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SUBJECT 1 Status of sormer King Zeg of albania

’ 1. Pomar King Zog of albania has besn for acre than

two years Si Divieion's primary source of ralatively good Albanian
infiltration ageats, and represests a potential political asset
against the day of albanlats liberation. Pursuant to an agreement
reached betweon Zog and/ this Division
nads & special arrangendBt with the ittorney uensrel ¥0 adult Jog
and his household s.nw the Unlted States.

2. Howsver, prior to Zog's intendsd depardure la mid-uctober
from Alexandria, igypt where ho has resided since 1946, the Lzyptian
Govermeent initiated a campaign of harasssant agalnst him, with the
conconitant freesing of his funde and a serles of wiwiiielal threats
againet hie contdnued liberty, baszed wen Igyptian pretensions thab
70y is liahle for past customs dutles and income taxes. Inssuach as
Zog entered Lgypt under the patrenasge of themwilng Farouk, who
aceorded hin éiplmue immunities, 70z at first denled any tax
liability.

3. &b CIA request imbassador Caffery made an aifleial repre~
sentation o the fgyptian Governwent in whioh he stabted that log
was an important antd~Jommnist symbol posesssing friends and
influenca in the Wewd, and that continned Egyptian attempts to
hundliate Zog would result in a loes to igyptian prestige. Neither
this representation nor four made suwbeequantly, howsver, were
sugseseinl in detesring Lgypt'e campaizn oi vilificatien and harass-
ment, awbassador Caffery then inforwed us that because U. o,
influence was already ceamitted in the iritish-Israsl issue, he
eould not intervene Puriher in behalf of the forwer Albandan king.

he Yie have urged /03 to wmake & reasonable tax selilensnt, and
his attitudes recently hes indleated twhat he will entertaln at least
the idea of asuch a vomprozise, lowever, a8 Zog pointe out, qo )
sfficial oharges have yet been filed against hix epaeifying either
the asounte ol hias alleged delinquenciss or the radtuve »f the
noriminal? aets 4n whiech hs is supposed to have engaged.
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5. The genssis of the Egyptian actions is believed to be
found in the suspiclions held by Egypt's Hevelutionary Command
Gounell against all persons who enjeyed the favor of Farouk,
together with the possible validity of Egyptian allegations that
Zog had trafficked in amms during the Israeli eonfiioet and had
engaged in blackemarketing., Additiomally, a repoert quoted by a
usually reliable source alleges Soviet influence to be behind the
persecution of Zog. _

6., Ambassador Caffery has indicated that he belleves the
Egyptian Government is engaging in a form of blackmsil to persuade
Zog to part with some of his gold. However, the fot remains that
because his funds are frozen, Zog is unable to depart Egypt for the
U. 8. and is at the meroy of the Egyptiaan Governmant, which has
already olosad the Royal Albanian Consulate and withdrawn diplomatic
recognition from Zog and his entoursge., Wo feel, additionally, that
the public debasement of Zog by the Bgyptian Govermment has already
served Comnunist interests by emabling the Koxha regims to picture
the former King to the ilbanian people as a criminal and perwona non
gm“ to the Wweatb,

7. A bhigh sgyptian official proposed to Ambassador Caffery that
the U, 5. undertake the purchase of Zog's gold ia dollars and receive
& credit in % Egyptlan which would ba uped %o defray U. S. offielal
expenses. Ambassador Caffery im turn volced the hope that CIA would
be able to arrange the iransaction disereetly, but wp te the present
the ramifications of such a purchase have not been made sufficiently
clear by the Egyptlans to warrant serious study.

8. 4acting upon a Field suggestion, we have initiated s press
in the U. 5. ailued at obtaining Egyptian awareness of the
effect upon the West of their persecubion of Zog. However, until the
situation eonfronting Zog becomes somewhat mere clarifisd, no additional
action is contemplated Ly this Division in Zog's behalf, although we
maintain a econtinuing and eympathetic Anterest in his difficultiea.

