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MEMORANDUI FOR THE FILES

b Se@tembéf 1943.

- Subject: Allied Military Financial Agencye.

1. Attached is a memorandum from the Secretaries, CCS,
to the Secretaries, CCAC, enclosing a copy of a memorandum for
the Secretary, CCS, from the Chief, ﬁilitgpv Government Sec-
tion, Allied Foree Headquarters, dated 227 August 1943, trans-— -
mitting report on the Allied ¥ilitary Financial Agency.

2. The copy of the memorandum from the Chief, HMilitary
Government Section, Allied Force Headeuarters, was referred
to the CCAC for appropriate action.

: 3. The memorandum referred to TCAC has not been made
} g into a formal paper and is being placed, in the files without
. committee action for the following reasonss: ‘ ‘

| (a) Copies of the memorandum have been furnished
' B to Gemeral Carter, Fiscal Director, ASF (Col. Gil-

christ), the Navy, the U.S8. Ireasury, and a represen-
tative of the U.K. Treasury. : '

(b) The memorandum referred to CCAC is largely
informational. The only two paragraphs whiech require
any action are paragraphs 8 and . - The matter re-
ferred to in paragraph 8 has been referred vo ASF for
action. The matter referred to in paragraph 7 has
already been covered by a cable to AFHQ (CM-0UT 4855,
13 August). ’ :

. % Ham#lond, [JT.
[ ' ' Colonel, U.S. Army.
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ALLIED FORCE
Wilitary Government Section

22 August, 1943

P T
L)

2
P P =
ﬁm?:;;? ;ﬁ@/#,é;{/f:ﬁwig;;’ﬁ g?m g;;? ! ” ‘

3

Secretary, Combined Chief of Staff,
Washi ﬂnﬁ Be G :

{1) Hemorandum from AMGH
19433

goples are belng sent for information to fGenerzl Kirh§g~w
Delsho, War Office, London.

; AMPA of August 3,

ce sheot of AMFA as of August 18, 1943.

;&rﬁc
€

&

/‘s/ J. C. HOLMES,
Brigadier General, GuS.C.;
&hiaf, Milltary Government Section,

4 -~ Z, Pl A

M Mgt o A




. “total of 1,000,384,000 to Capt 0.0 Culb:
. officer 26th Finance Disbursin
* tions of Colonel Tillwmen, ¢hief

- P31lman estimsbes that he paid ‘about 75 per cent of end July pa.,;molls in
S Allied Military Iire and that he will now need ne further A.M. ILire until
end. Augnst when he will pay all payrolls in A. %& : L:x.m,, 4 o
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. in'so far as 1t was possible to cheeck them at time of delivery, W

2,150, 48@,@%. This agrees with list of boxes and contents ) ~ arrivm 3
o Tunis :}‘g ‘third plane, subject to miner elerieal errorg in boxes 75y 1€ :
amd 237, but does not agres wi th total eof 2, 1@! 8@@,0@3 msntixmaﬁ :Ln :;rﬂur »
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Brd pugust 1943

'}Q-e J1itary Government Section, A.F.H.Qe
Fer amrard i;ransmissicn to A@WA& for OGS &m& GAETEE',

: 1. Mﬁ% has now se*:; up temporary effiae in Eemk sf' Sz,clly b‘fzil ing

‘ a'iﬁ Ealemo.

2¢ : Transaetians gince cable m&ﬁf - 18 @i‘ 28 July have been ag

© follows in Allied Military Lire,.

Be Belivez-eﬁ on 29 July against receipt :E‘wther 5@8,&5&, 000 making i
th D=425830 ?%maing b
ction Symbol Wof 211»185 on instrue- |
inance Officer, Seventh Army, Golonel :

4. ﬁﬁf’.& has further &eliveraé fallewing amovn’cs to Senior G:‘ivﬂ.
Affalrs @fflcers for 1ed§.ate cash re@uirements of civil @fove,mmeni: in

