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4 At the beplnning of the Allled oenupation of jtaly, »ll Alllied

net outpayments in lire Into the Italian oivil roonoay were dondldered as

shargeable to the mocount of the [talian ‘overnment. ™is policy was later

sodlfled in practioce in favar af the [tmiisn Governcent on the .5. aide

and thie ket Troop Bxpendlture focount was wet up. (The Suprome Allled

nouwsandsr in ols teleyram FL 47608 of © Getober, lU4b, to tie pritish Chinfs

of Ntalf, stated he felt UWint condidaration should be glven to bringlar

gritish pollioy into line with 7.6. poliey as [ar au the qunation of foreign ]
axe muge orodits lor net trogg gxpondlitures in lire 1is vonnerned ). Thum,
the present l”nlf,'l.l:m ia thmt tne 2. qovernnent stlll coneldere us charpge-
able %0 oroupation costs the coste of all goods and services procured 1u
Ttaly, snd the Britisn Jovernment considers as ahargeabile to vooupation
vosts, not only looally prooured roudn and services, Lhut alesc all urikish

and Nominion unt troop expendliture, as well az the exgondlture of thase
Alllied “oreoa whiah draw thelr AWM lire suppllies through the aricvish Army Imy-
matars, 2.g. Folish Army umnlied. he -rane overpiont's net lire expend-
{tures Ln T%aly for military porposes are likewlse proseutl; oinr;ed ae

cooupktlion onete. .

D heglonines with FAN 407, the ompnasis of the allied supply prograns
for ltaly lims shilted (rom the origpinal combined military responsibillty
foruula of "dlsease and unrest" to « series of pro reams lpoking toward the
rahabilitation of [taly. tt Ie felt that the aotion of the U,4. Jovermnent
in sstting up the Ket Troop Exponditure Acoount ghould be esxpunded to Lt
full logloal developsont, whieh would be to bring the "oocupation somta”
regine in Jlaly to an sud, and 1 1eel that 1 Junuary, 1046, \a an apjropriate
dinte for such motion to becoms effectlve a8 it marks Lhe bozinaing of the W
fall THRIA progrem for Ttaly. [t 18 considered undesirable Lhat JNKHA funds, Y
U.hhe Novernsent funds, or Ttelian forelgn sxchan v eredits arisin: out eof H
romittanoess and exports should be used ta jFooure supslies sbroad whieh,

shen lmported Lnto Italy fer full utilization in the elvilian ecupouy, Are
withdrawn by the Allled Forces on sn recupation ocuts LAGie uader Armistioe
powerss Although it 1s recognised that the drain of the Allled Armed forces

on Italy is sveadily lessening, due to redeploymont of treops, 1L 1s neverthe leas
felt that these supply programs should be allowsd to zake tGhelr saxisuns oont-
ributicn to the rehmbilitatica of the tallan eccnomy. 't is manilestly
{mpossible to athesmpt to dlmtingilsh betweas Lhose Italiesn prodipeta into

whose production imported supplies enter, sud thuse without lmportec supplies
componrnte . ror exsuple, the effects of coul and §.U.L. extynd tircughout

all parts of the Jtallan nivllian esconouy.

’ . i
L [t 8 recognised that the resomsendation made 1la Ehis 1_-t-!ﬂf{ :L;]' W
be more faverable to Italy than the contemplated finanelal and Lookkeeyplng-
affset tarms of the proposed U,8, Clvll Affeire Agrecment, daslrned Lo aooomparny
the Peace Treaty, which im its turn was less unisvorable to Jtaly thanm the
propoasd British Civil Affairs Agreement, but it is submitted tiat the present
resomsendation 18 more in line with the gemeral polley propcaed
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ALCOM ROMY
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CnERTIAL
ﬂ(ﬁuul}u‘i a 5% .

CONFLODENT LA L.
‘G3 have directaed that AVA be tranaferTed tTo AFHO but

7111 remain 1a KOER on detached duiyss dhie! Fipanciel navisors

.

A11imd Commdsaloen will continue te fegutiate the ocurrency

aereawent an called for in patm 17 fan S84, !
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AEADCQUARTERS ALLIED OUMMISS TON
APV 34
FINANOE SUB OOMuMISSTON

Lagd2 /T ¢ Junuary 1944
SUBJECT @ Ourreney Agreement (FAN B587),
TO ! The (hief (otwmiwsioner,

le This morning at 11,00 AM Ool, lHenepade, LV,00l, Timsons and E
Ur. H.J. Tases, V.0, Treasury Repressnintiive, mot with Ninister of the £
Treasury Corbino and Directer Oeneral of the Denk of Italy Introma $o ]
discuss t}s curremey agresment proposed in your lettsr L3248/F of 1

