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July 5, 1949

siv, ‘ .
I have the honour to forward to you the attached letter
of my Govermment, the 'Federul Pecplets Republic of Yugoslavia,
May T take this opportunlty bto renew the assurance of my
high esteem,

Respectfully yours,

/8] Joza Vilfan
Permanent Representativs of the I'.P R. of
Yugoslavia to the United Naslone

H;Ls Ixcellency Mr, Trygve Lie
Secretary-~General, |
United Nations

lake Success, New York
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IExcellency,
Upon the request of the Chief of the Milltary Administration of

the Yugoslav Army for the Tugoslaev Zone of the Free Territory of Irieste,
Mivko Lenac, the Govermment of the Federal People's Republic of Yugoslayia
has the honouwr to forwerd to Your Excellency, his letter to the Security
Council ag follove: '

"I have the honour to inform the Security Council of the following:

"Upon mwy ﬁroposal,'acting in the capacity of Chief of the Military
Administration of the YuéoslaV'Aimy for the ngoslav Zone of the Free
Territory of Trieste, a lo'an agreement was concluded on July 1, 19ko
between the Military‘Administration of the Yugoslav Army for the
Yugoslav Zone of the Fres Terrliiory of Trieste and the Govermment
of the Federal Pecple’s Republic of Yugoslavia, By that agreement,
the Govermment of the Federal Pecple’s Republic of Yugoslavia hae
undertaken to place at the disposal of the Milltary Administration of
the Yugoslav Army for the Yugoslav Zone of the Free Territory of Trieste,
 the amount of Five hundred million Yugoslav dinars for the purpose
of changing Yugoslav lire "B" (Yugolire) now in circulation in the
Yugoslav Zone of the Free Territory of Trieste and 1o secure a
sufficieht quantity of financial means for the needs of the Zone, The
Military Administration of the Yugoslav Aymy for the Yvgoslav Zone of
the Free Territory of Tfieste has widertaken to pay back the loan as
soon &8 it received Indemnity from Italy in accordance with Polint L
of Article 76 of the Peace Treaty,

"The Military Administration of the Yugoslav Army for the Yugoslav
Zone of the Free Territory of Trileste concluded the agreoment vith a
view to pubting an end to the abnormal situation which arose as a
conseguencse of the serilous violation of the Peace Treaty by the Allied
Military Govermment for the Anglo~imerican Zone of the Free Territory
of Trieste and by the Italian Government, Such a situation imposed
enormous damage upon the interests of the population of the Yugoslav
Zone of the ¥ree Territory of Trieste and constituted a serious
obgtacle to the econumlc develcpment and prosperity of the area,

"As 1s lmown, the Italisn Govermment is bound, according to Article
11, Annex VII of the Pence Treaty, to supply the Foreign exchange
- and currency needs of the Free Territory of Trieste until the separate
currency regime is established for the Free Territory of Trieste,

"In order to implement provisions of that article of the Paécé
Treaty, and at the roquest of the Military Administration of the Yugoslav

[Army
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Army for the Yugoslav Zone of the Free Territory of Trieste, the Govermment
of the FPederal People's Republic of Yugoslavia = as mentioned in ny

annual report, submltted to the Security Cowncil on Novenmber 2, 1948 -
commmnicated on Novembsr 23, 1947 with the Italian Government, requesting
that an agreement on the supply by Italy of the Zone with the

necessary means of payment be negotiated hetween the Ttalian Government

and the Military Administration of the Yugoslav Army for the Yugoslay

Zone of the Free Territory of Trieste,

"The Ttalien Government however, categorically refused to comply
with its obligationa lald down in the Peace Treaty, resorting to fully
wwarranted and legally untenable argumente as e.g. thet there was in
the Yugoslov Zone & currency in circulation different from Itallan lira
and that accordingly the condltions of application of Articls 11,

Amnex VII of the Peace Trecoty would have ceased, Correspondence on that
matter, between the Govermment of the Federal Peopls's Republic of
Yugoslavia and the Government of the Italien Republic has been attached

to my annual report cubmitted to the Security Council on November 2, 1948,

"On the other hand, the Allied Military Government for the
Anglo-American Zone of the Free Territory of Trieste concluded on
Morch 9 and September 22, 1943 the following agresments in clear
contravention of the provision of points 2 and U of Article 2k,

