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No. 3375. AGREEMENT’ BETWEEN THE UNITED STATES
OF AMERICA AND THE FEDERAL REPUBLIC OF
GERMANY CONCERNING TAX RELIEF TO BE AC-
CORDED BY THE FEDERAL REPUBLIC TO UNITED
STATES EXPENDITURES IN THE INTEREST OF THE
COMMON DEFENSE. SIGNED AT BONN, ON 15 OC-
TOBER 1954

TheUnitedStatesof AmericaandtheFederalRepublicof Germanywishing
to promotethe commondefenseeffort haveagreedas follows:

Article I

TheFederalRepublicof Germany,calledhereinafterthe FederalRepublic,
shallgrant relief from Federaltaxesand customsduties insofaras paymentsof
such taxesand customsduties affect defenseexpendituresof the UnitedStates
of America, called hereinafterthe United States. The mannerand form of
suchtax relief shallbe in accordancewith the Articles below.

Article II

Defenseexpendituresin the meaningof this Agreementare expenditures
madeby the UnitedStates,or in the caseof experts,expendituresmadeby or
on behalfof the UnitedStates,for equipment,materials,facilitiesand/orservices
for the commondefenseeffort, including the expendituresof all foreign aid
programsof the United States.

Article III

Relief from taxesandcustomsduties which affect United Statesdefense
expendituresas definedin Article II andin accordancewith the terms of the
Annex2 shallbe grantedas follows:

(1) TurnoverTax
(a) Exemption from the turnover tax shall be granted for equipment,

materialsor facilities delivered to, or services renderedfor, agenciesof the

‘Came into force on 8 November1955,upon depositof theinstrumentof ratification by the
FederalRepublicof Germanywith theGovernmentof theUnitedStatesof America, in accordance
with articleXIV.

‘See p. 144 of this volume.
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United States or agencies of other governmentsdesignatedby the United
States,regardlessof whetheror not an export transactiontakesplace.

(b) Refunds of turnover tax shall, upon application, be granted, to the
extentprovidedin the Annex, to thesupplier of equipment,materials,facilities
or serviceswhich areexempt from the turnovertax pursuantto Subparagraph
(a) above,regardlessof whether or not an export transactiontakesplace.

(c) The exemptionsandrefundsprovidedunderSubparagraphs(a)and (b)
aboveshall also begrantedto a supplierwho provesthat supplieswereexported
to privatepersonsor firms authorizedby agenciesof theUnited Statesor agencies
of other governmentsdesignatedby the United States.

(2) CustomsDuties and Excise TaxesIncluding TurnoverEqualixation Tax and
Leviesof the Fiscal Monopolies
(a) Exemption from the collection of customsduties and excise taxes,

includingtheturnoverequalizationtax, shallbegrantedfor equipment,materials
andfacilities which aredeliveredto agenciesof theUnited Statesor to agencies
of othergovernmentsdesignatedby the United Statesfrom customs-freeareas,
such as customs-freeports, or from installationsunder customscontrol, such
asbondedwarehouses. Thesameexemptionsshallbegrantedif suchsupplies
areduly exported.

(b) Otherequipment,materialsor facilities which aredeliveredto agencies
of the United Statesor to agenciesof other Governmentsdesignatedby the
United States shall be granted the most favorable exemptions, refunds
or pricediscountsprovided by Germancustoms, excise, and fiscal monopoly
legislation for exportedsupplies. The exemptions,refundsor price discounts
provided by German customs, excise, and fiscal monopoly legislation for
exportedsuppliesshall also apply to supplieswhich areduly exported.

Article IV

Exemptionfrom customsdutiesand excise taxes, including the turnover
equalizationtax, shallbe grantedfor equipment,materialsor facilities, asspeci-
fied in Article II, which are imported from outsidethe Germancustomsarea
and delivered to, or which are in transit through the territory of the Federal
Republic for delivery to, agenciesof the United Statesor to agenciesof other
governmentsdesignatedby the United States.