November (eopy attnched at Tad "av), ; m

o Be found Minister Corbine hoth fully infommed on the guestion i
andl obviously dusirous of bringing the nropesed agroement %0 mn sarly i
sonelusion, We encountered nome of the dispoeition to haggle over shall 2
and unimpertant peints that had sharasterizsd our dlscussions with Rieai, i
Corbine's prededessor. The Banes 4'X%alis hed aprarently givem way om
& nimber of polnts to whioh theay had ohjeoted in m meoting on £3 November, )
1945, and in diseussion we worked nul a satlafestory method of moeting J
Introua‘s ehief poind, thay of the mecessity for full informstion to the d
Banoa 4'Itslia o outpeyments of AN live the Allled Commission (%o -
the Alliod Asmed Forees for troop pay, ete) after the date on which the =
surrensy ezreenent eaters inte foree. uf

3 Miniaster Oorbino soneluvdsd ihe neating by saying that the

Italian Treapury would Asoept the agreemsnt and that he would prooe sd
$0 prepare a formsl reply to this effecs fram the Presidont of the Qown-

oil of Ministere %0 you,

| |

L4068

Director,
Finanos sud Oesmiasion.

Gopies %ot U.5, Embanay (Dr. Tasea)
British Embassy (Bir R, Neewerthy)
Fxeeutive Omnispiomey — ™ |
A/Yiee Presidens, Teonomis Sestion *.
Y 0-8 (Finsneinl Adviser), AFmg
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L32he /D i ooamter LYLY
QEL 44!
|
iy dear ¥r. frime ¥inlgter: i
Ls { write with reference Lo my leliur Li2h2/F of 1 Novanter,

1945, to youn.

2 i8 oromimed in paragravh 3 (o) of my nbove man! fonad letter,

I am non able L0 advise yom nd 1 tiva landod aost of Allled Uil llary
I . s L]
lira ourrency. f have baen infors=d by the Comblnad Mmiafes of Utaflf

that Lho averzss landded copt of 1114ed Wilitary lire notas, whilah

inaludan orodmation and Srananorial ion goates, 1A 11.019 par box,

e nf AN Live netee ocnNAlnNl 15y ntes in the ocenominstlons of
1, 2, 5; or 10 lire, or 32, notas in ihe dencminntions of 0, LA,
l__ J ._, 1 lirfll

& g’ T ¢ m
Qear Adsiral,
thinf Cosmipzionar

*aa frogident of Lthe arierll of Minlateras
Italien Oovernment i

P l& :j i' J

donlaes top U.o. Imbeassy (Dr. Tesce)

hritish ¥mbassy (Sir R,Vosworihy)
raegutive Oomeisslionpr --""'"'_l"'""
A / Vioe Prasldent Roonomic Seotion
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e RESTRICTED |
X 24299 ':'.-"f ¢ 30
HOY 241217 A ROV 251510 A
INED QACMED A !|

A O AR FOH e POR OOAC TN?0g CABINET OPPICED WHITEHALL

FOH BRITISH CHIEYHS OF STAFF USFET MAIN ALTOM ROMKE

HETTHICTED.

[trlian extarnal insurmhnoe Lranencs Lroligs
thim 18 mat 99%. Following is ppesent position reiallive

to requirements laild down in tanm 417.

‘) An adequate Italian foreign exchange oonirol 18 now
runotionine and tranpactionyl correpspondence of all types has

baen authordized for LTALY.

2) The ltalian Government hus adopted nnd punlished the

( LY prooclaimsed and statutory lisis.
} o

3) The hea I offives of all ltallan insursnce uumynuii?‘h{“
are now under adequate control are either the liallan Gove e
mant or Al and defasclstution of coumpanies han reamched a satis
afactory stage.

4) In vien of the ahove 1t 18 recomended that the prior
approval of Allied Commdmuion for guthiorizetion of external
rdnencial transaction, as laid down in paragraph 2U of nan 583,

need no lonrer be referred by Italian exchange sontrol suthoriti

| AC DIn
H INFO ACTIOR "INAR g
INVO MILE COMMINEIONEN

; | | RESTRICTED EX COM
: RCON SBC 2
Yrpet M s
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122424
: 1 Novarbhoer 1905,
NOV 2 194
SUATEOT : Ploonedal Directive 1toly
0 t plotribution bolow,
) P Horowdth, for your infonastion, ds/oxe r_:t.;.uy}ff:ur;lu!: of lettar 13242/¥,

deeted 4 Noverbor 1945 addrosocd to.the Prosidont of tho Counell of Miidstora
by the Chilef Commalsslonor

24 This nosfndontion dn bosol on paragropha 13, %, 15, 16 aaul 17 af' PN
S and follovn lottor 133 ?,.f"'i*"" of' 16 July, 1945, fran the Chlel Cainmlasioner
to\tha Prosident of tlw Co L off Jnlgters

