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SRS "1, As has been nrevious}.y reported the relationsnip .
- ¢, the US Army with (.6ilhas from the first been based om a eon~
. === tpactual -agreement originally reached between Dr, Schneldér and
.. .. General Sibert. This agreement was referred to in the Basie
" BUCOM Directive of 13 October 1948 (see Annex B - [T 3
“.© Prior to that time the substance of the agreement had not been
‘ reduced to writing. : -

oo 2, It is guite clear that we must renegotiate with
I Dr. Schnelder the basie agreement which will govern our imme-
v, diate as well as our-long range relationship, : Freliminary diz-
cussions between Dr. Schneider and o - ’ =1 hava taken
.-+ place. & . tentative draff byl -} was utilizea as the point
. of departure for such dlscussiohs, with the full undersianding
‘- " by Schneider that the points covered originated with {7 I3 .,and
- that discussions at th:l.s tiue are completely exploratory,

3. Schnelder concurs: without reservations with the agree-
ment as far as it goes, and suggested that twe other basiec polnts
. be included %o cover matters of interest o him personally and
as the responsible: lsader of the German organization. Those -
two points ‘in ‘substance are: -

(a) That at such time as & .financial expert from
the ‘American organization is placed with his staff and
an exact acecounting procedure is adopted, he, ns the senior
. member of the German organization, will retaln the pre-
rogative to expend a nominal monthly fes, L 71 for
1 oopy

example, &s payments to or in dafrayment of expenses of
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in‘contact on &’ oo
86 .expenses womlq . S

guad by him, in. CT
nt in Turthetanoe of .. .

onal.interestn;. S . :
S {b}"iThat the Us'menent‘agree; that from fungs ‘ R
allotted -£0, the ‘organization . bayments consistent with ) C
individual needs and- tig t of 1iving witr o paid on. R B
,aumdnthly-*bqs:t_s to:tha*'gependents.-‘*‘or agents .who have, T .

- 'boen killed or captured In the execution of missfons . A
‘-assigned - by-this Projegt, .. TS

.

" 4,.<-0n (a) above, I agsuredq pr, Schneider that 1f 14 . . \
~ developsa in.the future thet ap exact accounting brocedure should Y
‘be Instituted to cover the expenditure of funds originating
-with tha Americanuside, I"felt sure that JB0F reasonable ex-
..., benditures to which he =uou1d“1ndividually certify would bha -
SR completely’ accaptable to us; and, that the ¢ompensation pay-
R umweggs appear to be quite consistent’ with onr oM policy in such
T matters, . ’ D

~ 9. While thepe ig 0o urgency to the eonelusion of such
- 4n agreoment, a clear understanding of these points mst be
- .Teached to insure not only a smooth working relationship betwoen
. our-omn (G4} staff and the German staff, bit alse to provide
*~', the basis frop Washington's direction of-our own staff witp &0}
et "~ 6, The draft covering the points I have discussed with
‘.. " . Schneider 1ls attached, ~ If 1t appears to play rather heavily .
-7+ % 7 on the 1deological‘motivat_ion of this projeet, it is only because
cu " : this. aspect ig in fact a most vital factor. in our relationship
. . with the- Germans as well as in thet ture Telatlonship
~ with the German. Government, T will delay further dlscussiong
of this subject until Washingt :
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) 1. The. basﬂ.s for US-Gernan cooperation in th:l.s proiect': R

"1iesin the mutual convietion -of ‘the respective. parties that
Ainoreasing’ cooperatlon ‘batween a. freo and democratic’ Germany'
"“andthe -United; States within the ‘framework of ‘the:Western ™

‘Burcpean‘Union ‘and -the ‘Atlantic.Conmunity. 18 indiapensable
“for- thehsucoessrul sxecution of a’ polic rof’ pposit -on and
qp.’taiqngent "Conmunist Rugsia..

iThe - development ot a’ long 'range and effeativa in«- S
"‘telligenee organization’directed solely: agatnat Communist Bussia .
rand ‘her: satellite governments iz the broader purpose:. oi‘ US-Geruan
cooperation in the establishment o “thf.s\ project- , :

