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' FIRST WORKING SESIBION

'P. Tenorio: U.S. nationalstatus is b e to us.

• " go _k . .-. J. Wilson: in thelast sessionin our int C6mmunlquewe agreed that
• - .. • .- •.L:. .. -..... : " -" _.._-., .._ .. • . .

":" residentsof Marianaswould haguenationalityfor u.s;citizenj

- _. _ ship with provisionsfor some mechanismfor "national"option. :

• - ::_i .i- This_wasexamined in joint lawyersgroup in light of U.S. Imm/._.

• Nat laws..:.: '; - ' .•:... - :. :

P. Tenorio: Does u.s. have any preference_£1. _, :'__,_:-" - " _:

':_ J. Wilson: Best to have all one status but recognize•Marianaspreferences :

_: that individualsbe given choice. For convienceon U.S. Imm/i
• . -_ - -'. ::- . : i , _. , . . ,

-" • - " " : " " " i .... "'_ _ - " " " "' " -"':":".L_ •

" - '-_Nat laws V_eprefer.U.S. citizenship this is far easier for

_ ''m_l:" " "U" S" CounselSer_/iceabroad • ::Y "" " ' " m "

• • .

J. Cruz: What kind of pas'sportsare requiredfor nationals?

jl, Wilson:_ Same passport..• : '.. "

As farasincome-tax paper is:concerned,we are conceredmore

conceptuallyhere that with citizenship.

Not botheredby •the_dea that U.S. FederalIncomeTax would no__t_t

" applyto Marianas,but are interestedin MSC_havinglocal

- " internalrevenueprovisions,especiallyin regard to.local

self-sufficiency•We are interestedin a "responsible,tax

•.policy by the MSC. .•

We will be discussingthiswith our financialproposalsand the
• . -

U.S. conceptualapproach.

We are preparedto adopt•rebateof.FederalIncomeTax on non-

residentsof Marianasas part of U.S. federalassistanceto
. o .. ..

Marianasunder new arrangementWhich in militaryaspect is some
. . .

i $4 million_alone. _ ..
.... " i:'" .-........ -...
_ . . - ...._ . " •-., ;..... ._: .: . ._.. ., . . .:.... :_ - _. ; :_

: _•".... •:- "• --"_:-_"• ::"-_": _-:_'._;•--- • :.:-.-.::_;:,_-.--:::.--.:/;:_:i:;-•i.:::::::::;:.:,-•::_::_03__-;:-:__



• .• ...
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tl.S.Congresswill look carefullyat our proposals,so need to

look at your own proposals for self-sufficiency. We should
, .-. .

cont6astsituationherewith that of Guam 15 years from now - -
L . . ..._,

.. ... and provide.forsimilarity.- •.-.:....
" . .'" • .. .... -'" . - .- . . :, ,-,- .

. " Guam has its ownterritorial income tax that adopts the U.$....

" .-. .- federal•rate.: - .... - "_
' .... i-••_-,C-_-•-•:_-i._}_ '

• " If do'notwant full scale treatmentof U.S. fed tax in the -,

• ! Marianas at this stage-of deve.loPment. So, U.S. won'tinsist':-" _.

- ..... but we need something like Guamsystem at end of 15 years.-." --:_ ..i ...•.,

. Given conceptof self-sufficiency,we at the same time don't• " .....

.... want to create a concept of a "tax haven" here inMirianas, i:.-,

• " The U.S. Congresswould more likelyaccept favorabletax treat-

" ment for theMarianas at this time given the state of economic. . . .°.

- developmentat presenttime..• " : -

H. Willens: Could you discuss exactly what we should do in these areas so

as to convinceIRS that MSC wi_llundertakeits responsibility

for sel f-sufficiency.- ....

Would appreciatemore specifically. We haven'tundertakento --

dr'aft tax statute due to lack of expertise. Even if drafted, ' ..-

can't besure Marianaslegislaturewould adopt the tax measure

as drafted.

J. Wilson: The tax scheme is very technical and is a part of overall plan

for economicdevelopment. Draftingof a tax law would be part

of Phase I - consistent with •overall economic development
r"

pl anni ng. ..°
. . . - . .., • ° .-

• -, . _ ...=.-- .' "_." :..

