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No. 3733. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT’ BETWEEN THE UNITED STATES OF
AMERICA AND THE REPUBLIC OF THE PHILIP-
PINES RELATING TO MILITARY AND ECONOMIC
ASSISTANCE. MANILA, 27 APRIL 1955

I

The AmericanAmbassadorto thePhilippine Secretaryof ForeignAffairs

AMERICAN EMBASSY

No. 1295
Manila, Philippines, April 27, 1955

Excellency

I havethehonorto referto the conversationswhichhaverecentlytakenplace
betweenour two Governmentsconcerningthe furnishing by my Government,sub-
ject to thetermsandconditionsprescribedby law, to theGovernmentof the Repub-
lic of the Philippinesof financial assistanceto theextentof$9,500,000,to promote
themutual defenseandeconomicobjectivesof our two Governments,in connection
with certain facilities required by the Armed Forces of the Philippines and in
furtheranceof the Joint Philippine American Economic DevelopmentProgram,
andto confirm the understandingsreachedas a result of theseconversations,as
follows:

1. TheGovernmentof theRepublicof thePhilippinesagreesto accomplish:(1) such
constructionof facilities in connectionwith the trainingof an infantry division; (2) such
constructionof necessaryimprovementsandfacilitiesin BasaAir Base; and(3) suchother
military constructionprojectsasmaybejointly decideduponby theSecretaryof National
Defenseof the Republicof the Philippines andthe Chief Advisor, Joint United States
Military AdvisoryGroupto theRepublicof thePhilippines.Fundsfor theimplementation
of theprojects so decideduponwill be madeavailableby theChiefAdvisor, JointUnited
StatesMilitary Advisory Group. The Philippine Governmentagreesto provide suitable
real property,it beingunderstoodthat facilities to beprovidedunderthis agreementmay
be placed only on such real property to which the Philippine Governmenthasclear
title oracourtorderof acourtof competentjurisdictionin condemnationorexpropriation
proceedingsauthorizingthePhilippine Governmentto enterinto andusetheland,andis
so certified by the Secretaryof NationalDefenseof the Republicof the Philippines.
Memorandaof agreementas to projectsmutually agreeduponshall be maintainedby the

I Cameinto force on 27 April 1955 by the exchangeof the said notes.
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Office of the Secretaryof National Defenseof the Republic of the Philippines andby
the Joint United StatesMilitary Advisory Group.

2. Shouldit appearadvantageousto theexpeditionsaccomplishmentof theprojects
referredto above,the Chief Advisor, JointUnited StatesMilitary Advisory Group, may,
at his discretion,authorizethe transferof dollar fundsmadeavailablepursuantto this
Agreementto the United States Departmentof Defensefor purchaseof thoseitems
requiredfor suchprojectswhichcanbestbeprocuredfrom UnitedStatesmilitary stocks.
The Chief Advisor may also, at his discretion,authorizethe import, utilizing asappro-
priate the pesosmade available underthis Agreementthrough normal CentralBank
procedures,for suchotheritemswhich arenot economicallyprocurablein termsof price
and quality within the Philippines. Locally producedmaterials,however,shall be used
whereversuchmaterialsareof satisfactoryquality andareavailableat reasonable,com-
parableprices.

3. The PhilippineGovernmentagreesthat pesofundsmadeavailablefrom time to
time by theChiefAdvisor, JointUnitedStatesMilitary AdvisoryGroup, will bedeposited
in a specialaccountof the Armed Forcesof thePhilippinesat a bankto be selectedby
the PhilippineGovernment.Suchfundsshall be usedsolelyasdirectedby theSecretary
of NationalDefenseof the Republicof the Philippinesfor projectsasmutually agreed
uponin writing with the Chief Advisor, Joint United StatesMilitary Advisory Group.

