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No. 4018. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT1 BETWEEN THE UNITED STATES OF
AMERICA AND THE FEDERAL REPUBLIC OF GER-
MANY RELATING TO THE PURCHASE OF CERTAIN
MILITARY EQUIPMENT, MATERIALS, AND SERVICES.
WASHINGTON, 8 OCTOBER 1956

I

The Ambassadorof the Federal Republicof Germanyto the Secretaryof State

[GERMAN TEXT — TEXTE ALLEMAND]

BOTSCHAFT DER BUNDESREPtJBLIK DEUTSCI-ILAND

Seixier Exzellenz
Herrn John Foster Dulles
Secretaryof State
Department of State
Washington,D.C.

Washington,D. C., 8. Oktober 1956
Exzellenz,

ich beehremich, auf die Besprechungenzwischen denVertretern unserer
beiden RegierungenBezug zu nehmen, die vom 3. bis 16. August 1956 in
Washingtonüber den Verkauf bestimmter militärischer Ausrustungen,Ma-
terialien und Dienst1eistunge~idurch die VereinigtenStaatenvon Amerika an
die BundesrepublikDeutschlandgemass§ 106 des Gesetzesüber Gegenseitige
Sicherheitvon 1954in seinergeandertenFassungund gemassdemAbkommen
zwischendenbeiden Regierungenvom 23. November1953, abgeandertdurch
Artikel I, Absatz (4), des Abkommens fiber GegenseitigeVerteidigungshilfe
vom 30. Juni 1955, stattgefundenhaben.Als Ergebnis dieser Besprechungen
wurden folgende Abmachungengetroffen:

(1) Jedesmal,wenn die Regierung der Bundesrepublikeinen Antrag mit dem
Ziel desAnkaufsderartigermilitärischerAusrustungen,MaterialienundDienstleistungen
steilt,wird die RegierungderVereinigtenStaaten,falls die beantragtenGegenstandeund
Dienstleistungenfür diesenZweckzur Verfugunggesteiltwerdenkönnen,die Bundes-
republik durch Angebotsschreibenoder sonstige zweckdienliche Mitteilungen ent-
sprechendbenachrichtigen.Diese Mitteilungen werden Preis und Lieferzeit der be-
treffendenGegenstandeoder Dienstleistungensowie sonstigeBedingungenenthalten.

‘Came into forceon 8 October1956 by theexchangeof thesaidnotes.
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der VereinigtenStaatenund der Regierungder BundesrepublikDeutschland
darsteilt, dasmit dem Datum Ihrer Note in Kraft tritt.

GenehmigenSie, Exzelleriz, die erneuteVersicherungmeinerausgezeich-
netstenHochachtung.

Heinz L. KREKELER

[TRANSLATION — TRADUCTION]

EMBASSY OF THE FEDERAL REPUBLIC OF GERMANY

His Excellency
John Foster Dulles
Secretaryof State
Department of State
Washington,D.C.

Washington,D.C., 8 October1956

Excellency,

[See noteII]

Heinz L. KREKELER

II

TheActingSecretaryofStateto theAmbassadoroftheFederalRepublicofGermany

DEPARTMENT OF STATE
WASHINGTON

Oct. 8, 1956
Excellency:

I havethehonorto acknowledgethe receiptofyour noteofOctober8, 1956,
the text of which in English is as follows:

“I havethe honor to refer to the conversationsbetweenthe representatives
of our two Governmentswhich took place in Washington from August 3 to
August 16, 1956, concerningthe sale by the United Statesof America to the
Federal Republic of Germanyof certain military equipment, materials, and
servicespursuantto Section106 of the Mutual SecurityAct of 1954,asamended,
andpursuantto the agreementbetweenthe two Governmentsof November23,~

‘United Nations, Treaty Series, Vol. 224, p. 107.
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1953, as modified by Article I, paragraph4, of the Mutual DefenseAssistance
Agreementof June30, 1955.1 As a result of theseconversationsthe following
arrangementshave beenformulated:

“1. On thebasisof requestssubmittedby theGovernmentof the FederalRepublic
for the purchaseof suchmilitary equipment,materialsand services,the Government
of the United Stateswill, in caseswheresuchitemsandservicescanbemadeavailable
for thepurpose,soinform theFederalRepublicthroughlettersofoffer orotherappropriate
communications. Such communicationswill indicate the price and time of delivery
of suchitemsor services,andotherconditions.

“2. The Governmentof the FederalRepublicwill inform the Governmentof the
United Statesin writing in the mannerindicatedin the letters of offer or other com-
municationsof the itemsor serviceswhich it wishesto purchasepursuantto suchcom-
municationsor agreedmodificationsof same. This will constitutea firm order on the

part of the Governmentof the FederalRepublic. In caseswhereno order is placed
therewill be no chargeto the Governmentof the FederalRepublic.

