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Q'WNer ork U/ines..

CURRENCY TALKS 6O ON authority asserts ielf afterward

C.n.$4sW Progres M f*lt,1'ili find it posibie toya{ia4e.
Some Danlet Forecast srnnftY for every disappolit_

oIat rxperiencd in the difficultrth Alnrin NrewvSler &lllrwt
nmportant financial and nie- buminass of setting French ccol-

tary diacasions between the Unit- oirn on its feet again--aild. on
ed States Goverinment and repr- The beplt asuniptin, disappoint.
enttatives of the French Conmlt- mts are bounld to bIe experienced.

tee of NIN oal Liberation are ir It will le no ea.y to rgue that
being onr.luded Th"u. if no poii-
tical arrangement with the oni- defective mleasure welr ellforced
mittee has been arri'ed at when by the Allie eonmandcr in chief
the Allies land in France, prob- as regards public finane and cur-
Icis related to the new French rency and that the .. i.lehief later
currency. to the rate Of exchange, on .o.lId noI be undoie.
to the volime of purchasing p er hat has happened in North
available to Aiericn t*roRps. etc, Africa and Italy points to the
will nlevertheles have beei partly deadly impact af unregulated
dktlsrpqeJ ;Anerican nd lritish plrclhasing

F'ron begirning to n- fiPower on badly depleted lhil mar.i
prmlltie has been tile rule What kets. WLhatever popiilar disrin-
is probably thle major point at is- tent exists in those area ran be
site, the fixation of the dollar- ninly ascritbed to the scarcity o(
fra, rate of r.xernge i ikely goods csed by the iilru oIf
to hi left to the eomtmittee to de- thousands if bti'cis with who n
ci Obviously. Whngton does the Population Lor the mst part.
not i'ant to impost the iew held canot ompete T'aliaives al,
by j{ experts,. fron which the ex- beilevid to have been colsidered
ports in Algiers perhaps dissent., by the Ame/can and r

The responolbility oI srtin a ota tat(s IFor intaner th Al-
monetaIry policy whos.e c.nAse le' sol{r. would be fIrbidd(n to
quene. on F.re.ch national coIn- buy folstuff snd rationed rod-

mily are unpredictable had better 1ets oweer, the pallitie
.no.t be taki away flion thil BLIt fall short of the drastic steps that
the new currency to be iraued forthe Commitee favors.
tus in French metrpolitan terni-
tory will bear to Frenehmen all the
appearance of being of American
nlake. On the obverse side of the
coin the words LibertY. Egalitt

'ra"ternit ' are to appear But on
the revere side there will be a
linfle word, "France' The bank-
note conforms to that pattern, ex-
eept that the word 'France" haa

been expandre, to "Emis en France
ilscued In Francel,].

Usnder any lFnenh authority, the
designation . "Ripubllque Fran-
CaWsie wdould have been stamped
im coin, and baknotea Mike, t
ral objected to in Washington on
the ground tllat it might Involve.
in the jodgment of many, an un-
imitet reco.giition of the Con-
mitte. The trouble it that the
crf'leyv risks being.Lb 'for-
e gn ioney` if it depreciares even
as the result of errors committed
by rernchmn.,

Vhatevyer Ferneh ,overtnmintal
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irnasion Franv
Rate Stirs Debate
Fixing of Price May Be

Left to French, Lon-
don View

By FJaf FLK Cly
Specia Coresprndent

WONDON ~M ..- The debate
which ha beef.n oing oI about the
exchange rate between the franc
and the dollar and *trllng whhn
Invuion of the Continet ets uv.
der way r.ow steadily more
acrimonious. The question, which

leIlarly should be decidd on ecc
tomlic gound. a o far as uea
ground. can be determined at thli
time, is now becoming more and
more polittcal, and htence tes on
a.11l the ambiguitie and inner con-
flets which harass French politics

According to t he eonomIst,*
the American. British and Ca-
dian force, will take with them not
dollar and sterling military note.,
but franc currency issued under
the authority of the Committee of
National Liberation. It says: "It
is mainly for the committee and its
zpert. to deCide the rate at which

this currency will be made avail-
bile sglint sterling or dOllars.

That decision has not yet been
made and is .till the subject of
keenest debate in lrench circles'*

After deseribing the arguments
of those who would put the rate at
anything from 200 te 600 francs to
the pound, the economist continues:

"That i. a debate which had best
be left to the French. But to which
Flrenchmen? Will the United State.
accept the rate fixed by the Com-
mittee of National iberation, or
will General Eiseahower be free to
make his terms with some other
authority in metropolitan race?
A lear-eut decision on this politi-
cat apect of th, problem would go
some way toward a stisfactoy
eolution,"

Some way, perhaps, will be find.
but the probabties of uch a dt-
eClison at an early dfte do not sem
very promisinl. Jeretary H Wl'S
plain speaking about th conu-it-
tee. in hi speeCh of April 9, and
the still later quarrel between n-
oral D. Ge and ( tnd rl u,
rtn fl e l too eatr ry o
in London hovr ' ee tat
Iisl qujamEAS I an usflr one to

!b "" q 'th. lfrlhey beiily.
rbUrdeed totMlde o th. Cam.
mnander-ln-Chief
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4Th211Ž CY ....... December 23, 1943

Secretary M:orgenthau

*'r. Paul

Re: Authority to establish militan, government
in "Allied" territory recaptured from theenemy, to issue miliJtary currency and to
place on such territory the costs of
occupation.

in connection with the Allied invasion of Sicily and Italy,consideration was given to a number of problems relating to the legalaspects of certain financial, economic and fiscal activities of theAllied Military Crommand. The memoranda exploring these subjectsdealt with the authority, under established principles of internationallaw, of occupying armies to assume powers of government over eneny
territory.

It was shown that the text writers, the courts and the usage ofnations, recognized that the military occupant of enemy territorypossessed all the powers of a de facto government and that the commander,not only had the right and polepr to perform. all the acts necessary togovern the area, hut also the duty and responsibility of exercisingthose powers to assure the normal flnctioning of the area to the extentconsistent with his own nilitar; requirenrmrts. / Also, it was shomnat length that the iss:anc o .it tar, cn:rroncv is an appropriate andaccepted device to be titilizd ?; the occuna!nt in support of military
operations an! as a rnnns of roniainti r q the econory of the area. L

The problem to be disclused in this meosorandun is twofold:1) to what extent, if any, is tih right to set up a military governmentand to issue military currency restricted or modified by the fact thatthe area over which control has beenr, obtained by force of arms is notan enery area in the conventiomal sense, but is an area such as Franceor the Netherlands which constitutes ene:r territory only because it

j 2 Oppenheim, International Law (6th Lauterpacht ed. 1940) 336-S);2 Hyde, International Law (l12), 361-86; 1 Loore, International LawDigest, (1906) h5-51; 7 Id. 257-315; flail, Internatr- -Thr17ionaLa th-Higgins ed. 1924) 553-76; Lawrence, The Principles of International
Law (7th Winfield ed. 1923) 408-30; Brkhirer, o rentadi Tartial Law (3rd ed. 191) 21-369; Spaight, s o adt1311), 320-418; Colby, Occupation under the Laws of ar (1
ol. L. Fey. 146.

2/ emorandum of Sept. 24, 1943 re "Opinion on the Legality of theissuance of Ar:G Currency in Sicily..



has been conquered and is occupied by a comnon enemr; and2) may the costs of occupation be placed upon such occupied territory. 2/
The discussion hero has been couched in terms of the ultimateincidents of the burden of occuoation costs rather than in terms ofthe redemption of the particular currency issued. This was done becausethe question of occupation costs is the broader one and encoipasses,anong other things, the redenption of the particular currency usedduring the occupation, In the final analysis the ultinate burden ofthe occupation does not depend on the nature of the currency employedor upon who redeems such currency, but depends rather on other broad

policy deterinations. In viw of the fact that ultimate costs can becontrolled in other ways, it is more helpful to speak in terms of theobligation to pay occupation costs than in terms of the redemption ofthe occupation currency issaed which is merely a mechanism or vehiclefor shifting temporarily a portion of such costs.

On the basis of the anllvsis of the applicable principles ofinternational law as found in texts, cases and in past dealings betVoeennations it is submitted that the questions posed above may be answeredas follows:

1) The right to establish a militarv government
possessing the poraer to issue militan, currencyin Axis occupied 'Allied" territory is as broad
and plenar· as t> rS it to set up such a gov-
ornnnrt in the territory of the enem" proper; an.i

2) here there ts a ;: ot occupy there is the
right to assess I t) s n tpn te trritory
cccupied lrrcpcots+ye of ':hiother the particular
territory is ovr:v, or mvr-dy Tontro~lcd by the

The foregoing ansresvrs at, tremied on the basic assumption thatunder intorrnational lai; the AI.Led Lilitanr authorities have thelriht" to invade and ocnupy Ai-- s "el ,Alledt territorn. The soundnessof this assumption may not be sOri:'usiy ue:tionec. It is fundamentalthat a belligerent in wartime may seeok out the envy and occupy terri-tory controlled by the enemy, irrespective of whether such territorywas o¥ned or merely controlled by thy enemy and regardless of whethersuch territory was the enemy's homolind or merely former territory ofthe ellig±oront or its allies which nad been seized by the enefy during

A/ lthough technically a distinction may be made between an areawhose government-in-exile is fully recognized by the United Statesaed Great Fritain, such as the /etherlands, and an area whose
oveirtment is only partially recognized by' the United States andGreat Britain, such as Lctroolitan France, this distinction hasno effect on the rationale or conclusions reached in this

rteorandunm
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than course of the war, j
The theoretical explanation of this universally accepted

:loctaine rvolvcs about the concept of "region of marn, ¥hich region is
viii to be fthat part of the surface of the earth in which the 'eli'etr t2
:aiy prcpare and execute hostilities against each other". _/ Discussin{
thc extrnt of the region of vwar Oppenheim. states:

"The region of war depends upon the belligerents,
For this reason, every/ ',ar has its particular region,
so far, at any rate, as the territorial region is con-
cerned. For besides tie op)ern sea, and all such terri-
tories as are vet not occupied 1y any State (.hich are
always nthlin the rtir of vrr), the tarticuliar reioln
of ever:/ war is the vjolo of the teorritoris ai-d trri-
torial /aters of t belligercnts. .:, * (Utnderscoring
supplied) /j

It vill br noted trhat 'ner the foreno ing concept practically
all of Eurone would be part of th' "rIgion of & ar" and thus subject to
belligerent occupation,

Moreover, neutral countries h:ose tcrrito-y is violated become
at oncri a oart of the region of far. 7/ Rodic} in his treatise entitled

7 2 !ilde, op. sCit;, supra footnotc 1, sec. 9, p. 191. 2ppeihet,
op. cit., supra, footnoto 1, sec. 71, pp. 138-91.

Oppenheim, op. cit., supra, footnote 1, sec. 70, p. 187.

Id., soc. 71, p. 138.

As rationali:od r} Hiyde:
I f a neuaitral vnscasses neither the power-nor disposition to

check r'.rlike activities within ts own domain, the belligerent
that in cor:sequence is injured or threatened with iArrdiate ir-
jury would appear to he free from the r n<ital obigationr, to re-
frain freom thie cormission of 'hstile acts therein. * * *

"NThe obligation tc.vards t! nrutral not to undertake such a
movement would, for thr time beigr, be inamplicabte, Vy reason
of its ovrn weaknenss or in.diff frerco."

2 HIydoo. cite, suTra, footnot i s1, . o27, pp. 758-789. See also
Edmunrs, The LaLecs ,aw, of Latior., (1925) pp. 4(-401.



T`i Doctrine of Necessity in International Law states the proposition
q'Žtr forc fully. Hr declares:

"Th:s, for example, if a belligeront violated the
territo7, of a neutral, and if the neutral were unable
to prevent the violation, or expel the belligerent, the
otlher h<i1 erent night enter the territor, and take
steps to pr.vent the iiolation from operating to his
military disadvantage." /

Ass nhig tihe right to occupy, thie points below discuss and
develop the Principles and precedents underying the laove stated

I. The hi.ht to Establish a ilitar Govern-cnt Possessing the Power

as Broad and Plenary as teLit to s such a rnt in
tle Territor- of the Encr:y ropor.

From a realistic and nractical viewpoint, it would seem clear
that the 11.iied cormander, as a matter of military necessity, must
subject a rooccupied region to militar law, Comanrmications and lines
of supply must be secured. Railways, highways, telegraph and telephone
systrts and public utilities must be made subject to military control.,
Lodging may have to bc supplied for tate troops. If supplies run short,
food and equipment must be obtained.

Tle allied commntderls decisinns, economic as well as military,
must not b questioned during th< initial stages of the invasion and
conquost of }nemny-occupied territori. Complete military control will
be as essential in the conquest of 'nomy-occapiod territory as it is
in enemy territory proper. q/ In both cases, economic decisions are

/ Rodick, The Doctrine of iNecessity in Inteoiatioral Law (92)
p. 109.