4. The portion of the$ 9,500,000fund not authorizedby the ChiefAdvisor, Joint
United StatesMilitary Advisory Group, for the importation of constructionmaterials
or equipmentfrom UnitedStatesmilitary stocks,shall beallocatedfor essentialindustrial
imports as describedin SupplementaryAgreementNo. 1, datedJanuary23, 1955, to
CounterpartProjectNo. 32 betweenthePhilippineCouncil for UnitedStatesAid andthe
United Statesof America OperationsMission to the Philippines’ or for other imports
assubsequentlyagreedupon betweenthe two Governments. If allocationsfor other
imports aremadeor if the two Governmentssubsequentlyagreeto theallocationfor the
direct purchaseof pesosas required,the Philippine Government,throughits agentthe
CentralBank, agreesto reservetheequivalentamountof dollars for the import of essen-
tial industrialequipmentasdescribedabove.

5. Pesoreceiptsarising from the imports financedfrom this portion of the dollar
fund shall be depositedto the CounterpartFund-SpecialAccount asestablishedin the
Economicand Technical CooperationAgreementbetweenthe two Governmentsdated
April 27, 1951 2 Upon the requestof theJoint United StatesMilitary Advisory Group,
ninety-five percentof thesedepositsshall be releasedto it solely to satisfy the require-
inentsof theChief Advisorfor pesofunçls to be usedfor purposescoveredin this Agree-
ment. Theuseof anypesosgeneratedpursuantto this Agreementwhicharenot required

‘ Not printed by the Departmentof Stateof the United Statesof America.
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for thepurposesof this Agreementshall besubjectto the joint determinationof the two
Governments.

6. The Governmer~tof theRepublicof thePhilippinesshall permit theunrestricted
entry, andshall exemptfrom all dutiesandall taxes,suchproducts,property,materials,
servicesand/or equipmentas requiredto be imported for the constructionof military
facilitiespursuantto this Agreement,whethersuchimportationis effectedeitherdirectly
by thePhilippine Governmentand/ortheGovernmentof theUnited Statesor indirectly
by privatepersonsor firms undercontractwith the PhilippineGovernmentfor construc-
tion of saidmilitary facilities. ThePhilippine Governmentagreesthatno internaltaxes
of anykind or description,exceptincometaxes,shall be levied on any materials,equip-
ment, suppliesand/orserviceswhichmayby purchasedor otherwiseacquiredin connec-
tion with the terms of this Agreementon an approvedprojectas referred to herein,
whichmaterials,equipment,suppliesand/orservicesarerequiredsolelyfor suchprojects.

7. The Philippine Governmentagreesthat suchrecordsand dataas areor may
be requestedby theChief Advisor, Joint United StatesMilitary Advisory Group, for the
purposeof ensuringto his satisfactionthat the funds madeavailable by the United
StatesGovernmenthavebeenproperlyutilized for the projectsor other authorizedpur-
posesreferredto herein,shallbemadeavailableto him or to his designatedrepresentative
by thePhilippine agenciesconcernedwith suchfunds.

I havethe honorto proposethat, if theseundertakingsareacceptableto your
Government,this note andYour Excellency’sreply will constitute an Agreement
betweenour two Governmentsgoverningthejoint undertakingoutlinedin this note
whichmaybe terminatedby mutual agreementuponthirty days’ notice in writing.

Accept,Excellency, therenewedassurancesof my highestconsideration.

Homer FERGUSON
His Excellency Carlos P. Garcia
Secretaryof ForeignAffairs

of the Republicof the Philippines

II

ThePhilippineSecretaryof ForeignAffairs to theAmericanAmbassador

REPUBLIC OF THE PHILIPPINES

DEPARTMENT OF FOREIGN AFFAIRS
No. 1002

Manila, April 27, 1955
Excellency

I havethe honor to acknowledgethe receipt of Your Excellency’s Note
No. 1295 datedApril 27, 1955 whichreadsasfollows:

[Seenote I]
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I am pleasedto inform Your Excellencythat the terms and conditionsset
forth in your above-quotednote areacceptableto my Governmentandthat my
Governmentconsidersthe sametogetherwith this reply concurring theretoas
constituting an Agreement arrived at between our two Governmentson the
matter.

Accept,Excellency,therenewedassurancesof my highestconsideration.

CarlosP. GARCIA

His ExcellencyHomer Ferguson
AmericanAmbassador
Manila
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