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REPORT ON EXCHANGE RATES
APPLIED T0
UNITED STATES OFFSHORE PROCUREMENT CONTRACTS
IN ITALY

BY
THE COMPTROLLER GENERAL OF THE UNITED STATES

GAOG Weshe; DaCy




COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 25

MAY. 23 1958

Doy Ar. Seapebaryy

Herswith i3 2 report rolatlisnz o he rvote of sxchengs
spoiisd o offshors profurdment conirseis swarded wnder the
¥ubusl Defense issistence Program {ADAF) 4in Italy.

Thizs report iundiestes that the coght of HLAP offghoare
progurament conbresebs s incrsesed by & chargs loposed by
an sgency of bhe Iialian Covermment Tor ihe comversiam of
deilary o lire, Simiisyr chargss sre not lasurred In cone-
naebion with othey Unibed Sbates trensacilions in Ibaly.
Based uvpon the velume of HDAP contracis swarded im Italy
during fiscal yesrs 1952 thvough 1956, thiz gxchsnge charge
may btotzl more than ome millior doilars. 4boud ong hell of
this amowni has not yeb besn pald.

Sur Bursgesn Branch sought the advies of the imarican
Aubnpsador 5t Bope on the practienbility of underisling ne-
gotlations to extend to EDAP offshore yprocursment conbtracis
the sape exonsnge rabtes thei are applied o sther
United Stsbtes expendibures in Idtaly. The officials ff the

¥ubazgy appavently comeludsed thel nezotlisiions should nob
be ipitisted zince the exchange cheries do ust violals ox-
W@

igting sareensnis between the United tiates
qevertholess, bscsuse of the pobenblal savings
rasult from guch nevotiations, we believe W
warrantbz further sopsiderstlion ot dsperioe
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Thers sy be fesbors o b consldersd ln underteiing
mezotiations of this nebure which are not trestsd in the
gnclossd reporb. Sowever, besed upon the Inforpasbtion avalls
sble to us at the pressni tize, there sesss Lo be sdequabe
résson for inibisting megobistions wilh the Itallsn Jovern.
senk 0 elisinste the ezchange charzes. Thevelovre, this ra-
porh s belns subamlitbted for your conglderablon.

Sinserely yours,

JOSEPH CAMPBELL

Conpbroller General
of the United Staies

The Honorabls
The Jesretary of Stabe

Enciocsurse
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Gur yreviex of offahore progurszent contracis plaseced by the
mi&i?@ r serviess iz Itely wnder the Pubwal Defones Assistonés Pros
graw (RRAF) 4lscisssd thel (be prices »aid by ibhe United Ztabss to
itgllzz conbradbors lnslivded relmbursvemesnt of & charge imposed by

sr ltsllesn Sureranent sgsngy Tovr $he convarsion of dollsres to lirve,

This sxaimnge oharge, whioh iz aebl inturred by e United Shates

o oLLe? tracsscblioss In lialy, say szount o sbeoul one million
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s reporbed this zabier 4 the sgerican Sphonssdor in Bose

dupteking nerebtisticns with Ehe Ifallisn Oovsromant o exhens o
nah
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aupay gllsnors groguroment contracis the sane azuhanys reboes Lhat

are applisd to obhey United Sbtabes oxpendituress 1o Iisly. In ra-

2iys W9 Blnisher<Counssler of he Tnbessy sbabed trwt the oue

SLEnSe Chargs Oofn HOAR offghore opodurscent was mads Ln sogerisnoe

with Itallzn Torelsn sxbhengy sonbtrel regulatione and sould b cone
sldared by the Iisllsn dovernment te bBe &n supropriade aharge for
& sareics: peplormed for 1belisn reeidants who ars reculiving 9
ghmnze paymenbs fer ezporis, Yo wers inforsed sleo bhei Lhe

charge 414 apt violsts any ¢xisiing ezresments bebween the
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¢4 Stabos snd Itelir.
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Bowover, e mere not afvised ag o the

=03 lity of underiablrg sesoklationz bo elisiveie this

5

Sopies of our corvespondencs wikh bhe Izbassy aPe ale

ched a7 aexhindis 1 and ¥ %o thls vepori.

