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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 pur-
pose 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 NATIONALS
PROPERTY

A, Total Value of Damege

I Tangible ProPerty ..cecieeeeereerennceerisenieseeeniresssseenssonnenes 3¥ 6,100,000,000
II Investments ............ Ranging from ¥ 6,000,000,000
to 3%10,000,000,000
III Liabilities in Foreign Currencies ....ceeceeeeveveerevvereensenses 3 200,000,000
IV Others ciievieuiieneiiererinieceriocesecrnseniesserrnssessssesassesssnssonnsen 3£ 1,000,000,000
Total Ranging from 3:13,300,000,000
to 3¢17,300,000,000
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(Remarks)

Above figures indicate the value of damage caused to those Allied — 58 ﬁi
nationals’ property which came under the Enemy Property Custody Law— = ,L; g g S
by which all the property owned or controlled by nationals of the United g %;‘; “% g = :‘ &
States, the United Kingdom and the Netherlands were actually placed under = .gaa g f
custody..or to such property of Allied nationals other than of the above & 8a
three as were treated discriminately because they belonged to Allied o
nationals. However, it being practically impossible to investigate and §; &‘3%
estimate the damage on Allied nationals’ property which were not treated ¥ S 35 &i

B
discriminately (for instance, property of French or Chinese nationals), such :2 o] Ea a
damage are not included here. =R 28 %3
Fafyca] g g = PEEE
gh '..‘:»-(-v',_\ E
&g | A8 | ~
B. Brief Explanation By Item &g

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

Estimated Current
Value of Damage
1 million yen
1,291
4,316
5,607

movables such as furniture, utemsils, machines, merchandise, detuined B
. s = =)
cargoes etec. suffered from. Damage to land are deemed to be negligible Q ~
and are not considered here. E ©
. )
This damage may be broken down as follows: . %o N o
g g% NE I
28 | Ax
= g _
258
]
55|28 |8
2128 |2
%2182 (5843
516) I8 R =
& o 2 < 5o
Y .§ ‘_( E
Ay ] S
> | B [
2
§ .
ey
s | B8
A O &
Vo | B
(]
ST | he N
BE2 | o 8§ &
Q8 | S of 15 O
325|558 8
S0 Ll
mEE
o 8
B &
S 2w
= .87 8
i~} > O
29 3 -
=5
@ =
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(a) These property are only such as were owned or controlled by nationals
of the United States including the Philippines, the United Kingdom includ-
ing 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 countries. 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) These property of Allied nationals which are decided by the Supreme
Commander as having been wrongfully transferred by the Japanese Govern-
ment 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 formarly owned by Allied nationals.
(¢) Computed from the figures appearing in custodial inventories sub-
mitted by enamy property custodians. Slight changes may occur after the
present investigation on each individual item is complated.
(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 value 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.

(e) The rate on buildings was obtained from the damage rate revealed by
the investigation conducted on each building of Allied national’s property
while that of movables is based on estimation.

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

Nationality  Total of Original  Total of Damaged  Damage Rate

Area in “ Tsubo ” Area in “Tsubo ”
U.S.A. 60,446 23,287 38%
UK 75.269 20,709 282
Canada 5,716 1,241 22%
Philippines 106 — —
Netherlands 399 78 20%
France 540 452 85%
Others 976 109 11%
Total 143,452 45,876 322
(244)
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& 1
Property of juridical persons established by joint investment of na-
tionals of U.S., U.K. and the Netherlands.

(f) Obtained by multiplying the Estimated Intact Current Value by the
Damage Rate.

(g) The ratic of the damage on the property in this column to that in the
foregoing column is estimated about 2% on buildings and about 109 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 109%
respectively.

(h) Of the total of the estimated current value of damage, it is estimated‘
that about 409 is occupied by the damage suffered by the Standard Vacuum
Qil 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 enter-
prise may differ from that at the time of the outbreak of the war. Further-
more, the fluetuation in the price of commodities must also be taken into
account. The 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 index 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 1009 Allied invested enterprises, and to
the reserch 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 been expected
but for their wartime disposal by sale, is not considered in this item.

IIT Loss to Liabilities in Foreign Currencies

The seaming 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

(245)
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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 Yen Current Corresponding Value

Liabilities {Conversion Rate) in Yen (Conversion Rate)
$ 391,813 31,665,900 (3¢ 4.25) 3£141,052,683 (£ 360)
£ 22,127 ¥ 374,289 (3¢16.84) 3¢ 22,304,652 (3¢1,008)

2,091 Rupees ¥ 2,686 (¥1.286) ¥ 158,244 (3£75.70)

32,042,875 (Y) 3£163,515,580 (Y)

rencies 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 Administration 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 national’s 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 stafement 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.

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 disponed of as a part of payment for foreign currency bonds, is omitted
from the present report.

(246)
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IV Others

The amount of money which might have been expected as profit of
returns (dividend, rent, interest etc.,) accuring from Allied industrial pro-
perty rights which have not been restored by post-war measures and from
Allied nationals’ property which were disposed. of by enemy property cust-
odians is enumerated here. Therefore, this sum is computed only as per the
period after the property were disposed of. Such damage 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 with-
drawn therefrom.

C. Conclusion

The total value of damage, however, may best be estimated by increas-
ing the figures enumerated at the beginning of this report by 50 to 70%,
that is, ¥19,990,000,000 to ¥29,410,000,000, in view of the following facts:
a. the rate of damage to tangible property and to Allied invested companies,
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.
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Tokyo, May 3, 1951
MEMORANDUM FOR MINISTER OF FINANCE HAYATO IKEDA:

This is with reference to the reported decision to present to the Diet a
bill which would authorize revalidation of certain categories of foreign
currency bonds.

The United States Government considers that voluntary and expeditions
action by the Japanese Government to revalidate certain categories of foreign
currency bonds (including bonds owned or held in pledge by United Nations
natural persons, United Nations juridical entities and TUnited Nations
branches of Japanese juridical entities) which were converted to yen obliga-
tions would reflect favorably on Japanese international credit standing and
assist in removing obstacles to the resumption of normal Japanese economic
activity abroad.

This representation, except for bonds owned by United Nations natural
persons where the conversion was presumably an unintentional impairment
of their rights, is based upon the protection of interests of United Nations
creditors of the institutions in question.

It may be noted that while the Attorney General of the United States
under United States law is required to take all proper steps to realize assets
seized by him, there has been no decision of United States policy with respect
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to the prosecution of claims against Japanese debtors and claims to property
in Japan arising out of the vesting of assets located in the United States.

You may wish to convey the above representation to. Prime Minister
Yoshida.

W.W. Diehl
Financial Attache

B2 64254188
X B K E
BRAMT 4 —VHBE B
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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 satis-
factory form, with the provision that it shall be operative as regards na-
tionals 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 legislation embodied in
Diet Law Number . We do not now believe that it will be suffi-

cient for the right to compensation to rest merely upon the promise of future
domestic legislation.

AREOFRFHIRER (B1 5% L, bhbhutv ¥k, AX, MET
NREYCHHELRTE TS BRIEREECRIRT A Z EAMBETHA 5 LELB, &
DI, EEERCELT, BFEZ0EAED £ « DB TPMENN R IR 4L Ul
ZTRENDEN D, COEENERINBEVIRAEL I LDETE, ZOHAR
&R TR, ERE BeHEIhic BAOBNER f£oTiThhs
. B BETH D LNTED L EXB, bhbiut, BEYSH 5oL
T FEROBEMILEOHRDZCRA LD L EREANTH S LI1XES2BE Ty

(255)

— 267 —



fHgw 4

Fgg 4 19514E5 A5 AMESHORRC VTS5 A
10 B fh 23 OEZE

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 provisional
peace treaty draft to the effect that it will be necessary for Japan actually
to adopt domestic legislation to cover Yen compensation in a satisfactory
form so that the treaty could provide that “compensation will be made in
accordance with Japanese domestic legislation embodied in Diet Law
Number i

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 neces-
sary 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
My. 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 Outline)

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.
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(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 also at the date
of coming into force of the peace treaty.

(8) 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 commence-
ment 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 com-
mencement 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 govern-
ment by the claimants through their respective governments within 18
months from the date of the first coming into force of the peace treaty.
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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 Com-
pensation 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 an-
nual 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 proportionately
so as to bring the total sum to 40,000 million yen.

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

(8) No taxes or ohter charges shall be levied on compensations.

(4) Payment of compensations involving no dispute will be undertaken
without awaiting the setllement 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 funds.

(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.

(8) 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 corresponding to such an increment of value.

