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The United KingdomMember snid that he was prepared to
omplify hils stctement 8 ¢ previous meeting of the Committee
(See Appendix 14) concerning his Government's position on
negotintion of division of shares. He said that his purpose Was
not to raise any particular concrete problems at this time but
rather to call attention to the kind of concrete problems which
the Committee must fece if it is to meke any progress. A ver-
natim record of the U. K. Member's statement follows:

MR. THRESHER: The Commission's policy on Division of

Reparations Sheres (FEC+219/7) lays it down that the "shares
of particular countriesin the total sum of the reparations

from Jopan shell be detérmined on & broad political basis,
taking into due account the scope of materinl and humen
destruction and damage suffered by each claimant country as
a result of the preparations and execution of Japanese
aggression and teking olso 1nto due nccount ench country's
contribution to the cause of the defecat of Jrpan, including
the extent and duration of its resistance to Jopanese

nggression’.

This policy speaks of shares 1n the total sum of the
reparations from Japan. At the present time this Committee
does not have under consideration the fixing of shares in
the total sum of the reparaotions from Jrpan.

Tt is concerned with the problem of deciding appropriate
<hares of the industrial assets from within Japan.

The total sum of the reperations from Jeopéen includes
the Jepanese oversefs 08sels which countries already have
in their possession. Therefore, 1n endeavouring to arrive

at appropriate sheres of the industrial essets from within
Japan, the only method that appears reasonable 1is to start

from & consideration of the appropriate division of the
total sum of reparations - on & broad political basis, as
1aid down in the Commission's policy - and then adjust for
the difference in holdings of Japanese overseas assets.

It has been suggested in this Committee that the avail-
able data on the relative velues of internal and external
assets 1s too scanty and unreliable for the purpose. 1
should like to mention in passing that the United Kingdom
delegation has, on the one hand, pressed strongly throughout
for a decision on industrial levels, which would make 1t
possible to estimate with reasonable accuracy the value of
reparations assets from within Japan; and, on the other hand,
has repeatedly invited the countries represented here to
prodtce information about holdings of Japanese overseas
assets,

Even if we agree that the available data is not as good
as could be wished for, it seems undeniable that, 1n
endeavouring to arrive at appropriate shares of industrial
assets from within Japen, some estimate of the relation
between those assets and holdings of overseas assets must
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in fmit be made. Such an estimate has been made by my Govem -
ment and I assume that it is not alone in having done 80O.

It is not my intention to give here any details of the
estimate which my Government has made, since it is the view
of my delegation that an essential pre-requisite to so doing
is the agreement of the Committee that other members will
produce information on the subject at the same time and be
willing to discuss the question. I wish only to say now that
my government has studied this metter further since the
United Kingdom representative made his statement on 7th July.
This further study strongly confirms the general conclusion
then presented. A reallstic view of the value of the repare-
tions which are likely to be obtained from within Japan leads
inevitably to the conclusion that they will be worth
substantially less than ‘the holdings of overseas assets, even
wvhen every allowance has been made for the nature of these
assets and the way in which some of them were acquired by
the Japanese., Owur estimate of the distribution of these
holdings has slreedy been stated 1n general terms and need

not be repeated.

The foregoing remarks and those previously made by the
United Kingdom representative about external assets are
designed in pert to give & generel explanation of why the
percentage for Chine in the United Kingdom schedule 1is lower
than those presented by other members. I should now like to
make some additional remarks about the other percentage in
the United Kingdom schedule which differs me rkedly from those
submitted by other members, viz. that for the United Kingdom
itself. The United Kingdom cleim, it should be once again
pointed out, is on behalf of the United Kingdom, Burma,
Melayn, Borneo, etc. It 1s difficult to believe, when look-
ing at the schedules submitted Dy other members that full

ncecount has been taken of this fact,

At this time I wish to put forward only 2 single illus-
tration of this point. In doing so, I shell refer to the
share proposed for the Philippines 2and I should like to ask
the indulgence of my Philippine colleague 1n this connection,
I assure him thaet I have no intention of belittling the claim
of the Philippines to reparctions from Jepen and that I
take this perticuler example only to moke my point clear.

