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DRAFT LETTER ON TRANSITION:

In conjunction with the signing today of the Compact of Free Association

between the United States and Micronesia, I am authorized to confirm that

during the transition period before the Compact becomes effective the United

States will provide the Trust Territory of the Pacific Islands continuing

financial Support in the amounts and on the terms which follow.

United States financial support will be provided in two stages during the

transition period subject to the approval of the U.S. Congress:

a. Stage I will cover that period of time needed to approve the

Compact of Free Association be plebiscite and to draft and adopt by popular

referendum, a Constitution for Micronesia. It is expected that these

requirements Kill be met prior to the end of FY 1976.

b. Stage II of transition will commence at the beginning of the

first fiscal year following the end of Stage I and will end with the effec-

tive date of the Compact. During this period Micronesia will move toward

full internal self-government under its own constitution in prepration for

the termination of the Trusteeship Agreement. It is now expected that Stage II

will begin in FY 1977 and end in FY 1980.

In the event the Compact has not been approved by plebiscite by the

end of FY 197_, Stage I will be extended to the end of FY 1977. Stage II

would then be limited to three years (FY 1978, 79, and 80), or a shorter

period.

On this time basis the levels of annual funding for Government operations

and capital improvement programs to be provided the Trust Territory of the

Pacific Islands by the United States during the transition period are as

follows :
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Operations CIP Total

Stage I

FY 76 55 25 80

Stage II

FY 77 54 30* 84

FY 78 52 35 87

FY 79 50 20* 70

FY 80 45 15 60

* In the event Stage I is delayed to FY 1978, these figures will be

changed to $25 million.

The amounts shown in the preceding paragraph will be adjusted annually

to reflect changes in the value of the dollar as determined by the official

United States retail consumer price index (or the Guam retail price index).

The foregoing amounts cover all the present six administrative districts

of the Trust lerritory of the Pacific Islands. If during the transition

period the Mazianas District requests and the U.S. agrees to the separate

administration of that district, the annual level of agreed funding for

government operations and the capital improvement program would be adjusted

according to the attached schedule.

The United States will, in addition to the foregoing, subject also to the

approval of the Congress of the United States, contribute the sum of $

million to the Government of the Trust Territory of the Pacific Islands to

cover in part the costs of relocating the present Capital to the new site in

Micronesia to be chosen by the people of Micronesia. Over and above this

contribution, the U.S. will match on the basis of one U.S. dollar, for each

dollar made available by the Congress of Micronesia, up to a maximum of $

million, these matching funds to be used to cover the costs of relocation not

covered by the basic United States grant of $ million.

O331 O



United States Government's Contributions to the

Capital Improvement Program and its Support to Government

Operations of the Trust Territory of the Pacific Islands
less the Marianas District

(Millions of U.S. dollars)

OFERATIONS CIP TOTAL

Stage I

FY 76 48 22 70

Stage II

FY 77 47 26* 73

FY 78 46 30 76

FY 79 44 18" 62

FY 80 39 14 53

* In the event. Stage I is delayed to FY 1978 these figures will be changed
to $22 million
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PROPOSEDSCHEDULEOF U.S. ASSISTANCETO MICRONESIA
(Millionsof Constant1975 Dollars)

I. TRANSITIO_PERIOD (6 DISTRICTS)

FISCALYEARS CIP OPNS LOANS PROGS-_/ TOTALS

STAGE I

1975 20 55 l 8.5 84.5
1976 25 55 l 8.5 89.9

STAGE IIbJ

1977 30_/ 54 ' 1 8.5 ,9,3.5
1978 35 52 l 8.5 96.5
1979 20_/ 50 l 8.5 79.5
1980 15 45 l 8.5 69.5

II. POST-TRUSTEESHIPPERIOD (MARIANASEXCLUDED)_

FISCALYEARS CIP OPNS LOANS PROGS&/ TOTALS

1981-85 12.5 35 -5 2.5 55
1986-90 II 30 . 5 2.5 48.5
1991-95 9.5 25 5 _.5 42

III. POSSIBLERENEGOTIATIONPERIOD (MARIANASEXCLUDED)

FISCALYEARS CIP OPNS LOANS PROGS_/ TOTALS

1996-97 9.5 25 5 2.5 42
_._

IV. POSSIBLESECOND NEGOTIATIONSPERIOD M_RIANASEXCLUDED)

FISCALYEARS CIP OPNS LOANS PROGS_/ TOTALS

1998-2002 8 20 5 2.5 35.5
2003-07 6.5 15 5 2.5 29
2008-12 5 lO 5 2.5 22.5
2013-17 3.5 5 5 2.5 16
2018-22 2 - 5 2.5 9.5
2023-27 .5 - 5 2.5 8
2028..... _5 2.5 7.5

aJ Estimatedvalue includingC.A.P.Replacement
b/ Reducesto followingif'Marianasexcluded:
- 1977 26_/ 47 l 5.5 79.5_.

1978 30 46 l 5.5 82.5
,_, -1979 18d_/ 44 l 5.5 68.5

1980 14 39 l 5.5 59.5
cJ Adjusts to $25 million if Stage Ii delayed to 1978.
dJ Adjusts to $22 million if Stage II delayed to 1978. _)_'-0__
e_/ Estimated value.