The concept of "encmy" and "eneory territory", as developed in the
economic field by Congress and andinivtrative agencies, includes,
dwithin tiw meaning of those trmns, areeas Occupited b7 the &ncomy and
persons rfsidlng in $ach aoeas. Sc c sec. 2 of the Trading ,ith the
onemy Act, as amended, U.$.C. title SO, apT., sec. 2; par. 2 tf

General Ruling No, 11 issued by thr Sccrctary of the Treasr,, to
wvhom the President's authority undcr secs. 3(a) and 5(b) of the
Trading with the enry Act, as arendcJ, was delegated by Ex. Orders
No. 8389, as andered, and no. 9193. See also: Paragraph 3 of Com-
municatiions Riling No. 1, issued by the Director of C'nsorship, to

hoon cortaln of the Prosidont's powjcrs under sec. 303, title II of
the Ant of JecemtEr 16, 1lhl U.S.C., title 50, app., scc. 618, was
delcgatod by Sx. Order No. 8985.



closely related with the military progress of the invasion and conquest.

International lawv, in accepting the doctrine of military
necessity, draws no distinction between the invasion of enemy territory
proper, such as Italy, and "Allied" territory occupied by the enemy.
It recognizes that limitations on the authority of the military cornander
might equally endanger military success in both situations. "Allied"
enemy-occupied torrito;r may be as <Ml11 or better mobilized to resist
invasion than enemy territory- proper.

T he fundarental reasons advanced by the international law
writers as bases for the esta}lisirent of a military government of
belligerent occupation apply as cogently to the instant case as to one
of occupation of enemy territor{ pro-)er. TIhe firrt of these is succinctly
phrased by iiall, who rrites:

11* * - the rights of occupation tiay be placed upon
the broad foundation of simple military necessity." .1/

The Supreme Court states similarly:

'Martial law is tSe law of military necessity in the
actual presence of war." 2

If military necessity demands, many of the attributes of a
belligerent military govenment nzay be exercised in other than enemy
territory. Thus, for instance, the international layw writers state
that military necessity may authorize the exercise of such rights in
neutral countries in those situations in which the belligerent has a
right to occupy the neutral country. 1

In neutral Korea during the Russo-Japanese War of 1904-1905, the
Jepanese seized control of the telegraph system and Thssian State-owned
Proporty'and suppressed anti-Japanese espionage activity. During the
sare war, the Japanese exercised the right of requisition in neutral

1o/ Hall, op. cit., supra, footnote i, p. 559.

/ Uni ted States v. Diekelnar (1875) 92 3. 520, 526.

2 Oppenheim, op. cit., supra, footnote 1, sec. 71, p. 191. See
also: 2 Fauchill, Droit international Public iParis 1921) par. 1207,
p. 231; Spaiht, op. cit.; p Ifootnote 1, p. 33 Ariga,
La Cuerre Pusso-Japonaise· (Paris 1908), pp. 55-56
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Manchuria. 13/

The second reason advanced by the international law writers as
a basis for the establishment of a military goverament of belligerent
occupation is phrased by Oppenheim as follows:

* * *[4The occupant] has the duty of administering
the country according to the existing laws and existing
rules of administration; he must insure public order and
safety, & . /

Spaight connft5 this dual justification for a military government
of belligerent occupation:

"The occupant's rights are double-based, resting an
necessity for providing some established government in
a country which is shut off fraa its ordinary fount of
justice and spring of administration and secondly on the
military interests of the occupying belligerent himself.
He a7ssues the reins of government because, otherwise,
govervment there <ould be none, and such a condition of
things would be an evil both for himself and for the
population." l/

The sanme reasoning that supports the establishment of a military
government of belligerent occupation in enemy territory proper also
supports its establi shment in "tAllied" territor frorm which the enemy

l/ Tak aahi, International LAw Applied to the Iussc-sapanese Thar
(1708), pp. 260-261; Ariga, op. cit.,supr?, footnote 12, p. 397;
Lawrence; op, cit., supra footnote 1, pp. L2h4-h.28; 2 Fauchille,
op. cit,, supra; footnote 12, par. 1174, p. 2h1. 2 Oppenheim,
op. cit., supra, footnote 1, p. 5h47, footnote !i. For discussion
of allied occupation of neutral Greece in Worldlar No.dI see
Villari, The Macedonian Campaign (London 1222), pp. 25, 32, and
36, Rodick, op. cit, supra, foorItnote 8, pp. 113-11S; 2 Garner,
International Law iand th eorld War (1920), pp. 2L1-255; for dis-
cussion of United btates occupation of neutral'Luxembourg in World
War I, see 2 Hyde, op. cit., supra, footnote 1, sec. 887, pp. 790,
791; and for discussion of United States occupation of eastern
Siberia fron 1918 to 1920 see Gabriel, American Experience witih
Military Gtvernment (19135 37 Amer. Political Science Reviow !17,
hi21 et seq.

1 2 Oppenheim, op. cit., supra, footnote 1, p. 342,

5 Spaight, op. cit., supra, footnote l, p. 322. See also 2 Oppenheim
op. cit., supra, footnote 1, sec. 166, p, 332.
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has been ejected by force of arms. The security of the invading troops
is endangeredrd as much on the invasion and reoccupation of IAllied" ter-
ritory under the control of the enny, as it is during the invasion and
occuoation of enemy territory proper. Therefore military necessity re-
quires'that the co=-anding general act energetically to protect his
troops. Furthermore, the duty of the commanding general to insure public
order and safety is certainly aS great dn friendly territory rescued
by force of arms fromr. the enrmr, as it is in eneny terri.tory proper.
The lack of realismr. in arny other conclusion is clearly recognized by
Ariga, whom Spaight quotes as authority for the folltior.g statcnentl

"The right of an army * * to promaulgate martial law
and to establish militarz tribunals apnlies not only to
an army operating in a hostile country, but also to one
operating in a neutral or an allied country which cirdum-
stances have made the theater of war; for tro reasons. First,
an army must be in a position to safeguard itself by having
suitable laws for that end in force; secondly, even if the
oXastine la;s are sufficient, the local triibunals may not
vrtshb or may be unablo, to apply them for the protection of
the occupying troops. It ams for this reason tnhat Japan
established and enforced nmartial law in I!anchuria (a province
of a neutral country, China), and in Korea (an allied
country.)" (Underscoring supplied.) LI/

The military occupation of the South hy the Union troops during
the Civil War raised npaa lega1 problems closely related to the rones
being considered in this menorandumn. The objective of the Federal
Govern:cnt in the Civil War, as stated by the Supreme Court is similar
to that of the United ;iations on the eve of the invasion of Nazi-occupied
"Allied" territory.

"tThe object of the Lational-goiermment, indeed, wys
neither conquest nor subjugation, but tihe overthrow of
the insurgent orguanization, thc suppression of insurrec-
tion, and the re-establishmcnt of legitimate authority.
But in the attainment of these ends, through military
force, it became the duty of the National govcrniont3
whcrcwvr thc insurgCnt povnr was ovcrthrowm, and the ter-
ritory which had boon dominated by it was occupied by the
National forces, to nrovido as far as mossiblc, so long
as thle nr continued, for the security of pcrsois and
property, and for the administration of justice.

"The duty of the National govcrrntent, in this respect,
was no other thar, that w'hich daviolvs upon the governefnt

16/ OpaigIt, op. cit., suora, footnote 1, p. 313.



of ? rg-olar belligerre nt occuryin, dirinu ar, tre tor-
ritor. of "noth r ali;i/arcrhi. t ,-m sititt-? d:ty,
to hr p>rfornd iy the Presidcnt as c nr-n-c f
rand i ,trastAd as such wvith t: -, directi'r :f te miiIta
forc ivy hich the -oicvpcstion woo 1

Sup:reme Court es ifrequertly 'sustained th !rf it the
Union ri rLtttry occ'?:ption of the South. In so diinZ, it rcognlzcd the
pr<il o th, i tins of wr military corandor in nrio " l t+vrlto
oc:muiad yiv irimirr. otioists 'ms powers . .r1 1xr to t1 os f a milita
c00ludr iilnvtin{g or occit:¶ territory of a foravin ene y.

Tn:: Cri-vns v. StIornship Com..y, w, C:ourt, ir sustai-i'v
the vrlillt- of - l0, of .1- vrlc :<ls ,rornorty x t> dvrin! the
period of S nit-ry ocvption by :n offic:l 1 aTsoinhtd 4y the Military
Governor f ' <ar, sta o - :

"Altho h th o: ohf nco, ns . o nmc'uer d aid
t lr- ',0ssosCoiln of ' r a c ivil war od ;r it. tart of
ti. riVUn ,d )t-tts to put dovm. an ins-rr 'otln ni r storo

r,< ht..r woi e of th- t iili'> Iort [. t+i :Coifc(d-
cr~t- tict--"r'4, t --d t-h--d -y ast r.itr rn-d ri

boil '+g Ate r ~.C :> jlgte in
a for in In.ar. Ini rCoh ca s %i. cvr% Inu prwvr;cr hs a
rihtt to dluaco the >ro-exs y t tC
,suoh ct4 nt s it mid' ,r.o {ir t. -cx r s its.i1

i. thV Civil Jar cssos C Ido- m 'cstI- shment
of ' nilLt'}ry ;mov wrntint Jf belligerent occ'ration L: tihf South onr the
Suni tO. iiiitcro-tftinl lao trin'%i s j..s.l>. its osba-ln1sihac-nt in

a fori,' n.... trito cly mlitry a' c....s+ ty tlrr ':ty of
insriiil~ng pu1 ic ordrr and st f< in it r occu<: <I 'rt. !The

17/ The jrarosnot (1h60) 9 ai·1!. lP2, 132.

/ (1,m7) 20 1;- 11, 37, '93-39. Soc :leo DL. v. Johnrson ({17:) 100
l ,j ~( i5 ? ) v. Ton.~ss, (i9Th) >7 -o~ 2"02, <17.

forls , n one £ r fotor n to h cB s4 - ,r4 b... ..ro.. in g, nor l
it .'cflr m-J)itar, n,>o ss{tv r. oiir s nil ] lry govern-

r nrt. l2. s; Lrrcs t:ctvie of the i. := " - v 2L 'the
occupied t rrltory, xlli* .ry gov'rrst. v1-:' nee m:" %iv lhccuse of
ttr proxnimity of 1t}- aica-il comb'A r a t ,, -'iq sol! organized
hosti f frir i ri 1so mako
ml].' 4 r? i;ov rrn" nt - n 'ssit-*. it is ntZorioiis thrt±. 7or'.J' hins
tFs '<>i2l>tnc' 7- 0 >fitr i.vals end oriots ii r its T+ Degrilcs.
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esotntiil zi ltrsintances bLing present, the sa e result attichos. The
ienticil ricincmls jiustiN~ the establishrent of a eilitr .ovr..nte

orrrx <nt ~ocolpai Eo in ½ Allied" areas recovrred in battl'l from

Ci.ce a military goverrzren.t has been established in reoccutied
"Al iri" t>rrtorr,, the question arises as to the legal authority for
t1!2. cor:tinued eodstcnce of such a miitary govnrr=eot. Such la overn-
nent may cortinui imtil the circrnstanccs justifyh, its est' .'lxs=tunnt
cer'e to % xist. Both the internaiional lai vwiters 20 and the Supreme
Court 2_/ agreo on t!J s princinlc.

ostated by i-~lfhnor:

" o>cerionr.ce of the United S+ ' tos io.er. .ent,
thlcrcf)r( ,'t a> to fc evidence derivable al-ost uri-
vwrs-lily fro.m th histrop of other n.ti , that rmilitiary

gcve':t ~cc<-cs at thes prIcsure of -i>i who instituted it
Ur)) such ~oo,]li.tiovs as el ects to imposet, ,an* ht its
t-vilnation is nit in point of time coincic <n, either
nec-cisaril2 or -cnerally wth t e cessadian if host!l ties

!etw~ n ? ,cennins bcll re n t."/

Is it s t. r'sonci iv of the AItlm> i CO-.ararcr to cle'omdne -

vthpther ci rcuv-stincct r lCrc t astUl o 1t4bls> of a T;ilitary gotnnt t,
so is it iL_ r o)oos- uiy to ]rtrmino wht s circrJnsttnces
continve to fxist. IF oriov. r, his 6. o canlen ot h, :;3stion i by the
courts. *23/ T>A½ xs only nautura!l as' is ....onsi1 for teo ultimate

1 ii- ora p .o h c! ha? nian~;~1; rod % a break-
Ado~ n ntl ' "vi'in <conog bl',:inik to cN o-:t zE:R . lly oth. r rile

,i!>lht !v <!%sO-troilis ¢o-t $ 0 s*, ,hr- trPo' t tor . ?.U Alli'Od con-
man-rt to - ' <O. i, o 'r t . -T-h- *'f I mil-
ti.rf Cvo r mn: nt in ca nartlct arha aroa has arrtv d.

o/ Gpai -t, op. cit., suvra, fonltt 1, p. 321; !·4ooi, The Law of
Cixv" jov__r¶i:,it in tot .ct to ilitc Occupation lr; the

j~ .....r of-s. · (2dL ' 1'O2) p. 13; Dirkhiror,
Op. c 4 t, smLn, alt No>7i j3, P 3

1 5 Cro~s v. Hil2 Son(l t) i6 How. o , l1 -L-lp. In O rlb ans
~~v. S t rw(0< a i o n s' pra r. 8) th.' e " hoF o valig.ty was

el, tab ,u'tws x.cwt~ ,c. ~ ,. C'CiLG > > i} VD >slt 'i ' aft r
r n . . t h- ! bin institutd iln the ar, a in ' ioth th

prop vry \v;s oc1at 6d.