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 accordance with such an agree-
ment.
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Date of Enforcement

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

FEf2 64£5818H
e A B A ERE D BAL BB T 5 MIEEER
e A

1. BAERUEAEAN BEREAS (FREHC X b AAEOTES. BESHSH

) PeELTORMEN REOBRBAIHA L LeBlBsEEL, BFE
BT 5o BL, BUEERELOH—RcEAEE AEACRE Dk
AL A BEOBR L ZT oot BC BT 2 WECET 2 BEIZORD Tivy,
' &
2. BAELWY, BAEIRS L ENR RS o BT PFRGHNOMEREL 7%
BEEWI,
2 EAEALRHEAHOEREYETH ENIESECEACENTRIULIRITEA
Do g THOCERER UMD B HRERC S TEOREELETS
HEx o
3 BB RVCCHEAEXREABANEROLEYHEL W taHRO Chic
BB BEALOMoMER, BEEAELRLT,
3. MEL . BiEE. TEE, thboboo EoF, EdEMEkE, & &R B
B L BRI Do d b5 MEER I,
BEEORERLYE

4. BRI, UBMESRPOBRBENIBRBL HHENC R T, TOMELH

WREFOIREE & FR O R BT 5 e B SH (FOMENRELTVD L EiL
O MEY FRENOB IR ERC S WTEWAK B CHEREH) LT%,
R, HESCET 5 HE
5. HAEATRVCEHENIE SRR ET 2 EALO oK GIF T&i%E) LV )0
THOTREDRERAF P H 5 HEO WAL BB LoTHEEL Folbork
L, BB HERXEEITE LTV ESEAO B, MiHERXT 5, c0RE
B, YBEHENFEoBERN LT, FOEFEANT ORLEC I\ CHER
(260)

— 272 —

& 5
EHELTWE AN EBEIN 20LHEORERC RLCETS L B—o kR LT
%,
2 BoBRRESEAOCBEAOEEC Y > TR, FOHEAEABRBTETE LT
W72 B O BABRAIC 3513 2 R IIHEAR & S50 Bk O T MAAFE o0 B 313 5 ST
BEoxERLY, TORIAL AT ENTED,
Ciill otoF - ok
6. MELOFERL, BREOETSEOBNEET, PREHWIBICH A R4EL
FeH2 B 1 8 » AP, BABRRCEE LAT bt
BHRMEBEERS
7. REFOEEMUCBIT I, KRECBI A SHMEREERS ()
EENTIT5,
il Colab Wk
8. MEEOZIE, FHRMBOMT LB Sn, BHFCHEERED 4 5 ERT
mdNBo HL, TIINEWUFEOKREN 4 EEEX 2% & 213, BRBECLH
HhHEHEE, TOREN 4FRAL LS X3 CHBHBE SR B L0 L T2,
2 @WiHeRARTXIbh, LONERRSIC OV EAR BT 5 ke
53D 8T 5,
3 MWELwoVwTiR, BREOMOMBLIER LRI,
4 BFoRCHEET I, o B BT B0 mB e ST, Miash
%o
MES L D OB
9. E0FBE/F DB, BRBCTHOIS BESED, DERT B L0 LT3,
1) S-P:rAa/coBEL&ETEARANIIELESH |
@ BIBRESRARADTWRESE T, HRELOEAEANE LTV HEL
L DRTRELE X VREIRI SO YT 5 &85
B) BRESKIHEIPRMLOMELYE LTV EEAEAUND E X 5 HRED
BT X DEEFCI\THEIEL D L BEOMINE LTV5 & 13, 20 HED
B ST 58
(261)

— 273 —



@ 5~6
Weomn
10. B oOVWTE L EHFOBRL OV THEAEEL OB BEL D B HEXLOBE
DEDDEZHR L Do
BT 8 B
11. BT B P REONR R IeRET B A LT 20

5 6 1951E58 4RO F v AREOEF» L5 A
2] BEREAEMERE BEMRLHC WD
REfE

195145482 1AFEMNE
1. 5A14BFEMAVYISETL VAR HEBECOWUREORBLA L. &
VAR DEEMEREMYRTS 0V VWEERD D LEERD Vo FRARET
EEFENTo
2. FHEHOMC, TVoF TRBEERBEMYRETSL) LEWT S LFRL
x0T, BB, KREFEBLEL EEONHEHTFMRRCERLTLD S,
Tk, HBr—SBEABERS—CERBEET, 210 (AR cE@LR—ETA
X EREETHERITE Lo MRESVTHBERREMIFHEY LTKRR
BRBEIED ZERIT AL
3. 14HGFHOBILIN, AR EY FBETEIR, AV ABRERSTH
Ho 2 | HPCERARHTNE L ¥ ES, 208, THYVEONREEFRS
%o
4. HEMc BT s ERERL, HERcPE, —16FRC17E—1 THFRENRE
ERTRIERKEY B, AERYL 1, 20BER2MA T, KEKEORDLEIC
EEELRD O
5. 1 8AEHAEET, RECEMERBEL, 2 1AEAERTI ZEOVTE
ER g Y
3 TERMoAmL. BD TN THIEL Ty Lv) LB, Tehicik
BORESIDp, LEST, TEH, MATHRILELY LD L. BEFHA
BIFTHBEL o RERHALLFE L EIMBoPL FTEMEh,
(262)

— 274 —

i 6~7
6. EMEXL2 1FEENAOR Y FEEER & S,

M8E 7 1951455 28 By FAEES bSEL b
PR B B kA

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 38, 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 Compensation and

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 compensation 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 Sec-
tion 8 the limitation upon total compensation of forty billion yen, and elimina-
tion of this limit would be satisfactory to the United States Government.

4. Paragraph 5, Sub-paragraph 2, Compensation for Ownership Inter-

ests. The method of computing losses of shareholders by comparing 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 impractic-
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able 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 8, 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 impractic-
able and undesirable.

7. It 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
Ttalian 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 pro-
vided for the loss of such property?

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.

(264)

— 276 —

e 8

Damage under (a).

¥t 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) 1If 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.
The Allied embasies, legations and consulates were mostly rented pro-
perty. The buildings which were owned by Allied governments, and
which were burned down, are about 20 in number. In these circum-
stances, the total amount of damage is estimated not to execeed ¥1,000
million.

Definition of Property.

(1) TForeign currency bonds. It is the intention of the Japanese gov-
ernment 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 limitted to those which have been
liquidated under the Enemy Property Control Law or other specialiwarm
time measures imposed upon Allied nationals. Compensation 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..
(8) Intangible property rights.

A. DPatents.
(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,.
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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 person
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 contracts existed, the royalties stipulated in such contracts
as existed for similar patents).

(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 rayalties, 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 furnishing of
new technology as provided for in the original contract.

(v) TUnder the Industrial Property Postwar Disposition Ordinance
(Cabinet Order No. 809, 1949) enacted in accordance with SCAP Memo-
randum 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.

B. Trade Marks.

As regards the trade marks which have lapsed through cancellation
by special wartime measure or expiration of term, in case a trade mark
was used within Japan after its cancellation or lapse, the Japanese gov-
ernment 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 neces-
sary 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 Pay-
ment.

(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
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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 to
avoid the possiblé 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 thereabouts.
(8) If necessary for achieving an early peace, we would not be averse
to emitting 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.

(1) In view of the complexity of calculation involved in method of
computing losses under sub-paragraph 1 of Paragraph 5 (we understand
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 owner-ship interests is computed accord-
ing to sub-paragraph 1, the fact should be noted that most companies
after having cut down capital on the basis of war losses, have
supplemented their assets by capital increase, while not a few are
augumenting 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 menticned above.
Manner 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 bet-
ween Japan and the government of the country of which the claimant is
a national”.

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
rencovated by Japanese that its value is greater than at the time of the
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commencement of the war. In such a case it would seem a matter of
simple equity that the amount of inereased value on the latter house
should be deducted from the compensation to be paid for the former.
Reconsideration is reguested.

7. OQur draft stands on the principle that assessment of loss or damage
shall be made by a Special Property Compensation Commission. Ac-
cordingly, it is desired that the bill be limited to providing that the
reasonable expemses incurred in Japan by claimants in establishing
claims shall be borne by hte Japanese government.

8. 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).

9. 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.

10. 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.

11. It would be unconstitutional to set up an independent tribunal by domes-

tic 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 Commission com-
posed of Allied, Japanese and meutral nationals, and whose findings will
be final.

Tokyo, May 31, 1951.
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Remarks of Government of Union of Soviet Socialist Republics on Matter
of United States of America Draft Peace Treaty with Japan.

“Government of Union of Soviet Socialist Republics received March 29,
1951 from Government United States of America Draft of Peace Treaty with
Japan. In this connecticn, Soviet Government considers it necessary make
following remarks:

“In spite of fact that more than five years have already passed since
time of termination of war with Japan, question of peaceful settlement for
Japan remains unresolved. Such situation has been created, first of all, as
result of position taken by Government of United States of America which
under various pretexts has postponed mnot only conclusion but very prepara-
tion of peace treaty. In this connection, Government of United States of
America has repeatedly rejected proposal of Soviet Government for prepara-
tion of peace treaty with Japan jointly with other governments, as envisaged
by appropriate international agreements. As result of this, the occupation
of Japan by foreign troops has impermissibly dragged on.

“1. The remarks of Soviet Government concern first of all the incorrect.
preparation of peace treaty with Japan.

“In memo accompanying Americaan Draft of peace treaty with Japan,
Government of United States of America declares that draft referred was
drawn up after an exchange of opinions between representatives of Govern-
ment of United States of America and representatives of governments of
several other states, including, Soviet Union. It should be noted that latter
is not true, since Soviet Government as early as beginning of March this.
year published statement concerning its refusal to carry on separate negotia-
tions with representatives of United States of America with regard to prep-
aration of peace treaty with Japan. In this connection Soviet Government
proceeded from position that preparation of peace treaty with Japan cannot
be affair of any one government or of query conducted by it of opinions.
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of other interested governments, but should be joint affair of all these
governments as is envisaged by the appropriate international agreements.
Nevertheless, Government of United States of America did not desist from
preparing separately a peace treaty with Japan, desiring to arrogate this
right exclusively to itself, which is violation of obligations undertaken by it
with respect to preparation of peace treaty with Japan jointly with Union of
‘Soviet Socialist Republics, China or Great Britain, with participation of other
interested states.

