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No. 3537. AGREEMENT1 BETWEEN THE GOVERNMENT
OF PAKISTAN AND THE GOVERNMENT OF THE
UNITED STATES OF AMERICA ON UNITED STATES
AID UNDER CHAPTER 3—DEFENSE SUPPORT—OF
TITLE I IN THE MUTUAL SECURITY ACT OF 1954.
SIGNED AT KARACHI, ON 11 JANUARY 1955

The Governmentof the United Statesof Americaand the Governmentof
Pakistan,

In order to contributefurther to the developmentof Pakistan’scapacity
to maintain its independenceand security, in a mannerwhich will assistthe
people of Pakistanin strengtheningthe economyof their country as a sound
basis for a strong democraticsociety,and

In order to provide the basis upon which the Governmentof the United
Statesis preparedto extenddefensesupport assistanceto the Governmentof
Pakistan,

Have agreedas follows

Article I

The Governmentof the United Stateswill, subject to the requirements
andconditionsof any applicableUnited Stateslegislationandto the availability
of funds for this purpose,furnish to the Governmentof Pakistansuchcommodi-
ties, servicesor suchotherassistanceas may be requestedby it andauthorized
by the Governmentof the United States. The two Governmentswill, from
time to time and as necessary,negotiate detailed arrangementsto carry out
the provisionsof this Agreement.

Article II

For theperiodendingJune30, 1955,the Governmentof the UnitedStates
is preparedto allocateabout Sixty Million Dollars ($60,000,000)for the fur-
nishing of assistanceunderthis Agreement,providedthat the two Governments
agreeon the contentof such a programin time to obligate suchfunds within
the periodsduringwhich they will be legally availablefor this purpose. Future
allocations of funds by the United Statesfor assistancerequestedby Pakistan
may be madein accordancewith this Agreementandsubjectto theavailability

1 Cameinto force on 11 January1955, upon signature,in accordancewith article VIII.
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of funds for this purpose;the Governmentof the United Stateswill notify
the Governmentof Pakistanof any such allocations. The two Governments
will cooperateto assurethat any procurementunder this program will be
carriedoutat reasonablepricesand on reasonableterms,andin order to achieve
the greatestbenefit from the assistancewill agreeon terms and conditionsfor
the distribution and use within Pakistanof items and serviceswhich may be
madeavailableunder this Agreement.

Article III

A. In order to assuremaximum benefits to the peopleof Pakistanfrom
assistancefurnished under this Agreement, the Governmentof Pakistan will
continueto use its best endeavors

1. To assureefficient use of all resourcesavailable to it and to promotethe
economicdevelopmentof Pakistanon a soundbasis;

2. To assurethat the commoditiesand servicesobtainedunder this Agreement
are usedexclusivelyfor the purposesfor which furnished;

3. To foster and maintain the stability of its currencyand confidencein its
economiccondition; and

4. To takemeasuresinsofaraspracticable,andto cooperatewith other coun-
tries, to reducebarriers to international tradeand to prevent,on the part
of privateor public enterprises,businesspracticesor businessarrangements
which restrain competition or limit accessto markets, whenever such
practiceshinder domesticor internationaltrade.

B. The Governmentof Pakistanwill:

1. Join in promoting internationalunderstandingand good will, and main-
taining world peace;

2. Take such action as may be mutually agreedupon to eliminate causesof
internationaltension;

3. Make, consistentwith its political andeconomicstability, the full contribu-
tion permittedby its manpower,resources,facilities and general economic
conditionto the developmentandmaintenanceof its own defensivestrength
andthe defensivestrengthof the free world;

4. Take all reasonablemeasureswhich may be neededto developits defense
capacities;and

5. Take appropriatestepsto insurethe effective utilization of any assistance
provided by the United States in furtheranceof the purposesof such
assistance.
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Article IV

The provisionsof this Article shallapply with respectto assistancewhich
may be furnished by the Governmentof the United Statesof America on a
grant basis

1. The Governmentof Pakistanwill establishin its own namea Special
Account (referred to below as the “ SpecialAccount“) in the State Bank of
Pakistan. The Governmentof Pakistanwill depositin this account amounts
of local currencyat least equivalentto the dollar cost to the Governmentof
the United Statesof all commodities,services,and other assistancefurnished
pursuantto this Agreement. It is understoodthat suchdepositsby the Govern-
ment of Pakistanshallbe madenot later than forty (40) days after notification
hasbeengivento the Governmentof Pakistanby the Governmentof the United
Statesthat therehas been disbursementof funds for commoditiesor services
furnishedto the Governmentof Pakistanpursuantto this Agreement,except
that with regardto the disbursementof funds for goodsnot intendedfor sale
the Governmentof the United Statesmay deferthedateof depositof equivalent
local currencybeyondthe specified forty days.