22/ O. cft., supra, footnot> 1, p. 3i8.

23/ :. ly t. )(1 (No 1) 130 '.S. 71, i.
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B. li.i].rcr .zt Rooccl, ation of Tcrritorl1 coro{

.n~ti ir . i]-}nro.n csmllt or - o£f t - onoal t<i t '-h re
thI., 4s a ri'irt to OccUrD thsro is a rI to occupation costs :-a bOi
£,Lti xn the cay es invol)vinC bhleigcrcnntr rooccupation 1y thi r,>c' 2 rn
of tcrritory controle.4d '. i:nsur.r.ti mists. Such cases occurree In
.onrocti ln .with th r,:caturing of certhin torritory in thc south un .'n

C{ ti War. In t., case of Dow v. Johrnon, ti. cm S tio-r- Coulrt sttioo.
irF ..n q uvocal t trhs tkvt Now 3 an trt £f the Tnit:d StaiL:s was
to !t c t'zirixd occuni:d ncmy tcrritory. Spmaking of the question
of i.h -rt, wr law to apply durin' the pcriod of such occu'.tionj the
Court < 1c]'.r *d:

"iiThe cuestion here is, 'iat is the lau 'c' govcrns
an amty invadin an anonmys cevntr? It is not thea civil
!av of th, invtdod coi"-txr- it is not the civil law of
tie conqucring count-ry: it is milita r l tw1 - thc la
of war -* ¼" (UnLrsooring supl 4.) 29/

Al.thoujh te qu.c tstion'o occupation costs as such was not in
is. inn i Ci!vil>l Tar oasos, the Court novertholcess indicateri its

oinrl n tiIat th{ genrertl ruelo of£'ccuration costn Lss aslpl;ioabl!. In
pl{ Orleans v. Stcship Company, the Court stat.d:

'tin such c. 0c co..acring povALr has a right to
oisplacc the pr -e.ilsting authority, Lnd to assume to

,uch ext.ntits .t y deem prop r tho -rxcisc itself
of al1 the p,rL rs n1d functins if *ovwr' rnt. It n:"
ap o..nt _. 1t nrcssaYr officers - nl clothe tin ith
4.._sirnmt.d np r, lnro -or 1 ccordin? to its
plersurc. It 7t rocribo rth vlnuos to b5 paid and
'm.ly thom to its oel usu tr othervinso." (Underscoring

c i A) j]

TN£ ~ vv c-.- s s r: significant in that theyV bth .r: cxpr ssions of
':t ti 'Unit id St-t s Sutr mc Court constl rod tho amlcablc inter-

nation.! la "x in c nrJ cti l -niti tho status f roaccunied or rccapturAd
ttrnrit:ry. In the habove caSs Unitd Sta:ts Courts held thit Unit." 4
St.tcss te;rritFry occupiAd 1b the Union Arcies culd b£ treated in the
sar, ,iy *as stlrictly enemy tcrritory. t -,rl s om tn t Untl States
Coeurts 'u]d hold, a frtiori, that th, sa= re arl li¢s apcs-c the
t. rr tor involvi d Tis tlhat a tahir countir.

2)/ (1379) 100 U.S. 1o, 170.

30/ (1 2 7Q) 20 ',all. 337, 394.



It is interesting to observe that althou:gh the situation
d iti cate ory of case is clcsely relati.d to Lhh rtocoupa-

n of 2i.ed ]irritor,j ti-e reasoning and lanittuare of thre c"rts at ,
L:rcs!l1 tIia, usie! in the strictly lenoxI cases. However, nore
-rltant tra the rationale, for the purpose of the thesis heriin
dev io is the fact fat in thiis tv-e of case aso, there is bot!
rilht to occurpy and th rilhi to occupat:i on costs.

o. Beiiimrent Reccuoration if Terri.tory Recovered 1- Allyt of

it 1v be n1 ote! at t"i.'- eiie4orent reocsupat 4on if enemy
t rrit tr Is in tm cat -orv 'trnd rw vhih wo ld fall

carus >ls t iTe i it on >f Prnce r thce Neithcrlads from Gersan
cn Lio!. This type f ccat!n is another i]l.ustr-Ltion of the nrinciple

theat wl ,-re t a {h1;lt to OC-$ mre Os tih- right to occunpatiOn

'i} obai'!nf the 'ccCUpicOd >rea to ear thile c)sts of h
rcuratiuv;he rr. the :co'ant -isf a o icid ation :as hecn

rtcuonizf;l i fromt very in'cipince of int ernatio nal law and frcm the
earli st thrir:ing on such pr'oblcems. The rationtle behind tht s alloca-
tiri, of fir.qitci al rcsponsibility appears to Ile se oei te - Pfct t!aX"t
the rv rrrment of a eountir vich liberates +he territ,'r if its ally
from ncoi rcnl];tijln is cLtitlced tio occupa:ion costs as a rciraburs-ment
for t?.-:pns it his incurrrd quzite apart f'om any righIt wn!.ch i ay
l,' ar:vrd as a rrsfit of its conquest of toe area.

Grotius discovered in Genesis 31/ the eartliest knon pregodent
for t h th2eory that an ally is "ntitlcd to r-i:ibursnent for hs costs
at. v,2n, rtelates tat v;hen Abrahan rturned to Sodom as vict r

ovwr t:, five kings h broutt with him spoils captared from th imty.
Armor. l~rfo2, ,r, J-Lods r' -ri which had bcon seized by tlbc

nr'n, frIm fir: King of odonm ;ho was Abraham's a ly. Citin t dis-
p:,sito f t!is matter as a rrc! lent on the $us!lm A' u'?lth: - n.'-

th]inr -,y he 'Jolducted :: tia{ wichh is rc storeŽd to an ally aft'r r.-
cp[tuy- fr r th.K ormy, 'r*Liar statis:

Agaian rcIs rot to attribute to ar1y other caus' the

arran mot rh]ch the lin nr C Sodnra pro,s,-d to Abrahm,
that ,hr simloi rm:tate the prison, rs bt oeer the other

ins for niis, rlf in return for his toLl and danger.
Ahrahm, howvr l:r g a an nit e la ef pious 1 ut also
of a !ofty nind :i*tti, at ~! for him-
sr'.f; +'t fry th t. '-><qs t hat were rc-v-rrcd 4 as
th,'»' by i-s ow r-1 't hte gaw'at , th t Ad, deductcd

i1/ Chaprter XIV.



t L CL S> oxnenls-s, and [esired th-t a share he
a t o }is aiies." (TBndersc rin sunplied). 2/

.i0e " rn son lt w"as suoseolrtent2 ·r ,.rc 19t text wFLrrrs
into the foliowt:w generLi princip le:

.'..h the r,rtomtior of t.. prcne:Pt: or terrnt4 rt<
'u,}C has h!o in trhe captor's possessiaon s acccmplih K
I, nar t rther than the oa.7r, t+: s'.rvicc of restora-
ti shoul ree.tve proner a~e,.lvdeomet as in: n-hcr

ci (>I of !rvIcs.I3" /

VC)o{}}h'r case :hich is valuable a: a historical nroced;vt a
au , cs~ticn L~ a~ of trhe proper princi}{!e of in io+-n ..nil
~w' Lonl ctlf to it'iati'ons s'uh ail t.fiat unler ,isy-SSiy n is o01nd ir
hlae oont'rovorsy tc orta an,'t the ci)rInds wAch aro-o 0ut of

tA:ro 'C;r IL':th Spain. I rin[} t'c war t'e 2 eth-rrl:nr s ocoie d certu n
lor r Fort.-.o-se colooni:s "i :"l h:ad bon seized ty 8 ain. At the tr-
tinatictl of t, wair th' o, c+1:3llns refused ts restore these colonies.

JltJ F the maft.' was disrosed of t"v a a- .r fnit which itlt"rned
colidt Po .rtu. i an> re comrpensod th'etrans for its

yr.k~rsrce$ k ti}orn Chief Justice marshal ir1 as a I ,rist
of ;rret r"It4 a oi"n" ' dtis-aprovec< tf t+h a<ti tul > e whAch h -en

ao t e .:...s teere.ot in the folo, 1a

" 4 ' -n Portuol was rstored her 1--''' was eOn-
tttlto C, itSt < nosso:io" 4f n1ac~s which hr allies
had takln from thp nCtv savin: tho rt.'t of the S4 bes-

Ge 4erzlht, ihl 'lands 3 te .1e a claun for -v..s..
o <i I r ± ] 0o'c0upatiOn : - 1*" Undersccoring

3_?/ ;rotiws, o Jure BeLli ac Pacis (16V;6 ed.) Book IiI, i +antr-' XI,
sI I 3 (fnr!i~ation 3f Carnes-ie Foncdati n, Pio. 3 of ttw :i
of lI torr-t atonal Law.)

'il/on , ! lc.ntornati. onjP.al Law (th c]. 1935) p; 29 0. 7Ilson
, tLI r L.< yle the ib, 1i or Ls an all.y, tih obiigat on

of tile .... r ,oc dl] r½o&ly to sre], out t- hFiets
of h all aC.o

L_/ Qru ershoo{, ue....onxm J'ur-s P'1 i ,cJ IAi!ri D' Ž (1732 e. ) '?lptor
XV0I ras latii: -' f <Cmeii :no. XI7 of thle
C ...... s of In>tL.tytio:jal Lawt.)
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Vattel is in complete accord with Yynkershoek. In cnnsidering
whether a suibjugated Stato may rev,,olt against its conlueror and rassrLe
its former <overnelital authority, he states:

"If the- subjugatedState, has not :'et accepted its new
condition of suLjeotion, if it has not voluntarily sub-
mitted, and 'as reroly ceased to resist from lack of powver,
f its conqueror has not put aside his sworc'iin exchanue

for the sceptre of a just and peacehful ruler, such a State
is not really subduaed; it is :rcrly conquired and oppreousei,
anr vwer. delivered by the ary of an a] ly, it unqutstionably
retirns to its foi:rer condition. (sec. 2;7) Its 1ly
does not become its coaqueror; io is a lieratnr, ho,
the State is nerely under tl; ob&ligation of rez;xrpensinu"
(Underscoring supplied.) 3/

,nneaton in his Histor, of the Law of Nations 3/ quotes this
statement of Vt-el 'with aparovai.

i more recenr.t writer, River, supporting the same doctrine, gives
a souind if sorewuhat different t1eoretical eplanation of the ?rincii e
that the liberated cournti should bear the expenses of iberation in
his Prin:'ipes du Droit des GCns f_/, Rcfrrirn g to the liberation of an
ocupied State by1 a non-aJied third power, Rivier vrnitos:

'The liboratlno, eower has, moreover, a ri}!At to an In-
dervity; or at the very least to reimbursement for its
(Xprfses in accordance with the analoey of the adhinistra-
tion ,of 'a busin1ess."

"The right of third powver which has liberated a ter-
ritoar could be hrouh'-t unl er the ioctrine of quasi-con-
tract." 37/

32]/ V'attel, Le Droit dcs COens, au rincipes de la Loi NaturelLe, A½ liques
la Co .nduite e t aux Afafa oi ( d ae al is et des Souvrrains J(17

Book ITI, hapt. XIV Soc 213 (Translation of tih Carnegio Foundation,
Mo. ! of the Classics of Interrnat7oal Law). See also: Aalai, De
Jure et Officies BeThiiis et Discp?.ina lVilitaria (1'- 1 el.) i7ri
TIiT Tiapt. 5, par. 3'.

3_/ 2 ivier, Principoes iu Droit des Gens (Paris 10*5) pp. 3-13L7.?