“In conformity with Potsdam Agreement of August 2, 1945, Council of
Foreign Ministers of five po«we-rs-United States of America, China, Union of
‘Soviet Socialist Republics, Great Britain and France-was instituted, in which
connection it was directly stated in Potsdam agreement that Council of
Foreign Ministers was being created, in first instance, for ‘work on peaceful
settlement’ and that drawing up corresponding peace treaties ‘the council
would first of members representing those states which have signed terms of
capitulation dictated to that enemy state which given task concerns’. In
conformity with this, peace treaties with Italy, Rumania, Hungary, Bulgaria
and Finland were prepared and concluded. That drawing up of peace treaty
with Japan has been laid upon United States of America, Union of Soviet
Socialist Republics, China and Great Britain, who, as is known, signed
Japanese Surrender Document, also flows from Potsdam Agreement referred
to. As early as 1947 Soviet Government proposed calling of special session
of Council of Foreign Ministers composed of the representatives of China,
the United States of America, Union Soviet Socialist Republics and Great
Britain in order to embark upon preparation of peace treaty with Japan. In
this connection, it was envisaged that all states who participated with their
armed forces in war with Japan would be drawn into preparatory work for
drawing up peace treaty with Japan. But this proposal as well as other
repeatedly renewed afforts of Soviet Government directed toward hastening
conclusion of peace treaty with Japan have provided no positive results since
Government of United States of America ignores necessity of calling Council
of Foreign Ministers for preparation of peace treaty with Japan as well as
calling peace conference for consideration of this treaty.

“Soviet Government considers it necessary to mention particularly the
impermissibility of excluding China from preparation of the peace treaty with
Japan. It is known that China was subjected during the course of many
years to cruel aggression on part of militaristic Japan. It is natural there-
fore that the Government of the Chinese People’s Republic being the only
legal representative of Chinese People has special interest in preparations
of peace treaty with Japan and in the establishment of lasting peace in the
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Far East. It is perfectly obvious that without participation of the Chinese
People’s Republic in the work of preparing a peace treaty with Japan a real
peace settlement in the Far East is not possible.

“From this it is seen that the Government of the United States is
endeavoring to exclude the Union of Soviet Socialist Republics, Chinese
People’s Republic and other countries from preparation of peace treaty with
Japan and to take this matter exclusively into its own hands in order unilater-
ally to impose upon Japan through procedure of dictating conditions of this
treaty satisfactory to Government ‘of United States of America, utilizing for
this purpose dependence of present Government of Japan upon American oc-
cupation authorities.

“2. Remarks of the Soviet Government concern, secondly, fact that
American Draft Peace Treaty with Japan contains, from the point of view
of substance of matter, several incorrect contentions incompatible with ex-
isting agreements between powers.

“In such known international Documents as Cairo Declaration of 1948,
Potsdam Declaration of 1945 and Yalta Agreement of 1945, Governments of
the United States of America, Great Britain, China and Union of Soviet
Socialist Republics toock upon themselves definite obligations with relation to
future peace treaty with Japan.

“In these documents territorial borders of Japan were defined and it
was pointed out that there should exist in Japan ‘peacefully disposed and
responsible government in conformity with freely expressed will of Japanese
People’, after which occupaticn troops should be withdrawn from Japan.

“In these documents, as well as in subsequent agreements between powers,
it is stated that there should in Japan ‘be eliminated all obstacles to resurrec-
tion and strengthening of democratic tendencies among Japanese People’ and
that broad. possibilities for development of peaceful economy of the country
should be opened up. Along with this it is stated there that it is necessary
to finish with power and influence of militarists and accomplish the demi-
litarization of Japan.

“American Draft Peace Treaty with Japan ignores in one degree or
another these obligations of powers which flow from the documents referred
to above.

“First of all, this must be said of territorial questions.

“For example, in the Cairo Declaration of 1943 it is directly stated that
the island of Taiwan and the Pescadores Islands should be returned to China.v
In the American draft it is stated only that Japan renounces all rights to
Taiwan and Pescadores Islands but nothing is said regarding transfer of
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Taiwan and Pescadores Islands to China. From this the conclusion can he
made that draft leaves present situation with Taiwan and Pescadores Islands
which have actually been torn away from China, without change, in violation
of Cairo agreement concerning return of these Islands to China .

“American Draft envisages, further, taking out from under sovereignty
of Japan the Ryukyu, Bonin, Rozario, Volcano, Pares Vela and Marcus Islands
and transferring them under administration of United States of America
under pretext of establishing trusteeship over them allegedly on the part of
the United Nations. Inasmuch, however, as wresting away from the Japanese
of the Islands named is envisaged neither by agreement between powers nor
by the decision of the United Nations in the person of the Security Council
such wresting away has no justification.

“Those deviations from international agreements mentioned above which
are contained in the American Draft Peace Treaty with Japan on military
matters possess even greater significance. It suffices to say that the American
Draft not only does not contain guarantee against restoration of Japanese
militarism but in general sets forth no limitation with relation to the size of
the Armed Forces of Japan.

“It is known that in peace treaty with Italy, which together with Japan
was one of primary aggressors in Second World War, precise limitations on
proportions of Italian Army, the number of Naval Fleet Personnel and also
the size of the Air Forces are contained. Meanwhile, no limitations on the
Armed Forces of Japan are contained in the American Draft. Thus Japan
is placed in privileged position in comparison with Italy although there
is no basis for this. From this it is seen that Japan itself will decide
the matter of size of its Armed Forces for so called ‘self defense’. The
Soviet Government considers that this is tantamount to allowing Japan to
restore militarism. It is understood that such a position can in no way be
reconciled with known agreements of powers concerning demilitarization of
Japan,

“Likewise the fact cannot be passed over that American Draft does not
establish any period for withdrawal of occupation troops from Japan and is
directly designed to leave American Occupation Troops and military bases in
Japan even after conclusion of the peace treaty. Consequently, even after
that ‘Peaceful settlement’ which the United States is preparing for Japan,
military occupation of Japan will not be discontinued and United States of
America will remain the real master in Japan.

“As is known, in peace treaty with Italy withdrawal of occupation troops
from Italy was envisaged within three months period after conclusion of peace.
Thus Japan falls into worse position in comparison with Italy and the United
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States of America receives unlimited right to continue occupation of Japan
after the signing of peace with Japan for an unlimited period. It is under-
stood that all this can in no way be reconciled with the Potsdam Declaration
of 1945.

“It is necessary to add to this that already at the present time the
Government of the United Staes of America is utilizing occupation of Japan
by American Troops for other purposes than were agreed between the states
signing the Japanese Surrender Document. American occupation troops
located on Japanese territory are utilizing territory of Japan, its material
and human resources for armed intervention in Korea which is incompatible
with international agreements according American Troops the right of oc-
cupation in Japan only for the purposes of carrying out measures for demi-
litarization and democratization of Japan.

“Finally, the American Draft ignores the necessity of removing limita-
tions with respect to the free development of peaceful economy of Japan. It
is understood that without development of peaceful economy of country and
without existence of normal trade with other countries it is not possible to
create reliable basis for economic up source of Japan and growth in welfare
of Japanese people.

“The Soviet Government also has other remarks on draff of the treaty
which it intends to set forth at a meseting of interested powers.

“8. The Soviet Government, constantly insisting on speedy conclusion
of peace with Japan, considers that the peace treaty should be drawn up on
the basis of international agreements which were concluded between powers
during the period of the Second World War and preparation of the draft
treaty should be carried on jointly by representatives of the United States of
America, Chinese People’s Republic, Union of Soviet Socialist Republics and
Great Britain with all member states of the Far East Command being drawn
into the matter.

“In conformity with this, the Soviet Government proposes:

“1. To call in June or July of 1951 session of Council of Ministers of
Foreign Affairs composed of representatives of the United States of America,
China, Great Britain and the Union of Soviet Socialist Republics in order to
embark upon preparation of a peace treaty with Japan having in view bring-
ing into preparatory work for drawing up peace treaty with Japan representa-
tives of all states participating with their armed forces in war with Japan in
order that draft of peace treaty may be submitted for consideration of peace
conference.

“2. To conduct drawing up of peace treaty with Japan on basis of the
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Cairo Declaration, Potsdam Declaration and Yalta Agreement governed by
the following basis aims:

“(A) Japan should become a peace-loving, democratic, independent
state;

“(B) Democratic rights should be guaranteed to population of Japan
and existence of such organizations be they political, military or of military
character whose purpose is to deprive people of their democratic rights, as
was envisaged in the peace treaty with Italy, should not be allowed;

“(C) As guarantee against revival of Japanese militarism limitations
should be established in the treaty on the size of Japan’s Armed Forces in
order that they may not exceed requirements of self-defense, as was est-
ablished in peace treaty with Italy;

“(D) No limitations in the matter of development of her peaceful
economy be laid on Japan.

“(BE) All limitations with respect to trade of Japan with other states
be removed.

“3, To provide in treaty that Japan will not enter any coalition directed
against any of the states taking part with its armed forces in war against
militaristic Japan.

“4, To specify precisely in the treaty that after conclusion of the peace
ireaty with Japan all occupaticn troops will be withdrawn from Japanese
Territory in the course of not more than one year and no foreign state will
have troops or military bases in Japan.

“5. .To agree that the states signing the peace treaty with Japan will
support entry of Japan into the United Nations.”

fT## 10 SFEARME—FEE
1. 19514E5 B I8 A4 28 — A4 PAE ARTBCHEOBEL TORX
SECRET

A. Signature by Communist Regime.
B. Signature by National Government, either
1. comcurrently and at same ceremony with other Allied Powers;
2. concurrent signature of counterpart at separate ceretnony not
attended by other signers; or
3. subsequent signing or adhesion as arranged between Japanese and
National Government.