2. It is understood,further, that in the event that thereare any sums
accruing to the Governmentof Pakistan,or to any of the Statesor Provinces
of Pakistan from the sale of any commodities, services,or other assistance
supplied under this Agreement,or otherwiseaccruing to the Governmentof
Pakistanor the Statesor Provincesof Pakistanas a result of the import of such
commoditiesor services,then the amountsdepositedin the SpecialAccount
shallnot be lessthan the total of any suchsalesproceeds,provided, however,
that computationsof and adjustmentson such salesproceedsshall be made
every six months. Representativesof the two Governmentswill promptly
agreeupon necessaryreasonableaccountingproceduresfor arriving at aggregate
accrualsfor the purposesof this paragraph. It is understood,further, that
the sumsaccruingfrom any suchsaleshall include import dutiesimposedand
collectedby any agencyof the Governmentof Pakistanor any of its constituent
states. The Governmentof Pakistanmay at any time makeadvancedeposits
into the SpecialAccount.

3. The rate of exchangeto be used for the purposeof computingthe
rupee equivalent to be depositedunder paragraph1 of this Article, shall be
the par value at the time of notification for the Pakistanrupee agreedwith
the International Monetary Fund, provided that this par value is the single
rate then applicableto the purchaseof dollars for commercial transactionsin
Pakistan. If thereis no agreedpar valueor if thereare two or more effective
ratesthatarenotunlawful for the purchaseof dollarsfor commercialtransactions
the particular ratesused shall be thoseeffective rates(including the amount
of any exchangetax, surcharge,bonus, or value of any exchangecertificate)
which, at the time of deposit, are applicableto the purchaseof other dollars
for similar imports.
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4. Drawingsupon the SpecialAccountshallbe madeby mutual consent.
Such drawings will be madefor programsin furtheranceof the objectivesof
this Agreement,as may be from time to time agreedbetweenthe two Govern-
ments. The Governmentof Pakistanwill makeavailable to the Government
of the United Statessuchamounts(but not to exceedfive percent)of the deposits
madeinto the SpecialAccountas may be requestedfrom time to time by the
Governmentof the UnitedStatesfor anyof itsexpendituresinPakistan,including
its administrative and operatingexpendituresin Pakistanin connectionwith
any assistancesuppliedby the Governmentof the United Statesto the Govern-
ment of Pakistanunderthis Agreement. Any unencumberedbalanceof funds
which may remainin theSpecialAccountupon terminationof assistanceunder
this Agreementshallbe disposedof as may be agreedbetweenthe two Govern-
ments.

Article V

1. Any assistancefurnishedunder this Agreementon a loan baslsshall
be madeavailable subject to the terms of separateagreementsto be arranged
betweenthe Governmentof PakistanandtheExport-ImportBankof Washington,
an agencyof the United States.

2. In the period ending June 30, 1955, it is agreedthat of the amount
referredto in Article II about Twenty Million Dollars ($20,000,000)shall be
made available on loan terms for the development of Pakistan’s economic
strength.

Article VI

The Governmentof Pakistanwill receivepersonsdesignatedby the Govern-
ment of the United Statesto dischargethe responsibilitiesof the latter Govern-
ment underthis Agreementandwill permit continuousobservationand review
by such personsof programsof assistanceunder this Agreement, including
the utilization of any such assistance. The Governmentof Pakistan will
cooperatein facilitating the dischargeof theseresponsibilitiesby suchpersons,
andwill providethe United Stateswith full and completeinformation relating
to programsunderthis Agreement,including statementson theuseof assistance
received. Upon appropriatenotification by the Governmentof the United
States,the Governmentof Pakistanwill accordsuchpersonsandaccompanying
membersof their families, except as may otherwisebe mutually agreed,the
privileges and immunities specifiedin paragraphs4 and 5 of the 1954 Supple-
mentaryProgramAgreementfor Technical Cooperationand EconomicAssist-
ancebetweenthe two Governments,signed at Karachion December28, l953.~

1 United Nations,Treaty Series,Vol. 222, p. 410.
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Article VII

The Governmentof Pakistanwill so deposit,segregateor assuretitle to
all funds allocated to or derived from any program of assistanceundertaken
by the Governmentof the United Statesso that such funds shall not, except
as may otherwisebe mutually agreed,be subject to garnishment,attachment,
seizureor other legalprocessby any person,firm, agency,corporation,organiza-
tion or government.

The Governmentof Pakistanwill permit and give full publicity to the
objectivesand progressof the program under this Agreementand will make
public eachquarterfull statementsof operationsunderit, including information
as to the use of funds, commoditiesand servicesmade available under the
Agreement.

Article VIII

1. This Agreementshallenterinto force upon signatureand shall remain
in force until ninety days after the receipt by either Governmentof written
notice of the intention of the other Governmentto terminate it, except that
arrangementsfor repaymentof loans pursuantto Article V shall remain in
force on their own terms.

2. The two Governmentswill consultat any time at the requestof either
of them on any matter relatingto the applicationor amendmentof this Agree-
ment.

3. This Agreementis complementaryto existing agreementsbetweenthe
two Governmentsand is not intendedto supersedeor modify them.

DONE at Karachi in duplicatein the English language,this 11th day of
January,1955.

For the Government For the Government
of the UnitedStatesof America : of Pakistan

HoraceA. HILDRETH MOHAMAD ALl

Ambassadorof the Minister for Financeand
United Statesof America EconomicAffairs

in Pakistan
[SEALI [SEALI
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