-'- - " - " " - :" " " " "- -: " "L'"



To get our arrangement through the U.S. Congress, we need some

general principles binding on future GOMaliens. These would

-: • not have to be too specific,but some type of Progressiveincome

,E.:.:_ ' ; ; :""" ti el " economy nu r 0f:y s;:.... - -.,-. tax ed to'dev opmentof local over a mbe ear
,, . :---_.._,,-,:,-'.. ._ ...,:=C...._.I....... . . . . ._:_.., . : ,

_:-{i:!.iii_:!"-:.''_--:;:-.:i-_::'' We will have languageto suggest'.-" ' ..-,:.-..> " :: • - . ; <: . '.._.,T:-.. . ,-. .. . . . , ,... " ..-.- ..." ..... .
...... =c.':...- -.I".i-_.',""-..v- ---" . , _.._'::. ." ,._.",

" "" " ' t} uS '"'- -"_: - J. Cruz:-":_ What about Marianasabili to tax the . .,Tinianbase".":--'C:-i-:"_"
:- -.v.'..}._'-:.-'_- •...... > - " " "- '>,'""•

•"......'"....._'::"_'" :':- " ":".... " " " " _''" "" - ".... i 7'=
.. .,_-,,-._._..,concessions?.-,,..-...:..._>...:..:,,.... ..:.'.:....,....... ...... _..

" '"_: .......... " = " ':"-"'- _"' :.":-""::""."" " " -- "i',::!-:.:_
.- _:;_::":'.'.':..':..':-.*_.:-", .".,.__:.-- ...:..._.'=.= -:<.,.,:,..::".. ..... ,. ,.

- . .. J. Wilson N0rmal'_'-"_: ly,.don'tpermit taxationof U.S...]nstitution_"_but" . :"--.:i.;.I
" " ....... ' _ =-"_'"___ :"" - ' " " - " ' """ - "'"'.. .,..,I._Y":C:i"?.-
- '_:-: '_;:''i"'":_"_"Marianas ca"nhave excisetaxes on goods producedlocally.-"-II'*m: " I "" I"

•.,-.:.._.._...-_-._i,:,,...:-, _ -... "...... ".....":
' "i......'.... . Where a direct instrumentalityof U.S._Marianascan't tax buta" - ;

- " "_.....:":- "": base concessionis outsidethe conceptof a U.S. institution......--" . $ --" , •

. _:.:.-,-. , ....._.+..,'_'_":.- .-. - _,.." .:-".__ - , . -..'L,".".

-, " - - ':"i_,";Or you could tax income.earnedby the localCitizenswhorun- .
•_ .. ,, ;- _ , . , - - _-.,.,_ -_ . _ : ,_." ._ _ ._- ":. " .:" . •,., ." . .

•" the concessions,but not :on allthe inc6meproduced by the. -"'
- " ' . -'Z. ". _'" . ...-.._ . .. " '

concession itself,however. -. .- .......

Palacios: Goods for individualconsumption.shouldbe taxed. - ..

O. Wilson: We understandyour position,butthis is a benefitfor military

,. ., " service. ""
_. ..,

P, Tenorio: We are concernedabout how preventabuse.ofthe PX privileges,
''. . " .

:- i.e., localsbuying at PX. -.. _. i
, . . -

Di Smith:) To preventlocalsbuyingat basePX, wemust have cooperation. Smith:,)
of local law enforcement.-

J. Wilson:'. Don_t overlookfact that incomeearningby local employeesat

bases can be taxed locally.

D. Muna: - Can you tax civiliansWorkingat base?

J. Wilson:) Can tax civilianpersonnelworkingat base becausethey can't.•
D. Scott:)

.:/:-- buy at PX and their incomeearned is not coveredby sOldiers/" "

• " ilor x i. ... , :, : ..... .- " 7_.':"" "_" " - _ "'• " "_-: =-" "Sa s reliefact e emptingmilitarypersonnel.-.. _;....r..}.,.
• .'. - _. ' ",.'- -..

. . • . ¢

-..:i',.=.-i,•:::.M.__.:_--;7-,.-..-.,..-_,..3 -.-:-,-..-.:-. _- " ./_;:_.,-.--.:-....-..,.- "-:-,_,.,-_.
, ..., .... ._,;...,. ............. ._:_...-..,...:............
.- ° , .... . . "4



B.Manglona.: I would like to rote that civiliansat Guam OICC have commis-

.- sary privileges. . .,

d. Wilson: Not supposedto happen. ';:. 'ii_

"2.;_--;: ". AI Smii:h"-,'_':Thereis'an:exceptio,forth_Is-situation.":" -••Under'"_ hardshipor.