322/ Id. at pp..i O-!l.
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An excellent illustration of the fact that the various theories
are freelD used to support tihe right to occupation costs, is the case
of tl[ United States forces occupying Cuba. In that case the Cubans
fought side by side with the Unir.ted States troops; and both the Prosident
and the Congress of the United States made it perfectly clear that this
country was not at war with the Cubans and that our forces were an arty
of liberation. 2 DThree days before the declaration of the existence of
a state of v r with Spain, a joint resolution passed by Conyresn and
approved by the President declared the freedom and inepenrdence of the
Cubssns. L1

Nevertheless, on the question of the right to occupation costs
for United States troops in Cuba, President icKifey outlining the con-
duct which the military forces occupyinr Santiago de Cuba in the Spanish-
American War were to observe, significantly applied to the friendly
Cubans the rulef applicable to occupied enery areas,

'1Thile it is held to be the right of the conqueror
to levy contributions unor. the enemy in their seaports,
townsr.s, or provinces which may be in his military possess-
ion by conquest, and to apply the orocceds to defray the
exp.enses of the war, this right is to be exercised within
such limitations that it may not savor of confiscation,
As the result of militaiy occupation the taxes and duties
payable by the inhabitzAnts to the former government be-
cane payable to the military occupant, urness he sees
fit to substitute for them other rates or modes of con-
tribution to the expenses of the goverrnent. The moneys
so collected are to be used for the pnuroso of payirg the
expenses of Cagovcrnment under the military occulpation such
as the salaries of the Judges and the police, and for the
pament of th expnences of the Army." (Underscoring
suplod.) .2/

!4oreover, the propriety of the President :cKinley approach was considered
and the foregoing statement was quoted with apnroval by the Supreme Court
of the United States. 43/

Thus, it is quite evident that there is a respectable body of
text writer authority and sone case precedents for holding that non-enemy

Ai_/ See Encyclopedia Brittanica (lth ed.) p.' !CO; and Xoeler v. Henkel
(No. 1) (1900) 180 U.S. 109, 11-116-12i.

i_/ 30 Stat. 733.

h2/ 7 M'oore op. cit., sunra, footnote 1, p, 263.

/MacLeod , U.ISo (1912) 229 U.S. 416, 426.



territory recaptured from the enemy by a third party is liable for the
occupation costs. 4hat is :ore significant than the authorities cited
is the fact that there is no international law authority in contravention
of the views expressed. The factual situation is an unusual one and
in tile abs nce of precedents, cases or text writer authority to'the
contrary, reliance must'be h laced unon the etxerts in the fiel, both
ancicnt and modern, who, having considered the question, reached the
conclusio )n that under international lav the occunied territory 'as liahle
for the occupation costs of an Allied governnent wh.ich had driven the
corion enemy from the territory.

Not only is this result the only one that is consistent with
the authorities on the subject but it bears out a principle to which
no excention has been foundi where there is a right to occupy, there is
a riJht to occupation costs.

D. Non-Belligerent Military OccupatJ on.

Ion-belligerent military occupations are those which take ;paco,
often or. a friendly basis, and always at a ttme when the occupant and
the territory so occupied are, at least, tocihiically at peace with
one another. Such occupations may take place either at the express re-
quest of the occupied territory or without its consent as in tlhe case

ere the occupation is for'tle purpose of enforcing provisions of a
treaty or recoverring a debt. This t*e of case which is distinlish-
able from the bellierecnt occupation, with which this memorandem is
primarily conc'rned, is specially valuable in supporting the thesis
that <hrere thrn is a right to occupy there is a right to occupation
costs.

There tis hardly a more effective argument in suprort of the
propositmon iht a lawful occupant is entitled to occupation costs than
the arii .ent tht not only are the theoreticians in agreement hut that
during hundreds ;f yars nations throughout the world have entered into
covwnantz and tri atis ~'iich ehuprCssly stipulated that the cornts of
occupat ion cwre to be borne by thi 0occu-iid territory. ins constitutes
the recognitiorn, in actual practice, that assessinrg costs against the
occupied territoxy is the proper methcd of handling the questicn of
occupation costs and that such aJiocation of financial responsibility
is in co:fonrity wdth tie standarids by which international relait e/s
are governec!,

In his book entitled Des Occupations Lilitairos LX/ Robin miaes
an exhauistive study of non-belligeront military occupati-ns. Under a
chapter headed ";Tho is to Bear the Burden of Maintaining the Arn' of
Occupation" he states:

Robin, Des Occupations, Yilitaires En Dehors des Occ:upations <c
Guerro. (ll? translation of the Carnegie Foundation.)
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">, :: :. in the majority of the treaties * ,~ the cost
of mairntenarnce of thie occupaion forces is in general
charged aEainot the occupied coanty. And re find this
rile sanctioned not only in the case of the most recent
occipations, but also in those we have encountered in
exa:ninig tre ancient law on the subject." (Underscoring
sup.nlied.) 14_/

li states further:

"Thus ae see that it was only by exception and because
of special circunistances that treaties placed the burdeii
of maintcnance of the occupation forces on the occupant.
in pri:nciple (and we have explained vy this is so) that
mtntteance falls upon the occupied state." (Underscoring

Aftcr'reciting instances from antiquity, the middle ages and
modern tim('s) the author continues:

" in the nurerous occupations which'followded each
other in the course of the nineteenth century, vwth the
excevtion of tnose which disgnise ccss-ones; sovf roiunty,
it .as boern an .lr!ost unifonr admitted principle that the
mirn.e an;ce of the arrny of occupation is incurbent upen
the ¢ccurmr conutr;y. e ra" cite particularlyr in this
cornectJ .I thc trW t os of ~i, 1, 179), and of February 21,
arch 2o and August 19, 179± , bet;ween France and thie atavimn,

Cisalpino, Roman and Helvetian hcept:lics; the Treaty of
Liarch 26, i., bet'ween France ard the Kingdom of the To
ticilios; the Franco-Prussian convention of September 8,
1l01, concerning the occupation of fortified tomis along
the Oder, the Traty of November 20, 1i•i, between France
and the-Allied Po-rers; the conventions of Felriary 2 and
July 2&, 15.21, relative to the occupation of Nap/es and
Fied-otnt by tustria; the Treaty of July 10, 1819, between
./ernark and! Prussia corcerning the cccupaticn'of Schleswig

e Swedish troops; the Ccnventinm of April 22, 1i8,1 betw'enp
Austria and Tuscany, for the purpose of refulating the trms
of the occupation of the Tuscan Duclhq by Austrian troops)
folhovngn the r-storation of the Grand Duke in 18j0; the
3onvwr tion of lEiramar (April 10, 186k) between France and
the !rxicar .E.pire; the Proliminarires to the Peace of Versailles
of Febrary 26, 1871, betwSeen France aned Gernany (Art. 4);
and the Russo-ThrkIssh Treaty of Sanr Stefano concluded

1i. at 267.

I!. at 266.
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Mrch 3, 1878 (Art. 8), wich provided for the occupation
of Bulgaria by the Russians." (Underscoring supnlidc). 4/

Certainly, the fact that the vast majority of treaties which
dealt with the subject placed the costs of occupation upon the occupied
territory is persuasive as indicating that type of term or condition
in a treaty is accepted as the usual and custoamary way of dealing with
tho problem. If nations agreed to such terms it can hardly be argued
that imnposition of such terms by an occupant in the absence of an
agrrcmont is a violation of the standards and practices of international
conduct. In fact, the consistent practice of nations indicates that
such a p:rovision is declaratory of the law of nations.

In s'mmary it may be noted that the rule of th',b that with the
right to occupy goes the right to occupation costs is not limited to
belliforent occupations in time of war, but is a standard of conduct
V~tichlhas been recognized and practiced in military occupations of all
kinds, for many centuries.

/Signed/ Randolph Paul

Id. at p. 261. It may be noted that the auithor concludcs in the
face of this wealth of precedent that in certain instances costs
should be borne by the occtpant in the cbsence of an agreement,
because the occupant could, if it had desired, obtained sucii an
agrc*ment frnom the occupied country.
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T ESASUFY PEPA RTIENT

Washington

FOR ELEAS-E, MO1IING NE;SPAPERS, Press Service
Tuesday, August 17, 1943. No. 38-10

The Treasury and War Departments today made public further

details concefning the special currencies employed in the

Sicilian operations:

Financial and military plans are so
closely interrelated in modern warfare that
it is necessary, for reasons of military
security, to maintain secrecy regarding
financial arrangements incident to military
operations until the financial as well as
strictly military aspects of the initial
stages of the operation have unfolded.
However, military secrecy ceases to exist
regarding the financial measures effective
for an operation when the relative decrees
of the military commander are issued in the
liberated aprea. Accordingly, the following
information can now be released supplement-
ing the story previously made public regard-
ing the printing of ):llied Military Currency
by the Bureau of Engraving and Printing.

Measures to meet the currency problems
incident to the Sicilian operation were
taken jointly by the United States and
British military authorities and insofar as
American interests are concerned, under the
guidance of and in consultation with the
United States Treasury.

A distinction is to be drawn between
the two kinds of currencies, namely,
"spearhead" and "occupation," employed by
the United States forces in these mili-
tary operations. The "spearhead" currency
was the "yellow seal" dollar which is a
regular silver certificate of the United
States Government, the yellow seal being
used to distinguish it from ordinary
United States currency. This distinctive

I



mark was adopted partly for security rea-
sons to permit the isolation of the currency
if it fell into enemy hands, partly to pre-
vent the influx into the area of dollar cur-
rency already in the hands of the enemy, and
partly to facilitate its entry into the
United States by freeing it from present
restrictions on ordinary U. S. currency.
The yellow seal was first used by the United
States military forces in North Africa and
was again used as a spearhead currency in
Sicily.

In connection with the use of yellow
seal dollar by the United States forces, it
is of interest to note that concurrently
the British forces used the British Military
Authority pound note. The B.M.A. noete is a
special currency and not the regular British
pound note. The same exchange rate for con-
version purposes was established in Sicily
as in North Africa between the B.M.A. note
gnd the yellow seal dollar - one B.M.A.
pound equals four U. S. yellow seal dollars.

The occupation currency employed is the
Allied Militar Lira which was described in
a previous Joint press release by the
Treasury and ra'r Departments. This currency
is being used jointly in the Sicilian oper-
ation by the Allied military forces to sup-
plement supplies of local currency when and
if necessary in order to meet the require-
ments of military operations. For obvious
reasons it was desirable that the Jllied
forces should not continue to use pound and
dollar currencies longer than was necessary
and should move into currency denominated
in terms of local units es quickly as the
military situation would allow. It is not
intended nor desired to replace the local
currency with the Allied Militnry Lira Cur-
rency unless absolutely necessary from a
military standpoint, but rather to use the
Pllied Military Lira to supplement the sup-
ply of local currency.

W"hen the United States Army obtains
Allied Military Lire for expenditures in
Sicily for pay of troops, supplies and



ethler xpenditures that would nonrmally be
charged to its appropriation, it will charge
thc relevant Var Department anpropriation
for the dollar equivalent of such expendi-
ture. The decreed ratQ of exchange is 100
lire to the dollar. This procedure, it was
pointed out, marks no change in the custom-
,ry control by the Congress over the size
and nature of Army appropriations. Congress
retains its jurisdiction over such army
expenditures. The British military forces
are following a parallel procedure with a
decreed rate of 400 lire to the British
pound. In all cases complete records are
being kept snd a detailed accounting pro-
cedure has been set up in connection with
the issuance and use of this currency.
These complet~ records will also facilitate
the adjustment of financirl matters growing
cut of the military operations of the
Allied Forces in the occupied area.

The 2llied Pilitery Lira has been made
legal tender in Sicily and is interchange-
able nt par with local lire currency. It
will be in every respect as acceptable as a
medium of exchange as the local lire cur-
rency, both to the men of our fighting
forces and to the local population. Insofar
as our troops are concerned, arrangements
have already been made so that they may
remit all or any portion of their pay which
they receive in lire to the United States
against instant payment here in dollars.
United States soldiers leaving the area may
exchange lire currency held by them for dol-
lar currency at the decreed rate of exchange.

On the other hand, for obvious reasons,
War Department appropriations will not be
charged for expenditures in Sicily by the
Mllied Military Government for local povern-
mental operations whether financed from
local taxes or revenue or through the use
of Allied Military currency. Thus, for
example, the Allied Military Government will
not charge Army appropriations in connection
with the maintenance of public schools,
water systems, salaries of local officials
and the like.



Officials emphasized the essential dis-
tinction between the regular issuance of
currency within the United States and the
issuance of a special currency by the mili-
tary authorities within an area under mili-
tary occupation such as Sicily. While the
former is governed by the Constitution and
the statutes of the United States, the
rules governing the latter are those of the
law of nations as established by interna-
tional agreement end the usage of the
world. Under international law, the Hague
Conventions and the decisions of the Supreme
Court of the United States, the Military
Commander in areas occupied by the Forces
under his command has all the powers neces-
sary for the carrying out of governmental
functions.