Unleus there ars overrlding conditicme of whick ®8 &¥e 26d

aExTe, ¥ belisves Lhst comlderaltian

tilon st departaental lsvel.

i desxe

should b glven Lo oUT SUZLESEw

®

& feagibds by the Densrbmesmt
<3 i

¢f 3tate, negeblatlions should be undertaien with ihe itallian dove

erpgent o optelsn oo sgressent

ménts on AL s Tahars
&il ethe

An alterastive sethod would bs 8an sz

ratos Bhaeb are sppiisd s

&% the cons Pizs Phed these nogolis

whieh wouisd

tiong ayre un
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hould be ezplorsd,

sxbend tg 4dslliay paye

provurensnt contrecks the saue oxihangie

deller spendliburer in Ibsly.
rocnent whiok wounld give the

s lirs al the favorebls ralts of

Sirectly in Itelian ourrenty.

dertansn, ¥ e~

ue & refund of fiw esghange
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are skated in lire, betwssn ths nited Staten Ceovermmsnt and Ida
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lirs o oms dollap,
Under bthe fterms of suebber sgrevasnt reughed with ihe Italilszn
Soeerspmant Op Fay 18, 18355, the csohemys vate 1y compubed in The

gaxe pEnoer ¥hes Yhe Itallien Coversmest puyes for sgrisulbuvael cone

o

s
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peiiblien fursished by the Unlted Stadss undsy he surplivs spricul
tural compoditliern progras. Thes lire obteined by the Yslied Ztabtaes

for the sgricultursl conmoditiss, equivelsnd to 12,2 £3llloxm dols

lare, B8y B2 Beed in paysent oFf HLAP offshore procursasnt come

T Ky - £ 3 2 2 X ry £ o K
tracts asarded in Iibkely sfter 4pril 20, 1035,

Sowever, WDAT offabors procurendent conbreels awarded in Iialy

saeemt 9 censliderably more then 14,2 mililies dellars, and the fa-

does wot apply o
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the grasaber vt of this proowuregend, & repord lssued by the
inited Siskss Furoposn Commant (BUCUEY s of Cotober 31, 1355, loe-
gicates shal FLAP fawds iz the amount of 467.85% pilllen Gellars
have beem oblilzabed in lisly for flscel years 1957 through 1956
effenvrs prooursment peograsi. Sscbual expenditures on bhese AlaP
afferors prooudensnt contracts sncunted %é.ﬁéé.ﬁﬁ miliien doliars
on Gobober 31, 1953.

Paymsats o Itzllasn conbrscbors by bhe Unlisd States Doverne

nend for ED4P offshors prowmdumsnt sonbracls shated in dollars are




ﬁa by b ?&ﬁ%ﬁ&%%ﬁ ?ﬁiiaﬁ shooks to the conbtrmobore’ cousereiarl

Fad

punka, Fifiy pereent of the Jdodlarg dspesitsd in the sentrachors?
banks 18 plven So the OITisde Itsllens del Camble, an ofTicial ore

ganizeticos of the itallan dovervsment, and the ponbrasiers are creds

ikes with the iive esuivalent ot tas rate of about £21 lire fo s
dalisre The remsliasing 50 peveent of the doilars iz sede svalilshis

W

o guthorizsd ltsllen lepopbeys and the conbractors are gorsdibed

with the lire equivelent coppuded onm the beals of about 635 1ipe
e one dedlaP. Thus, ihs Itzllas contraotorz are oredlibed with s

averanpe of aboub 23 lirs &5 one dellsr.

brshmuge oharsos it will e imposed By the Wflsis Italisnn
del Cauble om 50 pergent of the 200 2iiiieon Jdellasrs veb Bo be ﬁ%w-
pended gn BoAF  offghwre proturament conbtracis will swount Lo overy
500,400, A proporiionadsly lsroer soount Bas boon cheyged on the

267 wmillien dollers expended prier Lo Uctober 3, 1955.
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tractusl ohlizativs Lo pey the cmnbractera in dellars, slnge all
sffehore procursscsnt conbracts leb in Ifely te dabe have boen do-
nominsbed in dellars, Ssyerihelesz, undey the fzpicultursl Prode-
ushbs Agresuent, bhe 1ire egmivalsat of 18,2 milllen dollsrs willl
b2 uied lu pyysent of offehars procureasnt conityacts lst in Iialy
afber Aprll 20, 1954, Ip ad44itlon, offshore procurement combrachs,

aithoush denominantsd in dellzrs, are pald Tor by transalilbiing dol~

izrs Lo commertisl bexlis which erpsdli the contraotors with the

dire egulvslendt of the delisra, Ye thersfore bellisve thab srrangce

8

senbs could be mede fo pey thepe conteasis in lirs if the Topnrbe

zwnt of Lisbte sopsliders this to b5 the bebior methed of soprosche

&1 . o o 2P Sy [ . P, %, - B Pege 2 < -
ing $hie problem, Sellef hos besu stropgithensd by Jlscusslions wme
e e % Sy Seam TNE ez - o i o B T =2 5 o

have kad with he Dishursling UITicer 2% Bome, who pepently in-

£ ® a2 P £ 55 0 E s g en im ey s B iy PCOr g camie 'l S G ot g S on st &
Torned us $halt offehors prosurssent conbtrachs ronld e agended o