-,'-.-. ,,-,,.-_-s--.--.emergency,thebase commandercan make temporaryexemptions._ .

V. Pangelinan: If we can convince USG of a local progressive income tax,:...".. -.

-: 'will USG"still be suspicio-us as regards our Willingness to" -::-:

... -. - -.become,self-sufficient?;:"C-:.-": ...,,. ... . . - • •

"- J.-. W_.l.son: No reason to think so. USG is sympathetic to idea that U.S,

- --.-.._.:-;.... ,. territories in development stage have preferential treatment; .
- .., .

_" -:-': : i:..-;2==,-.HOwever,agreementto extend financialassistanceis condi-.:,..,

:cio_..ii',u":i,;'_t_i:ional:on-c0nvincing-the USG that everythingpossibleiS" "

•- bei.ngdone locallyto attainself-sufficiency. --
.,

H. Willens: Financial"assistance shouldn't be dependent on.development .: "

economybut rather should recognize•thatlocal government "

should have choice on how to develop, their own economy.

V. Panqelinan: If GOM •incometax eventuallybecomessimilarto U.S. income

tax, could this eliminate exemption of tax on bases?

-- J. Wilson." "-..-, : - .- : ..:.---.
-. . . •

J. Cruz: What about U.S. Civilians purchasing at PX's on U.S. bases

.-_n.lanan? - "- " ... " . .

J. Wilson"-. Is different because they are outside the U.S..
. .. :.

H. Will_ns" I think we will want a detailedJoint Communiqueto reflect

substantive progress we are making. I propose to start to '-;•

• begin to prepareJC now.

• • -.,._ .. . . .: .. ,.,---.
• . . .. .

.:.'_, Z'" • "" -z"_ _ "_"2"" _. ,;"-"" "'_ " . -'" "'" ,'': _' .: : " ". "" • ". .""_ ' '"'--'"_-" _'" ", "-

"-'" ".'" "-'_-.. ,Y':''.-".'t,-_ .-.--..'.-" ........ "- ..... :'. ..... .." , "'":'"-','-'-,.;., "" O_'_ 4 •



U.S. CUSTOMS/EXSTAXES

Palacios: Need abilityto protectlocal economy-- and to encourage

•. .industrialdevelopment. U.S. too faradvanced. This is the ..•,

..... ,_,-".... basis of our.paper. /.:.i?i.-:.i..._ ' ..-._-_"-:-

_. J. Wilson: This is not too•differentfrom Guam/Samoa. We should recog--...
•" . • . - • _ -." -.." . Q "..

• . .•.:,: -,•., nize problemOf taxationof Guam importswhich could result "
•, • .-, ]'_ . "_" .. •..... ,.LI. . ,,- .. , - ' . . _,_...:. ,.:-. = - .-"

" _" - " .i-/__.i. in customswar, Yet I noteyou can still taximportsvia •
.. , . } ..'7_"

•- "excise"r0tite.:_•....:"J ..-_.:... •_ •_....: .. • .-_-
. .,,. . .. - _.-..=:>.:_:._.'"..:., .-.- . • . . ., "- • ._.._.

P. Tenorio: If U.S. can give preferentia1-treatmentfor TTPI, why can't

i:_ U.S. givefor Marianas? ":;iL_-.wi" "_,

-H, Wiilens: Issue Of Customsis one of "even-handedness"among U.S,,..-: _.'&

•_ ....." -teri_itories...:.._.:• "- . •' "!,

" _J. Wilson: Yes. U.S."needsto keep a handle on this area due to technical•

• .. .. areas of GATT Z- dumpting,marking,etc.. ....." -: :i :i>".:.z_

H. Willens: I assume this is also the answer to our position#3in one.

paper. '

J. Wilson: Yes. You Could tax exportsto U.S. - no problemwith that
..

if you want to. However,your proposalfor a 75% limitation

on the determinationof foreignvalue for favorabletax treat-.
"" '• i Z" " • "" Z

ment of goods,importedinto-U.S..isa difficulty. We cannot ""

envisageU.S. Congressacceptingthis level.

E. Panqelinan: Can you shareyour views?

J. Wilson: Need only li_okat Guam, other territories.

H. Willens: The Commissionpoints out the need to encourageMarianasco

have more developedecononlyand attain "self-sufficiency"by

" . economy,industrialdevelopment. This 75% level would provide

...... such an in_otive for development.. ._ . .-- •_ -_.
:-- : .... _ " . 'T-..:-:- . .