C. Deferment of any signing on behalf of China until governmental
situation clarified.
D. Any other course that may be suggested.
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. . A. We do not like signature by Communist regime.
B, =0 MEuk\ 5 22k, RELERBFE AREERL, 20 6BEFIL,
- #A ’ R 2 ° R B. We consider it desirable to have the Chinese Nationalist government
RENREMED & 5 nFHRHEO - B FMENOREIIET SN D T &1k, i sign concurrently and at the same ceremony with other Allied Powers.
WATES, 1ALREL 1EETLEHL OEEFMBFRRA D VDR RO The Japanése Government is interested in seeing the strengthening of

the Nationalist Government as a. member of the free world.

HHEVET Y, BEoTRB LT, RETHE . -
ThB 5 % TS WRT~& 2o Because of our fervent desire for an early majority peace we would be much

4 f#oT, FHHELTBOZRn3D5%, Eh2LALLHEWS ZEmitd, 21 disappointed if the signing of the treaty were to be delayed on account of a
KREEDBELPRMENY B4TL L AECRUSF A EREF L IECRANE procedural question. Accordingly, apart from our position stated above, we

would not object to deferment, of any signing on behalf of China until govern-
mental situation is clarified, if it should prove difficult to obtain a swift agree-
FERTRWA, T2V 3 B, BT5E 2, — OO BLE D ~b ment among the Allies on the question of Chinese representation.
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AT ZRELTHEDLH e BR L, ShERBFYERTS &5 BAO A. We do not like signature by Communist regime.

BB EENEN S, 3, THBEYERILTVWARE 7 o7 HELE B RKE B. We consider it desirable to have the Chinese Nationalist government

BEAD B LT3 BERLEST %4 LA v EBY A5 5 thiih b, 31cte sign concurrently and at the same ceremony with other Allied Powers.
Because of our fervent desire for an early majority peace we would be

OIDOXLFR (DT vE-2= ) LERLETHILDOTHD, 3%, FXHW+ ¥,

5. MASEREHOMARICHED T, IRERIMATHZ e biE, Zhid, ER much disappointed if the signing of the treaty were to be delayed on
BHOXEBFCRTBEC LoCThEnDLDTH DT, BUATERTH S account of a procedural question.
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A. We do not like signature by Communist regime.

B. We consider it desirable to have the Chinese Nationalist government sign
concurrently and at the same ceremony with other Allied Powers. The
Japanese Government is interested in seeing the strengthening of the
Nationalist Government as a member of the free world.

Because of our fervent desire for an early majority peace we would be much

disappointed if the signing of the treaty were to be delayed on account of a

procedural question. Accordingly, apart from our position stated above, we

would not object to deferment of any signing on behalf of China until gov-
ernmental situation is clarified, if it should prove difficult to obtain a swift
agreement among the Allies on the question of Chinese representation.
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A. We do not like signature by Communist regime.

B. We consider it desirable to have the Chinese Uationalist government sign
concurrently and at the same ceremony with other Allied Powers.
Because of our fervent desire for an early majority peace we would be
much disappointed if the signing of the treaty were to be delayed on
account of a procedural question.
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The United States reply, 19 Moy 19511

The Government of the TUnited States has carefully considered the
remarks of the Government of the Soviet Union of May 7, 1951, relative to
the draft of a Japanese peace treaty which the Government of the United
States submitted on March 29, 1951. These remarks show the persistence of
a major difference of opinion as regards procedure. However, as regards
substance, the Government of Soviet Union raises objection only to the pro-
posed treatment of (a) Formosa and the Pescadores; (b) the Ryukyu and
Bonin Islands; (c) Japan’s future security; and even here the differences are
only partial, not total. The Soviet Government’s analysis would seem to
constitute a genuine, if unintended, tribute to the regard for balanced justice
with which the draft treaty was prepared.

I

The paragraphs of the Soviet Government’s remarks numbered I, deal
with procedure.

The Soviet Government asserts that under the Potsdam Agreement of
August 2, 1945, ‘the drawing up of a peace treaty with Japan has been laid
upon the United States, the Soviet Union, China and Great Britain,” constitut-
ing for this purpose the Council of Foreign Ministers.
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This. view of the Soviet Govermment has heen put forward on. several
occasions and has as often been rejected by the Government of the United
States.

The Potsdam Agreement of August 2, 1945, contemplates that the Council
of Foreign Ministers thereby established weuld, ‘as its immediate important
task,” draw up ‘treaties of peace with Italy, Rumania, Bulgaria, Hungary and
Finland’ and propose ‘settlements of territorial questions outstanding on the
termination of the war in Europe’. It is then provided that the Council ‘shall
be utilized for the preparation of a peace settlement for Germany.” It is finaly
provided that ‘Other matters may from time to time be referred to the
Council by agreement between the Member Governments.’

Thus, the Potsdam Agreement between the Government of the Soviet
Union, the United Kingdom and the United States did not mention the
Japanese Peace Treaty. This was natural, for the war with Japan was then
in full vigor and the Soviet Union was then neutral in that war.

The Council of Foreign Ministers can, of course, deal with ‘other matters’
than the European matters specified, but only ‘by agreement between the
Member Governments.’

The United States has not agreed and does not agree to the reference to
the Council of Foreign Ministers of the matter of making a Japanese peace
treaty. The reason, among others, is that the systematic misuse in the
Council of veto power militates against the speedy achievement, through the
Council, of an early peace treaty. Furthermore, the procedures of the
Council would give a secondary role to Allied Powers which bore a greater
burden of the Pacific war than did the Soviet Union.

The Government of the Seviet Union urges that the peace-making pro-
cedure should fully take account of the interests of China in a Japanese peace
treaty. The procedure being presently followed does that. It is true that
the United States does not seek guidance from a convicted aggressor, but the
real interests of China are fully reflected in the present draft treaty. For
example, by Article 11, ‘Japan renounces all special rights and interests in
China’ and Article 19 makes this renunciation automatically effective. It is
noteworthy that the Soviet Government, which in Parts II and III of its
remarks, deals fully with substantive issues, suggests no modification or ad-
dition. in favor of China except in relation to Formosa and the Pescadores, as
to. which it is suggested that Japan should do more than liquidate its own
title. This large measure of acceptance by the Government of the Soviet
Union of the substantive provisions dealing with. China. testifies to the
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scrupulous regard for China’s interests with which the draft treaty was
prepared.

1I

The paragraphs of the Soviet Government’s remarks numbered II deal
with the substance of the draft treaty.

(a) As to territorial matters, the Government of the Soviet Union
suggests that the draft treaty does not faithfully reflect the Surrender
Terms because it does not provide that ‘the Island of Taiwan and the Pes-
cadores Islands should be returned to China.’

The territorial clause of the Surrender Terms stipulated ‘The terms of
the Cairo Declaration shall be carried out and Japanese sovereignty shall
be limited to the islands of Honshu, Hokkaido, Kyushu, Shikoku and such
minor islands as we determine.’ The draft treaty would, in fact, limit
Japanese sovereignty accordingly.

The Cairo Declaration provided that ‘Manchuria, Formosa, and the
Pescadores, shall be restored to the Republic of China.’

The Government of the United States notes htat the remarks of the
Soviet Government fail to quote accurately the Cairo Declaration. The word
‘Manchuria’ is delected and ‘China’ is substituted for ‘the Republic of China.’

In view of the known acquisition by the U.S.S.R. of zones of interest
in Manchuria, the United States Government is prompted to inquire as to
the significance of the present avoidance by the Soviet Government of re-
ference to the restoration of Manchuria.

Furthermore, in view of the fact that the Government of the Soviet
Union has itself pointed cut on numerous occasions that the ‘Republic of
China’ is not identical with what the Soviet Government now refers to as
the ‘Chinese People’s Republic,’ the Government of the United States in-
quires of the Government of the Soviet Union whether it in fact now desires
that Manchuria, Formesa and the Pescaderes should be restored to ‘the
Republic of China.’

The draft treaty proceeds on the assumption that Japanese sovereignty
‘shall be limited’ to exclude sovereignty over Formosa and the Pescadores,
according to the Surrender Terms and that if this is done by Japan, Japan
will have done all that can be required of her and the Japanese people
ought not to be denied a state of peace because of a difference of opinion
among the Allied Powers as to the subsequent disposition of Formosa and
the Pescadores.

The Government of the Soviet Union criticizes the provision that the
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Ryukyu, Bonin, and certain other islands may be placed under United
Nations trusteeship with the United States as administering authority.

It is true that the Surrender Terms, neither by themselves, nor by the
incorporated reference to the Cairo Declaration, mention by name South
Sakhalin or the Kurile Islands, now occupied by the Soviet Union, or the
Ryukyu, Bonin Islands or other islands mentioned in the remarks of the
Soviet Government. Since however, the Surrender Terms provided, as
indicated, that Japanese sovereignty should be limited to the four main
islands and such minor islands as may be determined, it is consonant with
the Surrender Terms for the Allied Powers by treaty of peace with Japan
to deal with Japanese islands other than the four main islands mentioned.

(b) As to demilitarization, the Soviet Government complains that the
present draft does not guarantee against the restoration of Japanese
militarism and does not limit the size of armed forces in Japan. It is said
that this cannot be reconciled with ‘known agreements of the powers con-
cerning demilitarization of Japan.’

The Soviet Government does not attempt to identify the so-called
‘known agreements’. In fact there are none, outside of understandings
dealing with the occupation period.

Of the agreements mentioned by the Soviet Government’s remarks,
neither Cairo nor Yalta touch on the subject. The Potsdam Surrender
Terms provide that ‘until there is convincing proof that Japan’s warmaking
power is destroyed, points in Japanese territory to be designated by the
Allies. shall be occupied,” and that ‘the Japanese military forces, after be-
ing completely disarmed, shall be permitted to return to their homes with
the cpportunity to lead peaceful and preductive lives.’