Article V

Exemptionfrom customsdutiesand excise taxes, including the turnover
equalizationtax, shall be granted for equipment, materials or facilities, as
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specifiedin Article III (2) Subparagraph(a) andArticle IV, which areprocessed
in the Germancustomsareaunderthe Germancustomsregulationsapplicable
to suchprocessing. A simplified procedurewill be providedfor the repair of
military equipment.

Article VI

Relief from Federaltaxesand customsdutiesshall be grantedprovided
the responsibleGermanagencieshavebeenfurnishedby agenciesof the United
Stateswith appropriateevidencethat the transactionsconcernedare eligible
for such relief under the provisions of this Agreement. The form of this
evidenceshall be establishedby mutual agreementbetweenthe two govern-
ments.

Article VII

(1) When dollar expendituresare involved, the United Statesshall make
paymentsin the form of dollar instrumentspayable at specific banks to the
credit of the supplierconcerned.

(2) When paymentsfrom DM funds specified in the Annex underPoint
2 are involved, the paymentsshall be madein accordancewith arrangements
betweenthe two governments.

Article VIII

Supplies for which tax relief has beengranted in accordancewith the
above provisionsmay be sold in the areato which this agreementappliesto
personsother than agenciesof the United Statesor agenciesof other govern-
ments designatedby the United Statesonly in accordancewith terms to be
agreedupon by thetwo governments.

Article IX

The relief provided in Articles III, IV and V shall also be grantedfor
transactionswhich originated prior to the entry into force of this Agreement
wherethe contractsinvolved in suchtransactionsprovide (a) that, pendingthe
conclusionof arrangementsembodiedin this Agreement,not in excessof a
certain percentageof total paymentsdue undersuch contractsshallbe paid by
the United States,or (b) that prices shall be reducedby the amount of taxes
reflectedtherein for which tax relief shall be grantedby the FederalRepublic
to the othercontractingparty.

No. 3375
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Article X

This Agreementdoesnot affect relief from taxesthe yield of which accrues
entirely or partly to theLaenderor the Gemeinden(Gemeindeverbaende).It does
not provide relief from social insurancecontributions.

Article XI

The Governmentof the FederalRepublic shall inform the Government
of the United Statesof regulationsto be issuedfor the implementationof this
Agreement.

Article XII

(I) The presentAgreement shall also apply from the date specified in
Article XIV to Land Berlin which for the purposesof this Agreementcomprises
thoseareasoverwhich the Berlin Senateexercisesjurisdiction.

(2) It is a conditionto the applicationof this Agreementto Land Berlin,
in accordancewith the precedingParagraph,that theGovernmentof the Federal
Republic shall previously have furnished to the Governmentof the United
Statesa notification that all legalproceduresin Berlin necessaryfor the applica-
tion of this Agreementthereinhavebeencompliedwith.

Article XIII

(1) The two Governmentsshall, upon the request of either of them,
consultregardingany questionrelatingto the applicationof this Agreementor
to the operationsor arrangementscarriedout pursuantto this Agreement.

(2) Either Party to this Agreementmay apply at any time for review of
this Agreement. The two Governmentsshallenterinto negotiationsaiming at
a mutually satisfactorysolutionbasedon the principlesof this Agreementwith
respectto any problem that may arise.

(3) This Agreementmay be amendedat any time by agreementbetween
the two contractingparties.

Article XIV

(1) This Agreementshallenterinto force uponthedepositof aninstrument
of ratification by the Federal Republic with the Governmentof the United
States.
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(2) The Annex to this Agreementforms an integral part hereof.

IN WITNESS WHEREOF the respectiverepresentatives,duly authorized for
the purpose,havesigned this Agreement.

DONE at Bonn, in duplicate, in the English and German languages,both
of which texts are authentic,this fifteenth day of October 1954.