These powers include the right to pro-
vide for the currency needs of the area
occupied. In fact, it is a fundamental
principle of international law that an
occupying authority has in addition to its
powers, certain obligations to the inhabit-
ants of the territory under its control.
It must take whatever steps are necessary
to secure public order. The latter cannot
be maintained unless the continued opera-
tion of local trade and c'mmerce is pro-
tected. This protection includes the
establishment and maintenance of an adequate
and effective circulating medium,

The Allied forces must be in a position
to meet a variety of conditions which they
may find in areas occupied by them. The
enemy might, for example, adopt a "scorched
earth" policy which, on the monetary side,
may evidence itself in the withdrawal or
destruction of currency stocks and the
resulting depletion of the circulating
medium of exchange of the area. On the
other hand, the enemy might in its efforts
to cause maximum difficulties to the
occupying forces, flood the area to be
occupied with local currency to such a
point that it becomes practically worth-
less as a satisfactory medium of exchange;
and may even resort to the use of counter-
felt local currency.
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Financzial problems will vary in dif-
ferent areas freed by thn forces of the
United Nations. Although the basic prin-
ciples underlying the authority of the
Military Commander remain unchanged, the
details of procedure must be adapted to
the circumstances found to exist in liber-
ated areas.

It should be noted thet in contrast
with Axis procedure, which is governed by
a policy of exploitation or of cutright
destrudtion of the existing economy of a
conquered area, Allied Military policy and
procedure is governed by a spirit of lib-
eration and a policy of rehabilitation and
fair dealiing witi the liberated peoples.
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Invasion Cash
Sparks Query
By Economist

as the Asroevt prss
New York, Aug. 4--Walter S.

Spahr, professor of ecormis at
New York University and serre-
tary of the Economists' National
Committee on Monetary Policy, to-
day called upon the Treasury De-
partment to explain the value of
so-called 'invasion money."

Spahr said the press and Con-
gress should receive answers to!
questions concerning the various
types of notes, subh as the "money
that is being printed and issued
in Sicily in terms of lira." Infor-
mation given out at the Treasuy
thus mar. he added. "is significant
chiefly bocause of what is not re-
vealed as to the nature of this
tranaaction,"

serve against it, and how and when
is it to be redeemed?

After the Treasury tells us the
nature of the money being ssued,
we need to know the authOrity for
such Issuance. Has the Congren
empowered our Treasury to issue
this brand of currency? If net,
under what authority does the

lIiturnatim, Looking TP7asury uofmetrae uu trams,action?
The important things for the

American people to know are not ifound In the story of the platnning, "Nothing in the Treasury state-
printing and distribution of this ment on this currency throws any
new paper money as released by light on these vital matters. These
the Treasury Department, August ae questions that call for answears,
2,' Spahr said in a prepared state- Iand the press and Congress should
mert today. get them

*'One thing that we In this coun- Gernany devised the diabolical
try need to know is this: What is trick of gohig into a conquered
the nature of this money that i ountry with fiat monW-for ex-
being printed and issued in iily ample, German-printed inconvert
in terms of lira? is his Pape r i paper money fr s in France
United States notes? I it silver -and buying up the goods of the
certillcates? Is it merely outright onquered country, nd flooding It,
fat money? wihu money

'Some closely related hquesol tb e Treu has re-
Who is liable for the redemptn vealed. there is no way for the
of this currency, what is the r meran people t kow w

wr Government it using eixa
taetds, or is i sJef i tn
money in a legiims La g. 51

the ints raised e America
people are entitled a full n.Plmanaom

O
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TlEASURY DEPARTMENT
washington

FOR IW4EDIATE RELEASE, Press Service
Monday, August 2, 1943. No. 37-85

Joint Statement by the Treasury Department and the War
Department:

Allied expeditionary forces, seeking to establish orderly

relationships with the people of liberated Sicily, are intro-

ducing into its occupied areas an "Allied Military Currency,"

speaking a "Lira" language that will be understood by every

Sicilian trader and consumer.

It may now be revealed that a distinctive curreney, de-
termnnined upon by British and American officials was made in
the Tressury's Bureau of Engraving and Printing. It was
rushed to the scene of action by huge transport planes and
is being used as the medium of exchange in that part of Italy
that we now hold.

A part of its legend reads "Issued in Italy."

At the same time, it was revealed, a comparable series
of postage stamps will be introduced into the areas under
military administration.

This is the first truly Allied venture into the field of
military monetary expedients and an undertaking without prece-
dent so far as the United States is concerned. The distinc-
tive lira currency will be used in the payment of troops of
all the Allied nations on Italian soil, and in payment by the
procurement services for local supplies.

Government officials said the undertaking is designed to
give the occupied areas a currency in denominations and terms
which they know.

It provides an adequate circulating medium in sections
where there may be a shortage of local currency because of
confiscation or destruction by retreating enemy forces, or
from other causes.
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It avoids complication of the monetary system which use

of foreign currencies might cause.

Previously, the United States forces in North Africa had

used a regular "back home" currency with a distinctive seal,

while the British had used a "military pound." Now, authori-

ties of the Allied Nations have worked out this cooperative use
of a single medium of exchange.

The preparation of this military currency and postage in

advance of the invasion of Italy is itself an amazing chapter

in the story of the gigantic and minutely-detailed planning
that preceded the expedition, a story that must, for the most

part, remain untold until after the war. From the standpoint
of the physical undertaking alone, there is no precedent for
such a job. Presses of the Bureau of Engraving and Printing
worked 24 hours a day, not even pausing for meal periods, for
weeks, to have the stocks of notes and stamps ready for the
final, revealing overprinting when the invasion actually began.

The planning of the job goes back some four months, when
high officials of the Treasury, the War and Navy Departments,
the Department of State, and officials of the British govern-
ment laid the groundwork in a series of extraordinary confer-
ences held in utmost secrecy.

No inkling of the project ever was put in writing, no
word of it spoken over a telephone, end no discussions of it
carried outside the conference rooms.

Designs for the notes and stamps had to be completed under
similar conditions of secrecy, and stocks of distinctive paper
and huge amounts of inks of various colors accumulated. In

none of this preliminary work was the country for which the

notes were intended ever identified,

On the basic designs under consideration, where now the
words "Issued in Italy" appear, the words "United States" were
placed fictitiously, and where the "lira" designation is
printed were such unrevealing terms as "dollars" or "shillings."

Basic printing of the notes began early in June, with the
name of the country and the currency designation still omitted.
Huge stocks of the partially finished notes were accumulated
against the day when the "go" signal should be given.

The invasion news was flashed to the world on the night
of July 9. Key employees of the Bureau of Engraving and Print-
ing stood by their telephones throughout Sunday, and continued



at their posts until the printing order was released by Army
authorities actually on Tuesday, July 13. Huge presses immedi-
ately began to roll, overprinting the partially-completed notes
with the identifying legends.

By Saturday, July 17, enough had been completed to load
a huge transport plane, but transportation was not available
until Monday, July 19, when two planes carrying seven tons of
the distinctive money took off. Other shipments have followed,
both of currency and stamps.

The currency introduced into Sicily is in eight denomina-
tions from one to 1,000 lira. The smaller denominations are
half the size of United States currency, and the larger denomi-
nations the same size. It is made by a lithograph process,
since the time element and the size of the undertaking did not
permit steel engraving.

Except for the "lira" designation, all the legend on the
bills is in English. The "Four Freedoms," Freedom of Speech,
Freedom of Religion, Freedom from Want, and Freedom from Fear,
appear prominently on the reverse sides of all the notes,
Ornate designs in pantograph, of a neutral nature, are used in
the series, so that it might be adapted to the needs of troops
in further assaults upon Hitler's European Fortress merely by
overprinting the proper currency designations and name of
country on the basic stock.

Smaller notes, of one, two, five and ten lira bear a
wheat field scene in brown on the face, with the denomination
in the center. Blue, lavender, green and black borders also
identify the respective denominations. The words "Allied
Military Currency" appear on the upper margin of the face and
in an ornate oval on the reverse side. The face also carries
the legends, "Series 1943," "Issued in Italy," and a serial
number. The Four Freedoms appear in the four corners of the
note on the reverse side.

For notes of 50, 100, 500, and £,000 lira, borders and
ornate design of the front are in blue, lavender, green and
black, respectively, with the background on all four notes a
pale blue. The denomination appears in each of the four cor-
ners on the face, and in an ornate shield in the center. The
words "Issued in Italy" appear in ovals at each end, and the
words "Allied Military Currency" at the bottom of the note.
The face also carries the designation "Series 1943," and
serial numbers.
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The reverse side of these larger notes is a subdued brown,
with "Allied Military Currency" appearing in a center shield,
and the Four Freedoms in ovals at either side.

The Allied Military Postage stamps are in denominations
of 15, 25, 30, 50, and 60 centesimi, and in 1, 2, 5 and 10 lira,
They are all of the same design, distinguished by colors of the
usual United States postage series. They bear a pantograph
background, with white lettering, and the denomination in the
center of the stamp, are perforated, and on a gummed paper.
Both the stamrap design and the overprint are put on in one
operation on a two-color press.

-00co0-



* j

9
I~~~~~~~~

1-

(A) 1 -
ta *-~ Cm_~ m ~e'~l ft~m4

w, !a Mlq Sa $4

44) t~~~~ S is -i
~~~~~~~~~~~~~~~~~~~~~~~~~~i·

'a Ii4sOWp
M a t e -Ir ,

w Mtea`

91 �� 1% W"'. , �v �

� ; �% - v -Di � . . .... ... ...VWW�m� I..
� M'.

� Mwha�� M
I t

I

1 p>4

V

V

-- - - , " , , I I'll11 I I-I - . . -r~- ·- · ·--- . II

.. , 1, , I, � � .1-1

N R v pu. M�
.S MCP-.- 4&r X,�t , -,
. � *A- �� A

41



J, V

SnQl '0-, K .

'r ~

,. ~
] "- , N~K
V ~ ~ .

1; A

m ,

A SMISW u1S S - b~~~~~~~~~~~~~~~~~-

a
.. - a ·ta a

n. p- %Wt

an a tnS flUI -'~ iiw S4" wtqfi 44

asn to ,

794<w.M

-�p� �;A q � ��, � I

KI,
2IMR,�k '

q~ .- M.- -q�m- �0�. oW OP4
C� � !M�

Wl



a t: e ne - Sw 1*
m-I:~r~ eas "ir U.S vw· a

Uam"*r a OaflV9aA^n 4M~

- W tK. ~~~~~~~~~~~~rpnt w at ~ ~ ~ ~ ~ ~ ~ 1

rwon as wniawe
Atr A00% VW VWlasI "

atW~t at t srn~ g# aa-
U4 w 1A" toon uo -~

it aO-0 aa

ste iai~tm s~·:
-~~~~~~~%- ini

-~ ~~~~~~~~~~~ -I

~~~~~~~~n~~~~~ ~ - an ha.w
ts ~ ~ ~ra w 1wmS b: ·t



I. ~ ~~~ S*" · ·.- li·· , X·l

"" ~-4*

at ~ ~ : -. i *·
i·"-W*i ia·

_00ntp VW-0

0 tI.

1w uSC itul tt .

-4, east -
ioiiSfi bHq t& *

-U a~1-.iip a ;t ofltfle ai go

rim
eT~~~~~~~~~4a ~~~~s~

· r' ilanl

nqtttets~~~~~·_-,

Zr -See
.- 'w- atci *-:

:r Ssyts-

4-



so noMb" MeeUsloAt.1 'o lnaso m fatca~t*
tlttus .fl· Is flr we-

oau~~~~~~~~~~eI enaeith f ua *S.o

at go. ~

~~ 1I~~r 1
eq nsa __rr

nn i

U1SO o

.. a~abeiw~a~

-;~~ rSS
nS~ ase .



ye··
·-4- 1 · ·~~· · · I

*1~ rigt V Sw n ~ 6 MS to th
emit~~~~~~' Ut It a : a a I.·

je t:tf*er. ert~

= ! t o
enc e % k
VW 14~4S*s usbf

a.t"~
,t~ is or U4

rui* O
Z=te *O.t as-- mA**41ma
maof Am w tw eM

*a "Ual1 I*
- qemAMf'f

"Isw~ *0 cabt be ~

wo$V - - *At. m St~

"~~ etet *USS#0 1 the psom
00 44wa. WI"Or

ftltby ft"Sn, (~4)" fir t"S

n at .a - a a -

*nfLrw= t1n oU

n***144sat* o
it ros ily a

p.~~~.

I~~~~~

r~~~~~~-i~
a·.

a irs

I-W &

I .. .r

I

- I

8 U-'



~iE~S

In~~~~~~~~~~~~i, fl 1a

- - aaa -M
~be~ at 7 a

ski~ vs·r to i· n ~ S ~ ~ 4* S sI'

aw t r* M t~4S b

~~ tflt tl

inswoe oo 0,*;iq- 3Z o N-



4"04. O ;, ~= *
W a S - f l a t s f l* " Lw f

401*W*"W

~ A S'w a tt I mMW
w *em* a "

=40s 4*t
a=M a44= *S - S"

e n b e n~~~~~~$ " tn40

* 1- i I-- ' e; ·t a r t . ·t At a

a

I
n;.