The United States Government is satisfied that ‘Japan’s war-making
power is destroyed. Apparently the Soviet Government shares that convic-
tion, since it says that the occupation of Japan has ‘impermissibly dragged
on’. Furthermore, the United States, so far as it is concerned, has in fact
completely disarmed the Japanese military forces under its control and has
assured that they now lead peaceful and productive lives. Of the bel-
ligerents, only the Soviet Government has failed to comply with this provi-
sion and, in violation of the Surrender Terms, withholds from return to
their homes and peaceful lives approximately 200 thousand Japanese soldiers.
The people of Japan eagerly await the return to peaceful pursuits of these
thousands of Japanese soldiers, as promised by the Surrender Terms.

With respect to the avoidance of any future offensive military threat
from Japan, this is a matter of profound concern to the United States, which

(303)

— 315 —



e 17

hore the burden of Japan’s ‘war of aggression for nearly 4 years, as against
& days of Soviet Union belligerency. It is the belisf of the United States
Government that the most effective means to the desired end is to make the
future security of the Japanese area a matter of collective international
concern, which would as a practical matter assure that the measures which
the Japariese might take for their own security, would develop as a coopera-
tive rather than as a purely national project.

The President of the United States indicated in this statement of April
18, 1951, that the United States Government is prepared now to take what
the President referred to as ‘natural initial steps in the consolidation of
peace’ in the Pacific Ocean area and, as one of such steps, to enter into a
post-treaty security arrvangement with Japan. The United States Govern-
‘ment contemplates that this arrangement would accept the principle that
Japan should not possess military forces which could become an offensive
threat.

The United States Government is not disposed te rely upon the depend-
ability of treaty limitations on armament such as were imposed upon
Rumania, Bulgaria, and Hungary by the Treaties of Peace, and which
limitations already are being grossly exceeded.

(e¢) As to ending the Occupation, the Soviet Government alleges that
the present draft does not establish any period for the withdrawal of oc-
cupation troops from Japan. On the contrary, under the draft treaty, the
occupation would cease upon the coming into force of the treaty. If, after
the treaty comes into force, any allied troops are in Japaan they will not be
there as occupation troops but pursuant to such collective security arrange-
ments as Japan may make voluntarily. Such arrangements would carry no
offensive threat.

The Government of the Soviet Union refers to the fact that the territory
of Japan and its natural and human resources are even now being utilized in
connection with what is referred to as ‘armed intervention in Korea’, by which
is presumably meant the efforts of the United Nations to repel armed ag-
gression in Korea.

The assistance which the Japanese in fact are rendering to the United
Nations action in Korea is within the demilitarization limits established by
Far Eastern Commission decisions, is nonbelligerent in character, and is in
accord with the Charter and recommendation of the United Nations.

According to Article 2, Paragraphs 5 and 6, of the Charter even ‘states
which are not members of the United Nations’ are required to ‘give the
United Nations every dssistance’ so far as may be necessary for the mainten-
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ance of international peace and security, and General Assembly Resolution
No. A/1771 adopted February 1, 1951, calls upon ‘all states and authorities
to continue to lend every assistance to United Nations action in Korea.’

(d) As to Japan’s peacetime economy, the Soviet Government alleges
that the draft treaty °‘ignores the necessity of removing limitations with
respect to the free development of the peaceful economy of Japan.’ In reality,
the draft treaty, by restoring to Japan complete sovereignty without any
limitation upon the development of its peaceful economy and without impos-
ing burdensome current reparation liabilities, would accomplish completely the
result which the Government of the Soviet Union professes to desire.

II1

The Paragraphs of the Soviet Government’s remarks numbered TIII
contain certain proposals designed, in the words of the Soviet Government,
to bring about the ‘speedy conclusion of a peace treaty with Japan.’

(1) The Government of the Soviet Union suggests, as to procedure, the
calling of a session of the Council of Foreign Ministers in June or July of
1951 to be composed of representatives of the United States, China, Great
Britain and the Soviet Union to embark upon the preparation of a peace treaty
with Japan. For the reasons earlier stated, and because all experience
shows that this procedure would not in fact achieve a ‘speedy conclusion of
a peace treaty with Japan,’ the United States Government cannot agree to
this procedural proposal.

(2) The Soviet Government proposes that in drawing up a Japanese
peace treaty the powers concerned should be governed by certain basic aims.
With one qualification, these basic aims are, in fact, reflected in the present
draft treaty, namely:

a. Japan should become a peace-loving, democratic, independent state.

Japan already is a peace-loving and democratic state and the Treaty would
give it independence.

b. Democratic rights should be guaranteed and organizations to deprive
people of their democratic rights. .. .should not be allowed.

These matters are taken care of by the Japanese Constitution and by the
Declaration, contemplated by the present draft treaty, that Japan will strive
to realize the objectives of the United Nations Universal Declaration of Human
Rights and to create internally conditions of stability and wellbeing as en-
visioned by Articles 55 and 56 of the Charter of the United Nations and
already initiated by postwar Japanese legislation.

c. As guarantee against a revival of Japanese militarism, limitation
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should be established in the treaty on the size of Japanese armed forces in
order that they may not exceed the requirement of self-defense.

The proposal of the Soviet Government seems to assume that Japan will
have to depend, for defense, solely on its own armed forces; and that its
requirement, in this respect, can now be measured definitely, for all time.
But the Charter of the United Nations recognizes the inherent right of col-
lective, as well as individual, self-defense. Generalissimo Stalin, in his
memorable address of March 10, 1989, pointed out that ‘adequate defense
against aggression requires collective security, the policy of collective resist-
ance to the aggressors’ and, he says, the policy of ‘let each country defend
-itself from aggressor’s means ‘conniving at aggression.’

The present suggestions of the Soviet Government that Japan shall have
armed forees as required for its self-defense, coupled with the further Soviet
proposal (4) that there can be no other troops in Japan, seems a reversion
to the principle of ‘let Japan defend itself’ and consequently, as Generalissimo
Stalin said, a ‘conniving at aggression.’

Furthermore, to define ‘the size of Japanese armed forces’ needed for
‘requirements of self-defens’ as the Government of the Soviet Union now
proposes, would not only be difficult, but might be dangerous. Japanese land,
sea, and air forces adequate for self-defense under present troubled circum-
stances might also, under other circumstances, be adequate for offense.

It is the hope and expectation of the United States Government that ap-
plication of the policy of collective security -envisaged by Article 7 of the
draft treaty will provide Japan with effective security with much less Japanese
armament than would be required if the Treaty reflected the policy of ‘let
each country defend itself.’

d. No limitation in the matter of development of a peaceful economy
should be laid on Japan.

The present draft contains no such limitation.

e. All limitations with respect to trade of Japan with other states be
removed.

The present draft imposes no limitations on the right of Japan to trade
with others.

(8) The Government of the Soviet Union suggests providing in the
treaty that ‘Japan will not enter any coalition directed against any of the
states taking part with its armed forces in war against militaristic Japan.’

It is the view of the Government of the United States that Japan should
not enter into any coalition directed against any state, whether or not it was
a belligerent in the war against Japan. This is provided for by Article 6
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of the draft Treaty whereby Japan would agree, in accordance with Article
2 of the Charter of the United Nations, to refrain from the threat or use of
force against the territorial integrity or political independence of any state.

(4) The Government of the Soviet Union suggests that the peace treaty
should provide that ‘all occupation forces will be withdrawn from Japanese
territory in the course of not more than 1 year and no foreign state will have
troops or military bases in Japan.’

It is contemplated by the draft treaty that the occupation will end im-
mediately upon the coming into force of the treaty of peace. It will not be
prolonged even for 1 year thereafter.

With respect to the presence in Japan of the troops of any other state
the United States Government would not be willing to deny to Japan what
the Charter of the United Nations refers to as the ‘inherent right of........
collective self-defense.’

(6) The Government of the Soviet Union suggests that ‘the states sign-
ing the Peace Treaty with Japan will support the entry of Japan into the
United Nations.

The present draft contemplates that Japan will promptly apply for ad-
mission to the United Nations and the Government of the United States
welcemes the recognition by the Government of the Soviet Union that Japan is
qualified for membership.

v

The Government of the United States earnestly urges that the Govern-
ment o fthe Soviet Union should continue to cooperate in the Japanese peace-
making already in process and now far advanced. The United States Gov-
ernment does not seek, as is alleged, to make a ‘separate’ peace treaty with
Japan. On the contrary, it seeks the participation of all concerned.

The Soviet Government complains because the United States Government
has taken the lead in the initial stages of formulating peace treaty terms.
That complaint seems not well taken by a state which, in the hour of vietory,
joined in recognizing the unique position of the United States in relation to
Japan and in placing upon the United States the sole responsibility for naim-
ing and issuing directives to the Supreme Commander for the Allied Powers
in an occupation which was designed to prepare Japan for a ‘new order of
peace, security and justice” The United States Government accepted that
responsibility and has invested in the occupation not only large resources
and much effort, but hopes and aspirations for a Japan which would hence-
forth live with others as a good neighber. The United States Government
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would fail utterly in the discharge of the occupation responsibility which the
Government of the Soviet Union, among others, placed upon it if it dod not
take a timely initiative in transforming that occupation into a peace which
will be just and durable.

Already the views of the governments principally concerned have been
thoroughly canvassed through discussions initiated last September and
continuously pursued ever since. The draft submitted on March 29th to the
Government of the Soviet Union, as pointed out in the covering memorandum,
to a considerable extent reflects views which the Government of the United
States had obtained as a result of cooperation manifested by other govern-
ments. Among the views taken into account were the views of the Soviet
Government.