“ihe Unlbted Ztates Jevelnment relolns the onblon of

s o £ - i 1T e e 5 oo B
paging bthe azount spselfiss Lo ihis
in 3

3

af Umited Ziaten dole

isps, whan these 1irs are dorived from apeolsl agrose .
anbs betwesn the b¥g sovermmambe and oarsarked fop this
. Zo 27

I N Wl S S & 2 [ P B By 5T T e o b g o
s zgread Bhat i the Unlted Statos Governe

s

ercise this opbion the lire somounl poye
akle shall s the lire squlvalsut of the dollar asount
sas, calculated at ihe effseiive 40llap/lire comversion
rate for V.l, Tressury ehetks oiTarsed Ly fhe oo
tractor's Tank on the dpie of bthe peryment order,”
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Gur resmt sxepisstiosn of certalm aspects of the olishore proe
surspent progrel lo Thaly disclosed the follewing wabter which we
gouid like %o 8zll to your atbentiae,

Yuder ssisblished procsdurs, payaoads o Italisn comirectors
by the Unlited Stsbes Uovernmend for delliveriss of ailitary ands
items produced wnder bhe offghers proturement progran apre msde Ly
transmitting delilar ohoous to the contrastors? commercisl hauke.
in sosordance with ths TAfty poreent Porsigs oxghange aystes In
Itely, FAfGy pepoent of the dollsrs deposited in the conbrsctors?
anie iz given bo fhe Offisis Iltallsanc del Casblo and thas con-
treciore are sraedibed with the lire equlivalent; on $the basis of
aboub 621 1irs to bbe dellar, Tho remelnling 237
ayailable o suthoriszed itsllian lmporisrs and Lo counlrasicors aro
eradited with he lire sculivalent, compubsd on tne baels of aboub

£25 lire bto the doliar.
£
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ars coapubed on & baglie ghilch ingludes the szchangy ¢harpes sade
i i

In osmmmmpy 1597, the Unlied Stetes resched an agresment itk
the Itsllarn doverpesat for the sstablisbwent of an sguiteble rate
of szehange. Lo & pesorsadiss for the Itallawn Hinister of the
Tressury, bthe Uniled Shabes Enbaussy sitaledt

" panhall of the Unibed States Covermment, toe
Y 22 Trepsury Bsprosontabive polnbed oul during the
coures of these conversallions and exebange of views timkb
the Unlbed Zistes Covernment demslders that ke fifty
{50} sercent forelipn sxshuage sysbem, applyisg $to Top-
sion brode treamashicas, providss & sulbiple rals siruo-
sure which diserininctes against Unlited Jiates Sovern.
ment gxpanilibures, loeludlss disbursssents of nilitavy
and civilise perpamnel, &5 mell az Spericen ciltlzens




ANCLASSFED

wndertaiting doliay Eﬁaagaaﬁiﬁ%%ﬁ muth s repittences
other bhow fhose relatling o foralizs Lraiga The
United States Goverament, Thowefora, is pleased Lo know
that the Llialiam %ﬁ%aﬁﬁﬁ%ﬁﬁ sppreciates %ﬁi goesirablillity
of grenting & muye *é&%@“iiﬁ ?@%% of sxgnsngs 2 the &2t~
sporles of oxpendlibures dossribed in %“iw DEFBIPALD

ir seaoepiawcs ¥its I Eﬁﬁﬁ@ seresgant Lhe paznent of onpe
@?agzg sntersd 3 e batwacn mited Stabes Coversment snd Iiale
5 aonbhractare wnlgs ars st —?a z ire arg alffeetsd by %Es
ﬂ&&b& “itates Diebursing O sponanging dellars for 1ive at
bs rats of 825 lire $o bhe dellsr. 1In the cspe BLAF &7 shors
gogtracts, 1@%&%?; the comirsctor ohiains, im affect, & yate of
sXenange syeroping euly aboui £33 lirs to igd éollar, thus tsomdlag
to inereass %ae g?i&@ o the Uniled Siates,
&igi&# 3% shemld e nebed bhet the fowr 1lles dedvoisd on
sueh %ﬁﬁk stions b5y boe Casd ia, 85 Instrusen t-li%g of the Itsilua

ué?%?ﬁ&ﬁ“%, “%g?“%ﬁﬁia ingtme Lo the Itsllen Covarmment and muy oo
sonbrary Lo the "nenrelll” provisiem of %hy offghors procuresnsnt
bilabteral sprussent petwesn the g goverunents of idsly &ﬁﬁ the
Unlbed SEabes.

