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Sir.,

I have the honour to fo::'\·rm'Q to J'01.l the attached letter

of m~l Govel"l')ment j the Federal 2eq)le ' 8 Hepublic of YUGoslavia 0

Hay I take th:Ls oppurtmlity 'to 1'0n8'(" 'thEJ assurance of my

highesteem$

Respec-tft:.l1y yours,

/si Joza \Tilfan
Pennanent HepJ,'esentative of the FoP IR ~ of'

Yugoslavia to the United Na~ion8

His Ex:oollency Mr" Trygve Lie

8ecretary~General

Unitet\. Nations

Lake Success, Ncnr York
IExcollenoy,
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Excellency,

tlpon the request of the Chief of the MiUtE·J.'Y Adm:lni.atration of

the Yugosl'1v Amy for the YugosJ.av Zone of the Free Territory of Trieste,

Mil.'lco Lsnao J the Govormuent of the Fedel'B.1 People's Republ:l.c of YugoslaVia

has the honour to fo!'"Werd to Your ElCcellency, his letter to 'the Security

Ootmcil as follows:

"l have the honour to inform the Security COlillC:1.J. of the fol1ouinS:

lIUpon my pJ:'oposal,. acting :l.n the caIlacity of CM,ef of the Militery

Admin:l.stration of the Yugoslav Army for the Yugoslav Zone of the Froe j

Territory of Trieste, a loan aC,r'oement llElS concluded on July 1 7 1949

beti-leen the Mi1:l.tary Admjnistra'bion of the Yugoslav Arm3r for the

Yugoslav ZO;.le of the JTree Terri tOl'Y of 'l'riesto amI the Govornment

of the Federal People's RepubUc of YUGoslavia Q By tl1at aG'X'eement,

tile Government of the 'Federal PeolJle I 0 Ropublic of Yugoslavia has

l.mdel'wkerl. to place at the dj,sflosa1 of the MUita,ry Ac1.ministration of

the Y1.1/joslav Arnr~l foJ:' the YUGosJ.av Zone of the Free fl'erritory of Trieste,

'bhe amount of five humlred minion YU8001av dinars for the purpose

of chanBing Yugoslav lire lIBlI (1uBolire) nmT in circulation :l,n the

Yugoslav Zone of the II'ree Ten"itory of rrl'ieste and to secure a

Bllfficient qun,nttty of financial means fo::c the neells of the Zone. The

M:llitary J\.dministro:bion of the Yugoslav Arrny fer t.he Yugoslav Zone of

the Free Territory of Trieste has· uridertalren to pay baok the loan as

soon as it receives. inclemnH~r from Italy in accOl"danco i'11th Point 4

of ArUcle 76 of the Peace Treaty ~

liThe Military Adlllinis'bration of the Yugoslav lLnay for the YUGoslav

Zone of the Free Territory of Trisste concluded the ac,'X'8oment "Hh a

vie,., to putting an end to the abnormal situation 1',hich arose as a

consequence o:f the serious violation of the Peace Treaty by the Allied

Hilitary Government for the Anglo..l':..me:dcon Zone of the Free Territory

of Trieste and by 'the Italian Gove:cnment. Such a sguation imposed

enormous dornage upon the interes-ts of the pOl)ulntion of the YUGoslav

Zone of the J?ree Tel'ritory of Trieste a11(l cons titutecl Et serious

obstacle to the economic develcpment and, prosperity of the area.

!lAs is ImOlID, 'the Italian Govel'runent is bOlm<l, E1.ccordinG to Article

11, Annex VII of the Peace Treaty, to supply the forei8!l exchange

and currency needs of the l~ree ~:erritory of Trieste until the separate

currency regime is established for the Free Terr:ttory of Trieste.

IIIn order to :implement provislons of that article of the Peace

Treaty, and a't the request of ·the Military AClrninistration of the Yugoslav

jAr-my
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j"Referring to

Army for the YUGoslav Zone of the Free Territory of Trieste, the Government \'t
of the Pederal feolllo' s Republic of Yugoslavia .. as mentioned in my

annuo.l report, submitted to the Security Cotmcil on November 2, 191~8 _

cODlrUlmicatocl on Novomber 23, 191vr "rith the Italian Goyermnsllt, reClu0sting

that an agreement on the supply by Italy of the Zone with the ~s

necessary means of payment be necottated between the Italian Government

and the Hili tary Administration of the Yugoslav Arm:y for the Yugoslav

Zone of tho Free Territory of Tr1eSte.