Xi I-r

7-lii iD

: fr

", w ·



SU= twinS4 mas b 4 steas

34W boo - ja oW i IeJ a l a. mibs
fl~*mt* ae~ beer, It ~dk net* tM

PM"" a

thJ~mIn r~ watt atm "-,mmm &.ue .. *nn _S mm4e in*raMMJJ~_~ ~~~~AM MJNOi VJ 4t JJ~ ~~ ~JIJM

as~ o ( · nt MIins. (be 1$ ~ t.n MAg

A& as I a moo"tN M ,t aewIt

ztw 11r lo M* msa an -U~Mmw va J--MAItmdWhAMl ft -400"Oate 11tw"-rk.m It. marta mm 6 .I S "I sot" *a da Jm

fla~ ne t em n. a mm Ibm, t ratm me.

- eis ttO~ bdwb g bfst
62ra fla S~imM

Lu~ flir enS . nsanJs l
nna a s S~ qddsin sM'Sin

bmv, Sis :~~:--~ a 1* lIre h ;.s t.

'a -oo n* sta, ad iw&v~ lqai
am~w VS *1r5 .fl a tht*,

ad tr £mat*, Ia t* Ifi Sus~ ufatgs Mtm · a*aitb

the~~ ~~~~ ~~~~~~ -i: -I:i: - q d Shrs ta-*~~ Sc· e~.a
Us Wf'tl ta by thin ealsi~

an,,~r~;~



-3U*-

b00 tbo jfla it tk St

t lt A tmaa t "WO.

VW s 1n t" bflta St

TAWe#flfl V1 lftWed *V1 In M.

VA b*w vosesew~ h -" OWWO VWma. 6t~
me.tabe enDW SS44 C *4 atE. ot*Stol ~ A

In -~~~ ~~*t~~w St %W * ~td~l Iot at U
an"*0440 the 5 t

- tita as~Upq- Si e lat Wmits kawS9
go* too ASt. 0041t buqt tn-

so s "b~ 1 SS"O .fw -~o 06 S1" O n
ilt fl a at *4h U IN ~ w at a9 V&ftiNo P*t.M Std

0 aat *two Sb. 1 aq4*V vAum

Is~ ~ in fl~ th fltSe tt *f
twysla~:~ st lSo . t rten

.r~e a a u e 1t~Sndt

n r tnt to ~-r



9 0

tm w SA - atm ~ in w mintt . m ie e

imb - t # b

M· ~r 1flr -. S~u rt af npu 4-
Lanaal Lu isprmn m rr-

- Lw ~~ ~ 'ss~'* & -~aa ~** ~ ·*

-~ lm nm m *~·a ( Wm·im

g-*t~~~~~
i , ,V' $



~~L%~~~~: e"4

6~~~ ;L - en_;

rnan m r

a fl~~~~~~~u

k

ha

I
S4



I I -4 I

(2*~~~~~~~~·i~
,~~~~~~~~~~~~~~~~~~~~)

IiSW

*·

4 -;;

f -r_~~~~~~~~~~~~



~,~l~~~~~~~~~ ii. ·'m~̧ ~'~l:~ J41)~ A. uqa S"ayl Us ft at t *
ca* as - ·t~

I-- ,emmm ·

f-· .in - srs w

0) ~ e tf l

l~~~~~~~~~~~~~~~~~~~~~~

41~ ~ ~ ll .~. ~ s.

,~~... h gUS
0)~~~~~~~~~~~~~~~~~~~~~~~~~~~~i I4 -

IIr

us *as a tw t st · S*
:I ~S h·t ht *.·1 ·i '-'' · ·inj ma asostre~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~1:·· : -a ·:.r '·::'."

I i - ; F i- I -IiV ~~S ~,~l



-41%a1

pay - * mA at loom,

MO- -ontn· okS * * S

V0,4n - n,



��i�i61.F"s� �·,'8··-eI:;-i�- -·r'2:�:r:: I:_l:-�iP:��" : i: �:::: _i-13-: I :.· ·-��:-� ·· �-�·I· ·· ·'�E\' (·· ;_i 1_� I· -�I: �"I· "; :· ·, � · 1� · ·:."�- :: · ·, i · � I ·� · i,
_-ii i i ·s- .: :';· , · ;;r

UI :":is (:r .·1·· · - ;I '-r ." -(: .·- · ·.. ..- . ·I :·:·: · ·" B·· . -,.i-i r·i i,:i. -·:·:,· II :.1: : � -: -- ::: ..ii- ?;-: : :I- ;i :, -:�:�:: :-:::: :-::· ; .·I : '" ·-·· · ·-: ·: "-�-" -c: -' : ':· ·r -5�86::·�· f -I � -· ;.i· I- · I ,.· ; ·�, ·:_��:·;- :··i· · r;Q: -·- i. ;I.. .i r ;·; · --- : :.·- ' :: :: : i- · · :·-··1;· -: -·· ;···; :I : ;;· ·1.."·f·�·i-
; -· "·WI-· · ; · · - : �: - : i

·� ·I r· ·. · ·- :- ·-· ·: : :: '-·.· . i - · ,,d"·: · 1. 1. --·'- :· ·�Ii_·I -:, ;:: : :·· -: _.i: , · ,.· I ··:·.,1, ·-:·· �·: · · ·:;· · j·IiJ i:· · .I ::·�-I I -· ..�· .··. ·, _ · ·:;·i;::: : :;r·: :; --; .; ; ;:-: ::-;--; ::; :_· . � -�·. · · ' �l·rl



no a eta ~~~~~~*"aa tn t
of l St v - fl at lou

ate en a tzuw *stin. 4 Abe ftiz - lqOv ts

tu) ileflwoa a s a n h eta

~1tw : sent: e
Is S s O va to 0a ~ m

fw *Au" "A OMsMt Ue a toat btt

a en to a "'to as -A ti r 0

a ee tanu *=W* t ut flat $wo * t

At2.MM at
it to *Dl a1s.& t a"Xttn go ftetflqk -x StAo

et to %&"A 0" Meso- b0 witw U wips ut.. IV tr to sh
tow* St. tI a~tts&*ttOm% a a ~ w. toca

- be a a ~~~~~~~ i
~ at So ~ 2* fl ItsOmW ftkva,00 No se I

V U it AtiO* A. st i

S %~4bn*~bS.rantae
sUW Ut

e~~U~~s ~~st bo" V

- w

?



0
I

- .-.DO"N¼-
- U:-

1~4~Al

A

p. x I
j4

t

I4

IAR4<

Ul

R N4*

-fl

MITa

I r NOV -D

N1

1, I W �
�,N. I TN I � ��
" -rml�,N, - ,... V, "�,, .1 IAl 1�

�F � W

I ,

- : NPo ,

V
4

V , W~~

-4
I

V ·, · ·, I

42

4,,. · I

X 4 �.Z,I wlWl-g�q 'SE , � . ,'K.- -,� ��, mvm,�.� �,N, I
O;W�I �,

O
�� - � � I I

��4xa,,AMm� �,I , ��N

�,N�� ��

# hn4



Fr!? ; -C; ! ; i. r - . - .? 1-.-- , ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~yrrw. - --- UT'--~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~,, V I .~ .--- -V

· I'·~ ? %7 i':/_:: ,; j·;;/~/~ j

,,% ~ , , ~, ~ ~ ~*~ >* ~ c ~ , v , , ,*a

I ,

~L# # > : > ?¼ : ! ! i I ?

! 4V! a

4

'I

24

4 I " .

I , mom'..�-Vwl
Pil�ZW RNV .

�- V,��

75
4v

k

,M

A I
* IM - *ZI I L 1t

mB '

.A, i

.k,

I-

I :

I;

I,

t ,

W

I

. II � I

V

9'�

�z M.,
I � 1.
k g



V..

flt~~-

an~;. ·

· a -g P· s%

·- " 5 ~M m

vs¾-

Ws '] · ·:,



4 tr
C~br

In - - a~~~~~~

sip

ni a ~· "

U
~~ - ~r

S :e : w:C)

u-na0

an~~~~~A-t 0 irp
an. a v *ow a*

wo
W

Jt**00n!~

- ~

114 v -1

I

I



i" .6-.

0~ 0

.1 i,

;L ··NI- .,A

la

V

I Ak+ -- t , : 2 I~~~ lo, - , , ;~ 2 *PQ +4

A 1 44R~, 7",tI.1 11



t X >% . 4

A ~ ~ ~ ~ A

.A , , , * c> ( , ,, ~

, , , ~ ~ ~ ; , ~ ~ w ~ , , , , ,

V ?

A!Ii~ :$ i~ i i~i ;i ;1 ii : !7 1 (· i~ ~ i
j~~~iiii

4

,2

hI .:

II

~ --- R

· v,.

"· " :M

I

I··ifi f.;,gC;Ii··;.::



-W4

~~- · - ~ { m ' m ~ m /_____~··: I .:

~bn~e -· wan is .Ma vs. -c r - ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

- is mle " an

tt ** Lw

~j ~ a s lU Sat *M,
~t4f S~ SZ e

1 - I



a h

9*9Aa a~~ w

I .~~~i M :

S ~Dan ~ ~ fP ifO" ~ fk~ V* Val*
Ai smmo I-~a w *5 �R9W U.rarar

#w - �r- 4� -

*

04too"WWAN

=V�

-·io : ,- ii , I



ir ~ ~ ~ ~ 4

i: ~~j
14.

2 ~~~~ ntL~~a

K~~~~~~~~~~~~~:;~b~
V i-~

F~~~~~~~~" 'i

9<~ d 1 ~ .* izr;~a·r

'·1~~~

I· ;r; *

4~~~~ ~~~Iia *OmW at~P
& :id~i"

6~~ ·· ~

is

'I,~i*~d~

V~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ V

V I



0

%t *r

!*
I I I I MO* Sra*

M a ewl
*4Wk

-II·: ; ·-1000 vt e*w

bow
%VMo" ui -",CHa T ==0fl 1

I

'S

"~~~~-~S :'6;::g - ,

At*" I0* aswojp�
MZ�

r

-·i

I I 1, I Ai
I 1 I .
i2 " , ", . - .·

I:d~~·, · ·



- U 'l ;

~ 40~~*tan -
- ~~ ~ ~b OSs

~ ' *)~A"
- ea

S th *4 Utp ft100 *
40 ta0g0M.Sz

M. M54t vsowo.40a $s*e l 3
ate~~40i j~ n I~I

e Sac a~~~~~I

I I2k o 4on *tt 0

obS4 wwsAm
Sw40 00 "o

2

S"Y·_i-l

$·lr I

a a o " *piinl

4 4Ak aO m* I

A I I

IN . I � I, I , I �.V � . " - I I I I- I .I � 1, - '--
�-_ I� �. -,% ." , '... � I � Iu NI I

� � � UI� II e.� I� '. I, ��ik I �I ��I, M �I I I. II. ; k�



0t [<C

a.l
4. ¾.~ 1 1

tm1¾M:-A3

x ?il :" P, K

I>

; i

D-i··.. ·

'i-i ·: · ''
:i

I ` :a1·· ·
::··

:·:!··-i

·· -lti; -

: � �a

,i; d

f�·'-.id·ci;·
i·i · i:r

r t2

2A,1

*:·

. I I



I - - - -*

Ic) tv, · .,
, I11 7 IIl I ~ \"



4 4

i I IIIm

II
I*

Wa , ~ I -, I ~ 7 ~ I 1. 1, t

-Z

W

�L � �� ,
1

It . N I

� I

��j

�cA

I
I
I

1-1
.k

I

O

I
a

I

·i ¸

i. i ~ii

~ I '' ,!~~~~

- 0 i

- , - I � ., � � ::: j �, ; , L i�� � � � ,

I I



*~~~~~~~ 4"asta U* POW U-o WV W0 04 4$
"04WW OW0rWWt=M -7.'