9, The attached chronology details the embroilment of Zog, of
which the foregoing is a suamary,
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1. Former King Zeg of Albanda has been reeident in
Alexandrie, Egypt, since the spring of 1946, Him entry ismto Egypt
was 3% the invitatlon of ex~iing farouk who granted ‘oz and his
entourage diplonatie immunities cousonant with his pmzaan a@ an
exiled =omarch.

2. During & trip to the Y. & in 1951, Zeg purchased an wstate
on Long Island for the puvpose of establishing kis future residences,
In addition to Zog's deedre o live in the i, 3., e hoped o provids
his son, Prince Skander, with the bensfite of an ywrisan sducation.

T 3., For more than two years og has besn the S5 pdvisients
prinary source of relatively geod Albanian infiltration agentsj it
had Leen hoped that his contimued codperation in our clandsstine
Wﬁy vould {ndressa in valus. Through arsangesents nade with Zog
' _i,mn Agency agreed to0 assist Zogle
of%&rts 0 sstablish himzel{ 4n his home on Long island for a residance
of indefinite duratian, The pah'mam& mature of Zog's househald
required ite adulseion into the U. 5. a8 a undt. It was Delioved, also,
that Zog's presencs in the i, H. would facilitate his operatiomal :
utilisation and would obviate sensitive pm%aleaw of Wﬁﬁﬁ.ﬁn with
him,

ke Because Zog did nst wigh o prejudios his present or future
palitical status in hie hamsland by entering this couniry on tewrus
vhich would indicate intent to become a oitisen, and because of his
feeling that entry under a P or imaigrant visa would impair his prestige
and detract £rom bis clain to the throne of Albania, arvangoments wsre
conducted through thie Agenay's Oeneral Counsel with the offies of the
Attormey Oeneral, who agroed to walve mmmmmmmm
national interest. }

S. On 5 August 1953, the Egyptian Qovernmant emuw' inforwed Zog
that it considered the Royal Albanian fegaticn to be closed; that
after two weekz Albanian diplamatic passports would not o recsgidsed,
bat Egyptian lalséosspassors would be fesuady and that the Izyptian
authorisies would be glad to have Zog and his funily remain as honored
gusets as long as they wished W sigy. Howsver, press repuorts of
aboub this time stated that Zog's oredentials had been confiscated and
that he wap to bs arrestemd any day and tried for %arms traffle during
the Palsetine mr" Zog then began to make plane {o leave HSgypt in
Getabar,

He Un 5 Seplenter
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H, On 5 September A) w raa a story accusing albanian
Legatdon orficials of helping rarouk smuggle momey f£ros Igypt and
Stating that an investigation ol Tog's entourage showed activities
"gontrary to the interests of Zzypt®. This sounded the opaning of
a continuing press campaizn against log which is believed to have
enjoyed the full blessing of the Fgyptlan aunthorities.

. 7. on 1l September a cable was sent to] Nl

C Jmmsﬂng that he visit Zog in Aléxandria to expiain uie

‘S roumstaiices wnder whieh entry into the 4. 8. had been gubhoriged fov
Zog and his entourage., ©n 22 Semmﬂ dalivered
the measage orally to %og. The Uepartment of Stats not d the -
Alexandria Gonsulate to advise the publie carrier of Zog's chales that
his party would be allowed to come 4inte the U, 8. even though no visas
were 4o bo fssued. Zog then booked passage on a4 French ship to leave
Egypt for irance on 18 Ootober, deferring the rest of his Jowmnay o
the U, 8, until a later &%0

8, On 2 September Zog's villa was rajded by police wadsr ihe
direction of the lLisutenant-jovernor and Progurer of Alexandria.
Certailn of his pesrsonal papers were seised, but Zog resisted body
ssamh of himself and Jueen Geraldine. On 30 September Zog advised his

C | contaet that his bank accounts had been frosen and
although the ’-:inﬁ.stry of Yoreign afiairs had granted exit persits to
him and hie sntourage, the permission did not include the gald and
Jewols in hie posstecssion and that he had, therefore, refused the exit
peruits.