There is a feirly close parallel between the situation
of the Philippines and that of Burma. The two countries
have roughly the same population, though the esrea of Burma
is considerably lerger. Both were sttacked eand occupled by
the Jepanese in the early part of the war. DBoth were
devastoted and looted during the course of the occupation.
Both were subsequently the scene of severe fighting during
the course of allied re-occupation.

The claim of Burme trken alone seems therefore as good
n one as thet of the Philippines. The same could well be
srid of that of the other British Fer Eastern territories
concerned, if they were to be considered as o separate
cntity. The United Kingdom itself is & cleiment principally
in respect of war effort, which was o very substentiol one,

The schedule presented by other members of the Committec
scem to trke insufficient nccount of these facts., The
schedule of the Philippine Government proposes over twlce
ne much for the Philippines os for the United Kingdom. That
of the Soviet Government proposes 2% more for the Phillippilner
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than for the United Kingdom, These are extreme coses. KEven
the schedule presented by the United Stotes Government, how-
ever, which I feel sure has been most carefully weighed
nssigns only 2% more to the United Kingdom than to the

Philippines.

The foregoing is stated, let me repeat, only by wey of
illustration, and with the desire to stimulate discussicn
of the underlying problems which face this Committee.

It is my personal conviction thet until we face thesc
problems souarely and proceéd to discuss them no real progress
can be made. '

The Chinese Member, commenting on the U, K. Member's
statement, recalled thet his delegation had many times gone
on record as being prepered to discuss the question of Jopen-
ese external assets. It was the position of his delegation,
however, that before this siubject could be discussed 1t was
necessary to decide how it was to be discussed, The Chinese
delegation's position was that the question of external
nasets should be discussed on 2 global basis. In cnswer to
o query by the Netherloands Member, the Chinese Member saild
that 1t was not possible to discuss Jreponese external fssets
intelligently unless it was possible to discuss such assets
wherever they mey exist in the world. This was whot he meant
by "2 global besis" for the discussion of this subject. Such
o discussion would include, he sald, Japocnese external ossets
in neutral countries, He said he would welcome some indica-
tion from the U. K., Member as to how he thought this question

should be discussed.

The U, K. Member said that he was not suggesting any
particular method of discussing external assets except that
it should be discussed in connection with what the Committce
wvas trying to do, namely ncgotiate division of sharcs of
industrial assets from within Japan. He would imagine thet
other Governments be¢sides his own hed made some ecstimate of
external assets in computing the percentages rssigned to
countries in their schedules of reparctions shares, end 1f
such estimates had been made 1t might be vuseful to discuss
them in the Committee. His Government's position had been that
external assets should bc discussed in the Commission but 1t wes
nlso possible that some useful discussion could take place 1n the
Committee.

The Chinese Member said thet there was nothing that he could
recall In the pollcy adopted by the FEC on division of shares
(FEC-219/7) calling for the submission of any deta on externsl
essets. If the. U, K. Member would like to suggest a method of
procedure for discussing this subject he thought it appropriete
that the Committee and ultimately the Commission should give 1t
serious consideration. At present, however, there was no under-
standing emong Commission Members on how to proceed with respect
to discussions of externeal assets.

The U, K. Member said thet he felt the Committee was
spending too much time discussing procedure end not enough
time discussing the concrete facts which 1t must sooner or
later discuss 1if 1t was to arrive at ¢ decision on shares of
industricl assets from within Japan,.

The Soviet Member said that the question raised by the
U. K. Member, namely that of external assets, was not a new
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One and had been previously discussed in the Committee and 1n
the Commission. However, it hnd been removed from the
agenda of the FEC after the adoption of the policy decision

in FEC-219/7. He reminded the Committee thet in the first
days of the FEC's history the entire subject of external
nssets had been discussed in connection with the jurisdiction
of the FEC. The Commission's terms of reference restricted
its jurisdiction to the four main islands of Jepon and 1t

was therefore not competent to decl with matters lying beyond
thet nrea unless the perties to the origincl agreement
approved, That is to sey, the question would first have to
be decided by the founders of the FEC and following thet 1t
would have to be referred to the plenary body of 1l members.
Following approval by the FEC, the Committee might
approprintely discuss it. It was the position of his Govern-
ment that this matter could be handled in no other wey.

The present trend of the discussion in the Committee suggested
o procedure for discussions in which the Soviet delegation
would be unablc to perticipate.

