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11l. =istorical packzround
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I, Faward P, Monaghan, hereby certify that I am associated with
the General Headquarters of the Supreme Commander for the Allied
Powers, and that the attached document, IPS No. 1799, the Fourth
Report on Progress in Manchuria to 1934, was obtained by me from
l4. Robert 5. Teaze, ATIS Document Section, in the conduct of my

official business,

Signed at Tokyo on this
day of August 1946 Name

Witnesss

Official Capacity
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FOURTH REPORT ON PROGRESS IN TO

Page 1

81 Management of State Railways Bntrusted
S.M. L

Similtgneously with the establistment of the State Railmay system, the
Manchoukuo “overmment felt that it was imperative to unify those existing
lines entailing loss accounts owing to their diverse management with a view
to promoting economic and technical efficiency, and that it ‘was most appro-
priate to assign the operation and management of the whole of the State raile
ways to the South Manshuria Railway Company which possesses a long and con-
tinued experience of railway operation in Menchuria. Such an arrangement
would also be mutually advantageious in seftling the snormous amount of the
new State's indebtedness to that company in connection with the several rall-
way lines financed and constructed by the company ip the past. Finally, the
Manchoukuo Government enterned into a contract with the South Mancimria Rail-
way Company, commissioning the latper to take charge of the operation and
management of the State railways of Manchoukuo, and the Commnications Depart-
ment of the Manchoukuo Govermment published a statement on March 1, 1933,
giving the subatance of the contract as follows:

*The Government of Manchoukuo has decided to fix the total smount of
obligations relative to the railways already opensd to traffic due to the
South Mand uria Railway Co. at G. ¥ 130,000,000, the railways involved be-
ing the Kirin-Changehun, Kirin-Tunhua, Kirin-Hailupg, Ssupingkal-Tacman,
Taonan-dngangchi, Taonan-Solun,Tsitsihar-Koshan, Hulan-Hallun (including a
portion of the water transport enterprise on the Sungari River), Mukden-
Hailung, and Mukden-Shanhaikwan (including the Tahushan-Tungliao line and
its subsidiary harbours). The total of the said lean is to be secured on
the entire property and receipts of ths aforementionsd rallways whose manage-
ment is to be entrusted to the S,M.R. Co.

*In respect of the claims and olligations relative to rallways exist-
ing between the Manchoukuo Government apd any third party other than the
S.M.R., they shall be settled by the S.M.R. upon consultation with the
Government. In case payment is required in connection with this matter,
it shall be effected from the receipts of the aforementionsd conmi ssionad
railways. The funds necessary for the redemption of the loan of the Bri-
t4sh and Chinese Corporation secured on the Mukden-Shanhaikwan line shall

also be derived from the same source. That portion of the Mukden-Shanhai-
kwan line relating to the British and Chinese Corporation loan shall be

excludéd from the mortgege for the present railway contract pending the
settlement of the said Corporation loan.

*In addition, the Government of Manchoukuo has granted to the South
Manchuria Railway Co. the contract for the building of the Tunhuslumen-
kiang Railway, the Lafa-Harbin Railway, and the Taitung-Hailun Railway lines.

The total cost for the construction of these lines is estimated at G.
¥ 100,000,000, |

T -
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"In the construction of the Tunbua-Tumenl:iang Railway, the Manchoukuo
Government, in view of the nsed of puvchasing the Tienpaoshan-Tumen Light
Railway, has borrowed the sum c2 G, ¥ 6,000,000 from the S.M.R., and has
also entrusted the mansgement of the said Light Railway to the S«.R.*

In virtue of this contraci, "the Gerneral Direction of State Railways"
( ) was establislied on lia::ch 1, by the S;MeR, and Mr. Kanji
Usami who had served in the compury for muny years as an able railway ad-
ministrator was appoinied Dirzcctor-Gensralo The following diagram sShows
the organization of this impoirtant «f.ce,

(Adviscr
(
(Counzillcr
(
(Administrative
( Departuent—-~=«=ve=—-- Document Office
( Personal Office
( Local Affairs Office
(=
(Accounting and Supply
( Departinent--==-===-= -hAzcounts Office
( Purchasing *
General Direction (
of (Traffic Department- ---Passenger Traffic Office
State Railways ( Goods . f
( Water a "
(

(Operating and Mechan-
ical ¥nginsering
Depertment—-=-—-=-=--~Cperating Office
Mechanical “ngineering Office

Engineering Depari-
MEN Lo = mm et -Civil Engineering and Archi-
tectural Office
Electrical ingineering Office