9. On 3 October the Forelgn [Hindistry iniommsd Ambassador Gaffevy

shat Egypt would not confiscate Zog's gold; nsither would Egypt allow
the gold tc be exported, On the same day the Department of State, at
the request of this igenay, requested Anbaseador Caffery Lo make an
informal appreach to appropriate Egyptian efficials along the following
lines: "Zog's requesst lor admission to the U.5., vhere he has properiy,
has bean granted and he is plamning to leave Egypt on or abouv 18 Gotober,
In connactien with disecussions relating o his twravel to the U, 5, it has
been learned from Zog, wnd gonfirmed by press reports, that csrtain
agtions have recsntly been taken against him Yy the Egyptian authorities,
Vithout in axy way judging the merite of the cass, the U, &. Gevernmment
foels Zog represents a real asset in the struggle against Communism and
hopes the Egyptian Qovermment, aoting in the gensral inberest, will be
able to psondt Zog to leave Igypt with such preperty ag remains to hia
and witheut exposing hla to further actions which will tend to diminish
hie prestige as a top Albanian leader and impertant figure in the anti-
Comsani et ntrugglm".

10. Ambassador Cafiery's reply of 5 (Oclebsr imﬁestad that be had
spoken vo the “inister of Foreign Mi’ai.m who promised to take up the
nabter with the Vies Premler and the naw qinister of the Interior.

11, i § Jetober
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1l. On 8 Getcber an Fgypitlsn press review quoted a story carried
by all kgyptlan newspapoers thab King Zog and his sulte were refused
exit visas ly the Ministry of vhe Interier pending sebtlement of a tax
c¢laim and & decision regarding gold worth & 20,000 Egyptian found in

Zeg's vilia. The story stated thai Zog falled to submit 4 eurrency
_Seclaration upan, kis entry dnto Egypt. On 7 (mwbsr(_
amlly briefed Zog on the following points:
a, m was imperative that neither Zog nor (ueen Ueraldine
personally contast Ambassader mffery (this at the Asbamsadorts

request ).

b. Lverything possihle o assist Zog wss being done and
it vas essentlal that Zog keep us fully informed,

8. A new communication chanmel was being instituted out
of regard to the security of all intereeted parvies.

d. We desired detailed answers concerning the present status,
anounts and location of Zog's finances as well as the precise
aature of the Egyptisn charges.

12, Un the same date one of Zog's representatives disclosed:

a. That almost all of 7Zog's f{unds wars held in the Bank Hisr
and his alexandria realdence and that part of the gold held by the
Bank Hier was regarded as sesurity for an advance of approximately
» 40,000 Fgyptian; because both the bank aceount and the gold had
bean frosen, payment of ihe debt was impossitle. The remainder of
Zog's gold and jevels had been inventaried by & represeniative of
the Mintstry of Finanes but had not been selzed.

b, That ex-King Zog was exploring legal remedies through an
Alezandria attomey naned Tullia Pegna.

¢. That the tax evaaslon charge was based on a 1950 offer te
sall Zog contral of the Ferd iotars dlstributorship; that althaugh
Zag rejected the offer and had mover sugaged in auy businsss onter-
priss, the Egyptians believed him %o be a silent pamm-r in several,

13. The Egyptisn press, on 9 Gotober, reporied that the ’ﬁn&stq
of Finango had asked the rinistry of the Interior to prevent Zog from
laaving igypt until he had paid tax arrears on his funds and property.
it was explalned to the press that according to law, Zog nhwld have
eubmitted his tax declaration not later than 16 iwgust., ihe Direetor
of the Uenerdal Incgue Tax Section added that even if Zog filesd hie
deglaration, he would still be considered a tax evader and liable to
from one wonth to three years' imprissmmsent and/or a maximus [ine of
B 1,000 Egyptian. The law cells also for a penalty equal %o three times
the amount of laxes dus. The press repert concluded by saying “"lIv is
noteworthy that ex<iing Jog does not enjuy tax exemption,...% Asbassador
Catfery commented upon the inscident as the latest of a series of maneuvers
to seare log into parting with some of his gold.