¥ .':‘C"r/},-'( PR ; A A

E-.-:.Ijlll .r.r_H ulllJuf_:.:..:' I_:".'i'llln'j‘l'
Dircetor,
Plnor f:'-l.u+—{}.t13.:’l.:1u.h'-tu_

e e w ] el gin oab ol L

DISTRIBITEON
e aludinecr Kink, .Jdaordean Embns:ay, law,
dix Hood Charles, Dxitloh Bebeoay, oo,
Rroautlvo {:.ﬁ.:.;.'u.tr-lzi:-..;rr;*, 4
POLY t.’..t"'l'l.:l,..ﬂ'\’i!!tir’ I [
Yolitionl Avibar, Eﬁjl

Mring Vioo 1"1‘1..-;‘.11L_;1‘|t' Hamn, Soction,
G=5 Svetlon (Mawvieinl Adviser), AR,
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HEMOHAN DUN; ,
™ 1 Egonomio Yection (Attention Finance Gubcommisrion

1. Hleferapce is made to AFHQ cable FX J008% of 1 September 45
addressed to rll HAT addrorres regarding currenay conversion.

2. Could this offige be informed of any new davolopments in
coenneotion with any negotiationr on ourrsnagy agresment?

b
Chief Sgaff Ufflcer
To Exsgubtive Comminsioner

\"
osh Lol
o \ 11" f
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The 7residsnt of the gouncll of Minipter

L6061 ey 19 11 Rome, 4 oeptembor 1945
pear Admimml, [ (4 )

it
le Ry your ls$ter of July 188k, n. 13RLE /P, the Uovermment henrd with grent b
patiafuotion the sotion taken by the Allied Govercsenta tu gront groaler filpanolal 2
sutonomy to the Itelian adminletration in the rield of finupnoda] activity. gJuaoh i

regulationn, import nt in themsalven, &re craatly appraciated the more so o8
they show ti e favourable disp witions of the Allied Wotions for & gredusl normal-
izution in sconomic relationm.

2, The Itclisn goveyrnment ecknowledges the nommuniontion that the intarvoullion
af the Allied Cummission in matters eonoerning tocep und in intornal flonnnlel
questions is now llmited to the arnal whioh involve nllied milisury requiremants.

The yovermment is nlso most La py Lo be abls to @ount on tho offer of advioe !
and collavoration of t.e Allind Qommivajion on suoch mat ars, of whiaon 1t will
avail itpelf on every oooumliol,

4o In pelation with tue eondltions thmi gO with the mbolision of the consent of
the 4.0, for fipanciml operatlions sbroad, we mssure you that the Minister of
rreaaury will gonsult %o Allied nommisnion bofores authorizing She upw of 1talian
funds abroad for the paymant of debte mnde before september Hth, 1%J; in the
pamt way, evary initintive for pebtling 1tolian olearing accounta will previoup-
Ly ba disoussed with tue Qommission.

we mlgo inform you that tie Ministry of Treasury i willing %0 issus the
negessary orders for control on finaugisl operathons uade abroad by Italisn
insurancs oompanies, as soon as the yenge of %hi. gor:trol ks been oleurwd up
thanks %o the informntions we shall ask %o the sllied gomminssion.

L« The Italian Government also agreas ‘hat;

through tha ahvnmol of the (‘inistry of Tresoury, the Allied commisoion i
to be informasd of the metion whioh may be takon by the Itnlian governmont or by
tne orgenisms whioh depend from 1%, about tle use and sontrol of Italian funds

broad an b
ta ¥ r:!,":.id

th Allisd Qommission A8 tO recelive every fortaight a npuﬂ on the forelign
transactions with foreign countries, iu the required fom ond with the rejuired

ﬂﬂlﬂuhﬂl

jdmiral Kllery W. 3tone LG, Didatrdbution 6 Sept L5

ghiief cOmmieslonar LA Ll
3 -' Allled Gn-lllllﬂll Aotion: Flnanoe 5/ (2 |
R aAos< Int'v: (hief’' Coamm
7 ﬁ xed Lodmi /

{ &"11:“"['“_"!: . 'C tn O -J.l{."}.ﬂ‘t.l"

e / e TN |
. - AdAistribution |
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s The eresution of an offios for an effiencious control of forolgn exshanges 19
now on meeomplished fmot, hecauss of U, L, L, 17 way 1945, n. 551. The J%alian
gxohonge offioe, ereated by this regu@Ation, bLegan in faod ita movivity on August
Ond. -~ The panks asking for or aopneaotad with She Lpaning institute (Istitato di
suissione) have also beon notified thnt the Bdnotary regulations lesued up Lo now
pemnin fully in foree aud are Lo be striotly observed; modifiontions for a simpler
andl olesarer rmigulating of the maetter are to be studled Ianter on.

