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TITLE IV
4

Financial Provisions
.i

Section401

The Governmentof the United States,.in order to advance the economic

and social welfare.ofthe people of Micronesia-andin recognitionof the

specialrelationshipthat has existedand continuesto exist betweenthe

United States and Micronesia,__aqr_e_es_o__provideon-a_grantbasis.,.tothe

Governmentof Micrones jectto Congressionalap $ million

annuallyfor the first five years of this Compact,$ million annually

for the next five years; and $_____mill.ionannually for the next five years.

The partiesshall negotiatein good faith as to the amount,of such financial

assistancefor periods subsequent to the first fifteenyears after the

effectivedate of this Compact..These funds will be for use by the Govern-

ment of Micronesiafor programs and operationsof that Governmentor any

sub-divisienthereofas authorizedby the Governmentof Micronesia.

Section402

The-Governmentof the United States shall.make availableto the

Governmentof Micronesia in amounts to be agreed, funds to cover compensa-

tion.paid to land owners at fair market values for the purposesspecified

in Title III.

Section403

(a) The Governmentof the United States agrees to provide the Govern-

ment of Micronesia,without compensation,.theservicesof the U.S. Postal
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Service, U.S. Weather Service, and U.S. Federal Aviation Administration.

_he levels of such services shall be that extended to the Trust Territory

of the Pacific Islm_ds on the effective date of this Compact. The Govern-

ment of Micronesia shall make arrangements to provide for the use of land

necessary for such purposes at no cost to the U.S. Government.

(b) The Gover_nent of the United States and the Government of

Micronesia, from tin_ to time, may agree upon the extension of additional

federal programs and services to Micronesia. The cost of such additional

programs and services will be charged against the overall assistance figure

in Section 401.

(c) The Government of Micronesia may impose taxes or other levies

_pon the personnel or property related to the programs and services provided

by the United States in Micronesia pursuant to this Compact only as provided

in Annex C..

Section 404

(a) The GoverT_nt of the United States will contribute annually for

fifteen years on a grant basis, $ million to a Government of Micronesia

Capital Improvement Program Fund. This Fund will be used for public sector

investment in essential economic, social, and physical infrastructure.

(b) The Governn_._ntof the United States will also make available, to

the Government of Mic]_nesia, for allocation to District Governments,

financial assistance on a loan basis for economic development projects at

the district level at an annual amount of $ million for fifteen years,

subject to the terms of long-term low interest loan agreements between the

Government of the United States and the Government of Micronesia.

C)
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(c) The parties shall negotiatein good faith as to the amounts of

such economicassistance,as is provided for in this Section, for periods

subsequentto the first fifteenyears after the effectivedate of this

Compact.

Section405

.Theprovisionsof this Title will remain in effect for the duration

of this Compact, Sections401, 403(a) and 404 will be reviewed by the

Governmentof Micronesiaand the.Governmentof the United States at five

.year intervalsfrom the ef.fectivedate of this Compact taking into account

changingeconomic conditions,

b
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TITLE V

ApplicableLaws

Section 501

(a) The treatiesand internationalagreements applicableto the Trust

Territoryof the PacificIslandson the day precedingthe effectivedate of

this Compactshall.beapplicable to Micronesia,as well as the treatiesand

internationalagreementsmade applicableto Micronesiapursuant to

Section202 of this Compact..-

(b).Thestatuatorylaw of the United States applicableto the Trust

Territoryof the PacificIslandson the day precedingthe effectivedate of

this Compactshall ___e applicableto Micronesia except as otherwiseprovided

in this Compactor in other agreements betweenthe United States and Micronesia.

Section 502

(a) Treaties and internationalagreementsapplicableto Micronesiashall

have the force of internallaw in Micronesiawithout the need of implementing

legislationif they are self-executing,regardlessof whether such treaties

or internationalagreementsbecame or shall become applicableto Micronesia

prior to or after the effectivedate of this Compact. A treaty or international

agreementshall be presumed to be self-executing,if the United States has not

enacted implementinglegislationfor itself at the time'of its proclamationbyr •

the President.

(b) The Governmentof Micronesiawill enact whatever domesticlegislation

is appropriateor.requiredto enforceor implementthose treatiesand inter-

nationalagreementsapplicableto Micronesiapursuant to Section 501(a) of

this Compactwhich are not self,executing. The implementinglegislation

enacted by the United States shall, however, have the force of internal law
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in Micronesia pending the enactment of the Micronesian legislation provided

for in this sub-section.