o S ke On 10 Getober
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1k, on 10 Gewhsr.z‘ag'ﬁ representative deliversd w the
r Lise pwrperting W include all Zog's wnonay,
ggald and Jewels, together with the addibional informatlion regussted.
Zog stated to his representative that he had entered tgypt st
Fort Sald on the invitation of em~iking Farouk, with a total capival
of 150,000 gold pleces and without custons formalities. This capital
wags now sald o be reduced to 15,000 gold pleces plus the personal
Jowelry listed; a statesent of these holdings had besn provided the
Minietry of Foreign umira at the time of Yog'e applisation ior exit
visas,

15. On 11 Getober the :inister of the Interior opensd
one thoueand letters and documents seissd during the September rald
on Zeg's villa, Present, in addition to sttormay Tullis Pegna, was a
Gaire attormey and former Pasha naned Hacham, who had been retained by
Zog. Some 300 places of correspondence were marked for further examination,

18. ©n 13 Coteber thie Uivision requasted ¢ e following
nessage be given to King Zog over the bone fide of ]

wontdnuing efforts assist, Situation delicate. Procasd
with caution to aveid worsening matters. Urge you aecept
reasonable tax gattlement if offersd Yy !Mn Finknes..,."

17. Un 15 October imbassador Caffery inguired of the Egyptian
voreign Mindstar regarding the resulis of the Foreign #Haisterts
thrice~pronised intercession with the Hevolutionary Command Couneil
in behalf of King Zog. The foreign iinister replied that he had not
had much suocgess, , * -

- 184 0m 16 Dotober the Asbassader instructed an Esbassy olficer

to reise the natter directly with the Viee Premier. OLuring the
ensulng conversailon, the Vice Premier wae asked why Zog was not
allowad to make a tax settlement and leave Egypt. 7The Vice Premier
replied that his govermmsnt had attespted Vo collect taxes from Zog,
but that the latter had dended tax liability. A Swrther statement was
made that becauwse 7og had not made a proper customs declaration when
he brought in his gold, the Egyptian Government legally eould confiscate
it, The Imbassy oificer pointed out thal because 1oz had entered Hgypb
a8 a4 guest of the then relgning monareh, conflscation of Zeg's gold would
ssen neither just nor ethicaly he added that Zog had been helpful to the
west in epposing cowsanist domination of Albania and that Zog's oppositdon
to communism had galned him friends in the y. &, where he ocuned property.
the imbasgy ofifcer added that anything resembling persscution of Jog
Wy the igyptian Qovermment would probahly be unpopular in the y. 5,
and reast adversely against igypiian prestige, Ihe Viece Premier then
made the following apparently lmprevised suggeetlons 1f the U, S, were
to buy Zeg's gold in Sgypt, paying Jog in dollars in the U, &., the U, S.
could sell the gold o Hgypiian banke {or » Sgyptian, These & would be
used to pay U, &. Governmsnt expenssz in izypt. Upon belng asked vhaether
he wae serious and would standiby the ofier, the Vies Premiesr replied
affimatively, but indicated m willingness to compromise the tax matier,
Aambasgador Calfery comnented that he heoped Cis would be ables disorestly
to accomplish the pmm&ed vransaction,

£F (”,"g’ 1%, on 17 Gotober




19, Un 17 Gotober sgtualite, a weelly Ivench language review of
the Arablc prees, conteined a translation of an 4l Misel slory of
13 Gotober centadning allegations against King Tog entitled: "the
whole Truth about the Sindster ictivities of Zog". This story appeared
only in the twe sentioned publicatlous, both of which have given svidences
of communist intluence.,