"The Xtal1nn Government how'ever, categorica.l1y refused to comply

vTi th its obliGtttions laid o.mm. in the Peace Treaty, resorting to fully

mnm~ranted and leGally untenable arguments as e,g. that there v~S in

the Yugoslav Zone a cttrrency in oirculation different from Italian lira

and that accord:l.nGl~T the conditions of apl)lication of Article 11,

Annex VII of the Poace Trec,.ty '1·ronld have ceased. COl'respondenco on that

matter J bob-roen the GOVOl1"lIllent of the Federal People I s Republic of

Yugoslavia. and tho Govexnment of the Italian Republic has been attached

to my annual re1101't Dubmitted to the Security COl-mcil on Novembej;' 2, 1948.

trOn the other hond, the Allied Hilitary Government for the

Anclo-i\moricElJl Zone of the Free Territory of Triest.e conoluded on

March 9 and September 22, 19L~8 the follmdng a.greements in clear

contravontion of the provision of points 2 and 4 of Article 21~,

Annex VI and. ArM.cIe 11, Annex VII of the Peace Treaty: "Agreement

on Cel'ta:ln FinMotal Questions Arising From the Execution of the

Peace Tl~eat~r", "Agreement on Finanoe", "Aereement on the Provision of

ForeiGIl Ex.change" and. "Agreement for the Purpose of Implementing

Agl'e01l10nts signed on Barch 9, 191f8 on Finance and Foreic:n Exchange

'1dth Particular Roference to the CO!llll1ond of the Zone I s Plan for the

Participation of the Zone in the Europea.n ReCoVerjT Programll
• By

these aGreements, contradictory to both lette~ and spirit of the

Peace Treaty, a Monetary, Customs and Economic Union has been

created betvreen the AnGlo...American Zone of the Free Territory of

Trieate and Italy so that the Anglo-American Zone lost its economic

unci financial independ.ence and has virtually been incorporated, as

to economics and f:tnnnce 1 into Italy.

tiThe Government of the Federal People t s Republic of Yugoslavia has,

as it is lmovm, repeatedly intervened fo116w~nG these violations of the·

Peace Treaty, but all its interventions have remained w:1thout any

result ,·rhatsoeVGl'.
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"Referring to its, economic and financial obligations to"lards Italy,

entered, :!.n·to by the above-mentioned agreements, the Allied Military

Government fOl' the Anglo..Amer1can Zone of the Free Territory of Tl'ieste

has impeded the free circulation of goods betvTeen the tt·ro zones, and

the YUGoslav Zone of the Free Territory' of Trieste found itself, as a

conseC!uence of suoh unlawftll measures, in a difficult econo:mic and.

financial position. \'111118 strictly ccmplyinB tv.i.th the letter and

spirit of the Peace Treaty, the Military Administration for the

Yu.goslav Zone of the Free Territory of Trieste ''18.8 compelled, under

such condi tions, to direc tits e.conorny almos t exclus i vely towards the

Federal People's Republic of Yugoslavia. Thanks to effective assistance

of the Government of the Federal Peoplets Republic of Yugoslavia,

detailed in my report of November 2, 1948 to the Secu~ity Council, the

Military Administration has been greatly successful in promoting and

developing the ecorlOmio life of the zone",and of i ts population.

"Nevertheless, the faot that the so..called Yugolira, temporary

currency issue\l by the Yugoslav Military Authorities in 1945, has

continued to circulate in the Zone, that its quantity remained unchanged

and aocorcl:ing1;y it was not adal'ltable to the increased exigenc ies of

the economio life, became a serious hinclrance to the economic development,

80 that danger aPl'lsared that the Military Administration of tIle Yugoslav

Zone might be unable to satisfy all the financial requirements of the

Zone. Furthermore, this has prevented any foreign trade whatsoever on

the basis of the pecuniary settlement, sinoe the Yugolira, as temporary

Accupationcurrency, has not been and oould not be recognized :In

interil.atio~al relations as separa.te foreign exchange.
. ,

"Such an abnormal s1tuation, brought about by the apove..ment1oned

measures of the Allied Milltary Government for the Anglo-American Zone

of the Free Territory of Trieste and by proceedings of the Italian

Government.. compelled. the Military Adm:tnistration to seele an effective

solution of that Vital question for the population of' the Yugosla,v

Zopa of the Free Territory of Trieste. Bearing in m:lnd the well.being

of the population tff the Yugoslav Zone of the Free Territory of Trieste,

in the interest of the Zone f s· full economic development and of its

eoonomic and. financial staM.l1zatlon, the Military Adm.1nistration of

the Yugoslav Army for the Free Territory of Trieste requested the

Government of the Federal People's Republic of YUgoelavia to grant

financia.l assistanoe for the purpose of solv:1ng'this problem, :fn the

fo:rm of a loan. ':Che Government of the FederaJ. People's Republic of

, YugoslaVia has met the re'luest and conclUded with the Military

~Adminiatration the loan agreement referred to.
/ "The Mil!tary
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"The Hilitary Adm:1n1stration of the Yugoslav Army for the Yugoslav

Zone of the Free Tal'roi tory of Trieste is conficlent that this agreement

,dll secure the unhampered development and progress of the economy of

the Zone and therefore its l)roceeding is fully :l.n keeping Hith the spirit

of' the Peace Treaty and in accordance 'Vrith Paracre,ph 2, Article 11,

Annex VII ef the Peace Treaty,,"

The Governmont of the Federal People's Republic of' Yugoslavia

takes this o:PIJortunity to N"lElm~e, His Excellency~ the 8ecretary",Genex'al

of the United Nations, of its high considerati021.

His Excellency :tYlr. Trygve Lie
Secretaryl;1,(}enol'al
United Nations
Lake SU0cess, New York
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