Railwey Guard LDepart-
MEN e~ - ———— Office No. 1
Offiﬂe NO; 2

The Head Office of the General Directicn of State Railways was establishec
at Mukden and comnenced iis work on March 1, 1933. It set up harmonious
interconnection with the Scuth Manchuria Railway line, North Manchuria
Railway line and other lines. The General Diresction also commenced to
{inaugurate equal treatment of freights on domestic and foreign goods, the
discriminstion maintained under the former regime being practically done away
with. The additional tax on freights hitherto charged under the former
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regime in the form of Funiversal or consolidated tax" was also abolished.
Improvement of the railway track and rclling stock, which were utterly
neglected under the former regime, was steadily and gradually carried into
effect. Railway bridges on the Nonni River destroyed by the forces of
General Ma Chan-shan and tempovarily repaired by the Japanese Army, were
replaced by permanent iron bridges, the contract for which was given to
the German firm, Lothar Marscks; in accordance with the Open Door Polioy
guaranteed by the Manchcukuo Government, Regarding the railway employees,
these railways when under the former megim=2, employed thirty-five thousand
persons for less then 3,000 l:.lometres, “:2,, 11 employees per kilometre.
Although so many employees were no% reguired under the new management, the
General Direction did not discharge any of them and pays their wages and

salaries promptly and regularly, in ccntrast with the frequent default in
payment of wages uncer the foramer regime.

g i o By ae T P B N RN Rl W IR _ki




(Doce 1799\)) .
CERTIFICLATE

Statement of Of ficial Procurement
I, “dward P. lLonaghan, hercby certify that I am associated with
the General Headquarters of the Supreme Commander for the Allied
Powers, and that tho attached document, IPS No. 1799, the Fourth
Repert on Progress in Manchuria to 1934, was obtained by me from
Lt. Robert 8. Teaze, ;';'I'IB‘Document Sgetion, in the conduct of ny

otticial business.

Signed at Tokyo on this
/B D 3
22nd day of -Sugust 1946. NLLE

Witnesss_ /s/ illiam C, Prout '

Qfficial Capacity

I, Robert Teaze, hereby certify that 4TIS Document No. SA 10099,
Item 1, described as follows?

"FOURTH RTPORT ON PROGRZSS IN MANCHURIA TO 1934*, South
Manchuria Railway Company, June 1934,

wes obtained by mo in the course of my official dutics and on 10 Jun 1946

was delivered to Mr. T. P, llonaghan of the International Prosecution Section.

Date _22 iug. 1946 /s/ Robort S, Teaze
ROBERT S. TELZE
24 Lt,, 4US

ATIS Document Scetion
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57 The South Manchuria Failway

The South Manchveria Railway Comvany has played an important
part in the Zevelopiant of Idnchuvia. Trnde=d the story of this
corporation is, to a great ex T.u, the storv of the progress in
llanchuria after the Ruisc~Jananz=se war,

Page 155

52 S, M. R. Finance

The authorized canital of th: Comnany was originally
¥200,000,000, of 'vhich ihe equivalent of ¥100,000,0C0 was fur-
nished by the Tﬂ*ﬂ“ g8 Iovermmernt by turnine over to the Company
all its property in railwxsys and coul mires and tneir appurten-
ances, which had been trerncferred from Russia by the Treaty of
Portsmovth. 7The otner hali wasz offerei fcor subscription to the
Chinese Covernrent end the Janrcnese and Chinese public when the
Company was formed in 1906, but this offer was not accepted by
the Chinese, "ith the necessapry develoe rent of its activities,
esnecially after the European war, tite Company in 1920 increased
its capitalizrs ion from ¥200,000, OOO to 540 uOO 0N0, The
Governrent aga'n increased 1ts h ldings by E::C_OO .00, or half
of the increszed capital, by taking over ‘hrie debenlures issues
which the Comnany head floated on the London nmarket: %4,000,000
at five per cent., L2,000,000 2t five per cent., and kS, DOO 000
at forr and cre- balf pe“ cenu. ianTGSU totaling Li2, ODO OOO
At the generzl meetirg held on March &, LQ%w, the Ir‘c:vr"p;sn’;r in-
creased its ﬂnp*fal { rom ¥4475,0C0, GOO x300,0C0,000, The
Government a2lso inecieascd LS hold ng J” 1**f of b¥ increasad
capital, leaving the octner half to the geiieral pub;iC.

The Company was origirally auvthorizeéd to issue debentures
to the amount of the vnneid sha:e canital beloreging to other
than Govern:ent hoiders, Py Irperial Crdinance No. 4, of 1910,
this amount ceild b2 in~reased %o twice the amcunt of all paid-
un share capit=2l, but could not ezceea the amount of the
avthorized capital.

The financial polii«zy of the 'owpany in the first stage
was to raise furds feor Its underzakings by issuirg cebentures
rather than by flcetine new sa=res, Finding the most favorable
market in Londen, fourr issunes of de upn,ures aperecating
£14,000,002 were "floated ihare in sucssssicn dvring the four
years ending Jenvary 2, 1511, Of thes2 debentrres, 12,000,000
were, as previovsly stated, tal'en over in 1922 by the Government
in payment for its holdines of share capital, arnd the remainirg
£2,000,000 was again taken over Dy the Government when the
first pa#ment of the increased capitz!l was called in 1933,

3
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Since 1917 debentures of the uvorw

H"l-ﬁ -

in Japan. The ceden uTe 1s3u2s

-

vp to March 31, 133 ,
¥410,907,000 had beri

sgevregac’
redeemec

Page 2

pany hawvre reen mostly issued
5w the !ast twenty-six years
2800,4% +,700, cf which

eavirz 5.£9,527,00

0 outstanding.
Page 158
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