'QI‘SVE.RG&S %

_&grigmmé
Palermos
Trapmo
Ragusa. L Y : ok
Siracusa {for Slrac‘asa@ ﬁassina, o l» b4
gatenia & 8th British Army) | 240,884,000 \
o Saltamissem;a {for Qal‘x;anlsaetta : *&
C | ' and Epna) 39,552,000 e . 2
N ' Pﬁessinag N l,sﬁl,@@@ E

1 Be- AMFA has paié. into new ow

sk account wi th Rank of Sz.a}.iy Fa}_e‘rmgg LR i"!
615, 568,000 whigh Bauk of Sleil

. keep 100 ;:;xer ~eent liqu:.d in cash

: anéi pay‘ cmt as and. men ordered by ANFA.

checking number of cartons and number of packages and counting o:éw ﬁw

- twWo paﬁkages in each DOX.

’h Remsining 8 boxes- 0mta1ning mves 55,952,@*30 and. 8 ‘w:&es" ::a»f stamps |

Call duly sealed are held by Bank’ef Siaily Palermo in safe ausmﬁy on .
*bEhalf cf MA’ _ )

F
LN

8%  Total wnf;eﬁts of 289 boxes of notes 39 far reﬁm%fea appaar to b% ek

o]
s
e

cableg 445 of 9 Jnlgr gnd @5 ﬂf 3 J«%ﬁy,

7

e m view of famt that mﬁa&a of camting out noteg ciasarp bed. in
‘ara € has 80 :f.’ar cos‘h about 60 A ff__e h@uma ané 500 man hours

lriga&wr” Genoral, U.S.4
. D.C.C.AO.
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ALLIED MILITARY WIHANCIAL AGENCY
Balance Sheed
18 Augnst 43

Asgums

Cashy COurrenbs Live P
Tella BE
BYA
Pranes

Toksl Cur
Bugares
Nostroe Bank g/;;;

Yobal CGagh ’

mmm«fsm Gorreney

xpend imxfw an A/e of © t@@u};&%m ﬁasw
- British Army

_ Us Be mw

* e Be Havy

Provinelel SC0AO%s

ngot Finence Section
‘ E’xﬁ@ﬁ@}d Aﬁ?ﬁ

Advences

%ﬁai Advances

Hew AM Iire Nobtoes Raeaivai
ﬁﬁyaaiw Amga‘k Gilve Sply Sectlon

Totul Xfi-;aj{amﬁ;iam_

vont Qash

rilisn Supply Section

40 82T
55 9562 000
B2 182 904

112 084 000
1 1@1 184 000
10 B30 000
%‘?ﬁ@ DRE 000
4 000

£ 000

47 368

Total Exps. ot Afo of Occupation Costs
Rallroads of the State

2 163 200 000
- 158 704

487 485 551
1 808

1 758 931 368

_2 000 000

2 183 358 704

2 1%35 35& ‘?ﬁé
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/ - WaE DEPARTMENT
OFFICE OF THE CHIEF OF STAFF ‘ ]
CIVIL AFFAIRS DIVISION : ~.
‘WASHINGTON ' ‘ i
§
o 4 4 9 August 1943 &«
- MEMCRANDUM FOR MAJOR CHARLES C. HILLIARD, CIVIL AFFAIRS DIVISION % |
.Bubject: Plan for Allied Military Finsncial Agency "”“g;a
' . 3s The Combined CGivil Affairs Committes, st their fourth
meeting on 5 »August, in diseusgsing the sbove subject, agresd
that the U, 8, Treasury should be informed that the contents
i : of the Plan for Allied Military Pinamcial Agency conforms with
P : the p”ov;s1ons of the Dzrectlye furnished to Genersl Bigenhower,

v Ba . It is requested that you transmit the above information,
on behalf of the Combined Civil Affairs Committee, to the approw S
priate U, S, Treasury subthorities. s

- For the Combined Civil Affairs Commlttes

U. 8. Secrctary.

e/

|
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. 3. PLAN FOR ALLIED MILITARY FINANCIAL AGENCY (C.C.A.C. 10)
COAC 4th Mtgy |

854 . McCLOY explained that this Paper had been submitted
%y'AMG through AFHQ for the information Of the Combined Chiefs
3 of Staff. Mr. McCloy informed the Committee that the contents
' of the Paper had already been furnished to the U.S. and U.K.
Treasury representatives, the U.S. Navy, ASF of the War Depart-
ment, and the State Department. a "

P
&

VALY FEE v

THE COMMITTEE:—
Agreed:.