For the United Statesof America:

JamesB. CONANT

For the FederalRepublicof Germany:

ADENAUER

ANNEX TO THEAGREEMENTBETWEENTHE UNITED STATESOFAMERI-
CA AND THE FEDERAL REPUBLIC OF GERMANY CONCERNINGTAX
RELIEF TO BE ACCORDED BY THE FEDERAL REPUBLIC TO UNITED
STATES EXPENDITURESIN THE INTEREST OF THE COMMON DE-
FENSE

1. Article I

The relief from taxesandcustomsdutiesprovidedby theaccompanyingAgreement
shall not apply to:

(a) Purchasesand importsby thePostExchangeSystem;

(b) Purchasesby individual membersof the United StatesForces in Germany.

2. ArticlesII and VII

(1) UnitedStatesdefenseexpenditureswithin the meaningof this Agreementshall
be expendituresmadefrom:

(a) United Statesdollars,
(b) DeutscheMarks purchasedwith United Statesdollars,
(c) DeutscheMarksreceivedby theUnitedStatesin paymentfor recognizeddollar

claimsof the United Statesagainstthe FederalRepublic,
(d) DeutscheMarks receivedby the UnitedStatesin connectionwith, or asa result

of, UnitedStatesdollar foreign aid expendituresin or for Germany,

(e) Deutsche Marks otherwisereceivedby the United Statesrelating to dollar
expendituresinsofarasthey resultfrom specialtransactionsagreedto by thetwo govern-
ments.

(2) It is understoodthat the useof the DeutscheMarks referredto abovein Para-
graph(I), Subparagraphs(c), (d) and (e) for the purposesdefined in Article II of this
Agreementshall dependupon agreementshereonbetweenthe two governments.
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3. ArticlesIII, IV, V and VIII

In the event of the establishmentof a Europeandefenseorganizationresponsible
for the procurementand distribution of equipment,agenciesof such an organization
maybe regardedas agenciesof a governmentfor the purposesof this Agreement.

4. Article III (1)

(1) A supplierwithin themeaningof Article III (1) Subparagraph(b)of theattached
Agreementshallbegranted,upon application,refundsof the turnovertax in accordance
with the provisionsof Section 16, Subparagraphs(1) and (2) of the TurnoverTax Law
and the applicableimplementingregulations,regardlessof whetheror not an export
transactiontakesplace.

(2) A supplierwithin themeaningof Article III (I) Subparagraph(c) of theattached
Agreementshallbe granted,upon application,refundsof the turnovertax in accordance
with the provisionsof Section 16 Subparagraphs(1) and (2) of the TurnoverTax Law
and the applicableimplementingregulations.

(3) TheEnglishphrase“for equipment,materialsor facilitiesdeliveredto or services
renderedfor agencies”as usedin Article III (1) (a) of this Agreementbearsthe same
meaningas the Germanterm “fuer Lieferungenvon WareneinschliesslichWerklieferungen
undfuersonstigeLeistungenan Stellen” (literally, for deliveriesof supplies,includingwork
deliveries, and for other services for agencies). The English phrase “equipment,
materials,facilities or services”as usedin Article III (1) (b) of this Agreementbearsthe
samemeaningastheGermanterm“Lieferungenvon WareneinschliesslichWerklieferungen’~
(literally, deliveriesof supplies,includingworkdeliveries).

(4) The meaningof the term “Werklieferungen” (work deliveries)shallin principle
be as statedin the GermanTurnoverTax Law. Constructionof buildings andother
contractservicesfor the United Statesshall invariably be consideredto be “rVerkliefe-
rungen” (work deliveries)in everycase,whenthe contractorsuppliesmaterialin the per-
formanceof theserviceswhich arevaluedat morethan 50 percentof the totalcost of the
services. Paymentsmadeto sub-contractorsfor servicesrenderedunderthe contract
are to beincludedin the costsof materials. The refund shallbe calculatedon thetotal
amountof the bill for the entirecontract.

(5) For constructionotherthan of buildings the contractorshall be grantedthe
highestturnovertax refund providedunderPoint 4 Subparagraph(1) for the materials
shownseparatelyon the bill regardlessof whetherthe constructionis a “Werklieferung”
(work delivery) or a “Werkleistung” (work service).