Le The gommmission knows that nde un®s action 1@ DELILUE tnken with the Allied
guvernmenty for what oonoemns Tis sation $o be taker to auncort She initivtives of
00 nomio warfure) in any omve, when the guesation is molved on gensral prin-
aiples, the Minister of Treasury,will contect the british and American jmbnassy,
to sstablish the way of coliaborating to the program prepared, 1I the end of the
war hnantt made it pnoeensary Lo revise 1%,

7. 1 have no aiffioulty in assuring you that the Qovernment will exeroise Sie
greatast surveillahos to sa® that no payments are m de to undesirable pesrsons|
the yinistry of Treasury will come to an agresment with A.C, sbéut the eategories
of persons that are %o be ingluded in this definitir.,

1. 1t ressine understood tuat payment from nsuf.ml sountries will gv on taking
plaoe through the banks of the United States and great pritain, until) regulations
to support the alms of the Allied governments for economie wvarfase are enforqed.
we trust shat the allied side will nob fanil to make Shings easier for us, &8
much us posaible, to bave the snforoament of this system corried out without
ad.ing new burdens %o Itulian economy, sapcoinlly now Slat the war is over.

g, wWhile we soknowledge the asasing of the survel | lance on the agresments wikh
allied and nsutral oountries for the finanoing of foreign trede, We ABSUTE yOU
that the funds ooming from sales ubroad will be exolusively reserved for the
sain payments depending on our import reguireranis, the maintenanse of our diplo-
satio and consular agenis, millitary pxpanses, navy and %he like.,

10, 1 also agree that tie rights of the Allied governments as fwem the armistice
alaupes, about Italian properiy (ebtivita’) abroad, and the lagel position of
[talian property in allied gountries, should remain unaltered. ‘) fj 9 f}

!-..-

yeliove B8,

yours truly,

s, Jerrusceic farri

trens. /0
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gtrong posaibllity Itelicen Loveruwe t may undertsko ourrenoy
gonvacrnlon in Ucteher. Ui onglder mnegouti.t P on currenoy sirvenont
diracted by W335 mhould begin avon e poesiiie slnoe probubly wil 1l reguir
asnaln r Quuap @l e nordingly urgeatly nesd repllem o v 4

1l 975 vlao wiah inform ou Us3. and British Sapbasaleg nave

i 3

‘not rensid ! ted notew Lo Italian CGovernaant [].-ﬂ.l"m‘! 12 and 13 N 5813) .

duy negotistione oa currency Rgree ent be undertaken without walting for

“ue

pragonta tlon twe notem.
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ALL MAT ADURESTIED INFO ALCOM ROME "
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GROTET, d

(This 1 AT B7S)

Form of cur¢poy agreemeri under pars 1) of ¥AN 503 1s being comsidered wiile reply
o Mar 896 and deldvery of diplometie notes por pare d5 ure nwalteds Question orises
vhether fechrdenl rogulations ir theafer relating %o AM live should be sarried over intnt
agreemont, FPor exampley; should Itelian Oevermment be requirved to releem counterfeit notes
fcd exehange four AM lirve notes for Chief Allied pay services, destroy defeetive notes,
eto, Preoumably Itelisn Govermmeni will prefer own regulatitme for AN lire and in any
onee couversien to new cwrremey is stheduled for Movewber, Lud unless sdvised %o eontrery

by you, w siiall endoovour include in surremsy agressant such Seehnicel regulatlions as

&re considered sasential to Allied pay serviees. 0 LD %) .
Fie
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. ROUPINE
'R Y ) GIGERY AIEZXANDER CITE FWHGEG
| O ACTION ALl AT ADDRESSEES INFO AICOM ROMS | JUL 2 61945

—SS0NE,
MWAT 836, Reference FAN 589, Finsnelal relations with Italisn Government,
ls Itellen Goverrment hes besen Inforued of contente of FAN 5079 end implemnting
stapn Lelng tellon exeept for poras -i.-!i:urrﬂnn:r witich swalt notification v emlaisios
an por pera 15 end clopificstion ne requested below.
J« Report requested 10D being sent neparate messpge.
5+« Coneiler it desirsble inform Italian OGovernmont of cost printing end
transporting A.M. Lire in ccamection eurrent reimbursesent per pera 14C. (A)
Advise urgently landad ocost per box esch demominatiom of A M. lira noutes ineluding
sny inthester handling by "D vehiclea. These dote would te incorjorated in
sgresmwnt (pee para 17) wish provision that end each memth ocost of A, Lire made
available will be reimbursed by debiting sppropriate pont liberstion blooked AY
secount of Sanea D'ITALIA. Flease confirm shis procsfiurs goceptable. (B) Intexrpret
phrase "made gvallable” in 198 snd 14C to mean physical transfexr A.M. lire to
Italian Government or its designeted agency or issus such Lire by U8 on itas behalf,
Hanoe oost of unlssusd AM, Lire retained by us in roserve would qntiz J-imlau.rl-ﬂ

by Itellisn Govermment prior to imsus or physical tranafer to L’I-mrnr:-llt. (G)