&. That the Paper was not a matter of direct interest to
the Combined Chiefs of Staff and therefore need not
be referred to then. :

b. That the Secretary inform the U.8, Treasury that the

contents of the Paper conform with the provisions of

the Directive furnished to General Tisenhower.

=L

: \ s | \ N / L
) 6. Took note that Sir David Waley, on behalf of the U.XK.
R

. - . Treasury,. considered that the Paper conformed to
General Eisenhower's Dirsctive.
. ~

¢

s
Fog
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C.C.A.C. 10

COPYﬂ@QL_ &

4 August 1943

COMBINED QIVIL AFTATIRS COMMITTEE

PLAN FOR_ALLIED-MILITARY’FINAHCIAL AGENCY

Note by the Sécretarieg

.The enclosure was transmitted by Allied Militafy Gpver—

ment of Occupied Territories through AFHQ for the information

of the Combined Chiefs‘of Staff. s

2

It is referred to the Combined Civil Affairs Committes ' i?
for their information and recommendation whether or not the

= N

R

matter is of direct interest to the Combined Chiefs of Staf

- I T S

T. W. HAMMOND, JR., 3

: , N

T N

' C. W. GARNETT, R

Combined Secretariat.

o
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PLAN FOR ALLIED MILTTARY FINANCIAT, AGENCY . (AMFA)

&

. 1. In accordance with the directive issued by the Combined
Chiefs of Stéff (Fortuﬁe 303 of l-Juné 1943), an Allieé Mi1itary
Financial Aﬂency has been establlshed Wlth;ﬂ the Iramework of

- the FﬂnanOWai Division of AMGOT. ,The‘procedure to be followed by
AMFA mey need to De revised considerably in'the light of condi-
tions found to be prevailing in Sicily. A pronosed ﬁodus ;
fopera ndi has been formulated which lL is. con31dered should be
suomltted to the C.C.S8. for their ipformatign, and Which it is

Y

hoped represents a correct interpretation of their directive.

2. In coﬁfdrmiﬁy with the C.C.8. directive AMFA 1is béing
eztablished for tﬁé fdllowing_maid'purposes:“
| a. Toiprovide a convenient depository, clearing house,'and :
office of financial tran&actioﬁs fervthe convenience of thé' |
Allied military forces.
b. To prov1de a depo 1Lory where neccssary for enemy or

other funds which ma be. 1mbounded : ’

S To racilitate control by AMGOT of financial and property

%

transactions in the occupied territory.

d. To provide a source of funds from which to make. loans

-

to and throﬁgh ioCal banks, munioipalities, public utilitiesy
ivate ou31nessss, and‘*nd1v1dual persons where &MGO consi~-
- ders such 1oans will assist 7n the restorat¢on of order and
the rehabilitation of éss nulal act1v1tles and are éesirable
from the pownt of view of the mllltarw efior‘ aﬁd‘where
local banks are not in a position o provide §uch.financiél
aséistance.. | |
It 1% recognized thaﬁ-AMFA:isva flexible instrumenﬁT 
- that may be effecti?ély used‘for other monetary'aﬁd bahking
matters tﬁat may arise in the course‘of.the ooéupation of

Sicily.
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3. AMFA is ﬁnder'the control of the Chief Financial Officer.
Whether AMﬁA chould be thought of as. a dlelncu_Teéal entity f
under AMGOL control, and what degree Qf:separate identity AMFA
will have, or will need tovhaﬁe, has not yet been finally deter-
mined. However,'it is assumed-thathMFA.Will for examplc maké
édvances in its own name and w111 keep its own accoun qnd

- submit its own“finanoial reports to the C.F.O. We are consider-
1ng 80 handlﬂng AMbA‘s accounts, its advances and loano and Eh@
paymeﬁL out of A. M. lire as o facllﬂuabe ultlmately tufnlng over
to a reoognlzed estaollshed Iuallan_govefhment~the assets end
1isbilities of AMFA léaving AMGOT free from ény‘claims on‘account(
of A.M, lire ana from ‘the nece<s1ty of Ghﬂreafter coliecting‘on
loans and advanoes made durlng the course of the military

- govermment. The accounting concgpts 1nvolved are discussed-in

:

more -detail below.