(c) The Government of Micronesia will undertake to comply with and to

enforce faithfully the treaties, international agreements and laws set

forth in subsections (a) and (b) of this section.

Section 503

(a) The Government of Micronesia will adopt and enforce suchmeasures as

maybe necessary (I) to protect the personnel, property, installations, services,

programs, and official information maintained by the Government of the United

States in Bicronesia pursuant to this Compact, and (2) to ensure the effective

implementation of the services and programs provided by the Government of the

United States in Micronesia pursuant to this Compact. Such measures shall

include appropriate and adequate civil and criminal remedies against:

I. Fraud against the Government of the United States.

2. Theft, embezzlement, or destruction of property belonging to or

in the custody of the Government of the United States; or the

theft, and unauthorized use of official information of the

Government of the United States.

3. Interference with the operation of installations, programs, or

services maintained by the Government of the United States in

Micronesia pursuant £o this Compact.

(b) In the event the Government of Micronesia does not adopt and enforce

the measures required by sub-section (a) of this Section, the related programs

or services extended by the United States to Micronesia under Section 403 may

then be withheld, to the extent that the implementation or operation of such

programs or services thereby becomes impossible.
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(c) The Governmentof the United States may, with the approval of the

Governmentof Micronesia,provide investigativeand enforcementservices

to insure compliancewith the laws and regulationsrelatingto services and

programsextended to Micronesiaby theUnited States pursuantto this Compact.

Section 504

(a) Nothing in this Compactshall be construedas constitutinga submission

of the one party to the jurisdictionof the courts of the other.

(b) The Courts of Claim of either of the partiesshall not have jurisdiction

over any claimagainst either of the partiesgrowing out of or dependentupon

this Compact.

(c) The provisions.ofSection1346(b) and of Chapter171, Title 28,

United States Code shall not be applicabletoany claim arising in Micronesia.

Section 505

The Governmentsof Micronesiaand the United States will cooperatewith

each other in the pursuit,capture, imprisonment,and delivery to appropriate

authoritiesof fugitivesfrom justice who have fled from thejurisdiction of

one party to that of the other. The preciseterms of this mutual obligation

shall be subject to a separateagreementby the Governmentof Micronesiaand

the Governmentof the United States which shall come into force simultaneously

with this Compact.

Section 506

In the conductof"its activitiesin Micronesia,the Governmentof the

United Stateswill endeavor to protect the surroundingenvironmentfrom

permanentor irreparabledamage by adherenceto standardsno less restrictive

than those establishedby the United States law, except as otherwisemay be

agreed.
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TITLE VI

Trade and Commerce

Section601

The Governmentof Micronesiawill have the authorityto

establish,change or eliminate import duties and other regula-

tions, includinginternalcharges, laws and conditionsgoverning

the importationof and commerce in goods from outside of Micro-

nesia, subjectonly to compatibilitywith United States obli-

gations under Title I! of this Compact.

Section 602

-(a)The Governmentof the United States and the Government

of Micronesiawill each accord to products of the other party,

from whateverplace and.by whatever type of carrierarriving,

and to productsdestined for exportationto the territoriesof

such other Party, by whatever route and whatever type of carrier,

treatmentno less favorablethan that accorded like productsof,

.ordestined for exportationto, any foreign country, in all matters

relating to: (1) customsduties,as well as any other charges,

regulationsand formalitieslevied upon or in connectionwith

importationand exportation;and (2).internaltaxation,sale,

distribution,:storageand use. The same rule shall apply with

respectto the transferof payments.forimportsand exports.
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(b) Neither the Government of the United States nor the Government of

Micronesla shall impose restrictions or prohibitions on the importation of

any product of the other Party, or on the exportation of any product to the

territories of the other Party; unless the importation of the like product

of, or the exportation of the like product to, all foreign countries is

similarly restricted or prohibited.

Section 603

(a) In the exercise of its authority and responsibility under Section

201(a), the Government of the United States will apply to Micronesia and the

Government of Micronesis.will enforce appropriate international treaties,

agreements and Standards which relate to air and maritime conmmrce.

(b) The Government of the United States agrees to obtain consent of the

Government of Micronesia before granting any new authority to any United States

or foreign air carrier for international air conTnerceto or from Micronesia,

except for aircraft operated for or under the control of the Goverrmmnt of

the United States in connection with activities under Title III.