“3. The Governmentof the FederalRepublicof Germanywill payin full to the
Governmentof theUnited Statesthe total priceof the itemsandservicesorderedand
any damagesincident to cancellationof contractsin the following manner:

“a) With a view to facilitating the executionof suchordersandinordertoprovide
a reasonableworking fund (deposit),the Governmentof the FederalRepublicwill make
paymentsin United Statesdollars into an accountto be establishedwith theSecretary
of the Treasury,which accountis to be maintainedon thebooksof the United States
Treasuryandto be designatedas “Secretaryof the Treasury,Departmentof Defense,
Military Purchasesby FederalRepublicof Germany”. The Secretaryof theTreasury
of the United Stateswill administersuch accountas a custodianand free of charge.
A depositwill bemadein this account,at thetime of theplacingby the Governmentof
the FederalRepublicof eachfirm order, in an amountnot lessthan 15% of the total
estimatedpriceindicatedin the letteror othercommunicationof offer pursuantto which
suchorder is placed. In orderthat the accountmay be maintainedat all timesat not
lessthan 15% of theaggregateprice of itemsandservicesfirmly orderedandremaining
undelivered,the Governmentof the Federal Republicwill makesubsequentdeposits
to this account,basedupon notifications from the Departmentof Defense,in amounts
requiredto cover the price of anticipated servicesand deliveriesof equipmentand
materials,necessaryadvancesandprogresspayments,as well as any damagesandcosts
that may accrue from the cancellationof any contractsor rehabilitationwork. Such
notification will be madeto the GermanEmbassyin Washingtonat the beginningof
eachmonth andwill specifythe amount requiredto be depositedto coversuchwith-
drawalsfor the next following month, which deposit shall be madewithin thirty days
after receiptof eachsuchnotification. In orderto assisttheGovernmentof theFederal
Republic in anticipatingfuture depositrequirements,the Departmentof Defensewill
also provide the GermanEmbassy,onemonth beforethe beginningof eachcalendar
quarter,a tentativeestimateof theamountswhich areexpectedto be requestedunder
this procedureduring thesucceedingcalendarquarter. Paymentswill be madeout of

1 United Nations,Treaty Series, Vol. 240, p. 47.
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this accountby theSecretaryof theTreasuryto theUnitedStatesDepartmentof Defense
in suchamountsas arecertified to him by designatedrepresentativesof theDepartment
of Defenseto be payableto that Departmentunderthetermsof thepresentagreement.
Theamountsso payableto theUnitedStatesDepartmentof Defenseduringanycalendar
month shall be equalto theestimateddeliveries, etc., containedin themonthly noti-
fication, givento theFederalRepublicof Germanyby theDepartmentof Defenseas set
forth above,in connectionwith thedepositrequiredto be madeat thebeginningof the
samemonth. Any questionsby theFederalRepublicregardingdepositsrequiredunder
theseestimateswill be discussedby representativesof the two Governmentsand any
necessaryadjustmentswill be madein subsequentmonthly deposits.

“It is understoodthat in lieu of cashdepositsin UnitedStatesdollars in theabove
describedaccount,the FederalRepublic may deliver to the Secretaryof the Treasury
United StatesTreasurybills, or other marketableUnitedStatesGovernmentsecurities
maturingwithin oneyearfrom thedateof deposit,equivalentatfacevalueto theamounts
requiredto bedeposited. TheSecretaryof theTreasurywill, onthebasisof instructions
from the Governmentof the Federal Republic, invest or reinvest in United States
Treasurybills, or in other marketableUnited StatesGovernmentsecuritiesmaturing
within oneyearfrom dateof purchase,anydollarfundsin this account(includingproceeds
from redemptionor saleof Treasurybills or other securities)which arenot required
for paymentsout of the account. The Secretaryof the Treasuryfor thepurposeof
makingpaymentsout of this accourt,may usetheproceedsof maturingTreasurybills
orothersecuritiesandmay,to theextentnecessary,causeTreasurybills orothersecurities
to besold at themarketprior to maturity. The Secretaryof theTreasuryshall in such
casehavesolediscretionin determiningtheparticularbills or other securitiesto be sold.
The proceedsof redemptionof such bills or other securitiesat maturity or from sale
of suchsecuritiesprior to maturityshall becreditedto theaCcount, Any interestaccruing
from any of theaboveinvestmentsshall be creditedto theaccount.

“After final settlementwith theUnited StatesDepartmentof Defenseof amounts
dueasa resultof all ordersplacedby theGovernmentof theFederalRepublicpursuant
to the presentarrangements,theSecretaryof the Treasurywill return to the Govern-
ment of the FederalRepublicanybalancesof cashor Treasurysecuritiesremainingin
the working fund.