The U. K. Member said that there was nothing in the policy
decision (FEC-219/7) which would prevent the discussion of the
subject of externcrl nssets., On the contrary, the lost sentence
of thet policy clerrly indiceted that the Commission anticipoted
such discussion. The sentence referred to wos as follows: 'The
clauses herein on reparctions and rceference to this subject are
without pre judice to the views of governments on the overseas
nssets issue.” The U, K. Mcmber s2id that it scemed to him thet
enything whatever that might reasonobly be considered relevant
to the discussion of division of sheres could appropriantely be
discussed by the Committee.

(Min. 126th Mtg. Com. No, 1
17 September 1947)
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DECISION BY COMMITTEE NG . 1 T8 REPORT TO COMMISSION THE
STATUS OF 110 NEGOTIATIONS | 'GARDIN

DIVIS ION - SARAT JONS SHAR

The N. 2. Member seid that it seemed to him the Committcc
hnd recched £ complete impesse 1n its negoticrtion of reparastions
shares but was reluctent to recognize the fact. The deandlock,
he aaid, had been recched beccause of the four following foactors.

it had been proposed that & single schedule of purcen-

~n rothod imvolving the use of AVETAges.

certain Members of the Committee expressed the strong
disapproval of thelr Governments to the use of eny mcthod 1in-
volving averecges. gecondly, othcr Members hed suggested that
percentoges be roferred back to Governments for revision, €8
two Governments hed already done. However, in one cosc the re-
duction in the share claimed DY the Government wns only 1/10 and
in the other cnsc only 1/7 of the originel perccntoge requested.
It was obvious, he seicd, thot many of the shares cleimed would
have to be reduccd o great deol more than that to offer any hope
of agreement., Thirdly, 1t hed been suggested that the division
of shares issue be referred hock to Governments with & request
by delegetes for fullcr pPOWOTS of negotietion. However, there
vns to date no agrecement as to the SCOPE of the powers of nego-
tistion to be requested, particulerly with reference to the
question of external cassets, which wes itself another unsolved
problem, Fourthly, one Member of the Committee had thus far
not cooperated in the negotlction of division of shares at all,
thus adding to the 1lmpasse nlready created by the other dis-
agreements on procedure. These four fectore, the N. Z. Member
snid, indicated that the Committee had probably cxhausted 1ts
capacity to reach agreecment on this problem. He suggeated,
therefore, that the Committec report to the Commission the situa-
tion that exists within the Committee. When the matter reached
the Commission it would be re ferred beck to Governments and 1t
wvas for those Governments who really wented reparatlions to sug-
gest some scheme which would avoid the four difficulties Jjust

described.

The Chairman said that while he understood the desire of the
N. 2. Member to obtein action on this subject he thought the
Committee should remember that 1t had before it five separote

proposals for the procedure to be followed in negotieting divi-
sion of shares. He wondered whether the Committee should et this

stage give its attentlon to these five proposals with the idea
of approving one of them 1f possible by & ma jority vote. The

N. 7. Member said thet he thought it would be most unwise of the
Fommittce to adopt by any majority vote a procedure which was
unaccepteble to some Members of the Committee. He felt that in 80
delicate & matter as reparctions negotiations the least the Com-
mittee could do was to endeavor to arrive et a procedure which
could obtain unanimous approval. The reason for his suggesting
that the Committee report to the Commission was that he did not
feel that the Committee had ony procedure open to 1t at this
stage which offered any great hope of future agreement.

*****************

60 (Min. 126th Mtg. - Com. 1
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(Secretariot Note: The following 1s the complete record of

the ciscussion on Division cof Shares at the 127th meeting
of Committee No. 1 on 24 September 1947. From the Minutes

of the 127th Meeting.)

ITEM 2 - DIVISION OF REPARATIONS SHARES, Cl-244/1, C1-219/13, /20,

’

The U. K. Member said that he did not think it wise theat

the Committée hold the subject of division of shares on its
rgende in the vein hope of receiving & constructive suggestion

on which a1l Members could agree. The Committee had for many
months exemined a number of different approaches tc the problem
of division of shares and had been uneble to obtain cgrecment.