4. The most conspicuoué function ovaMFA will be that of-
holding, paying 6ut, and receiving currency, in particular the
Allied Military Lire;b'in'this'conﬁection,:it has seem deSLradle
to avoid the use of the'tefm or coﬁcept\of curreﬂcy izgue”
because -this term has had built ub around it 2 docurlne of 1mabi1~
1ty or responsibility for the curren cy’th 1nto c¢rcalatlon by an
i

issuing tlEhthﬁ, WhLCh it is deSerd to uVOldn See further

para. 8 below._
Lhe p051twon w111 be tnaL AMGO will be entering a térrifory
which may be’greatly‘deflow nt in currency 61rculatvon and SbOGYS

and from whloh Ehere will be no 1mmedvate aoceus to the 1ssue

fac 1liL“es of the Bapk of I aly in Rome. It is therefore pwe~‘
. Terred - to consldef that AMFA, ‘lacking the I30111ty of recelving-,
advances of ordinary. life (against ' eXﬂenoeo of occupatlon ') from
the national bank of issﬁé,vis paying out A.M. 1ira notes for
‘necessary purposes of Government as a_supplement To sﬁéh ordinary
lifa noﬁes as are in fact availaﬁle in ﬁhe occupied;territory;

/o, - _
-2 -
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: Tt is conceived that the'Italian vaerﬁment will later take.over ‘
| " the ll&blquV for such A.M. 11ra notes as may have been put into .
-01rcu1aulon, and will thereby discharge, pro tanto part'of its '
1iebility for the pOTElOR of occupation costs incurred in A.M. L
llre. The treatment of new notes in AMFA's bﬂlance sheet regquir- -
‘ ed to give ezf80o to this conception is described,ih'a subsequent
‘ paragraph. J , 4 1
Prior to the time when AMFA is.éupplied with A.M. lire,
, LMGOT Finénce Officers will draw yellow seal dollars or‘BMA‘pounds |
! from Arﬁy finance officers and paymasfers and make advagces to - :
communes, provinces, etec., ﬁithoutr refe}enceAfo AMFA. ArréngeF |
| ments have beén‘made for such drawings in both currencies. We -

envisage that AMFA will take over on to its books any loans or

advances made by AMGOT Finance Officers durihg the first few
Weeks‘of the occupation before AMFA is in full operation. We are
also considering that AMFA should refund to the Army finance
officers aﬁd paymasters any yellow seal currency and BMA's drawn
by AMGOT Finance Officers during this period. L
in accordance with the>C.é;S. directive, AMFA will subse-
ﬁuenbly be prepared, when Sufficieﬁtly aSsured that sufficient
suppliss of A.M. lire afe'available'in tﬁe area, td withdraw
z yellow seal dollars and‘BMA pounds and British and U.5. colnage
from oirculation. As soon as public aﬁnounéement of such with~
,drawal is made, it is proposed that AMFA shall discontinue paying
out yellow. seal dollars for BMA pounds (or vice versa) in order to
prevent hoarding - particularly of yellow seal dollars.
As A.M. Lire arrive from Washington in quantity, AMFA will
» recelve them and assume. the function assigned to 1t bf the C.C.3.
of putting appropriate sums to the credit of'currenf éccpuﬁts of
the Armed Forces and of the various d1v1svons of AMGOT It is
hoped that these’operatlons can begin between 14 and 2u‘days'after

f. ‘D day. Payments by AMFA to the British Armed Forces would be made -+

..3_
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on request of the Command'Paymaster of the Porce concerned égéinst,
simple recelpt of‘tﬁe officer or officers designated by him. This,
procedure would also be followed with the American Armed Forces
if approved‘by.the War and Navy Departments. The amounts so
turned over to fhe Allied Militarj Porces would be charzed to &ﬁi-
account on AMFA's books relatiné to occupation costs (as more
fully described Eelow). Military Finance 0O0fficers and Péymasters
would account to their respective debartments; as under present
procedure, for lire received by them from AMFA just as they
; ' accOunt’for monies received from any other source.
As to AMGOT drewings of cash from AMFA, it is intended that
AMFA will be kept currently informed as to the general purposes
fo: Whiéh the cash iS'needed,‘in orderithat AMFA may properly
evaluate the current monetafy situation in the‘area and 5@ pre-
?iared to advise the G.F.O. on questions of monetary poliéy.