20, Un 19 Cotober lag's representative reporied t.mt the Rgyptian
Government had mede no gontach, officlal or unofficial, during the
preceding weekk and that oz still was umable to ascertain the exast
chargee againet him, The representative stated that the idng had sent
hip ex=inlster to Galre on 17 Octobar 4o inform the kKgyptian Foreign
Hindster of Zog's need for a part of the fuuds to defray living expenses
and o mqmat a definite statemant of the m@s agaiast m ap wall
ag an es 18 af the date on which he miuh v

Proparyy. t this ime reporied receipé
@ 17 » of Zog's file of corresp flos between himsslf and
? ,lammaamdzm mmmmwammr

congaalment of Be

2. additiomally, on 19 Oetober the Counselor of the ltalian
Babassy An Cairo ealled upon an officer of the ameriean inbasasy to
initiate a disouasian on a personal basis about King Zog. The Italian
ounselor stated that he did not hold much of a brief for Zlog as a man
but that "Zeg is an anti-Commmist flag who may be useiul some day".
Because of Zog's conmistent anti-Sommunisa the Italian Counselor

 thought personally that the Italian Govermment would be justifisd in
epeaking o the “gyptian OGovernezent in Zog's behalf, adding that he did
not shink it wiss for the Italian Oovernment to get inte $he question
of whsther or not Zog ehould pay taxes, although he said "iings do not
usually pay texes?, The ltalisa Counzeler went on to say that & good
source veported daguid as baving accused the Albanian lLegation im Caire
of having distributed & 200,000 Egypbtisn for anti-regime sctivities.
The EZnbassy officer indicated to the [talian Counselor that imbassador
Caffory had spoken to the Fereign Xinister in Zog's behall, and the
:mncm;mmmtmma recxmend to his inbassador that
the Jtalian Exbassy sesk. instructions from Rome to speak ammuy o
the Sgyptlan Foreign 0ffice, :

22, Through 2L Qetober Zog's ex«iinister was unable to obtain an
interview with the Egyptian Foreign inister. atteoruey Hachas returnsd
to Calre on 20 Uotober io discuss the basis and nature of the alleged
charges against Zeg with Finance ofiiclals and 4o ewplore posseible
solutions, and, acting upon the sdvige of Attormey Pegma, Zog placed him
mmwo on duly during m_;;ng hours agalnst an expected pelice raid,

beliaved that log was thinkdng of a coupro.
mw@ “solution to papmit his desarture. and bad been so wotdvated Ly the
recommendations of | __lhe contlmuing press atiacks,
and parhaps by kmfadga of past actiVitiee of which we are ast aware.

- un 2L Goteber,




0n 21 Gobober, av the request of the| {
Ambagsador Calfery again asked the Fforeign :Mnister about Zog.
roreign Hinlster veplled that he was trylng %o help ut that the
Vice Premisr, the Hinister of the Inverfor and ihe Hinister of Finance
insisted oz pay his bask taxes, Calfesy urged restraint and moderatder
_on’ the part of the Igyplian Joverment but advised the/ j
¥ that he felt he could go no ifurther in Zeg's Tehalf, By
previwus Uispateh Azbassador (alfery had cossented as follows:

Mieg'e prosent plight would sesn to be, to a considerable
exteat, of his own asking, particulardy since, despite the
obvious trend of events, he choss to overstay his time ia
EgypYs 1L he had left soms tlme ago before the igyptian
Jovernment withdrew its diplomatic recegnition of Albania,
he would undsubledly have been epared his preseut troubles.
The Ixbassy will continue its {intormal efiorts to resolve
the present difficulties but there is obviously a limit to
the intervention which we can profitably undertake sn his
behalf, 9

23. 0n 30 Gotober % France s¢ claimed chab Zog,
Queen Geraldine and ten members ol uhelr Sults had been placed under
polics surveillance until they sppeared befors a Calre esurty all
other members of the King'se aulte, howsver, had been authorised to
leave Egyptian territory. The report conaluded with the allegation that,
“nly those who partiecipated acuively in the clandsstdine commergial N
oporations of the former Xing are being kept in Egypt".