It seemed unlikely in the light of the discussicns of recent
monthe that the Committee would be able to recch unanimous agrec-
ment on this subject. He formelly moved, therefore, that the
Committee repcrt to the FEC 1its inability to come to a declsion
on the question of division of reparctions shares of industrial
facilities within Japan. The N, Z. Member secondéec this mction,
The Chinese Member queried the . K. Member cn the type of

repcrt he Fed 1n mind to send to the Commission. The U, K. Member
replied that he thought 1t would be sufficient to state simply
that the Committee had been unable to reacn any decision on the
subject of division of shares of industrial equipment within
Japan ond sew no prospect of being able to do so under present

conditions.

The Soviet Member said that he doubted there was any real
practical value in reporting in this menner to the FEC. Dils-
cussione there cculd nct differ very greatly from discussions
in the Committee since it wes unlikely that Commission Members
vould be under different instructions from thelr colleagues 1in
the Committee. The Soviet Member said that 1if the implicaticn
of the U. K. Member's proposal was that his Government as well
as the other Geovernments around the table cld not intend to re-
vise its schedule of percentages then 1t was probebly correct
to feel that the Committee would be unoble to reach 2n agreement
on this problem, for only through revision of schedules could
the Committee ever hope te reach agreement. He thought, however,
that this wes on unduly pessimistic concluslon,

Commenting on the U. K. Member's statement 2t the previous
meeting in connecticn with external 2ssels, the Soviet Member
snid that it should be remembered that the Scviet dc crotion
had never categorically refusecd to dilscuss external assets but
had mcrely insisted that they be discuesed in the proper way.
That is to soy, in discussing externnl assets it was gssential

"not to confound pecple and horses.’”

The Scviet Member commented on the objecticn raised 1n
the officicl U. K. stetement made at the previous mecting of

FEC-219/2%
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the Committee to the figure of 6% nssigned in the Soviet
schedule to the U. K. and comparing it with the 7% assigned

to the Philippines. He said that the U, K. Member called
attention to the fact that the U, K. percenteage would be not
only for the U, K. itself but for 1ts Southwestern Pecific
territories -- Malayn, Burma, Borneo, etc. In this connectlon
the Suviet Member soid that it wes worth pointing cut that

the Soviet Unicn was compesed of sixteen republics all of
wvhich are larger than Berneo and each of which hacd contributcd
least es much to the cdefeat of Japan as Bornec. Yet in the

U. K. schedule the Scviet Union was given & share of only 2%.
In these circumstances, he said, it can harcdly be ccrrect

that the Committee has exhausted gll pcssibilities of revising
official schedules ond obteining clcser agreement. It wes
still the positicn of his delegaticn, therefore, that the
Cemmittee should await reccnsideration by Gevernments of thelr
cfficial schedules.,

The Cheirman, commenting cn the discussion of external
nssets at this end cther recént meetings cf the Commlttee,
snid that he did nct feel justified in permitting the subject
of external assets tc be browght tc the table for dlscussicn
if cnly one or twc Members were interested in discussing 1t.
He felt that the Committee shculd ccneentrate cn arriving at
e single schedule cf repereticns sheres which might form the
basis of negotiaticn of a final schedule., He pcinted cut thet
pursuant to the instructions of the Ccmmittee he had talked
with the Chairmen of the Commissiocn, General McCoy, abcut
the possibility ¢f the Committee's requesting the Ccmmisslon
to devise o single schedule of this scrt, and that General
McCoy hac suggested that the Ccmmittee exhoust all possibilities
of agreement cpen tc it before referring the motter tc the
Commissicn. Specking as the Netherlends delegate rother than
Committee Chairman, he seid he wculd cppcecse the U, K. motlicn
to report the failure of the Committee in the metter of dlivisicn
of shares to the FEC.

The Australian Member said thet he wos inclined to faveor
the U, K. propcsal since cconsideraticn of the situaticn with
respect to divisicn of sheres at the FEC level might well
serve to stimulate Governments tc such further ccnsideratlion
of this subject as tc make pcssible ultimate agreement. In
reply to a query &s to whether this implied thet his delegation
was prepared to jcin a discussion cn divisicn cf shares 1n
the FEC, the Australioan Member said that he wee unable to com-
mit his delegation on this point,

The U. S. Member seid that the U. K. and N, Z. Members,
as a result of thelr absence from Committee discussions for o
nunber of weeks, had brcught back with them 2 new perspective
on the division of shares cuesticn anéd that it wculd be unwise
of the Committee not tc glve serious consiceraticn to thelr
views. He suggested that it might be worth while to 1lnvite
the Secretary cf the Committee tc prepere o report from Committec
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recorcs indicating the varicus steps that had been taken 1n
Committee's sttempts to solve the division of shares precblem

and listing the possible next steps which the Committee hoc con-
sidered taking. He thought that such o repcrt would be o help
to all cdelegations in ossessing the reparctions situction.