“b) In addition to theworking fund provided for above,the Governmentof the
FederalRepublicwill provideto theGovernmentof theUnited Statesaguaranteeof the
Bank DeutscherLaender,in a form mutually agreeableto the two Governments,at the
time of theplacing of the first firm order, in an amountof not less than25% of the
estimatedtotal priceof theitemsandservicesordered,as indicatedin the letteror other
communicationsof offer pursuantto which the order is placed. This guaranteewill
be increasedat the time eachadditionalfirm order is placedin an amountrepresenting
25% of the total estimatedprice indicatedfor such additional order. The guarantee
will, however, be revisedby mutual agreementfrom time to time in order to reflect
the priceof liquidated obligations againstwhich it is no longernecessaryto maintain
the25% security for whichsuchguaranteeis issued. The Governmentof theUnited
Statesmay haverecourseto thebanker’sguaranteeif the FederalRepublicfails to make
thedepositsinto theworkingaccount,in accordancewith paragraph3(a) above,required
to cover anticipatedpricesof services,deliveriesof equipmentandmaterials, necessary
advanceand progresspayments,and costs anddamagesaccruingfrom cancellationof
anycontractsor rehabilitationwork.

No. 4018
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“4. It is understoodby the Governmentof the FederalRepublicthat for the time
being quality control and inspectionof equipmentand materials covered by orders
placedby the FederalRepublicwill be accomplishedin accordancewith the termsand
conditions under which such equipmentand materials are provided to the United :
Statesmilitary services.

“5. In the discussionsconcerning the condition of equipmentand materials,
the German representativesnotedwith satisfactionthat, pursuantto normal United
Statespractice,alleged defectsnot attributableto circumstancesarising after delivery
to theagentof theFederalRepublicwould be examinedby theMAAG, and, asmutually
agreed,such defectiveequipmentor materialswould be repairedor replacedfree of
chargeby the Governmentof the United States.

“6. TheUnitedStatesrepresentativesindicatedthat underexisting legislationthe
FederalRepublic would enjoy the same exemptions from United States Federal
taxation as the United StatesGovernmentwith respectto ordersplacedpursuantto
thesearrangements.

“7. The two Governmentshaveagreedthat the delivery of the equipmentor
materialsto be furnished under this agreementshall be effected f.o.b. U.S. supply
point, commercialor government,except for aircraft and except for high explosive
ammunition, which would be delivered f.o.b. vesselat ammunition loading facilities
undermilitary control. The Governmentof the UnitedStateswill facilitatethe issuance
of export licenses.

“8. Underthesetermsof salethe GermanGovernmentwoulddesignateashipping
agentand/orfreight forwarder to makeall arrangementsfor shipmentto Germanyfrom
the United Statessupply point, commercialor government. Title to the equipment
or materialswould passto the GermanGovernmentat the United Statessupplypoint
at the time of acceptanceby the commercialcarrieror the freight forwarder. Loading
of the equipmentor materialson boardthecarrier’sequipmentwould be accomplished
by the United StatesGovernment. This servicewill be coveredby accessorialcharges
(packing, cratingandhandling).

“9. Cancellationof contracts,failure to complete contracts,indemnification, or
any otherdetails involved in the implementationof thesearrangementsnot specifically
coveredin this agreementareto be settledin duecoursethrough the MAAG, taking
into account,whereapplicable,the provisionsof the OffshoreProcurementAgreement
of April 4, 1955, with a view to developingsolutions in the spirit of that agreement.

“10. The Governmentof the FederalRepublic tooknotice that,exceptas may be
otherwiseagreed,the Military AssistanceAdvisory Group attachedto the Embassyof
theUnitedStatesat Bonnwill beavailableasaconsultingandliaison body for questions
arisingfrom the implementationof this agreementor furtherarrangements.

“I havethe honor to proposethat this note, together with your reply
confirming thesearrangements,constitutean agreementbetweenthe Govern-
ment of the United Statesand the Governmentof the FederalRepublic of
Germany,effective on the dateof your note.

“Accept, Excellency,therenewedassurancesof my highestconsideration.
N~4018
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The Governmentof the United Statesof Americaconfirmsthesearrange-
mentsandconcurs with your proposalthat your note of October 8, 1956, to-
getherwith this note, constitutesan agreementbetweenthe Governmentof
the United Statesof America and the Governmentof the FederalRepublic
of Germany,effective on the dateof this note.

Accept, Excellency,the renewedassurancesof my highestconsideration.

Herbert HoovER, Jr.
Acting Secretary

His ExcellencyHeinz L. Krekeler
Ambassadorof the FederalRepublic of Germany
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