(c) The Government of Micronesia shall have the power to regulate domestic

air and maritime conmmrce between points wholly within the territory of Micronesia

to the extent that such r_,_gulationdoes not infringe on the treaties, agreements

and standards set forth in subsection (a) of this section and does not conflict

with appropriate regulatfons of the Federal Aviation Agency.

Section 604

The United States Government interposes no objection to having the .currency

of the United States continue to be the official .legal tender for Micronesia until

I
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such time as the Government of Micronesia acts to institute its own currency.

The terms and conditions of an appropriate currency transitional period shall

be as mutually agreed.

TITLE VII

Citizenship and Nationality

Section 701

Every citizen of'Micronesia who either is a citizen of the Trust Terri-

tory of the Pacific Islands on the day preceding the effective date of this

Compact, or who thereafter becomes a citizen of Micronesia by birth, and who

has not taken any affi_native step to preserve or acquire any foreign citizen-

ship or nationality, s_ll be a national but not a citizen of the United States

unless he is otherwise qualified for United States citizenship.

Section 702

Any persbn described in Section 701 who is a citizen or a national of

a foreign country shall cease to be a national of the United States within one

year after the effective date of this Compact, or within six months after

becoming 18 years of age, whichever comes later, unless he renounces that

foreign citizenship or r_tionality.

TITLE VIII

Immigration and Travel

Section 801

(a) The Government of Micronesia shall have the power to regulate inmli,

gration and entry of persons who are not citizens of Micronesia into Micronesia.

(b) Micronesian provisions applicable to entry and exit of United States

citizens to and from Micronesia shall not be more restrictive than the comparable

United States regulations governing those Micronesian citizens who are United

States nationals.
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(c) Citizens of Micronesiawho are United States nationalsshall be

free to enter, reside in or leave the United States at any time in accordance

with the laws of the United States. Citizensof Micronesiawho are not United

States nationalsshall be accorded treatmentas aliens for these purposes.

TITLE IX

I{epresentationand Consultation

Section901

The Governmentsof the United States and of Micronesiaagree to estab-

lish at the central seat of Governmentof Micronesiaand in Washington,D.C.,

respectively,official ResidentOffices for the purposeof maintainingclose

and regularconsultationson mattersof mutual interest to them. The privi-

leges and immunitiesrespectingthe Resident Officesshall be subject to a

separateagreement.

TITLES X

DisputeSettlement

Section lOOl

Disputes between the Governmentof Micronesia and the Governmentof the

United States which relate to the interpretationor applicationof the provi-

sions of this Compact shall be settled by negotiation.

TITLE XI

Amendmentand Change of Status

Section llOl

This Compactmay be amendedat any time by agreementof the parties.

Section 1102 _.

(a) This Compactmay be terminatedat any time by mutual consent of

the Governmentof Micronesiaand the Governmentof the United States.

(b) After the expirationof the first fifteenyears followingits
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entry into force it may also be terminatedunilaterallyby the Governmentof

the United States in accordancewith its constitutionalprocesses,or the

Governmentof Micronesiamay initiateterminationof this Compactby referring

the issue to the people of Micronesiaeligible to vote in any local or

generalelection as defined in the Constitutionof Micronesia. If two-thirds

or more of such voters shall favor termination,includinga two-thirdsmajority

in each of at least two-thirdsof the districtsof Micronesia,the Government

of Micronesiashall enact legislationcertifyingthe resultsof the vote on

this issue and terminatingthe Compacteffectiveon a date not earlier than

two years followingsuch enactment. The Act of the Government of Micronesia

and the terminationof the compactshall:.notbe applicableto any district

of Micronesiain which a majority of the voters have voted against termination.

(c) If terminationof this Compactis effected pursuant to Section

ll02(a),thai=terminationshall become effectiveon a date mutually agreed

by the parties. If terminationis effected pursuantto Section ll02(b)with-

out mutual consent, that terminationshall be effective not less than two

years from the date that the appropriatecriteria of the subsectionare

satisfied.

(d) During tileperiod of two years to the effectivedate of termina-

tion set forth under the provisionsof Sectionll02(b), any district in which

a majority of the voters has voted against terminationshall be given the

opportunityto negotiatewith the United States with respectto its future

politicalstatus. Upon the effectivedate of termination,if an agr::,i_,i_

has not been concludedwith respect to the future politicalstatus of any

such district,all relevantprovisionsof this Compact shall continue in
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full force and effect with respect to that district subjectto agreementof

the U.S. and that district upon an appropriatereductionin the level of

financialaid to be provided by the United States under Title IV. The Consti-

tution of Micronesia shall cease to apply to such districtupon the effective

date of terminationof the compact by the other districtsof Micronesia.