ttat bet Stt ~ tb

*oi 00 powa sAlt

~arat list ~atts SrS# *4* r6 telar ati~ ~. jan;;rj 4

~a 1 *1* a1 late hew #q Mfa -tua MAUVnWt sal
Atbe"~2 an." Ž- in pi"l t Udf %* P"MOAOw

tt sininmufltiftbu at ao w" 40t*a

the #f bof Ot, flatwt*Ut U b a00*0 *t*Oam
*A et isum - fs"mti o" 14 Alo"P

aaaa taln Uf tttUw v Mu 1~^
St Wanhst t Is S1 at1*e to WM to0 mwi

VWn fstAK bea* *map,. tmettn$ad WMU Za aAtm U r~wf
Ms " or *0sft4i mwtlt "At wo * St amea"a

~~~~~~ a.c t. be- f nnut
It~c toonaaa~c~&tniaaemaea



0

1-4a- , - 4

4 i1i



April 7, 1943.

e; Occupation Currency,
?rtint Fnid Use.

I. Manufrcture by the Bureau of Enravinz & Printinr under contract with
the Thr Depsrtxent.

Part of the Bureeu's work is the printing of rarticuler types of
docwuents for the Government pursuant to the direction of Congress
and xi for cut of the Bureau's approprietion. (For esample, bonds,
notes crd checks are trovided for by Section 1 of the Act of August 24,
1912, as axeonded (U.S.C. title 31, see. 177)). The balance of itz
work conis±ts of miscellaneous printing and engraving jobs performed
for the wriout departments, agoncies and bureaus of the Government at
their expense. During the fiscal year 1941, more than one-third of its
expcnset were incurred in the performance of such miscellaneous work.
The rgencies md buretus for which the work is done reimburse the

urMcu's ppropristion pursuant to provisions contained in the annual
Treasury apropriation Acts. Thus, it is clear that the Bureau is in
a po:ition to print occuFction currency for the War Departnent on a
reinhursable basis. (nreovar, there is ample statutory authority in
Section 7(a) of the Act of May 21, 1920, as amended by the Act of
July 20, 1942 (Public Law 670, 77th Congrets)).

If the normxc. practice of a Governecnt agency is to advertise for
bids and include the Bureau among the bidders, such practice could be
modified in this case, since Section 201 of the First War Powers Act,
1941 (iublic Law 354, 77th Congress) authorizes the nwking of contracts
connrcted with the war effort without compilence with the forralittes
required by other statutes.

II. Pavment of the crintini costs by the War DenertepAt.

Section I of the Act of July 2, 1942 (Pubic Law 649-77th Congress),
making apnrooriationa for the Military 7stablhi hmnnt for the f isctl yeer
19!3, provides as follows:

"For a11 emergencies end extrsolrincnry expenses
&rising in the War Deptrtment or sfl of iti zrbordiinte
1-areamt or offices in the District of Columbia, or in
the Arsy it lnrge, but imnpoiible to be Anticijpatc or
classified, incluling personal services, the jrpchase
?f 1awbnok, books of referonte, sdbqcriLptons to
nesmperr and pneriodircals; the actual and nscescary
elx»,23s or per 4iem in lieI thereof, as mi ; be Aetwr-
4n<.i an3 apYroved by the Secretyr$ of wsr, of mititry
'1 civlllaan 0ers':nel in amnd imader the i.itry Estrblihi-

ment on saeCia1 t3ty in foreign countries; andi for exaAIn-
ation of estimtes of appropriatlonas nd of military
activities in the fie3d, to he exponded on the approval
or authority of the 2ecn t ,ry -f ',a and for cuch
,~ir s '~ he mtay dem pro)er, qnd his deter< ntiin



thereon shall be final and cnclusive upon the accoimting
officers of the Goveranent, and psra~nts from this
appropriation mry, in the discretion of the $ecretcry of
War, be made on his certiicate thwt the expenditures
were necesiery for confidential military purposes,
] ],p $/,6,600,1"

It is posshble that sufficient funds art avail able unTdr this
appropriation to cover the cst of roducling such notes. Since Itie
eQxp«ns invoived is one which could not reasonatly have beez, antici-
prted, it clearly comen within the scope of this provision.

Ihere is also an appropriation in the sane Act for printing and
binding, whe.h reads, in part:

"For printing and binding fir the War Deorrt~nnt,
except such as may be othernias preovded for in accord-
ance with eriting low, $901,598: ".

However, it ehoald be noted that both of these appropriations
expire on June 30, 1943 and thttt payments after that late will have to
be made in accordlanie with the 1944 approriortion. If this has not
lreed"y been enaetel, provisian might be ende in it for the expenses

involved in printing occupation curr ncy in more definit, tenis.

III. Use of occunattlpcurrjnee

lwre are discuassed belor, the legal aspcets of several of the
rmany poosihlt ethods of issuing occunation currency after the military
forces have obtained control over a artlicular area. In each examle
it - as8tssmcd that the ?rPlciul object Which the use of thi3 c=Lrency
is designed to attain is the flnancing of occupation costs without
strainiln the currency of the United States, and doing so in a !amner
whiech ill not nmolut to requisitining of the proflrty in the
occupied area but will leave for ftture detercinction the questions of
placing the burden of (1) paying the costs, and (2) finclircn the
roplacement of occlvstion curreucy with local currency.

AccorlinZly, it is neee"s.ir to examine the possible donestic
fnlificataons of t+e use of irredeemnble currency in occupied trees.
Obvieaf;ly, it will be necessary to rmke arrangements for rerttances to
the United Strtes (and e4 lewhere) by miliutry and civilian personnel
of the United States and ny other nations mrticipating in the
operatimn. Such persons will be i>xid in occupation currency which
will not be of any value if exorted. ernmittance5s would hlve to be
made through the purchase of forelgn xcihange and this can only be
accomplished if there is in the United States a dollar balance avail-
able for the payment of personn in this country in return for the

-2-
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deposit of occnpation currency in the foreign territoryr. Such an
account could be established by the depoalt of a portion of an
Ar-y appropriation in a special ,ccunt in the Treasury or a
Federsl Reserve or commercial bank. To the extent thet deposits are
mcde in such account, the United States will be ;rying the ,cots of
occupartion, since it will be, in effect, redeeming the occupation
currency accepted for the purpose of making remfttances.

The same problea will arise, on a far less extensive scale, in
cowmection with occupotion currency carried by perrons returniic to
the U'nitd Sttte8 or moving on to areas whares it i of no ilue.
%ioreovar, when conditions become more settled, it is possible that
foreign trade will begin. If exports and imports are fairly even,
no problem will be created since the purchase of occupation exchange
in the Unitat States will equal the purchase of dollar exchange in
the foreign territory. Howaver, it is more than likely that the
flow of goodJ: to the occupied area will tend to be greater than the
flow of gooas from it, in which case it may be neceisary to increase
the avaialble dollar balance in the United Stetes.

Since there sill not be say "free nrmrket" in which thir currency
will e tlouh t tne sold but it will be nece[ssry to convert it into
dollrr in the United Sttets, there should be a fixed ret' of ezcharne
with the dollrr if the cunetcy is issued in torm: of the pre-eriting
local eonetery unit.

(1) Use i&n _ are, were re-exstinx c¥s been
withdrawn.

It is possMble that the nrmed forces ray a sttwe control
over &n ares from which the previous authorities hiave rrnoved all cir-
cul<ting currrncy as part of ea "scorched earth" policy. In such a
situation the occupation currency could be issued es the only circulit-
ing medium of exchanue, or it could be issued for use only in r)ying
occutttion costs if arrngernents are mrde for the issuaonce of local
currency to serve the hbusines needs of the civilitn populastion.

(a) Oceuvation currency es te only redi'u of_.,chanre.

In the event that no other currency is in cir-
cultjon and no other will be circulated, it is rrifest thet some rro-
vision rust be nmde for the issue of occuotion notes at a more rapid
rate than would be possible if they rere issued solely for the purpose
of paying military expenses.
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This migbt be accompili-hed by hcving the ar-my Iurclvse
-he notes Es a commnodity from the Bureau of Fnhrating & Printing.*
They crould turn them over to a bank of issue in the occupie territiory.
Such bank might be the one already in ex tencee or one set up by the
niliirty authorities. (See the discusrion of PfiLk of Ethioi'e v.
Nationi Bank of Feypt & Ligucri In the reroraindum of March S7, 19g3},
The tlitary authorities could infom the bard of isue that it wouild
call upon the bank for paymen eaginns t the deposit of such currency only
up to a stated amount aEnd that the rerainder could be circlelated freely.
For extrmple, l1,000,000,000 could be turned over to tte bank on hea
understendiue that only $100,000,000 would be ueod by the Arty tnd
4900,00,000 would be available for ordinarry circulation.

Although the t900,000,000 cculd be cirCUltted in Puy one
of a number of ways, one method which woult have many practical benefits
would be to distribute it at a fixed rate (or if the former ctrrency Pnd
the new currency are based on the seme no+otrry mespure, then unit for
unit) to the persons who hold receipts for currency dcestrcyed by the
irevlous occupant. If the amount circulated is the same as the amount
destroyed, all such receijts can be taken up. If the acount circulated
is less, then the new currency cn be distribuited on a pro rate basis.
Since the A/my will not only have authority to handle monetcry probhet,
but will owea a duty to the people in the conquered territory to see thnt
the ordinrry business life of the community functions properiy, there
can be little doubt that it has the noter to require the acceptance of
military currency in place of receipts for 1ocai currency which ha; been
destroyed.

It has been suggested that the Pirmy ,et Mside out of its
approtri~tton a fund equivalent to the nmilitsry urrency ii rcquirer,
this fund to be avlseble for the redemption of such currency if it is
ultimttely decided that the United St tes should bear the costs of
occuprtion. There rould not appear to be rny leali requirement for sice
a reserve. The mremorsndum of March 27?, 943 points out that the
military occupant has the power to collect rev"ene send put them to its
own use, end it also discusses the "se of Confederrte money which hsd no
backing, of any kind but was regarded as cuzrency for the prpose of
deterr iMprivate contractual rights and obligations. Since an occu7y-
ing power can require the srea controlled to pay the costs of sdrinintrp-
tion either by taxetion or requisitionine of' suppli. s, It woulC am ear

* It may be desirable to estal~ sht a system for safeguarding the use of
such currercy to prevent its nisapplication and to put the Atmy In a
position to account for it in full to the fiscal authorities of the
United States and the future authorities in liberated areas. If so, the
Army rhoule give receipts for the currency to the proper buresu in the
Treasury, which bureau should also be resvonsible for all currency
printed but not called for by the Arry. The Irr;y roul? then have to
account for the currency for which it gave receipts.
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to be proper to make it bear such costs through the use of mibacked
currency. Grantirg the right to make it bear the expense, there can
hardly be any question that there exists the lesser authority to
postpone the deterination of who shall be assessed, without fully
protecting the conquered territory by the creation of dollar reserves
agains<t military currency. In other words, there is authority to
assess the costs itlmediately so that postponing allocation of then is
a bounty mid need not include anyr protective devices

However, should it be felt to be desirable, even though
unneccesary, to set aside part of the Arny's appropriations, this could
probably be Ione without paying tie money out of the Trevsury (a prac-
tice ttat would require paying interest on funds borrowed to meet
currert expenses). The reserve should only cover the currency used to
meet Army expenditurer and not that used to replace pre-existlng
currency by payment for receipts, since the latter is not a proper
expense for the Governaent to beer. One way that the reserve might be
net up is to establish a credit with the Treasurer in fever of the bank
of Pzsue. This follows the procedure used with respect to the balance
of the t500,000,000 loan to China after the expiration of the spproprIs-
tion. The credit could be made conditional upon the approval of a
st:ted official prior to any withdrawal.

An alternative possibility is the creation of a trust
fund under Section 20 of the Act of June 26, 1934, 49 stet. 1233 (U.S.C.
title 31, sec. 725 (s)), which provies in part:

" * Hereafter moneys received by the Government
as trustee analngous to the funds named in subsections
(b) and (c) of tbi9 section, not otherwise herein pro-
vided for *** shall likewise be devosited into the
Treasury as trust runds with appropriate title, end
all amounit credited to such trust-fund accounts are
hereby approprieted and shall be disburxed in con-
plience with the terms of the trust: *'."

One of the finds nared is "(25) Pay of Arny, deposit fund (8 t 183)" end
on nnalzgoni, trust fund might be set up out of the lary aprroprietiens.

(b) Oecurtion and local currencies both in circulation.

Under some circnrFtanes it may be found thrft the
ecnonry of the conquered are& is better suited to the use of local
cusrancy as replacement for destroyed currency and occupation currency
only for the purpose of meeting Axmy expenses. In that case, the
military authorities can authorize the former or a new bk of issue to
circulate local carrecy by redeering receipts for currency destroyed.
(See the discussion of BEank of Ethiopia v. National Bank of Egypt &
Lifuori in the memorendum of March 27, 1943).
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The occupation crrency could be issued by the Army in
pnyment for supplies and servnces, or it could he iisued by establishing
an overdraft crivilege with the bank of imsue (or <ny local bank) pay-
able in occupltion notes. If used by Army finance officerb directly
they should keep careful records of the payments mrade, the peyeas and
the reason for each payment, in the same manner a records ere now kept.
If used through a bank, the finance officers could accept receipts from
such hank so that it could nroperly account for the notes received, or
thei bankd could be given an offsetting credit in the United Stttes in
occup Jtion currency.

Irrespective of the method of isue, the cstaciFhmornt
of a credit or trust fund out of Ary appropriations could be handled es
outlined in (a) above.

(2) Use in an area where local cuency is alreadv¥i Lc ulrtiop

If the area taken over is sufficiently supplied with local
urfrelncy, the problems may be reduced by the continued usae of such cur-

rency. It may be nccessar) to strengthen tVe locial systeE or it may
be fert desirable to call in all local notes in exchange for the military
