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interin basis, of
the operating eontrect far the Trust services. Ynder the
preseny contrasd, Fan An is, in effect, paid & £las fee por
mils cpersted whether or not & single passenger oy piesce of
mail is oarried on tie sclwdule, Acsordingly, there is ne
commercial incentive for Pan An t0 utilise 1ts sales fasili.

;
;
;

*The objectives in the contreot revision should be to
sscure » contraot, without risk of significsnt increase in
paymant te the earrier, wnder which tiw Trust wonld guaran~
te0 %0 the carrisr minimm reverme for & given schwduls



pattern (hbi-mekly service from Jsipan %o eseh Distriast Contsr),
The revenue should be designed to nset the garrier's bresk-even
mood for the proposed operations. The carrier should he paid
fwmmsoandmmmunmwmw
provided for the Trust but should receive no suarantes of
revees beyond those necessary for supperts of the minimum
pattarn, All revemms sbove the minimam sheuld be shared by
the Truat Territary and the carrisr under & system which s
desizned to provide maxisam incentive to the aarrier 0 ine
creass service, Thms, the csrrier cught to be allamd &
higher partiscipsticn in revenus for a (hrice-weekly service
than for a bi-wmekly ane. Tatertly, any such centrash would
require & hizh degree of adeinistrative experienes for com-
trol; 1% is belisved that tha prosent economic ensultants
may be adls to provide this capablility,®

Whmmmmtbmmnuumerﬁebut?mﬁm
Govermmsnt to the adove proposal. In his letter of Yareh 9, the Figh
Comsisaioner states the fallowing:

possible
schadules and service, wve vill be cdliged to anter into dis-
cuseions with Mea American on nscessary revisions, The ob-

Addy » ¥ have disoussed the mattar with both Mr, Resenthal
(the Mead of tha CAB team and the person who signed the Pedruary 21
letter), and the High Commissiorar,



48 & result,; v bave resshed the fallowing gonclusions:

1. The cbjective cutlined by ¥r, Rossnthal, md concurved in in principle
by the Trust Territory, is surely worthy of schievemsnt., The ais is,
aimply stated, to cbtain tetster and aore frequent air service in retarn
for & lasser expenditure of public mcnwy,

2. A decision ooncerning certain aspects of this matisr wmst be nade by
April 1 of this year, which is the dats under the current santrast on
which the Trust Territory Jovernment mst notify Pen Axeriess if 58 (the
Trust Territary) vanis to perpetusate the current contrsod for another
year, The current ceuirest, entared into only after receiving propesals
whish resultsd from & videsproed solicitation smong air carriears, is for
& basie five-year period expiring Juns 30, 1987, but subject to anrmal
remowals within had five year period, The coatrast year runs from
July 1 throuzh June 30. Vhatever hapoens in ibe meantie, ws would ned
exteand the five-yesr contract without resdvertising 1%,

3. In the usual situatian, we wnuld prefer rnod o entey in%o & new
eontrast for this kind of sepvios, or 10 agres to substantial amsndwants
to an existing eontrest, vithout cbitaining cogpetitin, (Awricsn is
but ono of meveral earrisre which have told us of their great interest
fn Trust Territary sir service.) That iz, ws would prefer to follow
sdr usual practioe of Lnwiting proposals all interested potential
ctatrsotaors, of evaluating thess proposals, and of eheasing the ow
wvhich affers the mest favorshle torms to the Gowrmmni. Yo do other-
wise i3 1Lmly %o subjost us $o & charpe of faveritism,

ke The Trust “erritery Oovernmsnd is not, &8 & mattar of law, bound
Yy the Foderal contrasting rulas, and sscordingly iV could, if
situation varrsated, negotiate with cm company only, ‘e

is & situstion in vhish sepetiation with Pan Americsn only, for o
nodifisd cms year extensiom, is warrented.

S. The subjest matter with which we are here dealing is exveedingly
complax, The task of drewing up an inviltation for proposals, ead
probably & proposed contrest, will require oxpert help, We will dmibt-
less have 4o ask the CAPR for assistance, In ordsr in fagt to sccord
potential sontrastors a dsosnd opportunity
meed t9 give & eonsideredls tine (I would tentatively say 60 days s
s mintmon, and prefersbly 90) te then to revisw the facts sad prepare
their + Additienally, becauss Pan American, slone smong
bidders, has (a) mlmdmﬁmmmhmd

which sye essential to the Trust Territory operation), soms few
months must bo gvailsble te permit the susoessful bidder
contrset is swsrded to him, to cowmnos astual opsrations,

6. In the clrewmtances, 1% would elearly be lwpassidla te invite
proposals looking toward a new air service sontrast camencing oa
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crzcmrlmimtammtmtmtumgh outlined in
Mr, Rossnthalls hm,mmmmmm. Clasrly if Pan
Amoriesn is o neiily the contrect sude s the Trust
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