Bot olear whethar current reimbursessnt from Italisn Oovermment should be

requosted for ocost of AJi, Lire issued omnly to meet needs Allied Foroes per pera 19,

or slse in counection with insues fer following which are all for Italian purposed

or non-military responsiblitiesty Furchase of supplies in ITALY) ex
' .J' b
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atoring and hand ling oxpertn, impats, and loeal supplien; sdvemons to ltalioan State

Treasury, armed foroes, state inatitutions, provinoes, commines; peyments ohargeable W
to Italian state enpeosing refugees, ote.; AMO/AC expendf Lure, Tl

4« I® cost of printing A.M. pontage stempa for later settlemsnt or should 4¢ I
e reimbursed now, If latter, please alvise as to landed cost nnd whether only cost
af thosn issusd is $0 be reimbursed. Only appreximntely 15,000,000 Lire out of
totel 109,000,000 wers taaued to Itallan somt af'fioe,

‘e Oomolder estal 12shment Lire mecocunt po longer nevessary and our purposea per

MAT 257 met once Ttelian Govarnment egres supply without relsburpemsnt all Iiras

currendy nid oredits peednd by lled Forcen under pera l4jA end heve acsepted \
Tasponeibility ms 1ssuing authority for AN, [dre. The sliis Foroes ore paying

cesh for eurrent presuremsnt where nom payment would work undue hardship on supplier

or laperil o ontinuity of supply. Allled Force unpsid reuisitions are now being

trunsalitted regularly to Italisn Government for Btilement as 1t ocnsiders

fypropriatss Requirement of setting up Lire ascount will make negotistions

currengy cgresment more diffiomlt, md Allied pay services wish avold ohange in

ircoedure for hendling Lire at this late date. If you sgree, plecse inform us

aoonent in oxrder that negotintions SuITenay agresmemt may begin,

INFO: Ohdof Comalng!mmer 905 :
Ex Commispicner 2 i e
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13 July 1945,

MEROHANDUY W Bretgadier woaffteyr-Suith, Jotint DNirector, | 14
Fimanoe Sub-Commdestion, | :
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4. FAR 587 requires certain notifications to be sl
to the Italian Covernment, as was aleo done, you will recall, in

L case of FAN A48T through the medium of the Haordllan Alde
Kmiolre,

2o I balieve the cumwnications roequired to be wade
to the Jtulian Govermment under FAN 583 should be sisdlnrly handl ed
ot my level, and T should be grateful if you would prepare elither
an Alde Memoire or u letter for my signature wiiich I ean del iver

to the Prime Mirdeter, amixl porsibly the Mintster of Finanoe as
wall,

1T 415
|

BLLERY W, STUNE
iear Admiral , USNK

Chief Comm{ssioner
Uopy tor Exea r’4:-l=m'rl'/
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FINANOE SUB-COMMISSION |
13202/¥ 12 July 1949
| Rol%e

SURJECT: Paraphrase of FAN 683 dated 3 July, 1945

TO { Ohlef comrissionaer,
19 Allied Oommisslon.

1. Attached fior your information is & parsphrase of FAN 543, dated
3 July, 17hS, which is the long-awaited "financial directive", supyrlementing

FAN hB7.

2s You will note that this diractive {s ot as comprohensive as we had
axpected. It addrosnes {tself to two main problems:

(a) Italian external asseis ardl foreign exvhange transactions

(b) The currenay and sentral banking functions of the Finance
gub-Oomuisaion, which have been aarried out through the
medium of the Allied Pinuncial Agency Hub-Sectiom.

the directive merely confirm aotion we have

3s sgveral paragraphs of
alroady taken. For exasple, &8 yegards pare 7 we ¢ su) with budget and
reverna tions arising in Italian ﬂn'l'lrm-li territory only when they

que
{nvolve Allied military naoaosity.

tine to ‘Hﬂ, P
Italisn foreign trade

gncls Gopy of Paraphrese of Fan 53 (Oopy No. 1)

Gopy o1 Executive ol gsicner }ﬂuw No. 2) Y

j / gir Righard Hosworthy imw Ho. '
5 ,' Mr. Teasoa Gopy Wo. 6
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Italisn Govermmnt,

1J : Fimanon Tuh-om lagiarn.

