in the preceding item, those
corporations and other associations in which the individuals or corporations
or associations mentioned in the preceding two items hold the whole
stock or capital investments. ’

3. In this Law, “ Japan ” means Honshu, Hokkaido, Shikoku, Kyushu,
and other territory, over which the sovereignty of Japan is restored by
virtue of the Peace Treaty.

4. In this Law, “ the war-time special measures

”

means the meas-
ures toward the enemy, including the application of the Enemy Property
Custody Law (Law No. 99 of 1941—-abolished), which were adopted by
way of exercise of official authority by the Japanese Government or its
agencies, such as the apprehension, internment, or detention, of individual
persons of Allied nationality, the disposal or sale of the property of
Allied nationals, etc.

5. In this Law, “ property ” means movable or immovable property,
the rights on such property, patents, trade marks, debts, shares, and
other property rights and interests of a similar nature.

(Principles of Compensation)

Article 3. If the property owned in Japan by the Allied Powers or
their nationals at the time of the commencement of the war has suffered
damage as a result of the war, the Japanese Government shall compen-
sate for such damage, provided that such Allied nationals shall have
been subjected to the war-time special measures.

2. In cases where a claim for restitution has not been filed for a
piece of property in a state capable of restitution within the term fixed
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in the Peace Treaty, no compensation shall be made for its loss or dam-
age, provided, however, that this shall not apply to cases where this.
failure in filing a claim is deemed by the Japanese Government as due
to unavoidable circumstances.

3. The individual persons who may claim the compensation men-
tioned in the preceding paragraph shall be those persons who had and
shall have the status of Allied nationals at the time of the commence-
ment of the war and at the time of the coming into force of the Peace
Treaty.

4. In cases where the successors in interest of Allied nationals are
Allied nationals at the time of the coming into force of the Peace Treaty,
they may claim the compensation mentioned in paragraph 1.

(Scope of Damage and Location of Property)

Article 4. The damage suffered as a result of the war mentioned
in the preceding Article shall be the damage listed in the following items:

(1) Damage caused by acts of hostility ;

(2) Damage caused by the war-time special measures or other
measures of the Japanese Government and its agencies;

(3) Damage on account of the administrator or possessor of the
property concerned having neglected the good administrator’s care ;

(4) Damage suffered owing to the inability of Allied nationals
concerned to take preservative measures for the property concerned.

2. Whether a piece of property was in Japan shall be determined
by Cabinet Order for the