(6) It is agreedthat, in connectionwith procurementcontractsconcludedbetween
the United Statesand the FederalRepublic,direct deliveriesto, and other services
renderedfor, the FederalRepublicshallbetreatedin thesamemannerasdirectdeliveries
to, andotherservicesrenderedfor, agenciesof the UnitedStatesor to agenciesof other
governmentsdesignatedby the United States. The sameunderstandingshall apply
where constructioncontractsare placedwith a Germanbuilding administration.
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5. Article V

A simplified customsprocedureis provided for the repair of military equipment
within the frameworkof the attachedAgreement. Upon application,authorizationto
operateundersuch simplified procedureshall be grantedby the main customsoffices
(Hauptzollaemter)to firms to which theagenciesof the UnitedStatesgive suchordersfor
repair. Authorization shall not be grantedto firms which are untrustworthy in tax
mattersor which do not maintainproperbookkeeping. With respectto suchgoodsto
berepaired,ormaterialsprovidedthereforbyagenciesof theUnitedStates,theauthorized
firms shall be relieved from the usual requirementsof presentingto a customsoffice,
and obtaining customsclearancefor, each individual consignmentof such goodsor
materialswhentheyare takenover andwhenthey are returned. The firms, however,
shall reportto the competentcustomsoffice only thosegoodswhich were receivedfor
repairandthosewhichwere returnedafterrepair. Thereportsshallalsoincludemateri-
als receivedby the firm for executingtheorder andany resultingscrap. Scrap of low
value left in the handsof the firm shallbe exemptfrom taxesandduties. Otherscrap
shallbesubjectto taxesanddutiesunlessreturnedby the firm to thecontractingagency.

6. Article VIII

The United Stateshas declaredand the FederalRepublic has noted that certain
goodsaresold throughagenciesof the United StatesForces,particularly the Quarter-
masterCorps, to membersof the Forcesfor their personaluseor consumption. Such
salesshallnot fall underthe provisionsof Article VIII of the attachedAgreement. In
this connection,the UnitedStatesandthe FederalRepublicshalleachwithin thespheres
of their authority takeappropriatemeasuresin order to preventviolations of German
customs,tax and foreign exchangeregulations,particularly with respectto goodssuch
as tobacco,tobaccoproducts,coffee, teaandalcoholicbeverages.

7. Articles III, IV, V and VIII

It is agreedthat the relief from Federaltaxesandcustomsdutiesprovidedby this
Agreementwill not be altered by the entry into force of agreementson the rights and
obligationsof foreign forcesand their membersin the FederalRepublic of Germany,
pursuantto the decisionof the ForeignMinistersof the FederalRepublicof Germany,
France,theUnited Kingdom andtheUnited Statestakenat Londonon October3, 1954.

8. ArticlesIII and V

In theeventthe Germanlegislationor implementingregulationsexistingon thedate
of thesigningof this Agreementandgoverning(a) the grantingof turnovertax refunds
on exporttransactions;(b) exemptions,refundsor pricediscountsfor exportedgoodsfrom
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customsdutiesandexcisetaxes,including theturnoverequalizationtax,andleviesof the
fiscal monopolies;and (c) theprocessingof goodsin the Germancustomsarea;shall be
modified,superseded,or repealed,thepartiesto this Agreementshallenterinto immediate
consultationsto establishproceduresto ensurethe grantingof relief for United States
defenseexpendituresfrom Germantaxes,customsdutiesand leviesof fiscal monopolies
no less favorablethanthat herewithestablishedby this Agreement.

No. 3375
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EXCHANGE OF NOTES

I

TheChancellorof the FederalRepublicof Germanyto the United StatesHigh

Commissioner

[GERMAN TEXT — TEXTE ALLEMAND~

DER BUNDESKANZLER UND

BUNDESMINISTER DES AUSWARTIGEN

Bonn, den 15 Oktober1954

Seiner Exzellenz dem Hohen Kom-
missar der Vereinigten Staatenvon
Amerika Herrn Botschafter Dr.
JamesB. Conant

Godesberg-Mehlem

Herr Botschafter!