AMFA will also accept monies (in AM. lire, ordinary lire,
yellow seal dollars and BMA pounds) for deposit to the account of
the Army or the AMGOT division which has received them in the

. f v courée—of its activities. éuoh monies might accrue, for exaﬁple,'
to the‘Legal Division in the form of finés, or to the Civilian

Supply Division as the proceeds of sales of food in local markets.

It may also be possible to arrange for the deposit in AMFA or its.

et et e i o - e o

principal agent of a portion of the idle cash which may accumulate
in local banks. This will be a means of economizing the use of
new notes.

5. Bullion, coin and currency, stocks of unissued notes, and

4

securities, belonging to the National govermment or its agencies
may come into the possession of the Army or of AMGOT officers.
"AMEFA will be ready to receive such items for credit of appropriate

accounts, or for safe custody. :
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O. In addition to'performing depository and other fiscal and
treasury functions for thé Military Services and AMGOT, AMFA %ill
be prepared, in varying conditioné‘and oiroumétances, to make
advénces to banks (directly to 6? through the bank of Sicily or
other suitable\institution) to public utilities aqd.private enter-
prisss, to social insﬁrénce insﬁituﬁioﬁs'or organizations, to
.provinces and communes, and poésibly to other organizations such
as the Postal Savings institution. v -

In the case of ioans or advances to banks'and commercisl or
| ) 'industrial'enterprisas, and'ﬁerhapsvto The Governmental monopolieé;
; | documents haveibéen.drawn up including such points as a maturitj

provision and a provision for payment of énterest. ~Some of ﬁhe
terms of such loans such as whether or not colléteral or pledged
security will be required and the order of pribrity of AMFA ambng
creditors of the borrower, are qﬁestions Whiéh it is felt cannot
be settled in advance by unvarying rule, but should remain
flexible.
~As to loans sr advances priméfily to meet the deficits of
provinces and cpmmunes and of those social insurance funds which
are necessari1§ depenaent on state subsidies,'AMFA will be guided
| by the finencial polioies of AMGOT,-which will naturally take into

account such Tactors as the capacity of the region to absorb; the

resulfting currency circulation without extreme inflation, and the

military, economic, or. social consequences of withholding such

loans or advances.
It is recognized that a certain number of advances or loans _

mey have to be méde by ANFA on the miiitary or public interest evén

though they would not be considered "good loans" from a commereial

I banking point of view. Neverthéleés it is felt that it would be

). “ dangerous to allow any impression to Zrow up that‘AMFA wés pre~.

pared to act asfa free source of funds for all and sundry on the .

ground that "AM, Lire cost us nothing except the printing”. Active

~ Steps will be teken to combat any such impression, whether among
the civil population, in the Armed Forces, or in AMGOT's staff

itself.

-5 -
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In keeping with the directive of the C.C.S3., AMFA will be
prepareq‘to assist in the reopening of the banks by méking ad-
vances tg them for the purpose of strgngthening their caéh'pOSi~
tion. It is intended that the Bank of 3icily shall be designatéd
as an agent of AMFA in this and in other relations with the other

commercial bahks; if this is found to be practicable and desir-

able. AMFA does not intend to compete with local banks in making
advances. On the contrary, AMFA hopes to use the services and
local knowledge of these bankskby encouraging them to make ne-
cessary loans, while AMFA stands prepared to suppoft the lending -
~banks by oreaits, or possibly guarantees in so far as theseée may

N :
be desirable. Other Sections of the Fingnclal Division will
exercise contfol direqtly over the banks and will teke steps to
eliminate undesirablé personnel; they will also sdvise on the

desirability of such credits and guarantess.

