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No. 3873. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT1 BETWEEN THE UNITED STATES OF
AMERICA AND CANADA CONCERNING FINANCIAL AR-.
RANGEMENTS FOR THE FURNISHING OF CERTAIN
SUPPLIES AND SERVICES TO NAVAL VESSELS.
OTTAWA, 21 JULY 1955

I

The AmericanA inbassadorto the CanadianSecretaryof State
for External Affairs

No. 22
Ottawa, July 21, 1955

bir

I havethehonor to referto recentconversationsbetweenCanadianandUnited
Statesofficials concerningthe enactmentauthorizing the Secretaryof the Navy
to furnish certain suppliesand servicesto foreign navalvesselsat United States
ports and naval basesprovided a prior agreementconferringreciprocalrights on
the United States,andcoveringreimbursementtherefor,hasbeennegotiatedwith
the countryconcerned. Theseagreementswill obviate the necessityfor obtaining
advancesof funds from navalvesselsof friendly foreign nations for routine port
servicesand facilitate the furnishing of their immediatesupply requirementsat
United Statesnavalactivities.

My Governmentwould be happyto concludean agreementfor such purposes
with CanadaandI understandthat Canadianofficials arelike-minded.

The terms of the agreementmy Governmentwould be preparedto enterinto
are set forth in theAnnex2 to this Note. I suggestthat if theseterms are accept-
able to your Government,your reply to that effect and this Note be considered
an agreementwhich would come into force ninety days from the date of your
reply and applyto all suppliesandservicesfurnishedon or after such date. The
agreementcould be terminatedby either Governmentby giving notice of such
termination at leastninety daysin advanceof the effective datethereof.

1 Cameinto force on 19 October1955, ninety days from the dateof theCanadiannote, in
accordancewith theterms of the said notes.

See p. 56 of this volume,
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Accept, Sir, the renewedassurancesof my highestconsideration.

R. Douglas STUART
Enclosure

Annex1

The HonorableLesterB. Pearson
Secretaryof State for ExternalAffairs
Ottawa

ANNEX

AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND THE GOV-
ERNMENT OF CANADA CONCERNINGFINANCIAL ARRANGEMENTS FOR
THE FURNISHING OF CERTAIN SUPPLIESAND SERVICES TO NAVAL
VESSELS

Article I

Where routine port servicessuchaspilotage, tugs, garbagedisposal,line handling,
etc.aremaintainedby a navalauthorityof oneof theGovernments,theywill be furnished
to visiting naval vesselsof theotherGovernmentwithout charge. At ports wherethere
is a naval authority but no suchfacilities aremaintained,the residentnaval authority
will organizethe necessaryservicesfor visiting naval vesselsof the other Government
and, if requested,will payfor theservicesandeitherrecovercostsin cashfrom thevisiting
naval vesselor obtain signatureson documentsfor reimbursement.

Arlicle II

Miscellaneoussupplies,suchas fuel, provisions,spareparts andgeneralstores,will
be furnishedby eachof theGovernmentsto visiting naval vesselsof the otherGovern-
ment on a reimbursablebasiswithout an advanceof funds, on thecondition that such
miscellaneoussuppliesareavailable in thenaval supplysystemof thehostGovernment.

Ar/ide III

Services,such as overhauling, repairs,alterations,and installation of equipment,
togetherwith suppliesincidental thereto,will be furnishedby eachof the Governments
to visiting naval vesselsof the other Governmentwhen funds to cover the estimated
cost of suchsuppliesandserviceshavebeenmadeavailablein advanceby thebenefiting
Government,on thecondition thatsuchsuppliesareavailablein thenaval supplysystem
of thehost Governmentor readily obtainablefrom commercialsources.

1 Seebelow.
No. 3873
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Ar/idle IV

Supplies which are distinctive to the naval service of the host Government,and
supplies which havebeenduly classifiedunder applicablesecurity regulationsof such
naval service,shall not be requiredto be furnishedunderthe termsof this Agreement.

Article V

(a) Costs of servicesto befurnishedin accordancewith Article I of this Agreement
will be reimbursedto the host Governmentat the standardrate prescribed for use
within the naval service of the host Government. In theabsenceof a standardrate,
suchcosts will be reimbursedto the host Government in full, including thecost of
labour, materialandoverheadincurred by the naval authority performingtheservices,
Costs of servicesto be performed in accordancewith Article III of this Agreementwill
be reimbursedto thehostGovernmentin full, including thecost of labour, material and
overheadincurred by thenaval authority performingtheservices,plus chargescovering
the cost of military pay andallowancesanddepreciationof machineryandequipment.
If suchservicescoveredby eitherArticle I or Article III aboveareobtainedcommercially,
reimbursementwill be made in the amountof thecontractcost to thehost Government.
Costsof suppliesto be furnishedin accordancewith Article II of this Agreementwill be
reimbursedat thepricesat which suchsuppliesareregularlymadeavailablefor usewithin
the naval serviceof thehost Government,plus auxiliary chargescoveringcostsof such
items as packing, crating, handling and transportation.