. "_ ; - .

• . . . .. ,....

• _'" " " ;"" ." .: , 5_.I_ ...-...' .'.._'. .. "..: "" "-'.-:--C,':.;_'':'"

....:-- , " - - :



h

o.. ...

O. Wilson: Look at your specificproducts, we don't think that if

Congress would amend the law for all territories to use the
• . . . •.. • . .., ." •..

" -., 75% value approachthat we would have any difficulties. But"
-..-_.,... :;- " :" .._:. • _t..: ...:.... ._;.. - .'._..- _--"

'".-,. _ .-'. :.: • • _-_. they haven't-done so to date and this is whatwe must follow. '(:_;
- - 2.- .. , _, - " • .;: _ " _ ". : _" ?":-'-

--_" -" _ On your position,#5 we-have no problem. GATT shouldgrant .:

: ......: .- ;-'.::_it;:- " " ":,,-...-. '- : ",-.. - .'.',. -_ " .. :'."-.

" -"_- . .-:.-. On excise taces there is no problem;but, this would not be -,;

. • .i"-.-' :- "!- "-'_"_"_-'_......." : :_""':"" ; " :"' " ' "" ' " ":' '" ....
as a matter of right of the MarianasGovernment. Rather,as.; _..t

.. - .-,-: ..- .,..-.;
i

-..-...._ - " a matterof permissivenessdue to U.S. internationalobliga-.:-:-::

.... ..:-..:... tions respecting tax of certain foreign goods There would ,:.-
..;1.::::.:." • - . >-.'_-_;,,-..-...- .-.....

--:.........,.:. ; also be no tax of federalproperty ::-.

..-."" " ' On the MSC proposalon taxationof goods into U.S., the U.S. --

would make no distinction regarding U.S. excise taxes, but we...

would be'willingto rebatethem to the MarianasGovernmenta_:....."

we do On Guam. r"

l

• :, . ,¢ .

- .. . .: 6 ::._ , : .:...':- .. • ........
. : . . ..-_ . . ::: ..-:c" _.. _- ;.

"'-- .:. . . ..: _: ----.... ., . ._. _ ":--': ,:_.--.
-" " : ..... ';" : "_"_ " "-'-'_:" "-i'." "!"-'-.'-

..: . . . . .. : : -. . --. ,, -. -.. _ ;..._ _-: .::.-. ,_-"=-::. :_,,;_'.-:._.--.
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WORKINGSESSION- IV-3-2

H. Williams: The U.S. has no problemwith substanc_eof •incometax, customs

.i_ : and excise tax papers,•butShould considerfurther."-.L._;__....._..

i_-_'.):"i._i':"."_":_;._"i_'L 'i_iFuture"Gover'nmentof Marianasshouldbe considering-aprogres-"'.

..... sive":incOmetax"structureappropriateto development-_-/"i-_:". "

... : :.. circumstances..'i.--._:_:'_:-.._.. . .:...;.- .

" . As to cusi:oms.eXcisetaxes,v/ehave respondedpoint by point,....-:

--'. • " ' _. :-/,.-;- but _veai_so-_should consider further, i_:?-i:":/-,,"!!:;_"-: ";: i-...... : ;
- - • _"_ " '. ".... -'. "'" -" " ._ "" " :.i -. ':;. " . _, '

. " _'-..':_"_-.._:.:".. " Citizenshiphas been discussedat lawyers'workinglevel and "

• ... " .- have _entatively reached agreement with exception of a lead-..

....--..... in clause to 10S Ca) and p'rovisions of section {d). _ ....
m_ _

"- H. Marcuse: -I would like. to give:a brief review.- Section 10S (a) and its-
• • . • :-- - " 2-" : • " "

_. lead-in clause _s_des_gned to-takecare of those not wishing•

toCautomati_call_ become U'.S.citizens hut wish ratherU.S.

nationals. As revised, there is no particular problem, but

we desire further review.!

SectionI05 (d) is.recognizedas a new problemthat cannotbe

settledhere. Some provisionshave a chillingeffect on move-

::-.. .-. ment. That has constitutional.significance,Wemust .review
• . /" . .. ... .

this sectionin light of recent SupremeCourt dec.isions.