7. In general, AMFA does not anticipate that it will be ro-
“guired for the present to engage in foreign exchange transactions
of the ordinary sort. However, certein services will or may be
. performed which will involve some form or other of exchange
transactions.

'g, As has been indicated above, AMFA will maintain the ex-

change rate between BMA pounds and yellow seal dollars as long
as 1is appropriate, ahd will pay out A.M. lire for such dollars
and pounds at the rates fixed by Proclamation.
b. If need arises, AMFA may endeavour to arrange for fhe
~opening of dollar accounts in its own books, or in those of
its agent banké in Sioily'for the héndlingxof'the company funds
of the U,S: Army units, :
¢. At present the personal remittances of-ﬁ.s.,and British
Army persoﬁnel in'dollars and sterling are_handled in a satis-
factory manner by the Army finance and paymaster organizatiohs.
- } AMFA does not anticipate that 1t will be necessary to devige
maéhinery to make such remittances. '

-6 -




AUTHORITY

E@ Reproducéd from the Unclassified / Declassified Holdings of the National Archives-

'

. - BYQNARA DATB:);J[i

gy‘ltiis possible that a situafiohAmay arise where in order
to give support and stability fo the A.M. lira or the Ttalian
lira some conversion by AMFA of such curréncies into dollars
or steriing,’under a strict contrOI; may .be desirable, It is
21s0 possible that fdr psychological and other feasons, some
very limited amouﬁts of foreign exchange should ﬁé made

available to pay for imports or to make certain remittances.

8. Careful consideration has been’given to the accounts which
might best serve AMﬁA‘s needs, and, in particular, to form of its
balance sheet. It is fully recognized«that AMFA 1s not an ordinary
commercial bank. AMGOT has.also in mind® the ultimate n@cessity of
transferring AMFA’sAaccounté to the Italians, when‘the Military
Government withdraws, and efter all inter-AMGOT transactions ﬁave
been closed in so far as fﬁeonffset.

The details of the iedgers_and journals kept by AMFA will
not be gone into in this memorandum,'“fhe broad concept underly“ng
the balénce sheet, however, should be statéd, With a view to the
final liguidation of AMFA, preparatory to transfefring ifs
aécounts to the Ttalian Government, it will be desirable to show
as a cumulative total on the liability side of the balance sheet;
the amount of new A.M. Lira notes receiied by AMFA. Thisg total,

less the amount of A.M. Lira notes in AMFA's cash reserve, may be

regarded as the effective circulation of A.M. Lira notes. It will

therefore have to be taken over by the Italian Government, or some

institution (Central Bank) designated by it, as part of the note
circﬁlation.‘ '
The principal accounts contfa to this item will be: .
a, Expenditures Oﬁ%account of Occupation 'Costs. These also
will be shown as a cuﬁulatiﬁg total, and will include A.M.
Iire expenses of AMGOT as well as the A.M., Lire paid out to

the Allied Military Services.

....7..
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E; Outs@andiﬁg 1oéns, advances and grantsfin~aid,'aﬁd
c. Cash in A.M. Tire and Italian lire on hand or in other
banks. (It is assumed that by this time AMFA will ﬁo longer
- hold in its cash any yellow seal doilafs‘of BMA pounds)

‘These accounts would bé handed over to thQ\Italian Govern-
ment or its agent instifution‘contemporaneously with its‘express
essumption of the currency responsibility. Thé remaining accounts
(e.g., current accounts or imprest funds of the Army and -the var-
ious divisions.of AMGOT) should be offset before the final

handing—dver to The Italiah Goverymment takes placeﬂ

s
9., It will be an important responsibility of AMFA to assist
the C,F.0. in assesging the effects of AMGOT and Army finanoial»
activities on cufrency and credit in the occupied afea,-sinoe its
accounts will reflect, in broad caﬁegdries; &ll lire éxpenditures

and advances of both AMGOT and the Armed Forces.

A, P. GRAFFTEY SMITH

. Colonel
Chief Financial Officer
AMGOT ‘

15 July 1943,
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