3. t i;s clearly reoognized ‘that’ menbera ot i;he Gernan
. -gtaff of ‘this project are acting first ‘and foremost as Geman
“pationals working -in the-interest-of. the German people in . W
~combatting Communism by:contributing their efforts.and aceu—=
“mulated- experience 113. the ﬁ,eld‘ £3. n.telligence against A
: Commu.nist’ Russia. v S TR L ST T

.o

P

. To prot'ect this basie premisa, it is agraed that undar
: no circumstances will any German member of this project bhe -
expected or permitfed to conduct ‘intelligence activities. against,
or report on, German actlvities in other than Soviet occcupied -
areas of Germany. The exceptlion to this will be with respect

to operations against German nationals .acting in the Interest

of a communist: power in affairs which threaten tha security ‘of
th:l.s project.

5. The eventual a.ccaptance and support of this projact
_by the German government 1s recognized as a prerequisite to
the continustion of this project beyond the time when US Occupa-
tional Forces terminate an actlve role in local German govern—
mental affatrs! Thus it is clearly recognized that the senlor -
U8 representative and the German Dirsctor, each acting in close
coordination with the other, will have %o make a positive effort
through channels avallable 'Eo him, to ensure that the acceptance
and support of this project by the German CGovernment is obtalned,

6. It is recognized that as the German Government is
streongthened and assumes a more independent role in internal
Cerman affalrs and as Germany assumes her position as a sovereign
state with reestablished normsl diplcomatic and trede relations
abroad, the working relationship of the US and Gerhan representa-
tilons in this project will have to be pericdically re-examined
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| and iodifiea to conform ts tre- situation
following specific relat{onship, will be:the basis of +
ng

.. ».-~ing . relationghip ‘batween the US’and German
oo ‘ pJgoig £ e b T : e

LR

elononts of the

rqelg?pt_a‘mi;shall erigingte with' the US repra~.

e

byl 11 alrection emenabine from the US side shall
be ‘passed directly from: the senior U$ representative to -
the German Di:cqctbr;f'?‘finfomationj reaching the German

L ‘. not. .{shpeci:;qg),l;;ﬁgu!:hqriged by the:German Director,

L el The-"reéi:uqnéiﬁiltity”for control, diraction and
. sAigelipline within the  German organization will rest COoli~

el plgte;[y, on the _Gg;'maq:. p:f.zector.‘ oL B

g, ms. personnel working with the Gorman. Organization
" 7 'will be-in an a_dvis'ory and Iiaison capacity..

' - 8 " All activities of this project in friendly or
‘neutral countries will be reported to the US staff in .
. detail -and under ‘complete US-'contJ:ol_. S o
. “f.. A1 connection with .the Intelligence Services of
friendly or neutral ecountries will recelve prior clearancs
‘and be under US control, ’

g. -Complete dété.ils of opérational activities will
be available to the US starr. o

h. - The US atarr will, through its connections in the

" intelligence field render maximum operational and technical
assistance to the 5arraan stafr,

i. In financial matters the closest cooperation wili .
be required. Datailed financial records will be maintained
on the disposition of ali funds provided by the US for the
iupport of the projeect. These records shall be available

°

the US senior representative or his désignated finaneinl
speclalist. - - ‘

J. Overhead expenses wilil, as soen as practicable, be
reduced to a detailed semi-annual or annusl budget,ry basis
with budgetary estimates submitted not less than tﬁree -

. months in advance, .
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k. All operations outside ‘of Gérma‘liarf‘fmﬁii as soen
t

as .practiceble, be reduced to a project basis with funds - .°
provided for each:project as approved .and ‘on the basis o
.-of ‘continuing review of operational detailsiand production.

S

..:_" 7. Both parties realize the success of this project must - -
“be based on an attitude,of complete trust.and ccoperation ‘and -
adherence in- 'spirit as well as in word to the terms- of ‘this. .
agreement. " Therefore,’ gach party will contimially review- the -
terms' of this agreement with 'a view toward immediately inttiat-
ing ‘discussions -pointing toward the modification.of the terms
or'-glij.g-. %Ereem*?n??ﬁhould new factors and - changing situations
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