1 view of the fuch that subetanblal sups may be luvolved in

Bhis %?ﬁﬁaﬁwv %ifgﬂFﬁﬁéiﬁi on payments made and bo be aude su off-
#ngre profsursment ﬁﬁﬁ?ﬁﬁﬁﬁ, Be would a;;?aga&%% your cdgments an

L@ fﬁfﬁziﬂaw&l$%& a‘ aﬁﬁﬁ”~$ ine negobtiations to extend to
LA&¥ & 7 € ?m%%& a8 ore apoplisd on &ll
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Bome, Italy,
. UBCLAERIPIED June 20, 1¥E5
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Pmbassy ban csrefully coneldered your lebiasr o the Aubsag~

£

sador Gabed Eareh 15, 1355, regsrding csrbdals eharges applisd st

the tise UL dedlar poysments oo (ffshare Fresursipent conirecis ars
cemvartsd ire,
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with rogard $o the applientlillty of the szroemenbs with the
Trullan Duvepspent dated Jamuary I8, 1067 snd pril 15, 1948 e
Lthe gxchangs rete governiss Unlited Statess Jovornment expenditurss
In ltady, bthe Izbassy 4o0% ndt belleve that he copversicn of d4ul~
sy paymends on Offzhers Procuresent condraets into lire fall nge
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Agr thoge axohings rebs: ssresments. 311 offehops Proouresent
centreots let luo ltaly to debe have been dencnizadsd in 40llars,

. tras binclns the Unlisd Sietes Govurasment fo 2 conbtrachtusl obllsge
tion Yo pay the conbrsebor ia dollarg. cowever, undsr Itelise for-
#ion sEoéhange oonirsd repulsbions these dollsy paymeads ars not

- agtually sent o the combractor tub o & Lank deplizsabed by hizm.

- Thug, rayseob $o the conlrachor®s benk in the anms of the ognw
bracier [ulfillz 2 conbessbusl ol re labbzr, 2and the
b ireseabs of It 3 niiong nerely goversn
the medis of Daygen ion of deliars inke
Lipe, wipick i eff bank snd on whish
sransaction gsprdsiz dg on behall of the
renirnoier and not © a8 uovernsent. Iian

&

thle comnsctlon, it should =l & od & the ceneplnation of
C5F gontracis in dollsrs ban boen sade g behosd of tha

dnited ltateg (overmment. & GonLra suald e sblpuleted in
ivher Lire or dollare, pye 2F baose conbPacis dencmimsied in
dellars have sllowsd Tor the additlomal sharsss Lo bve vorns by the
coniracter in comverting his Jdellere into lirs.
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ASSIFIED
You have glao stabed fhet the popblon of Lhs oharnes spplicd
in comvertlay 4fshers Progurenant dollsr payments iade 1lire which
aseruss ¢ ke italliap Coverzsent Feprosents aoere o ihe lkelisn
Soveroment and say s be ln vislatlen of the "po profiy” slause
ot the bllabersl sureswent on W0shore Frooureoment. The Imbassy
does ot feel fisb 1% has palTiolant svidspce on which Lo bage &
tlals gzalinet s lialisn Joveromond for relipburesment vader thls

23

P T & s d o s g LY " - N i, 1 B
elsusa, it sould feen worsallsiic o wndcaver Lo prove thad s
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pESrit moorue: o the Idallizn Dovepremendt on e ze transaetions
«f tiis nabturs whish fhe Iialian Uoverroment oz 1 sonsider as
: LEAEve Staroe o « gervice tnet 1% pepfor for Italinn
enbs whe are rocelvins foreliss exelanse paynents for sxporia.
Fhe Ugited steles Sovsrpsent speliss s siallar charse oo reld
Yrensatticas,

In wiew of the fovegolng, it 1z the Pgbossy’s comglusion thad
the eharges o comversien of Lifghore Frocuremsni dollsr pusyzauds

. re zre #eh in viclaticn of any oxistlns sprecsents Lotusan
the Mnitsd Siabes and liellso Sovornsenta.

Toank you Tor wrisglng your viewrs oo this seiisr Lo sur
sbientian,.

Tgurs yory Trely,
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