. 2. on2 ﬁe:ma’mrc \swpplied the fsllowing
situation suanary concerning Zogs that ﬁ was apparently suspected of
having used his diplomatie privileges for smuggling gold, and of
engaglng in black navrket gperations, despite Zog's assertions that he
had lived by cepital expenditure and engaged in no businessy that the
seized Zog correspondence was being analysed for evidence of incone
tax liability and black market operaiions and that the Fgyptians were
eager to indlot Zoag on a charge suffisient to justify the seisure of
his gold; and that Zog was disliked as & friend of Wmﬁ ‘
suspected of veing friendly to Naguib'e opponsnts. The! 03:414«1
that Anmbassador Caffery had approached the p#fbles from the point of
view that ay dieorediting of Zog would be against ihe Free World
interest, and thatl the Anbassador had requested the Egyptian Governsent
to permit Zog to leave Igyptv with his properiy and his dignity unimpaired,
However, the Miselion puinted out, Anbassador Caffery was relustant to

. uBe more pressurs becauss he Lslt U. 8. influense to be already committed
in Gritish-Israsl lsowes and ought to be reserved for paramount peliay
objactives,

25, 'the slexandria defomer of 2 Lovember reperted that Zog's
residence had been raided by the police and ihat amms were seized,
dctually, however, pursuant to a new Lgyptian law dated 22 Jctobar,
Zog and his sulte had been notified to present all licsnsed and
utlicensed firearms for registration prior to 1 November with
assurances that they would be allowed L0 keep the licensed avms,

n 31 Geteober
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On 31 Geteber an effort was wade o comply with thie onder Ww a
membar of Zog's entourage, but he wes told o retura on | Hovembar,
at which time the Alexandsy Jovernor and a polics colonsl ordered
- all ame seiged, ineluding three revelvers which were lisensed and
two machineguns, four shotguns and elght pistols, which were unli¢enzed.
his incident plus the continued press attacke, according o the Caire
#lesion, apparently had convinced Zeog of the sgricusness of hie situation
and the necsesity of settling with the Sgyptians on the best avallable
teras, At she same time a report from a usually reliable source acoused
Mindster of State Fathl Radwan and .U member Avmear Sadat of having been
inilusnced by the Soviet lLegation in Caire 0 go diseredlt King Jog that
namudwmwmammewmﬁmmgam. The | T
considered the report to be only possibly trus, bubt inasmuch 55
t affeTl was boing achieved, he erphasized the impertanse of getting
zug and hig anbourage out of igypt witheut delsy.

26, On 5 Novambe r; _ cabled that
gabassador Caffery would not ast as a "broker® belween .agmdtho
Revolutionary Commanding Council, and suggested s planted U, &. press

to atback the Lgyptian Govermment for its parsecution of Zeg,

on the sheazy shat this astion might cenvince the X0C that ite handling
of Zog was in reality losing friends for Tgypt. At this point 1t was
agreed with HEA Division that a prese campaign of this nature be
initiated, ihe Zgyptian Goevernment having shown 1%self previously
senpitive to Aserican publioc opinion., {n 17 Hovember press stories were -
drafted by SE Diviglon, concurred in by NEA, and submitted for 0. Z.
placensnt through PIC and NEA Preject LiTINOEA, which provides a prese
service to the lddle Zast., a8 of 30 November no nlavback of the story
had been reported. On 2 lovember)
cabled that the erux of Zog's {inancial problem was not ihe transie
of Zog's gold but the transfer of hia cspital, a subject which had mot
besn alluded to previsusly, and that Zog's gold could not be beught by
the Departaeant of Htate or with inbassador Caffery asting as an
intermsdiary because; (a) from & diplomatic viswpeint the propoaal
‘mimulﬁngtomm S, Government and (b) sguch & purchase by the
pepartment of State would probably be wwmwdomd, machambally difficult,
highly publiclnd and most injurious to U, S. Governaent preetige;
- additionally, the Departmsnt of State would be pletured by a hostile