E. Panqelinan: Commissionwould like to review proposedtechnicalchanges

prior to making response.

H. Willens: Can we incorporate the new agreements in the income tax area,

and do we expect to return to customs and excise tax areas

duringthis session?

.-. _ _ .... ._ . -_...:_. ....

. " : " : - - ',' ' i, ' _:-'.'_ L--V-;"_" " .-_•••.._ _::_: ;i_ "• :':_-"C_ :-._



I _- As for Section 105 (d), can there be a continuing dialogueI

i duping this session,and can we have benefitof legal research

• ...... • . ,_T before end of session? ,- ..: .- ._. .:_ • ... ' -
""_ ' " ' " -.ii "- _-.."- -•. -:- - _. "".. , . ' .,'"

.;'. • H__ ': :: " Yes this is our intent .. _:.--._---. _--._._• .?.. Williams: , ........
i..:_> .'" ..,-" -!'."..','_ ....... . _ • .-' . " _. ,. -_.. _
'/-': .". - i.:,"::,C'::_:':5:!_-:....i;_- Wedo have some general remarks on your proposal on the ": '.. _-_;

• ..;, •._'-'_ " limitationbf.federal,authority•inthe Marianasand the -:: _i.
,..." . . • . o . . •

...".::',. :-. : . "'. .... - _ . -.. • _ . -.'.- -_ . ". .:_

:-._. L _ .i appliCability of Iaws to the Marianas. I would like to have -.._/-
. :'.. . - . -, .- ,.. -.. , -,. .. • . .- .

' . Mr. Wilson make this presentation..-..-•::,-.-.. _..-.i>.:-._. :...;.

, .-'::...._a.Wilson:-. (Presentation) ..--_..:._:-._..

' " '...." H. Willens:'_ I would like to note we have not suggestedall federallaws":•' i
: . L'." .. . ". " -.'.'. -. ''. ,, " _'•'..

-- _ " - ,. be studiedas you interpretParagraph3. But, we do want to-.:-
.. ... . , "..

: ...._ . study the effectof generalformulaapproach,i.e., laws now

: : appliedto Gu6m. :• " . .... '-

J____Lt]_: Still some problemwith studyingall the federallaws now

applicablein Guam. This is a very time consumingproposal

if you want to study them before they are appliedhere.

H. Williams: There is also a problemwith your suggestionon p.2, that the

problem of aPplical;ionof laws be resolvedbefore status agree-

ment signed.

H. Willens: Our change in view is to make sure there is no vacuum in .:>-

federal laws on changes of status; •this Would als? be in the.

interestsof USG. • :"' " " '::
L ._.

This is not like Guam/Puerto Rico where U.S. laws were already

appliedso we must deal with this issueand is why we must." ..

deal With a generalformulaapproachas we propose ..
.. .. ..

H. Williams: We have no problem with substance of your proposal but perhaps

• lawyerscan get togetherbeforewe leave Saipanto examine

• . ., . . . .! ..._:,.:::_." :-: ._. . :_-.. :-: _ __-_._--•- this further-. "-:_.- . _..-_.-."-_ "
• .•" , . . ": ...... ., ..'."__ __'" : . . " .. ".'" --.-.. ".._. ".._" "-- ..

"-. :-:- : ..;.... " : ! : . " ,::_ .... ".-'" _,._:'_'_:-,'_-_'-:.'_: "':;-:. " - -'•:-_•'-- :::;-:-"_':'-"'__,_

: : " - ".... : " ":. : - ........ "- "_::_" ::> __C_''.':':- -,"- :'._,' _':--=_'_:_:_-,_?tlEl_jli_'- "
..... . _ _Jl_,,,_._
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•. WORKINGSESSION- IV-3-2 \ -.
/

H. Williams: The U.S. has no problem with substance of income tax, customs

- and excise tax papers,but should considerfurther. .

Future Government of Marianas should be considering a progres-

sive income tax structureappropriateto development .._i
• .... -

rcums • _i./_-v : -

: . -.:,. As to customs.excisetaxes,we have respondedpoint by point;-i..-

- . " . :_...;;-....but we also,shouldconsiderfurther.- ' ,-/; ." ,a:"";:_:_::-:;i;_;.i;.:',=;.-_,:..

- ' ;;..::...:.;.;--i:.L:_". Citizenshiphas been discussedat lawyers'workingleveJ an__-_!.,;:-;_'-_,

• -:_'":-:_=_:.".":_::: have tentativelyreachedagreementwith exceptionof a ead-i:::ic::.."