T

/

Purther to this office letter E5O/50/%0 of 9 lnreh
195, the following Lo extractod from the Tnutes of SAGTO o
"olitical Confervioe held on 16 Maioh:

Mimute Mo, 2,

"CUAOY REVONIBLLITIRG OF THR TTALIAN COVERmaneT,

B . JE CH B o ol e T e B & e o e -

(Previoun reference A (P} (L5) 2nd Meaeting, “{nute G).

BRIGADT Gt (@THRAL MACIHTIER reported that no Mirther detnils
wors avallable regarding the precise statesent mads by the United

tatea Caoretnry to the Treasury reparding the redeqption of tho
so=onlled "invaslion curranay™ in ITALY.

THR OUFRRME ALLI™D CONM \MTEH

Yook note of the above, "

908 ~ nveLy

Chief taff Officer,
JO to the Exeoutiw Comnl 2 L oner,
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the following draft is to be subetituted for that attached tc letter of y/
@ 17th March, addressed by Rrigadier General SPoffard to the Chief Coumissioner
en the question of reer” ‘sibility for A.M. currency. has been agreed
By Oeneral Spoffard anc .r. MacMilldn, and is to be ocme.sered at the Politieal
Meeting which i# to take place at AFHQ tomorrow worning at 10.00 hrs. Commonts
by telephone are required by thie afterncon or firet thing tamorrow morning, elther
to (General Speffard or to Commander Southard, depending upom which level 1t 1s dealt wli

with hera.

IR N [ T T ' T ria R rage———————_ % ¢ & & T N R ] . e R o

References are those mentioned in the draft whioch the following superoeden;

e At the time of despstoh of MAT eisesss I found it diffioult to give

any ¢lemr reply on the broad poliktiecal effect of entering upon negotlaticns
e

proposnd in paragraph 1 (e) of pﬁi-gr-gh---.;..- Stme of my adviasora felt
that, sainos the acuestion of the ultimate disposition of A.M., llre was cbsoure
in Italian minde, there was & good deal to be aald for not disturblng this situa-
tion whioh, to some extent, was ocontributing to interpal stability. Sinoce
then, however, the technioal position with regard to A.M. lire has besn mnde quite
olear and Jtallans generally must be 'enmJ;Jﬁ" to recognite the necesalty for
absorbing the currensy with thelr owm.
2o At tho gseme time, tho Itallens no doubt hope for somn financial support
fﬁfj‘igr- the conolusion of huntili-ﬂm:;} Thie 18 & matter of high financial polioy
upon which decielon must clearly be taken st an intergoveramental level, more
ospocially as the Italien Governmwent has now formelly ralsed the issue in thelr
moporandum of 9 January (refer MAT ;::fj; of 2 Marah). '{Dur reply to this

.

mfmorandum may officlally dispose of the question of dollars/sterling reimburao=

wants and open the way to negotiationm on ourrency responsibllity and issue. In the

meantime, therefore, ] do not fesl that any further comment of mine 1& neceassary.




. A Al

) laaaified E.O 12356 Section 3.J3/7HND NO. / 5 L
i ! ™ E . |

—_—

%RE] ;m-.lh“- pd O |

A iy £ Lt
»

ALLIED FOmcr i ADQUANT I >
L=3 SECTICN ,
ATO - 512

17 March 1945
SeCrot
File: G-5/100-]

Sul jegot : IToposal to

trutiafer CUIrTency roesponaibi lity to
GOVerpment .

the Italinp

T'o I Hesdquartors, Allied Commingiog
(Attention, Lhier Commisasioner ).

Le e have fecelived, in PAM 49E of 14
the Comblued Chlefs of Starf to oup requost

Atatement made in Secrotary of the !lovaw
s Appropriations Commi ttee on tlie ubove sub jeot, in conneatlion with our

consideration or paragraph IE of pay 445 . The Lombilned Chiefs of Jtufy

i 1ty reply went nn further than to luform ua that an offlciul asum
hary of the toat imony had L 1) I'orwarded Lo the 1, we JOlibicnl ..".;li'll[':r,
and thut he would alao receive g Copy cf the U, 4. Trospury pross re.
lepsa of 14 Murch on iuvoni

“H CUrrencliens. Ue have peen A former
und hove sent a copy to the Flnance Sub-Commisaiorn.