The Soviet Government now states that it ‘is not true’ that there have
been ‘an exchange of poinions between representatives of the Government of
the United States of America and representatives of the Government of the
Soviet Union.’ :

The undeniable facts are that on October 6, 1950, November 20, 1950,
and on January 18, 1951, there were personal discussions of the proposed
Japanese peace treaty between the Soviet Deputy Minister of Foreign Affairs,
J. Malik, and John Foster Dulles. Furthermore, on November 20, 1950, Malik
submitted to Dulles on behalf of the Soviet Government an aide mémoire
dealing with the principles underlying the proposed treaty and on November
26, 1950, Dulles transmitted to Malik a reply memorandum.

The Government of the United States is thus at a loss to understand what
the Soviet Government now means when it says that it is ‘untrue’ that there
has been ‘an exchange of opinions’ between representatives of the Govern-
ments of the United States and of the Soviet Union.

The present remarks on behalf of the Government of the Soviet Union
in response to the United States Government’s memorandum of March 29,
1951, and in further development of its views heretofore submitted, orally
and in writing, shows that the differences which stand between the Govern-
ment of the Soviet Union and the peace terms embodied in the March draft
are not enough to prevent an agreed peace, assuming that there is genuine
desire on the part of the Soviet Union promptly to give peace to Japan.
Therefore, the Government of the United States trusts that the Government
of the Soviet Union will continue to pursue to a favorable conclusion the
procedures now under way, rather than to seek now to shift to procedures
which, in all candor, it must recognize would not in fact be productive of the
‘speedy conclusion’ which the Soviet Government states that it seeks.
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The United States stands ready to resume prompt and intensive diplo-
matic discussions with the Government of the. Soviet Union under circum-
stances that will be calculated to advance a just treaty to a speedy conclusion.

feg 18 1951426 B 10 BfF v EHoxkgs

Russian note, 10, June 1951 .. .... .... .... .

The Government of the U.S.S.R. received from the Government of the
United States of America on May 19, 1951, a memorandum representing an
answer to the ‘remarks of the Government of the U.S.S.R. on the United
States of America draft peace treaty with Japan’ of May 7, 1951.

The Soviet Government takes notice of the statement of the Government
of the United States that it, having examined the remarks of the Government
of the Soviet Union on the memorandum of the Government of the United
States of America of March 29, 1951, considers that the divergencies which
exist between the views of the Government of the U.S.S.R. and the peace
terms set forth in the American March draft are not so great as to prevent
achievement of agreement on a peace treaty.

Inasmuch, however, as along with the statement mentioned, considera-
tions respecting the ‘remarks of the Government of the U.S.S.R. on the United
States of America draft peace treaty with Japan’ of May as set forth in the
American memorandum of May 19 which give an interpretation that is in-
correct and that in several instances distors the meaning of these remarks,
the Soviet Government for the purpose of introducing full clarity considers
it necessary to state the following:

1. Concerning basic positions in American draft peace treaty with Japan.

(a) For the Soviet Union as well as for other countries interested in a
guarantee of lasting peace in the Far East question that Japan not become
an aggressive state again and that revival of Japanese militarism be pre-
vented possesses most important significance.

As is known, little more than 10 years ago a militaristic Japan attacked
the Soviet Union in the region of Vladivostok. In the course of 15 years
Japanese imperiarism, invading China, harassed the Chinese people causing
them great hardships. Japanese imperialists did not stop at attacking the
“nited States and later a whole series of states in Asia including India,
which unleashed war in the entire Far East.

In there in the American draft. peace treaty with Japan a guarantee
against the rebirth of Japan as an aggressive state? Acquaintance with this

(309)

- 321 —



fie 18
draft shows that it does not possess any guarantee in this respect.

In connection with this it was stated in the ‘remarks of the Soviet Gov-
ernment on the U.S.A. draft peace treaty with Japan’ that the ‘American
draft not only does not contain guarantees against the restoration of Japanese
militarism, but in general does not set forth any limitations with respect
to the size of the armed forces of Japan,” as was done, for example, in the
peace treaty with Italy, although there is no basis for such a privileged posi-
tion for Japan in comparison with Italy.

Having no possibility of refuting this assertion of the Soviet Government,
the Government of the United States of America in its statements on this
question in its memorandum of May 19 falls into patent contradiction. On
the one hand, in this memorandum it states that allegedly no agreements
‘exist in reality’ between the powers on the question of demilitarization of
Japan ‘except decisions concerning the period of occupation.’” However, on the
other hand, the Government of the United States of America refers here to
the Potsdam declaration of the Four Powers concerning the situation of
Japan, whereas the basic purpose of the occupation of Japan is set forth
there as the task of obtaining ‘convincing proof that the capacity of Japan
to wage war has been destroyed,” which refers, as is obvious, not only to the
period of occupation but also to the subsequent period.

Furthermore, there exist directives of the Far Eastern Commission,
which as early as June 19, 1947, took an important decision, contained in
its document Basic Policy with Respect to Japan After its Capitulation In
this basic document of the Far Eastern Commission adopted with the partici-
pation of representatives of Australia, Canada, China, France, India, Holland,
New Zealand, the Philippines, U.S.S.R., England and the United States of
America the task was placed in the forefront:

Of accomplishing the physical and spiritual demilitarization of

Japan by means of the execution of a series of measures requiring the
establishment of a period of strict control, including complete disarma-
ment, the carrying out of economic reform the purpose of which would
be to deprive Japan of the possibility of waging war, the eradication of
militaristic influences and carrying 6ut of strict justice with respect to
war criminals.

Naturally, this decision also concerns not only the period of occupation.

- After the facts cited, it becomes clear how far from reality is the asser-
tion of the Government of the United States of America that allegedly no
agreement ‘exists in reality’ between the powers with respect to the demi-
litarization of Japan ‘except decisions concerning the period of occupation.’
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After the facts cited, it cannot be denied that, inasmuch as no limitations
on the armed forces of Japan are contained in the American draft, there
are no guarantees there against the restoration of Japanese militarism and
the possibility of repetition of Japanese aggression. It is clear that no state
that experienced the aggresisve attack of Japan and is interested in the
guarantee of lasting peace in the Far East can agree with such a position.

Together with this, the Government of the United States of America,
with the help of its occupation authorities, is in reality already carrying
out a policy of restoring Japanese militarism. This is evident from the fact
that the American occupation authorities are not only not takig measures
for the liquidation of military bases in Japan but, on the contrary, are trying
to expand them considerably, modernize, and utilize them for aggressive pur-
poses. In Japan they have already begun the recreation of a land army and
of naval and air fleets; are restoring and expanding the work of former
Japanese military arsenals and military enterprises; are freeting Japanese
war criminals; are restoring military organizations, and more and more
promoting propaganda of war; and are elevating the role and influence of the
supporters of the rebirth of militarism in the governmental apparatus. More-
over, the United States, as the Government of the United States of America
basically admits itself in its memorandum of May 19, has already begun the
untilization of the industrial and human resources of Japan for its military
intervention in Korea which is being carried out illegally under the flag of
the United Nations organization.

The draft peace treaty of the United States of America, as well as the
policy carried out by the American occupation authorities in Japan, testify
to the fact that the Government of the United States of America is not ob-
serving obligations it took upon itself in international agreements not to
allow the rebirth of Japanese militarism. In essence, the American draft
peace treaty with Japan, and likewise the memorandum of the United States
of America of May 19 pursue not the peaceful purposes of prevention of a
repetition of Japanese aggression but the aggressive purposes of reestablish-
ment of Japanese militarism.

No guarantees are contained in the American draft peace treaty with
Japan for assuring the future security of countries which suffered from the
aggression of militaristic Japan, although it is clear to anyone that this
should be one of the main tasks of the peace treaty. Instead of this it is
especially stipulated in the draft that Japan should be accorded the oppor-
tunity to make ‘a contribution toward assurance of its own security,” which
allegedly corresponds to the ‘right to individual and collective self defense’
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provided for member countries of the United Nations in the United Nations
Charter.

This question is even more frankly discussed in the memorandum of the
United States of America of May 19. In this memorandum it is stated that
the Government of the United States of America intends ‘to enter into an
agreement concerning security with Japan for the period after the conclusion
of the treaty,’ i.e. the conclusion of a military agreement between the United
States of America and Japan is envisaged.

From this it follows that the task of not permitting the rebirth of Japan-
ese militarism and guaranteeing in the future the security of countries that
suffered from Japanese aggression is being replaced by the Government of
the United States of America by the conclusion of a military agreement with
Japan which would push Japan ever more toward the restoration of militarism.
Inasmuch as it is perfectly obvious that such countries as the Chinese
People’s: Republic and the Soviet Union are excluded from participation in
this military agreement of the United States of America with Japan, there
can be no doubt that this military agreement of the United States of America
with Japan is directed primarily against these very states and possesses an
obvious aggressive character.

After this it becomes clear that all references to the Charter of the United
Nations, to the right to individual and collective self-defense’ in this case
obviously have no substance and are false througout.

It is likewise not necessary to prove that the reference of the American
memorandum also to the statement of J.V. Stalin, made on March 10, 1939,
on the matter of struggle with aggression and the collective security of peace-
loving countries are not only completely inappropriate here but are also
hypoeritical.

Thus, the memorandum of the United States of America of May 19
shows that the American draft peace treaty with Japan not only did not
provide guarantees against the rebirth of Japanese militarism which has
caused such hardships for peaceloving peoples but, on the contrary, pushes
Japan on the path of aggression that has already led ‘the Japanese Govern-
ment to the verge of ruin, and consequently fundamentally runs counter to
the interests of guaranteeing lasting peace in the Far East, as wellA as to the
national inferests of Japan itself.