SectionIf03

The defense authorityof the United States over its military areas

and facilitiesand the use thereof in Micronesia,andthe rights of denial

set forth in Section 302, shall upon any terminationof this Compactremain

in force for no less than _years, or thereafteras extended by agreement.

To this end, these provisions,Sections 303 through305, and Annex B to this

Compactshall remain in force for such period.

TITLE XII

Approval of the Compact and EffectiveDate

Section 1201"

(a) The Compactwill be approvedby Micronesia,if a majority of

those voting in a referendumto be held in Micronesia,vote in favor of the

\ Compact. All personswho would be eligible to vote in electionsfor the

_ / Congressof Micronesia,if such electionswere held on the day the referendum
is conducted,shall be eligible to vote in the referendum. In determining

whether a majority has voted for or againstthe Compact, only the affirmative

_C and the negative votes shall be counted.

(b) This Compactwill be approved by the U.S. in accordancewith its

constitutionalprocesses.
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Section 1202

_he President of the United States shall issue a proclamation announcing

a date mutually acceptable to the United States Govenmrent and Micronesia at

which the Compact will come into effect, when he finds:

1. That the Compact has been approved as provided for in

Section 1201; and that

2. The people of Micronesia have adopted a Constitution pursuant

to Section 101 of the Compact; and that

3. The requirements of the United States for the use of land and

water areas set forth Jn Title III of this Compact have been satisfied; and

that

4. The Jurisdictional and extradition agreements set forth in

Sections 305 and 505, respectively, of the Compact have been concluded; and

that

5. The Trusteeship Agreement between the United States and the

Security Council of the United Nations for the fonTer Japanese Mandated Islands,

has been terminated or will terminate on the day on which the Compact becomes

effective.

Ot-¢ Q29
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_NN3_ C

In order to assure the maximum benefits to the people of _cronesia

from the assistance to be furnished in accordance with provisions of this

Compact :

(a) Any.supplies, materials, equipment or funds introduced into or

acquired in Micronesia by the Government of the United States of America,

or any contractor finmuced by that Government, for purposes of any program

or _:projectconducted hereunder shall, while such supplies, :materials, equip-

ment or funds are used in Micronesia in connection with such a program or

project, be exempt from any taxes imposed by the Government of Micronesia or

of any subdivisions thereof on ownership or use of property, and any other

such taxes, investment or deposit requirements and currency controls in

Micronesia, and the import, export, purchase, or use of any such supplies,

materials, equfpment or fi_udsin connection with such a program or project

shall be exempt from a_y Micronesian tariffs, customs duties, import and export

taxes, or taxes on purchase of property, and any other such taxe'sor similar

charges in Micronesia. No direct tax (whether in the nature of an income,

profits, .business tax or otherwise) shall be imposed by the Government of

Micronesia upon any contractor, not having a regular place of business in

Micronesia, who.is finazLcedby the Government of the United States of America

hereunder.

(b) All personnel, accredited to the service or program, except citi-

zens and permanent residents of Mi'cronesia,shall be exempt from income and

social security taxes levied under the laws of Micronesia with respect to

income which is paid from funds provided by the Government of the United

States or any agency thereof and upon which they are subject to the incon_

or social security tax laws of the United States of America or any other

5,0 ;



Governn_nt and i<romtaxes on the purchase, ownership, use or disposition

of personal movable property (including automobiles) intended for their

own use. Such personnel and members of their families shall receive the

same treatment with respect to the payment of customs and import and

export duties on personal effects, equipment and supplies imported into

Micronesia for their own use, and with respect to other duties and fees,

as is accorded by the Government of the United States to diplomatic personnel

of foreign countries resident inthe United States, subject only to the limi-

tation that continuous customs free entry shall be limited to personnel,

including their families, of comparable grade to the diplomatic personnel

accorded continuous customs free entry by the United States.

(c) All personnel (other than those referred to in paragraph (b) of

this Article) under ccntract with, or employed by public or private organi-

zations under eontract with, the Government of the United States of America,

or the government of Micronesia, or financed by the Government of the United

States of America, who, not being citizens of or normally resident in FLicronesia

are present in FLicronesiato perform work in connection herewith and whose

netrance into Micronesia has been approved by the Government of Micronesia

shall be exempt from income and social security taxes levied under the laws

of Micronesia with respect to income upon which they are obligated to pay income

or social security taxes to any other government.