The N. 2. Member said that he cid nct believe such ¢ report hac
been envisogea by the U. K. Member in his precposal but that ¢
brief descripticn of the impesse vhich the Committee had rerchec
would be sufficient, If the Committee egreed to the ider of
informing the Cocmmission of the inebility to reach on cgreement,
it might then consider what kind of report shcould ncccmpany
this informaticon. He further dtoted that while he had been
quite willing to second the United Kingdom Member's motion he
did not propcse to toke further initietive in the matter of the
division of shares; thet the minutes of the meetings of the
Committee for many months past veuld show that the New Zealand
delegation had hcnestly ancd sincerely endecvored tO ngsist

the Committee in reaching the point where o
might be in sight; that he felt it was now fer the larger cloimants

to endeavor to produce an agreed sclution to the problem 1f they
vantec any reporaticns at all.

After further discussion, the U. K, Member agreed to amend
his moticn to include ¢ provisicn that the Secretary prepanre
o summary repcert of the various methods by which the Committee
had attempted tc sclve the division cf shares problem. This
report would be placed before the Committee at its next nmeeting,
and after apprevel by the Committee it would be forwarced to
the FEC. The Committeec olso declded thet if it could agree ot
its next meeting cn a report tc be sent tc the Commission 1t
should be sent directly to the Cemmissicn, ond not filrst tc
the Steering Committee. The usual arrengements for by-passing
the Steering Ccmmittee would bBe made by the Cheirmen of the
Committee., The U. K., Member's motlon, &as nmended, then reac

ns follows:

Committee No. 1 agrees tc forwarc directly to the

FEC » repcrt, prepared DY the Secretary and epproved

by the Committee, setting forth the situation that
exists in the Committee in regarc to negotintion cf
division of reparaticns sheres of industriasl facilitles

within Jepon.

The Chairman then called for a vote and the meticn carried T7-1,

the Australian, Canadian, Chinesec, Indian, N. Z., Phillippine
anc 1. K. Members supporting the motion; the Netherlencs Member

opposing; and the French, U. S. S. R, and U. 8, Members ab-
staining. The Cocmmittee decided that in view of the actlon just
taken to report to the Commission, the five proposels contained

in Cl-244/1 could be considered as having lapsed.,

(Secretariat Note: The five proposals referred to,
originally circulateld as Cl-244/1, follow on the
next pages.)
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NADIAN MEMBER'S RO

1. The Committee agrees. that, as the Australian delegar~

tion is unable to submit a sche le of percentages for all
eleven countries represented on the Far Eastern Commission,
it will work on the basis of the schedules submitted by the
other ten countries. For this purpose the Canadian and the
Chinese groupn-schedules should be broken down into a 1ist of

eleven percentages.

5., The Committee will then prepare two schedules:
gohedule "A" wil show the percentages claimed by each country,
including Australia; Schedule "g" wil show the average oOf
the percentages allotted to each country by the other nine
(or, in the case of Australia, ten) countries.

he Secretariat to
in a Committee docu-
the schedule

1. Tt is the position of the French Government that
since column 1 of c1-219/20 (containing the percentage share
requested by each FEC country for itgelf) is the only schedule
in which the official views of all eleven FEC countries are
represented, this sochedule should serve as the starting point
for negotiation of division of shares. Negotiation should

proceed as follows:

a. It is the position of the French Government
that no FEC country should receive less than 2% of
reparations from indugstrial facilities inside Japane.
Tn order that Canada and N. Z. shall receive the
minimum 2% after carrying out the operation in 4"

below the percentages for +these two countries in
column 1 of €1-219/20 should be alterecd 28 follows:

pdd 2.5% to the Canadian figure
Add 2.04 to the N. Z. figurc

This brings the figures for these two countrics tO 49% cach.

b In the view of the French delegation the
operation in"d" below would result in too small a
percentage for the U. q. The figurc for the U. S.
in column 1 of C1-219/20 should therclore be in-

epeasced by 6.5% bringing 1t to 35 . 5%

c. Add all eleven figures in column 1 of C1-219/20
as amended in "a" and "R" above. The sum will cqual 200%.