(b) Concerning Termination of the Occupation of Japan aond With-
drawal of Foreign Troops from Japanese Territory.

In its comments of May 7, the Soviet Government proposed that precise
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mention be made in the treaty that ‘after conclusion of the peace treaty with
Japan all occupation troops should be withdrawn from Japanese territory
within not mare than one year and that no foreign states should have troops
or military bases in Japan’

As is known, in the peace treaty with Italy, as well as with other peace
treaties with European countries, it is specifically mentioned that the occupa-
tion should be terminated in the shortest possible time and in any event not
more than 90 days from the date of the enry of the peace treaty into force.
However, in the American draft peace treaty with Japan no time limit is
mentioned for the withdrawal of occupation forces from Japan. The vague
statement contained in the memorandum of the United States of America of
May 19 that the ‘occupation will cease with the entry of the treaty into force’
without mention of any time limit for withdrawal of the occupation troops
can only lead to confusion; all the more since it is evident from this memo-
randum that the United States of America in reality does not intend to with-

draw its troops even after the conclusion of the peace treaty but intends to

leave its armed forces in Japan, allegedly ‘not as occupation troops.’
trocps even after the conclusion of the peace treaty but intends to leave its
armed forces in Japan, allegedly ‘not as occupation troops.’

In refusing to set a time limit for the withdrawal of the occupation
troops from Japanese territory, the Government of the United States of
America breaks one of its important obligations under international agree-
ments. Leaving foreign troops in Japan after conclusion of a peace treaty,
under whatever pretext it is done, contradicts the Potsdam declaration of
July 26, 1945, which provides for the withdrawal of foreign troops from
Japan, and signifies camouflaged prolongation of the occupation of Japan
for an indefinite protacted period.

In intending to prolong the occupation even after the conclusion of the
peace treaty, the Government of the United States of America is thus aspir-
ing to remain the real master in Japan for a long time. In such a situation,
the Government of the United States of America can count on the preserva-
tion of those privileges which it has guaranteed for itself during the years
of occupation, it can count on prolongation of the political and economic
dependence of Japan on the United States of America and can count not
only on the retention but even on the further expansion of its military bases
in Japan. It is clear that all this can only harm the course of peaceful
settlement with Japan and the strengthening of peace in the Far East.

Therefore it is necessary that in the peace treaty with Japan the time
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limit for withdrawal ef occupation troops from Japanese territory be pre-
cisely fixed and that in this treaty it should be established that no foreign
state should have troops or military bases in Japan.

(¢) Concerning the Inadmissibility of Participation by Japan in o Coali-
tion Against States Having an Interest in Signing o Peace Treaty with Her.

In connection with what has been set forth, it becomes clear why the
Government of the United States of America does not agree in its memor-
andum with the proposal of the Soviet Union to oblige Japan not to enter
into a coalition directed against any state having an interest in signing a
peace treaty with Japan. The reference of the Government of the United
States of America to the fact that Japan should, in conformity with article
2 of the United Nations Charter, refrain from aggression or from applica-
tion of force against the territorial integrity of political independence of
any state is obviously without substance. Experience has shown that the
Government of the United States utilizes the political and economic depend-
ence of other United Nations member states (first of all-—participants in
the North Atlantic Union and the Latin American Republics) in order to
transform the United Nations into a weapon for unleashing aggressive war
in the Far East. The reference to article 2 of the United Nations Charter
in the memorandum of the Government of the United States of America, and
also in article 6 in the American draft peace treaty was calculated on
utilization of Japan as well for this purpose.

Besides, it is not difficult to understand that the proposal of the Soviet
Government concerning the nonparticipation of Japan in a coalition acquires
important and immediate significance on the strength of possible military
agreement of the United States of America with Japan.

(d) Concerning the Removal of Limitation From the Peaceful Eco-
nomy of Japan and From the Trade of Japan with Qther Countries.

The memorandum of the United States of America of May 19 bypasses
the question of the peacetime economy of Japan being placed in servile
dependence on the United States of America as the result of all kinds of
limitations with respect to the Japanese peacetime economy and the est-
ablishment of privileges for American firms sponsored by American occupa-
tion authorities. Japan is deprived of the opportunity of engaging in
normal trade with neighboring states, which still further harms prospects
for the upsurge of Japanese national economy.

The Soviet Government considers that without the effective remaval of
these restrictions imposed from outside, it would be impossible to create
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conditions for the upsurge of a peaceful economy and for improving the
life of eht Japanese people.

(e¢) Concerning the Guarantee of Democratic Rights to the Japanese
People.

Judging from the memorandum of the United States of America of
March 19 everything essential has already been achieved with respect to
the democratization of Japan But this is wholly untrue. In fact, in
Japan, police suppression of organs of the democratic press, repressions
against trade unions and other democratic organizations and persecutions for
political convictions are being fully revived, with the cooperation of the
occupation authorities, and a return to the pre-war fascist order in Japan
when the shameful law on the struggle against ‘dangerous thoughts’ existed,
is taking place.

All this confirms the necessity for adopting those proposals concerning
the democratization of Japan which were put forward in the comments of
the Soviet Government.

(f) Concerning Fulfilment of the Cairo Declaration, the Potsdam
Declaration and the Yalta Agreement With Regard to the Territorial
Questions.

As far as the territorial questions are concerned, the Soviet Government
proposes only one thing—guarantee of the honorable fulfilment of the inter-
national agreements mentioned above, under which stands the signature of
the United States of America itself.

As is known, it is stated in the Cairo declaration that the island of
Taiwan and the Pescadores Islands should be returned to the Chinese Re-
public. Inasmuch as the Chinese Republic has been transformed into the
Chinese Peocple’s Republic and only the Chinese People’s Republic expresses
the will of the Chinese people, it is clearly obvious that Taiwan and the
Pescadores Islands should be transferred to the Chinese People’s Republic.
in the contrary event the Cairoc Agreement will not be fulfilled and the
entire responsibility for this would fall on the Government of the United
States -of America.

As far as the Ryukyu, Bonin, Rosaric, Volcano, Pares Vela, and Marcus
Islands are concerned, the memorandum of the United States of America of
May 19 confains nothing which would rerequire fresh confirmation on the
part of the Soviet Government of what was set forth in the comments of
the Soviet Government of May 7.
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(g) Concerning Slanderous Attacks Against the U.S.S.R.

In the memorandum of the Government of the United States of America
of May 19 it is stated: ‘In view of the known fact of the acquisition by the
U.S.S.R. of zones of interest in Manchuria, the Government of the United
States of America hastens to inquire the significance of the desire of the
Soviet government to avoid references to the return of Manchuria.” The
Soviet Government considers it necessary to state in this respect that the
U.S.8.R. does not possess any zones of interest in Manchuria, and as is
known to all considers Manchuria as an inseparable part of the Chinese

' People’s Republic. In view of this the above-mentioned statement of the
American memorandum must be held as deplorable fabrications of idle
people and malicious slander of the U.S.S.R.

It cannot be unknown to the Government of the United States of America
that the Soviet Union after defeating the Japanese Kwantung army liberated
Manchuria and returned it to the lawful authority of the Chinese people.
As far as the rights to the naval base of Port Arthur and to the Chinese-
Changchun railway, which were granted to the Soviet Union according to
the Yalta agreement and the Sino-Soviet agreement of August 14, 1945, are
concerned, the Soviet Government voluntarily and without compensation
rencunced these rights in favor of the Chinese People’s Republic. Ap-
propriate agreements concluded in Moscow on February 14, 1950, were
published at the time and of course are known to the Government of the
United States of America.

According to this agreement the Soviet Union, as is known, is to liquidate
not later than 1952 its naval base at Port Arthur and withdraw its troops
thence.

According to the opinion of the Soviet Government it would be much
better if the Government of the United States of America would refrain
from slander of the U.S.S.R. on the subject of Manchuria .and concern
itself with the withdrawal of its armed forces from Taiwan and the
Pescadores Islands and return these illegally seized territories to their lawful
owner—the Chinese People’s Republic.

In the memorandum of the Government of the United States of America
of May 19 it was also stated that the Soviet Government allegedly ‘in
violation of the surrender terms is delaying the return of approximately
200,000 Japanese soldiers to their homes and peacetime life.

There can be no doubt that the Government of the United States of
America itself does not attach any credence to this statement. The Soviet
Government considers it necessary to recall that as early as April 22, 1950,
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the official report of the termination of repatriation of Japanese war
prisoners from the Soviet Union was published,! which, as were subsequent
communications on this matter, were brought to the notice of the powers.
In the report mentioned above it was pointed out that only 1,487 Japanese
war prisoners, convicted and undergoing investigation for military crimes
Committed by them, 9 Japanese war prisoners subject to repatriation after
the Completion of medical treatment, and 971 Japanese war prisoners who
had committed serious crimes against the Chinese people and would be
transferred to the jurisdiction of the Chinese People’s Republic, remained
unrepatriated.

Consequently, the assertion in the memorandum of the United States
of America that the Soviet Government is delaying the return to their
homeland of approximately 200,000 Japanese soldiers is a trifling slanderous
attck and strikes omly slanderers.