March, the reply of
lor clarifiontion of the
Llie Preagury Oorgenthay teflore

2. 1t ia Considered desirshle Lo present o draft reply

to I'aragrapt 1E of Tan 445 at the next meeting of the iolitical Com-
Mittee., There is attached lhereto a COPY Of u neaw draft whiloh beta
forth the eurrent viewa gid sltuat ion an the; appenr to us. T nhould
U Proclate having the remctions of the Allled Comission to thia drart
Ha moon as pops ible, In opder that we may jroceed with clearin: {t in
thila Headquerters I'Toparatory to prosent ing |t I‘.;I“. Liie Comul ttee . g §

None your coo Monte ' wa way nave tira, I‘\_

b 'S/ﬁf“ £ -

CHARLES M, SreFronp,
Brigedier Cens ral, G.s8.C.,
Assistant Chiof or Stafr, G-5,

JOU Tind 1t posstible to telegg

".i ' :',.- 'I-'"
I'H;:.."" v,
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Para two., T would, of eaurse, be reluctant at this Lime Lo have any

nepotliationa undesrtaken with the Itallan Goverinent #ilch may inarease political

| -

extont negetintions leoking Losard recopnition by the Itallan Goverument of Lta
gurrency obligations mixht have polliticil repoerdcussions severe onougl to

ntributy to Liw downfall of the present Goverpyment, or as to uhwther 1t would

*ENSg poroe 1ncreased megasura of inflatlon,

]
—
il

Pard thiresa. Toaking the ubove oonsiderations lnto account,

roafraln fron making a4 recormendation on the wisdom of nepotiathy tth Lthe *

Italian Coveirnment at this time fn pespect to its curroncy responsiblility. The

matter ik cne aof the highest flaunclal peolicy, on which declslion shoulc be

taken at Lle inter-governsontal level, I also have in mind that your reply t

the Itallan Goveryment on ito meorandum of Y January (mfer MAT 568 of £ March)
may diapope of the guwestion of doll ::',a':-'”r‘lir:,a.’, relmbursament and opan Lhe ay

weotiations on currency responsibility and 1lssue without undue political and

fintnecial reporcuasions which might adversely affect the military slituat! 'TR 4 -1
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ef's L6014 /0, 9th Maroh 1945,

SURTHEOV:  Currenay losponsibillties ol the
Ttaldsn Coverzumnt,

T 1 Miranoe h-<Commdsalon,

.;3 {;1

1. Paforence Paper Ju, Ga0 (V) (AD) 9 of &7 Februnxy
1945, vogy of which vas passd to jyou by thiv office. W &

2. |lerewdth for your informwmtion extreot frum the

rmtes of SAGED's Politioel Oonf'orence of end derct: 1045 at
whioh thio paper was (Lscusedd,

| S |

i L

AChiel" Staut OfTloes,
/G, to Ll faxmoubive Jodsselonar,
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FA 33055 /127
FEH 242000 FEL 2509904
FRIOKITY
Jp b1 AFHG SIGNED ALEXANDER CITE FHUKD FER @ 5 1445
'+ JQRAR FOR COS FOR LCAC [} RATED FOR DFOIMATION TO AMS50 FOR BRITISH CHl i

OF STAFF AND o COMGOR Vil tTousa AN HG ALGOH

i INFORATIOR INLY

nater TAM LLS thin 1a MAT EDL.

rroposals for modifioation of us/UK finenolel relstions with Itallen Oovernmnent
ip subl ject,
1, Your persgraphs LA, sndd 1C relating to functions of AFA.

s. Finance SubCommission (inoluding 4¥&) is in process of ridding iteelf
of finsnciel operstions such &8 montioned in pars 1A of referencs, but some months
will be necessery tO gomplete Frocess. Cerlein operstions auch se clvilisn supply
and fipsncial mocounting, finsncing of AC/AMG mnd Advisory Council, munrt be
continued by AC and al'e in sddition to thoss stated in purs 1C of raferencd.

b. AC hes been working toward gosl of termins ting eontrol over Itallien
axternal finsncisl tyapssctions, and in sagliating Itallem govermeent in devloping o
moehlipary of exchange gountrol so be opersted bY Benos DN'Itelis a8 pgenis of ftreasury
subatentially =8 ih period 1917=191%, The axporience and probity sasenticl to
sxchange control kre pot resdily svallsble {p ITALY wt this time. Jome of the
sxperts are {n Cermen-controlled ITALY and meny of those gho remainsd Lehind are
suspended and sweiting spurstion hoaringes AC 1@ andsavoring to sxpedite the
hesringe in the hope af obteining = acrpe tent nueoleus but has 0O prcqz% Sgh

sonaldersbls caTe. Iz the meantime neither soverment nor publie heve mado any

reguest Xpown to uas for sgoslerstion of dule whan full respons ibility for axchange

v o BT, F"*

o

i}

o
— 1
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control would pwse %0 Itelien hanis, Fremsture trungfer of such control mey result {n
vasting of slender toreign exchenge rescurces of Itellen Covernmant by luproper or
imprudent mensgemsnt, to dissdventege of Allied Governments which now or in future ure
obliged to meet ninloum essentisl foreign exchange needs of ITALY, In this connection
you heve urged (E.0sy TAM 176 end 198 and TAM eirgrem 2l}) necsgsity for axercining
contrcl not only in operstion of pont-liberstion scoounts in US end UK but aleso of sll
trensactions in ocurrencies of nesutral countries.