press ap ransmming a villain. [ !pmma
as an alternative that CIA conslder purchase of the gold thi? a
private individual or corparation following a study of the finansial and
‘pseourily aspects, Even 80, the point was made that the gold purchase
would not salve Zog's “othsr problems® (presumably the tax entanglement)
with the Zgyptlan Government. The nmessage pointed out that because of
many factore U. 5. dovermment presidge in Zgypt has fallen to the lowast
obb since the Palestine war, and that short of physical coereion or
threats "Lnappropriate to the fmportance of the Zog affsir relative to
other area issues® it was not believed that any Y. &. Uevermsent
remongtraness would have a subgtantial effset upsn the manner in which
the Fgyptians are handling the Zog affalr. Flve unavailing interveniions
of Ambasmador Cafisxy were.olted to substantiate this pvoint of view. In
a precautionary statewent ( _\advanced his
baliel that a loocal Cia approach %o a high lsvel &wermem agent would




woflee

not help Zeg, but might easily prove fatal to the high level agent.
4 detailed analyeis was belag prepared in GCadro for pouching.

27. This ldvision feels that it has, in @ sirict sense,
falfilled iis agreement (o arrange the enfry of Jog and his pouseheold
into the U. 8. Hevertheless, becauss of Zog's statwe as an guti-
Cammundst syabel and a source of agent material, we are maintaining
interest in the dovelopmsntis aifesting hin, If he continues to be
subject to harssenent by ths Igypbian (jovernment, the vesulis can
prove of bdeaefit only to the Commminist world, Efwuld Zog be held in
Egypt through the devics of froesing his funds and his capital, we
antisipats that he may beoome resentful over sur faillure %o extricate
him, Buch resestment on the part of Zog would result eventually in
leasered cooperabion by him in the veordling and infiliratieon of
Albanian agents, and at the present Uime any dismdnutdon in our clandestine
Albanian effort must be equated against sontlmmwed high level Awsrican -
interest in the detachmsat of Albania from the Sovieb orbit,

28. Unlortwwtely, we do not know ths extent %o whieh Zog astually
nay have engaged in agtivitdes which the Yaguidb regime may characterise
as illegal. With regard to igyptian allegations of tax liability, we
~ oonour in Asbassador Cafferyts view that Egypt's ex % fncdo jndgmnt
is improper, and that it congtitutes grounds for eritiolsn of the
Egyptian Sovernment, The guestion of the feasibility and advisabilivy
of attempting ton purchase Zog's gold has not yet bean repolved at
Ulvision level beeause we have not been able v ascertaln the wltimate
andunte invalved. In any case, before sponsoring sush a complicated
and probably lengthy program, we would require adequate guarantess from
the Egyptian Qovermment that onoe the transagtion was campleted the
harassment of Zog would cease and he would bs perzitied to leave Egypt
with his properiy, entourage and capital intaet.

29, 1t ie evident that izbassador Caffery has caoperated in
effortes 1o ald Zag to the utmost extent consistent with his best
Judgmant, Although we cannot again requect the Aubassador's direot
intervention, we feel that akmuld a eompraaise solution be achisved,
the Azbassader might thon be willing b0 exsrcise his good oifices to
asgure the swoeessful outgese of megotiations.

30. ‘There appears no way at the present time by which we ean
ascertain the trme natu e of the Eovotian Government'e charges wi%hout
farther invelvement of | and the
pessitle hasard to a high level ¢I4 agent now within (IF igyptian
Jovernnent. Undar the circumstances, therefore, it sseus that the dest
we ean hope for is (a) that uhe press campaign slrsady initiated way
apen the way for a negetiated settlement between Zog and the Egyptian
Governnent, and (b) that the fuil list of charges agalnst Zoy will be
made public go that we may review their implicatiens ler future action,
Fonding further davelopments, no additional action weasures are
contamplatad,
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