As far as the remarks in the memorandum of the United States of
America that the Soviet Union participated only 6 days in the war with
Japan and that the role of the military efforts of the Soviet Union in this
war were allegedly insignificant are concerned, the Soviet Union considers
it necessary to state the following: first, the Soviet Union entered the war
with Japan exactly at the time fixed at the Yalta conference without any
delay whatever. Secondly, the Soviet Army fought a bloody engagement
with Japanese troops not for 6 days but in the course of a month, since the
Kwantung army continued resistance for a long time in spite of the im-
perial declaration of capitulation. Thirdly, the Soviet Army smashed 22
Japanese divisions in Manchuria—the main forces of the Japanese Kwan-
tung army, and took about 600,000 Japanese soldiers and officers prisoner.
Fourthly, Japan came to capitulation only after the first decisive blow of
Soviet troops at the Kwantung army. Fifthly, even before the entry of the
U.S.S.R. into the war with Japan, during 1941-45, the U.S.S.R. kept up
to 40 divisions on the frontiers with Manchuria and tied up the whole
Kwantung army, thus facilitating the operations of China and the United
States of America in the war against the Japanese militarists.

All these facts are, of course, known to the Government of the United
States of America, and if, despite these facts, the Government of the United
States of America permits itself to minimize the leading role of the Soviet
Union in the matter of the defeat of Japanese militarism, this can only be
explained by the fact that the Government of the United States of America
does not have any convincing arguments, in view of which it is obliged in
this case to resort to slanderous fabrications against the U.S.S.R.
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2. Concerning Preparation of an Overswlil Peace Trealy with Japan in-
stead of u Separate Treaty.

In addition to the comments on the draft treaty made above, the Soviet
Government has in view the expressing of other remarks on the substance
of this draft when the meeting of interested countries takes place.

(a) In its memorandum of May 19 the Government of the United States
of America has refrained from answering the comments of the Soviet
Government where the text of the Potsdam Agreement was cited, from which
it is evident that the Council of Foreign Ministers is set up with a com-

position of the Five Powers—United States of America, U.S.S.R., Chinal,,d

Great Britain, and France—first of all for ‘preparatory work on a peace
settlement’ and that in the drafting of the corresponding peace treaties
‘the Council will consist of members representing those states which have
signed surrender terms dictated to that enemy state which the given task
concerns.’

In the meantime, the references to the Potsdam Agreement cited furnish
the basis for drawing the following indisputable conclusions:

First, in setting up the Council of Foreign Ministers composed of the
Five Powers, ‘preparatory work on a peace settlement’ was directly men-
tioned as its main task, moreover the i)eace settlement was not limited to
Europe;

Secondly, the Council of Foreign Ministers should engage on its pre-
paratory work on a péace settlement with a composition of members ‘rep-
resenting those states which have signed capituation terms,” from which
it follows that the preparation of a peace treaty with Japan is placed upon
four countries—the United States of America, U.S.S.R., Great Britain,
and China, which signed the Japanese surrender document.

Consequently, fulfilment of the Potsdam Agreement with respect to
preparation of a peace treaty with Japan requires the calling of the Council
of Foreign Ministers composed of representatives of the United States of
America, U.8.8.R., Great Britain, and China and objection to this on the
part of the Government of the United States of America is without grounds.

The unfounded nature of the objections against calling a Council of
Foreign Ministers for such reasons as that it ceuld allegedly delay prepara-
tions of a peace treaty with Japan is likewise perfectly obvious. These
objections have already been put forth for several years past and they have
led only to dragging out the matter. Meanwhile preparation of the treaty
could already have been finished during this time, amd the treaty could
have been sighed, as took place duly with the peace treaties of five other

(318)

— 330 —

frex 18

states—Italy, Bulgaria, Rumania, Hungary, and Finland, which were pre-
pared by the Council of ForeignMinisters.

The statement that the procedure of the Council would accord a
‘secondly role’ to some allied states is alse without substance. It is suf-
ficient to point out that under the procedure being imposed by the Govern-
ments of the United States of America all allied states are in reality ex-
cluded from preparation of the treaty since the Government of the United
States of America has gone along the path of seizing this matter exclusively
into its own hands.

(b) In its remarks of May 7 the Soviet Government emphasized the
inadmissibility of excluding China from the preparation of a peace treaty
with Japan. These Chinese people were obliged to wage a long and heavy
war with militaristic Japan, which had invaded its [sic] territory, and bore
uniquely great sacrifices in this struggle, and therefore the government of
the Chinese People’s Republic as the sole legal expression of will of the
Chinese people cannot be excluded from preparation of zi treaty which should
serve to establish lasting peace in the Far East. The statement of the
government of the Chinese People’s Republic of May 22, 1951, confirms its
legal right and unique interest in the preparation of the treaty which other
states cannot ignore.

In the meantime the American draft treaty and the memorandum of
the United States of America of May 19 testify te the fact that the Govern-
ment of the United States of America is going on with direct violation of
the national rights of China with respeect to its territory in refusing to fulfil
the Cairo agreement regarding the return of Taiwan island and the Pesca-
dores Islands to China, as well exclusion of China from preparation of a
peace treaty with Japan.

In rejecting the established procedure for preparation of peace treaties,
the Government of the United States of America is endeavoring to exclude
the Chinese People’s Republic and the Soviet Union and also other interested
countries from preparation of the treaty and, ignoring their legal rights
and interests, intends to dictate terms of treaty to Japan in accordance
with its own judgment, inasmuch as the Japanese Government, which is
dependent upon American occupation authorities, is prepared to enter into
such an arrangement with the United States of America.

All this speaks for the fact that the Government of the United States of
America does not want Japan to have a peace treaty with all the states
that were in a state of war with her. Instead of an aver-all peace treaty
the United States of Americs wants to impose upen Japan a separate peace
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treaty with the Government of the United States of America and its
satellites.

It cannot be considered accidental that the Government of the United
States of America does not want an over-all peace treaty with Japan, but
aspires to a separate treaty. Only with conclusion of a separate treaty can
the United States of America secure the dependence of Japan for several
years hence, and inasmuch as the conclusion of a military agreement between
the United States of America and Japan is also envisaged by the draft treaty
it becomes clear that the goal of the separate treaty is the transformation
of Japan into a shameful weapon for carrying out the aggressive plans of
the United States of America in the Far East.

If the Government of the United States of America does not desist from
its intention to exclude the Soviet Union and Chinese People’s Republic
from the preparation cof a peace treaty with Japan and imposes a separate
peace treaty on Japan, this will signify, first, that the United States has
taken the path of gross viclations if its international obligations, including
the United Nations Declaration of January 1, 1942, which imposes the
obligation not to conclude a separate peace, and, ‘secondly, that the present
policy of the United States of America will lead not to restoration and
strengthening of peace in the Far East but to the creation of a new aggres-
sive grouping in the Pacific Ocean.

Responsibility for the conseguences of such a policy will lie entirely on
the Government of the United States of America.

(¢) As far as the repeated statement of the Government of the United
States of America that negotiations concerning the draft peace treaty with
Japan took place between representative of the U.S.S.R. and United States
of America is concerned, the Soviet Government is obliged again to
emphasize that there have not been and could not be any negotiations con-
cerning the working out of a draft peace treaty, since the Government
of the U.S.S.R. has stood and does stand against any form of separate
negotiations on this question. Of course, personal meetings have taken
place between Jacob A. Malik and Dulles at the personal request of Dulles,
as have also the transmittal by Dulles of his ideas concerning a peace treaty
with Japan and the posing of questions by Malik for clarification of Dulles”
views. However, it would be absolutely incorrect to consider such personal
meetings as negotiations between the U.S.S.R. and the United States of
America concerning the working out of a peace treaty with Japan.
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8. Fully confirming its propesels of May 7, the Soviet Govermment
ingists on the following basic principles with respect to a peace trealy with
Japan.

First. The peace treaty with Japan should be over-all and not separate,
for which purpose no country participating in the war with Japan should
be excluded from the preparation and signing of the treaty.

Second. The peace treaty with Japan should be worked out on the basis
of the Cairo declaration, the Potsdam declaration and the Yalta Agreement.

Third. A peace conference of representatives of all states which parti-
cipated with their armed forces in the war with Japan should be called in
July or August, 1951, for consideration of the available drafts for a peace
treaty with Japan.
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The following is text of communique issued in Lendon jointly by the
British Secretary of State for Foreign Affairs and Ambassador John Foster
Dulles on June 14:

“Mr. Herbart Morrison, H.M. Secretary of State for Foreign Affairs,
and Mr. John Foster Dulles, Special Representative of the President .of
theUnited States, at the conclusion of their conversations on the Japanese
Peace Treaty, announce that their talks have resulted in full agreement
between them on the draft treaty and on all other main related problems.
This agreement is subject to approval by Governments on both sides.

“the fact that agreement has been reached in the talks between
the United States and the United Kingdom on this important and com-
plex subjeet, emphasises again the deep essential unity of purpose of the
two countries. The meetings in London, like Mr. Dulles’ recent discus-
sions with the French Government in Paris, are a part of a long pro-
cess of consultation with gevernments of countries closely concerned
with the Japanese war, including Commonwealth countries. Though
these governments are at present in no way committed to the draft, its
main outlines are understood to be in accordance with the views held by
the great majority of them.

“If approved by the United States Government and by H.M.
Government in the United Kingdom, the draft will be first rediscussed
with Powers principally concerned in the war against Japan, and shortly
afterwards circulated to other Powers at war with Japan, with a request
for their comments at the earliest convenient date. Thereafter, it is
hoped to proceed with the drafting of the final treaty.

“Both Governments will hope that the Soviet Government, which
has been consulted at earlier states of the negotiations, will sign the
Peace Treaty. They consider, however, that the treaty should be pre-
pared on a wide basis of consultation among the Powers at war with
Japan. They cannot accept the Soviet Government’s eontineud in-
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sistence that the treaty must be prepared at a meeting of the Council
of Foreign Ministers of the United States, the United Kingdom, the
Soviet Union and China.”
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