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1. The Indonesian Mavy is nlamming to set up a radio communication gysten
in the Riouw Archipelago and on Natuna Island, TIts vurpose is to check
smugeling between French Indochina, the Philippines, and Chine into
Sumatra and Java, The Navy believes that arms are beilng smuggled from
Indochina to the Ricww Archipelago onward te Sumatra, Java, and the
vestern coast of Melays,

2.  An Indonesian nawel official steted thet Beganslaplepl is the center of
Communist penetration in Sumatra, This offleiel, formerly captain of
a vatrol boat sailing betwsen Sumatra and Malaye, aelsc told of his recent
encounter with a Chinese junk, The Indonesian patrol boat challenged
the junk, which opened fire. The capture of the junk revealed that the
Chinese youthSaboard were armed end had with them R 4 million and a 25X1X
considerable amount of opium. [N ; tho Cbinese
Cormunists send young Chinese to Indonesia supplied with oplum, which
they sell to obtain money for operatlonal purposes.

3, The Indonesian Covernment has temporarilv halted rubrer smuggling from
Tndonesia to Malaya by the imposition of heavy taxes on the smugplers.

L. There is some smugeling of goods from Penang and occagsional acte of
piracy along the Perak cosst of Malaya., The Chinese populations of
Port Weld and other towns along this coast are pro-Kuomintang.
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