Mit Beziehung auf das heute in
Bonn unterzeichnete Abkommen
zwischenderBundesrepublikDeutsch-
land und den VereinigtenStaatenvon
Amerika über die von der Bundesre-
publik zu gewahrendenAbgabenver-
günstigungenfür die von denVereinig-
ten Staatenim Interessedergemeinsa-
men Verteidigung geleistetenAusga-
ben (Steuerbegunstigungsabkommen),
habe ich die Ehre, folgendes zu be-
statigen:

Im Hinblick auf Nr. 2 Absatz2 des
Anhangs zu dem genanntenAbkom-
men besteht Einverständnisdarüber,
daB zur Zeit seiner Unterzeichnung
nur die nachstehendgenanntenVer-
einbarungenin Betrachtkommen:

a) Das am 27. Februar 1953 in Lon-
don unterzeichnete Abkommen
zwischen der Bundesrepublikund

DER BUNDESKANZLER UND

BUNDESMINISTER DES AUSWARTIGEN
1

October15, 1954

His Excellency the United StatesHigh
Commissioner Ambassador Dr.
JamesB. Conant

Godesberg-Mehlem

Mr. Ambassador,

With reference to the Agreement
betweenthe FederalRepublicof Ger-
many andthe United Statesof America
ConcerningTax Reliefto be Accorded
by the Federal Republic to United
StatesExpendituresin the Interestof
the Common Defense (Tax Relief
Agreement), signed at Bonn on this
day,2 I havethe honor to confirm the
following:

With respectto Point 2, Paragraph
2, of the Annex to the said Agreement,
it is understoodthat the only agree-
mentsto be consideredat the time of
the signing of the Agreementare the
following:

a) The AgreementbetweentheFeder-
al Republic of Germanyand the
UnitedStatesof AmericaRegarding

— ‘The FederalChancellorandMinister of ForeignAffairs.
2 Seep. 136 of this volume.
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den Vereinigten Staatenüber die
RegelungderVerbindlichkeitender
BundesrepublikgegenuberdenVer-
einigten Staatenaus der Lieferung
von Uberschul3gUternan Deutsch-
land. In diesem Zusammenhang
bestatige ich, daB Einverständnis
darUberbesteht,daB Betragein der
Wahrung der Bundesrepublik
Deutschland,weichedie Vereinigten
Staaten gemal3 Artikel IV dieses
Abkommenserhalten,von denVer-
einigten Staatenzu Ausgabenfür
die Zweckeverwendetwerdenkön-
nen,die in Artikel II desSteuerbe-
gunstigungsabkommensbezeichnet
sind.

b) Dasam 15.Dezember1949in Bonn
unterzeichnete und insbesondere
durch Briefwechselzwischen dem
Bundeskanzlerder Bundesrepublik
Deutschlandund dem ECA-Son-
derbevollmachtigtender Vereinig-
tenStaatenvom19.und28. Dezem-
ber 1951 geanderte Abkommen
über wirtschaftliche Zusammenar-
beit zwischen der Bundesrepublik
Deutschlandund den Vereinigten
Staatenvon Amerika. In diesem
Zusammenhangbestatigeich, daB
Einverständnisdarüberbesteht,daB
die 10% Deutsche Mark-Gegen-
wertmittel, die den Vereinigten
Staatengemal3 Artikel IV Absatz
4 diesesAbkommensin seinerab-
geandertenFassungzustehen,für
die in Artikel II desSteuerbeguns-
tigungsabkommens bezeichneten
Zweckeverwendetwerdenkönnen.

the Settlementof the Obligation of
the FederalRepublicto the United
Statesfor Surplus Property Fur-
nishedGermany,signedat London
on February 27, 1953.1 In this
connection, I confirm that it is
understoodthat thecurrencyof the
FederalRepublic receivedby the
United States in accordancewith
Article IV of that Agreementmay
be used by the United Statesfor
expendituresfor the purposesdef-
ined in Article II of the Tax Relief
Agreement.