(b) The Royal CanadianNavy now makesa standardchargeof 10 % for services
and materials sold to certain foreign Governmentexcept wherespecial handling or
packagingis required,in which caseactualcostsaredeterminedandaddedto thecost of
materials. The United StatesNavy, on theother hand,determinesindividual charges
associatedwith the sale of materialsor services. For the purposesof this Agreement
the Royal CanadianNavy’s method of determiningchargesfor materialsand services
provided underthe termsof this Agreementshall apply to ships of the United States
Navy visiting Canadianports, and the United StatesNavy’s method of determining
chargesfor suchmaterialsandservicesshall apply to shipsof theRoyal CanadianNavy
visiting United Statesports.

A rude VI

Prior to the departureof a visiting naval vesselfrom a port or navalestablishment
of thehost Government,the CommandingOfficer of eachsuchvisiting naval vesselshall
be presentedwith onebill coveringthe total value of all servicesandsuppliesfurnished
by thepoet or navalestablishment. This bill will be either paid in cashor appropriately
certifiedby suchCommandingOfficer asto the receiptandacceptanceof theservicesand
supplieslisted thereon. The bill so certified will be returnedto the appropriatenaval

No. 3873
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representativeat theport or navalestablishment,who will forward it in suchmanneras
may be prescribedby regulation of his naval service for ultimate presentationto the
appropriaterepresentativeof the benefiting Government. The bill will be due and
payablewithin a periodof thirty (30) daysfrom the time of presentationto suchrepre-
sentative.

Ar/idle VII

In the caseof an extendedvisit, intermittent billings for thesuppliesandservices
furnishedin accordancewith this Agreementshall be presentedto the Commanding
Officer of thevisiting naval vesselor vesselsat suchintervalsas maybe mutually agreed
upon betweensuchCommandingOfficer andthe authorizednaval representativeof the
hostGovernment. Suchbillings shall be certifiedandprocessedfor paymentin thesame
mannerasprovidedin Article VI hereof.

Ariidle VIII

All paymentsfor servicesand suppliescoveredby this Agreementshall be made
in currencyacceptableto thehost Government.

II

The CanadianSecretary of State for ExternalAffairs to the AmericanAmbassador

DEPARTMENT OF EXTERNAL AFFAIRS

CANADA

No. D 180
Ottawa, July 21, 1955

Excellency

I havethehonourto refer to your NoteNo. 22, of July 21, 1955 proposingthat
our two Governmentsshould make a reciprocal agreementto provide certain
suppliesandservicesto navalvessels,eachof our respectivecountrieswhen visiting
the other.

2. The CanadianGovernmentis gladto concurin the termsof theAgreement
set forth in the Annex to your Note. I agree with your suggestionthat this
exchangeof Notes should be consideredan Agreementcoming into force ninety
daysfrom this date,andwhichcouldbe terminatedby eitherGovernmentby giving
noticeof suchterminationat leastninetydaysin advanceof theeffectivedatethereof.

Accept, Excellency, the renewedassurancesof my highestconsideration.

L. B. PEARSON

Secretaryof State for External Affairs

His ExcellencyR. DouglasStuart
Ambassadorof the United Statesof America
Ottawa
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AIDE-MEMOIRE

The first sentenceof Article I of the proposedagreementon financial arrange-
ments for port servicesto naval vesselsmay be the subject of somemisunder-

standing unless clarified. In order to preclude future misunderstanding,the
following interpretationis madeat this time

CanadianNaval ships obtaining routine port servicesat naval installations
providedby United StatesNavy uniformed personnelwill not be requiredto pay
for suchserviceswheresimilar servicesare providedUnited StatesNavy shipsat
Canadiannaval installations; however, at most United StatesNaval installations
servicessuch aspilotage, tugs, garbagedisposal, etc., must be paid for, either in
cashor on a reimbursablebasis. The samechargesare madefor United States
Navy ships at theseUnited StatesNavy installations. Therefore,it is expected
that United StatesNavy shipswill pay for suchservicesat Canadianports.

United States Embassy
Ottawa,July 21, 1955

No. 3873