Ceo +FA munt continue to provide en sdequste volume of Lire currency to Allied
foroes In ITALY regerdless of their loostion with reference to Itelien Goveriment or

AWMU territorys Thersfore whepever Italisp Oovernment sssumes responsibility f(or all

=

curreacy /FA should elther Arey currenay from Uoveroment or recelive currency from
Overseas #8 we ressut for scoount of Itallien Covernment but for militery use. Moreover,
after shift to non-mllitery ourrency is made, AFA should retein remeining stocks Am Lire
and heve right to use them in emergenocy.
¢e In view of abowe, trunafer of AFA to AN§ could not be scoocmplished for some

moptine sod sven them such trensfer would necessltate orestion of mpother section in
Finspoe jub-Comulsbsion to garry on some of AFA's present functions,

£¢ Your paregreph II' is noted and concurred in.

T Your pursgrephas 1T spnd 2, Our views on the underteking of the propossd
negotistions will follow im snother messnge.

e TaM L45 deals with only pert of wider problem of giving s grester messure of

responsibility in finanolirl setters® to Itelien Government., As i nr.mc'-rr? AW 'Ei
2340

I.j ¥

1 varying degrees betwosn oontrol snd sdvice with meuy other sreen of fingnolel operations

A such as following. Until other wise instructed you, AQ will continue its presemy

4 OGRS 3
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aotivitior 1o thene arean,

. AC sssists Qovernment in control of expenditures and must bring pressurs

at times on Covernmant to prevent breskdown of communiocitions end other services

sanential to Allied war effoxrt,

be In flield of revenue AC works with Government in devloping new nourdes an

improvensnt of collection tesohniques, reduction of cecllection goasts, s incressel

efflolenay Of revenus service,

ce Works with centrel Government scoounting guthority in effort to meintain
close check on expenditure, budget Ueficit, snd disbursement daf'iclit,

d, &+C and Uoverament ere cocpersting to :1;.11111, sbout nurmal operstions of
domestic insurence, but AC is retsiming ¥ght control aver {neursnce interssts abroad
as Tequired by TAM 417,

o In sonneotion with Froperty Control, AC in sbsence of detelled

instructions from you, has sttempted (o consarve property of Allied nstionals in

1T.LY and to make suitsbls arrengements for trensfer of reaponsibility to Itallen

governmont. x *.ﬂli
L -.\*I-'h."!{';‘}? | j{:
LI
“).l“M-ichH; Fipanoe 8/C
o9 : D0FC: A/Fresident
As W2 Chief Commissloner
% PR A exacutive Cosmissioner
( it o Yoon et
i

) File

R o
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Aritish Embasny

Home .

127/25/45 13th Fobruary, 1945
F t'.lJl i o I-:.'

My dear Admiral, _

On behalfl o the Ambanandor, I write to thank vou for your
letter (11,049/85Y of the 5th Febriuary in which you sent him the
Allied Commission's commentn on the It-llan Forelign Minister's
financinl mamorandum af the 9th January,

2. I have Lelegrnphed the substance of the Comulassicon's memoran-
dum to the Foreign Office, with the recommerdation that some agreement
on the aubjisat miat be urgently mnoclied between the Governments cf the

United States and the Inlted Klngdom Lf 4t 1a to be of any use to the
Italinn Govarmment in comnec!ion with the liberation of the MNorth,

Baliave ma,
Youra alnoerely

,-"’11" H.L. Hﬂl'lm"rrthv-

Henr Admiral Ellery W, Stone,
U.3.N.R.,

Chlef Commisnioner,

Allled Comminsion,

Roma .

i
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MITED STATES Jolislesl Mviser hos reguestod odditios of fellowing new
puregreaph after poregreph & of dref't e-ble reply %o TiM A4S sgreesd in your offies
lead FPridey:

with reference %0 peregrophs 4, 5 end 6, guite sside from teshmieal capsote, ..
slitier]l sdviner feels that in view of the pudilic stntessuts of the Itslisn Covernmsal
the megotistions propoced in AN A4S will eame s somelhing of « tlesppointnent but
insb neverthaless, wedghing mll factore end teking Ante censideretion the lomg rao

si tustion, be sonsddezs thet 1V s desirsbie o undertake the jropossd negotistiom sod
,

L]

in coomumienting bis views mare Mully S0 “A HINGTON, - .
te sre sdding ads paregreph In crder %0 obtadn necssasry esnouwrrences st N,

L
JATIW: Chlef (Cowslasioner

b -'l:'?j INF ‘JF_’-.“
a<pV . hiefl b-l-hnli
*" E’fhih i! ".
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