b) The Eco:nomicCooperationAgree-
mentbetweenthe FederalRepublic
of Germanyandthe United States
of America, signed at Bonn on
December 15, 1949, as amended2

particularly by the exchange of
letters betweenthe United States
ECA Special Representativeand
the Chancellorof the FederalRe-
public of Germany,datedDecem-
ber 19 and December 28, 1951,~
respectively. In this connection,I
confirm that is understoodthat the
10 percentDeutscheMark counter-
part funds available to the United
States in accordancewith Article
IV, Paragraph4 of that Agreement,
as amended,may be usedfor the
purposesdefinedin Article II of the
Tax Relief Agreement.

‘United Nations, Treaty Series, Vol. 205, p. 103.
‘United Nations, Treaty Series,Vol. 92, p. 269; Vol. 141, p. 390, and Vol. 212, p. 329.
‘United Nations, Treaty Series, Vol. 181, p. 45.
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GenehmigenSie, Herr Botschafter,
den Ausdruck meinerausgezeichnets-
ten Hochachtung.

ADENAUER

Accept, Mr. Ambassador,therenew-
ed assuranceof my highest considera-
tion.

ADENAUER

II

The United StatesHigh Commissionerto the Chancellor of theFederal Republic
of Germany

[GERMAN TEXT — TEXTE ALLEMANDI

UNITED STATES HIGH COMMISSIONERFOR

GERMANY

BAD GODESBERG, GERMANY

Excellency

October15, 1954

I have the honor to acknowledge
the receipt of your letter datedtoday
regarding (a) the use of currencyof
the FederalRepublic receivedby the
United Statesin accordancewith Ar-
ticle IV of the Agreementbetweenthe
United States of America and the
FederalRepublic of Germanyregard-
ing the Settlementof the Obligation
of the FederalRepublicto the United
Statesfor SurplusPropertyFurnished
Germany,signedat London,February
27, 1953, and (b) the use of the 10
percent Deutsche Mark counterpart
funds availableto the United Statesin
accordancewith Article IV, Paragraph
4 of theEconomicCooperationAgree-
ment betweenthe FederalRepublicof
Germany and the United States of
America,signedat Bonn on December
15, 1949, as amended,and to confirm
that I agreewith its contents.

UNITED STATES HIGH COMMISSIONERFOR

GERMANY

BAD GODESBERG, GERMANY

Exzellenz!

October15, 1954

Ich beehremich, denEingangIhres
heutigen Schreibenszu bestaetigen,
das betrifft a) die Verwendung von
Betraegenin der Waehrungder Bun-
desrepublikDeutschland,die die Ver-
einigten Staatenvon Amerikagemaess
Artikel IV des am 27. Februar 1953
in London unterzeichnetenAbkom-
mens zwischen der Bundesrepublik
uxid denVereinigtenStaatenueberdie
Regelung der Verbindlichkeiten der
Bundesrepublikgegenueberden Ver-
einigtenStaatenaus derLieferungvon
Ueberschussgueternan Deutschland
erhalten,und b) die Verwendungder
10% DeutscheMark-Gegenwertmittel,
die den Vereinigten Staatengemaess
Artikel IV Absatz 4 des am 15. De-
zember 1949 in Bonn unterzeichneten
AbkommensueberwirtschaftlicheZu-
sammenarbeitzwischenderBundesre-
publik DeutschlandunddenVereinig-
ten Staaten von Amerika in seiner
abgeaendertenFassungzustehen,und
erklaeremich mit seinemInhalt em-
verstanden.
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Accept, Excellency, the renewed Genehmig.en Sie, Exzellenz, den
assuranceof my most distinguished Ausdruck meiner ausgezeichneten
consideration. Hochachtung.

JamesB. CONANT JamesB. CONANT

His Excellency, Chancellor of the Seiner Exzellenz Bundeskanzlerder
FederalRepublic of Germany BundesrepublikDeutschland

PalaisSchaumburg PalaisSchaumburg
Bonn Bonn
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