Amex VI and Article 11, Annex VII of the Peace Treaty: "Agreement
on Certain Financial Questions Arising From the Exscubion of the
Poace Treaty", "Agreement on Finance", "Agreement on the Provision of
Foreign Iixchange" and "Agreement for the Purpose of Implementing
Agroements signed on March 9, 1948 on Finence and Foreign Exchange
with Particular Refervence to the Commond of the Zone's Plan for the
Participation of the Zone in the European Recovery Program', By
these agreements, contradictory to both letter and spirlt of the
Peace Treaty, a Monetary, Customs and Economlc Union has been
created between the AnglowAmerican Zone of the Free Territory of
Trieste and. Italy so that the Anglo-Americon Zone lost 1te economic
and financial independence and hag virtually been incorporated, as
to economics and finance, into Italy.

"Mhe Govermment of the Federal People!s Republic of Yugoslavie has,
a8 1t 1s Imown, repeatedly intervened following these violations of the |
Peace Treaty, but all its interventions have remained wlthout any :
result whatsoever,

/

/"Referring to
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"Referring to its economic and financial obligations tovards Italy,
entered into by the abéve,-men'bioned agreements, the Allied Military
Govex‘nmén’o for the Anglo-American Zone of the Free Territory of Trisste
hag impeaed the free circulation of goods between the two zones y and
the Yugoslav Zone of the Tree Territory of Trieste found iteelf, as a
consequence of such unlawful measures, in a dAifficult economic and -
financlal position, While strictly complying with the letter and
splrit of the Peace Treaty, the Military Administration for the
Yugoslav Zone of the Free Territory of Trleste was compelled, under
guch conditions, to direct ite economy almost exclusively towards the
Federal People'’s Republic of Yugoslavia, Thanks to effective assistance
of the Govermnmént of the Federal Peopié's Republic of Yugoslavia,
detailed in my report of November 2, 1948 to the Secuvity Council, the
Military Administratlion has been greatly successful in prowoting and
developing the economic ‘life of the zone end of its population.

- "Nevertheless, the fact that the sow~called Yugolira, temporary
- currency issued by the Yugoslav Military Authorities in 1945, nas
continued to circulate in the Zone, that its quantity remained unchanged
and accordingly 1t weis not adaptable to the increamed exigenciles of
the sconomic 1ife, became a serious hindrance to the economic development,
so that danger appeared that the Military Administration of the Yugoslav
Zone might be unable to satisfy all the financial requirements of the
Zone, Furthermore, this has prevented any forelgn trade whatsocever on
the basls of the pecuniary sottlement, since the Yugolira, as temporary
nccupation currency, has not been and could not be recognized in
international relations as separate foreign exchange., .

"Such an abnormal sitvation, bi-ought about by the above-mentioned
measures of the Allled Military Govermment for the Anglo~-American Zone
of the Free Territory of Trieste and by proceedings of the Italian
Government, compelled the Miiitary Administration to seek an effectlve
gsolution of that vital questlon for the population of the Yugoslav
Zene of the Free Territory of Trieste, Bearing in mind the well~being
of the population Af the Yugoslav Zone of the Free Perritory of Trileste,
in the interest of the Zone's full econcmic develomment and of 1ts
~economic and financial stabllization, the Military Administration of
the Yugoslav Army for the Free Teryltory of Trieste requested the
Government of the Federal People's Republic of Yugoslavia to grant
financlal assistance for the purose of solving “this problem, in the
form of a loan, The Government of the Fedeval People's Republic of
. Yugoslavia has met the request and concluded with the Military

 Administration the loan agreement referred to,
: /"The Military
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"The Military Administration of the Yugoslav Army for the Yugoslav
7one of the Free Terrltory of Trieste ls confildent that this agreement
will secure the unhampered development and progress of the economy of

 the Zone and therefore ite proceeding is fully In keeping with the spirit
-~ of the Peace Treaty and in accordance with Paragreph 2, Article ‘11,
Annex VII cf the Peace Treaty,"

The Government of the Federal People's Republic of Yugoslavia
takes this opportunity to essure, His Ixcéllency, the Secretary-Gensral
of the United Nations, of ita high consgideration,

Beograd, July 2, 1949

P

His Bxceltency Mr, Trygve Lie
Secretary«General

Unlted Nations

Iake Suncess, New York