meditu. There appears to be ample authority for taking either type of
action. The Arry will be charged with civil adriistration of the area
which includes control of the currency iisuing authorities. They can
be permilted to operate under appropriete supervision or replaced, which-
ever is deemed reasonable by the Ary.

The sane alternative aethods of Issuingr the ner currency
wiil be open to the military authorities as would be available if there
wetr no local notes in cirouletion. However, it will be necessary to
fix a rete of exchange between the two currencies and to take steps to
prevent the depreciation of the value of one with respect to the other.
Moreover, the problems of isolating the currency in the event of re-
occupation by the enemy and of preventing the m~rketing of looted local
currency will be more difficult if the local notes remain, in circulation.

If neither cunrrncy has any real. foreign exchange velue,
the retail tance -rivilegec might be designed to acconodate holCerr of
either type on the basis of the fixed rate. This would involve At
purchases of local currency but the notes purchased could be used for
military expenditures and the expenise would be no greeter than that
involved in remittances against occupation curTency.

The accounting features are si,•Isr to those discu:sed
above. Careful records should be kept by Arm finance officer9 end any
hunks tbrough which tle operation are effected. Both the rr.n and the
banks should be able to account to the United Stttes and the liberated
e'rea s fhture goverr-ent for all such currency. This rill encble a
fairly simple settlement of accounts when the allocation of costs is
made.
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Prpbh¢s re Isance of Qccution Curencv.

I. Can the Arry pay the cost of manufacturing such notes?

II. Can the ArM and the Bureau of Engraving and Printing contract
or arrenge for the procurement of the necessary supplies
and the printing of the notes·

III. What methods are avai]able for the circulation of such currency?

A. on the basis of the Army beering the costs of occupation.

B. on the basis of the occupied area bearing part or all of
the costs of occupation.
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Mr. White March 19, 1343

FE. M. Bernstein

S3lbject: The Use of Military Currency by the Army

1. The primary consideration in the choice of a currency for use by the
Army in the invasion of an area is the effect of the currency on ]ilitary oper-
ationJ. The Aryv mpst have a currenny that ca be used without dificflty And
that will be accepted without hesitation by the people in the invaded area.
If the currency used by the Army hbs the added effect of inducing a feeling of
economic well-being, it may create an attitude of welcome towarJ the invading
forces. The invasion currency may thus be a Motent weapon of propaganda fa-
cilitsting our military operations and mtniermining the position of lhe enemy.

There can be no doubt that the United Sttes dollir is ideally quited for
use by an invading army. Throughout the world the dollar !q the symbol of
financial strength and of the unlimited economic resources of the 2Iled Statsei.
Despite the known restrictions on the inmort of United Strtes currency, dollar
currency is still eagerly sought by people throughout the world. Even in enemy
countries the demand for dollar ca-rency on the black market i so great thet
the lollr cor,3andw a very silibtant¾al premiuma.

These considerations led authorities of this Government to decide on the
use of United States currency in the invasion of North Africa. 'There cn be
no doubt thtat the financial and economic problems of tne invasion were mini-
mized by the use of a currency the same in every respect as that in actual use
in the United Stetes. The fact that the currency used by our Army was con
vertible into dollar credits in this country gave it a charactaristic highly
pnized by people accustomed to the severely restricted currencies of Europe--
a recognized foreign exchange value.

The fact that the dollar currency used in the invasion carried a dis-
tinctive mark (the yellow seal on silver certificates) should not obscwre
the fundamental fact that the currency was in every respect the Auslu dollar
currency. The distinctive mark was adopted solely for security reaison--to
permit the isolation of the currency if it should fall into enemy hands and
to prevent the influx into the area of dollar currency already in the hands
of the enemy.

So great are the advantages of the use of such dollar currency that the
Army would not wish to forego its aid in the enrly stAges of an invasion.
The fact that the British Aruy used a so-called British MilitAry Authority
note in the invasion of North Africa should not be regarded as modifying what
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has already bee; said. The British Nilitary Authority note was in every retpect
the same as our regular currency. It was tied to the dollar and ultimately the
British gave dollars or sterling credits (i.e., foreign exchange) for the notes.
Even so, it appears in the invasion of North Africa yellow seal dollar currency
was more readily accepted than the British 3ilitary Authority notes although the
reason may have been entirely related to popular confidence in the United States
and in the dollar.

2. Tn view or these advantages of the use of dollar currency by the Army
during the invasion stage of military operations, it may be asked whether simi-
lar advantages cannot be secured fraom the use of dollar currency during the oc-
cupation stage. In general, there are similar advantages to be derived from
the use of dollar currency in enemy areas which our forces have conquered and
occupied and in which they have established order. But the pressing military
considerations are not so great and the disadvantages in the use of a currency
with a foreign exchanes value become more siglificant. If the pattern followed
in North Africa were to be continued in enemy areas that are occupied, there
woild be certain diadvantages of greater or less significance:

(a) It would be necessary to give foreign exchange credits for the
currency used by our forces;

(b) The cost of occupying ency' areis would be borne by the allied
countries rather than the enemry;

(c) Possibly someu of the currency would fall into eney hands and
be used for enemy purposes.

These diadviantages may or may not be significant. Even withnut use of
regulr currency, it should he po'sible ultiimtely to get back fron the enemy
the currency used by the allied armies or the equivalent in dollars or sterling
credits. Much of the currency would be returned to the banks in the occupied
area and what is not retuarned could be made good by enemy governments after the
war. Similarly, the costs of the occupation can be placed on the enemy before
retiring from the occupied area just as easily as dxring the occupation. The
use of some distinctive mark upon the currency can be fully effective in pre-
venting the enemy from making uile of anyu regular seized currency by disposing
of it in neutral countries.

Obviniuly, the significance f these considerations Is not the same to
t'e Unitled Ststes and to the United Kingdom. The osslible cot in foreign
exchange of using dollar currency may not be Important to this country with
its enormous foreign exchange resources. To the United Kingdom it is
probably of great Importance to avoid the use of currency which carries any
foreign exchange to be boght by Britain or which may be used for purchases
in Britain.



3 - Division of Monetary
Re search

While this 6overnment might well consiler the advantages to be gained from
the use of regular dollar currency for occupation as well as the cost, the Gov-
ernment of the UnIMted Kingdom npynarently 3oe0 not feel free to unldertxke the
extra cost. Nor is it desirable to have allies engaged in a joint occupation
>ue cr.redlies with marked differences i, acce;,tabillity to the local population.
There can be no doubt that if our forces were to use regular dollar currency
while Pritish forces were to use military notes (not convertible into dollars
or sterling credits) the British ocsupying forces would be seriously handicapped

3. These considerations have led to the suggestion the.t while dollar cur-
rency and British notes tied to the dollnr and convertible into dollar credits
shoul4 be retained as the spearhead currency of the invading allies, these
regmlnr currencies should be replaced with military authority notes durtng the
period of occupation. In this way, the advantages of a readily acceptable cur-
rency would be enjoyed by the invading armies during the cirtical period of
military operations while the cost of using such notes would be avoided during
the more extended period of occupation. In fact, it might be possible to
secure on a voluntary basis the return of spearhead currency by the 'mblic in
exchange for military authority notes. To the extent that spearhead currency
is not returned, It might still be possible (if deemed desirable) to charge
this part of the cost in foreign exchange to the reconstituted authorities of
the enremy country after the war.

The currency used wouldi be imilitary notes in fact. The notes would be
issued by authority of the occupying forces. They would be used to the ex-
tent needed for pert of the Army pey nnd for local purchanse of the Army.
The notes would be ]eal tender for all purposes in the occupied area.
Ultimntely, thn notes would be taken up at their nomleal value by the re-
constituted authoritieq of the ,nery country.

It may be assined that in addition to iss aing military authority notes,
the Army would have the right to insist on the granting of credits by bankq
in the ocecupied area. Such credits would he §ayable in military notes, mnd
they mirht for convenience be evidenced either by receipts given by Army
finance officers or by offsetting credits (in military authority notes) at
the Federal Reserve Bank of New York. Such a procedure for military
authority credits iq an essential devite to minimize the issue of currency
that will not he required for local circulttion.

In general, the purpose of the military authority notes is to meet the
coits of occupation in enemy countries. In conformity with thi principle,
military author'ity notes should not, be issued to pay for imports from the
occuonied area to alled countries. Whatever military authority notes are
reqtIred for such o>aposes should be acquired in exchange for credits in
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dollars or sterltng, which credits shoul2 be ivaiable to pay for exoort s to
occuied co'mtries. The 1osnlinŽ of vili+ary a'itttnrity notes should not lecome,
a adlimV for extracting real value, from a-.n ccupied cOlnitry for the benefit
of the occurying powere.

.o The production of there military notes can be u'nertaKLen b the
Treasury Deptrtm<t for the accounlmt of the Army. In order to assure adequate
records of the notes produiced by the Treasury, delivered to the Army, piP into
circulation by finance officers, and returned for cancellation, it is sujwested
that the Trean ry maintain records of eurrency productnon and circlstion.

While in the first instance the cost of military notes to this country is
only the expense of producing them (less than one-fourth of one cent a note) it
is nevertheless important that adequate safeguards be taken to assuare the proper
use of all military notes. Such notes will represent pxrchasing power in the
areas in which they circulate. The economic well-being of these areas is of
military importance, and the functioning of the economy should not be threatened
by the eisurs of currency issued for military purposes. On the tenrnatii of
milltery oprathoni, it may be desireble to present a full accountine to the
fi, ca] tutboritie~ of ½!i Covcrnrant erd to the reconistitted euithnrstier of
tIe occuild oeren. The idlitart nomest wil be the money of tPe ,eople anr!
of htc ry l t areof oceupatior, ond the fjsue end circulation of such
nots srhould be safeguarded in thle ,usl emanner of currenci:s;, sutjic& to the

im4,tioas ,oced I' milltary nece:rity.

Notes wrouW be delivcred by the Tresirry to the Ary inr ren'rn for %v 7
rnceirt!. The Trevury would Be exvec*oe, to account for Ell no t es rinted

eCt.cr .1%h Arn reccpipt or notes on hand. ?hile the Arrty ii elf woulld re-
c<plC reri vatCue fr tie noWe it. rcz, it is not believed necesnry r o esrr-
ub1e to require the devosUt of dollsr funds to the v*Gue of tie delivered
no ts. tethber the vaille of sucb nolc, usa(! ty tie ;Arr slould be charigr8
againrt A]:proiri tt)rnr I F metter tt at ould t e considered snre deci]cd by
Tratrtiry, Arny, anro the Comp+roller General of the United States. If no
lgal reqouirement for a cioere aLainst the aipro; rist ons is found, ttic usual
sccount ½ "rocedirer shnuTild be an adeqwte ssfe?]urd c& the Prover ilte of

lie fi:ct& division of the Army woullf distribute the currency for use by
finrnce officers in the field of o- ertions. Tho sPne i2~es of recor&! ket
by tie fiscal ]ivirin of the Uarm on the payment of ZniteC ot~tes curtrency
to firn ec fficers shoulQ t'e kert on the paymwnt of mililry currency.
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finranc officers inr turn srhould kee> record, on the use of tiltivrv curreLcy
for Arm-r py, for Arort nurct i' se, etc., in rirucl tVie 5&tr Lxnnr tF recorn9
are now 'ket.

Wiile in tha eerly st+ea of DIirll+ry occur. ation fPntuce offiker,; ril
nercessriy operate witdhout lbanking fpcilities, it will, e possiblle to r±iAe
use of local baiks when order he= 'eer eetablirhed end t!e relialOlity of
the btnk,. his itel assured. Army firnace eoficers cQulE 1 e given over-draft

£ei1iiJe: (in banks in the occupied area) which could be used to !.vy for
trry' umcli aes and to withdraw note, for Arhy pay. Such note2 nriol te
evdeneced by receipts given b- Army finance officers cr by offsetting credits
In iilittry currenC clt the 'eder 1 hnerve Bank of Noew York. If a shortage
of notet develops in an ,re4, Arrmy uinance ofrficers could deposit tin necer-
nary reucnt to their accounts with. local banks. If notesr are retired tecu:e
I1ey Uecome unfit for uve, they should be returned for cancellation by Trensnry

5. There nay be a third stiage of develoiment in tce use of currencry in
enry, conntrles. When a rufficinrtly large are, of F country its o'cmiid, it
rmay be o<ssblte to reswse the ifsue of local currenc% by the local hutheri-
ties. At Such a stage, the local authorilties may prefer to retire outstaending
viUtAnry noler and replicce ther with the local currency either of the de feclo
autbcrities or of a de facto or a de sure central bnnk.

Then tiY9 occurs tFe tsue oE f itarn- tut4 ori4ty notes cnn he kertinvted.
The outsttndint noter will be retired, end the accoimns o1 th)e Th !e t} '%e
niJltary auttority notes can e clo-Ecd b) the Treewury.

Dm/j 7/1/14
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