—

d. In order to reduce the total percentage ob~
tained in "¢"above to 100% divide the figurc for each
country in "g¢" above by 2. This procedurc will
reault in the followling schedule:

FEC-219/25
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Netherlands
New Zealand
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2. The schedule of percentages obtained in "l.d" above
shall form the basis of subscequent negotiation of a final
schedule of reparations shares by the Committee.

D [, - S PROPQOSA

For the purposc of achieving 2 decision on the determina-
tion of reparations shares on the basis of the FEC policy
decision in FEC-219/7 the Committce recommends that each
delegation forward the official schedules prescnted to the
Committee to its Government with a rccucst that the schedulc
alrcady submitted be rcconsidered and that as wide a latitude
of ncgotiation as poseible be granted to its delegation.

N ZEALAND MEMBER'

l. Necgotiation of a percentage share of rcparations from
Japan for cach FEC country shall go forward on the badis of
all official schedules submitted to the Committece to date and
shall be conducted in accordance with the following proccdures.

e+ The Sccerctariat shall preparc two schedules: Schedulce
i shouing the percentage claimed by cach country for itssclf ;
Schedule "B, showing a2goinst cach country the average of the
percentages allotted to it in all official schedules submitted
except that country's own. To this end, the Canadion and
Chincsc delegations shall be requested to obtain from their
respective Governments a brcakdown of their group schedules
into percentages for cach country. Step 2 will thus produce
two fipgures for cach country.

3¢« Procced in Committee to discuss cach country in turn
on the basis of the two figures obtainced in Step "2" above,
the cnus being on the country concerncd to justify its own
claim against the figurc derived from the other cfficial
schedulces.

Lo+ Seclect for each country == by Committec vote =-a
figurce in between that claimed and that derived from the
cther official schedules.

> The total c¢f the percentages so arrived 2t will be
morce than 100 per cent. Reduce this total to 100 per cont by
simple proportion. This, then, beccomes the final schedulc
of reparations percentage shares.

4 MEMBER ' PROPOSA

For the purpesc cf achicving 2 dcecision ¢on the determina-
tion of rcparations shares on the basis of the FEC policy deeclsion
FEC-219/7 it is decsirable that the other countrics, in a similop
way as it has been done by the Scviet Union, recvisc their
original positions.

Append.x 16 - 05 = FEC-219/25
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FAR EASTERN COMMISSION
DIVISION OF REPARATIONS SHARES
Directive Serial N
z Reference: %§0-219710)
Note by the Secretary General

le In order to facilitate handling of records FREC-219/10
(5 June 1947), a U, S, directive to SCAP regarding the division

of reparations shares, is from this date graded to UNCLASSIFIED.

2., FEC-219/7, the Far Eastern Commission policy decision upon

which this directive was based, was declassified and released to the
press 8 May 1947.

3+ All holders of FEC-219/10 are requested to make the appro-

priate change in their copies of this document,

NELSON T. JOHNSON
Secretary General
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Ihe United States Member of the Far Rastern Commissic
been authorized by his government to announce that if the
sestern Commission will adopt as a matter of policy the

hedule here below, as embodying authorized percentage awards
tc be apprlicable to Japanese industrial facilities available

[or reparsztions,

‘l’ Y I

Jnited I\TT ’“)In

5 (O - + o
1Y | J ] -
7 B ih .,- LA t .1 Wi W

s Government., on 8 part, will holéd
thorlized share of industrial facilities
redlstribution among the Far Eastern Commission countrie
iricrements to amounts of industrial facilities
celve under their authorized share
satlsfactory to the United States Gov

Lo divi

y

declded , among themselv

wlth thelr respecctive authorized
Oor 1n accordance with some other
states Governrment would

cut would redistribute

1 of any agrei mens.t reacheaed by the interested countries,

United States Gevernment has been guided by broad
considerations in formulating this proposal now
rar kestern Commissgion. If unacceptable to

stern Commlisslon, the United States Gove roiment will.

conslder itself at liberty to withdraw it.