"""; "" ' in clause to 105 (a) and provisionsof section(d). ";;;/i_C:i-:;._

H. Marcuse: I would like to give a brief review. Section 105 (a)and--j._:_.

lead-in_clause$ssSesignedto take care of those not wishing./_""

: to automaticali_ become U.S. citizens but wish rather U.S;.:."_:_." i i
•_ -,".;,"._.

nationals. As revised, there is no particular problem, but

: we desire furtherreview.!

: SectionI05 (d) is recognizedas a new problemthat cannotbe

settled here. Some provisionshave a chillingeffect on move-,_ _.', . ,

" merit. That has constitutionalsignificance. We must review.--::;.

:":! this sectionin light of recent SupremeCourt decisions,
. ' _.C._:

_, E. Pan(telinan: Corr_ission would like to review proposed technical changes .

' . prior to making response.

H. Willens: Can we incorporate the new agreements in the income tax area.,.

and do we expectto return to customs and excisetax areas
: ., __ -_': •

during this session? /:,_!.:-_::.
...... c.:..'..":_'_..-: ".

•" "C. - "

._.



• ..• .

l . @"" "• ' " " ....'....

As for Section105 (d), can there be a continuingdialogue

..--. du_,ingthis session,and can we have benefitof legal research

, beforeend of session?

H. Williams: Yes, this is our intent.

We do have some generalremarkson your proposalon the ....

• limitationoilfederalauthorityin the Marianasand the ',-_-

applicabilityof laws to the Marianas. I would like to have/__

i..--,... Mr. Wilsonmake this "-,:.-_;__:.

._ •.i .•. ;_J;_,!". :•/-ii/_-_..'.'.i,_:"We" haveno quarrel with self Clovernment;".". "-.-i.-i.•!_•/]_:,_•_-•C;;_

._,:'_i , '?,._/.!-Vi-_/," i AS ;practical and historical matter Congress _;. iL!/,-c_.L_Ti_"

• ,L, .::_." •..... hasn't interferred"in international affairs_ ..'_.:!_;C_.._c*. "
• ' of territories and doesn't intend• to. We -."

• .. can provide more in way of assurances. •

• " Keep in mind: ,.. '

"--Views :of Congress .._ " -_.;",",'_-."

--Federal relations with other territories .-•

! Can provide political and legal assurance's, ...." '"

' Jim Blanket limitation could raise questi'ons of"

.... "residual sovereignty." We want complete.. ,}

.. ._ authority with exceptions. ./

" _ Status ............ "L. . ,

;:" " ": '-MPSC Draft Communique Language W111 _• -.i-

• •- --be •.submitted by consultants, to"U. S ;._designee •

Willen Working group will work on formula

• 4-3-2 Willing to accept U.S. position that:

_" (I) 4-3-2- limited by mutual consent

-. (2) Status parts of compact subject to•
. requirement ..... . ..

- (3) Agreement will refer to Congressional ' •"-,.

•" - forbearance ;.":_;/_i."
, - . •. . • , . - ; - .

'" • " ' " • t' , . . ,

" : 02945
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• • ._._-_.__C.:'._-_.._._._L,_. _._-_-:_'_'_.-.; ._,':-_'....• . • m-_-'._•-":.,.__--:_'._'.'

• _ :;.;--_:.._H, W111ens:,....:I would llke.to.n°te.we have not suggestedall.federallaws_S;..q..------_.,._o

" ""'."-".-.:"i_i.i- ' " ,bestudiedas you interpretParagraph3. But, we do _/anti_to_!_-

• i....-: " study the effectof general formulaapproach,i.e.,'lawsno'w_i!/.'.C

appliedto Guam. ..::";".;i.

_: Still some problem with studying all the federal laws now.-.:,..; .

applicable in Guam. This is a very time consuming proposal :/::_

if you want to study them before they are appliedhere.•

H. Williams: There is also a problem with your suggestion on p.2, that the-

: problemof applicationof laws be resolvedbefore:status agree-

ment signed. :,.":,.;_,

H. Willens: Our change in view is to make sure there is no vacuum in • ::,:-_-_ •

federallaws on changesof status;thiswould also be in tl_e_':_"
g, i

• .. - . -."

interestsof USG. =.:.::.-

•.:i This is not like Gu_/Pu.erto Rico where U.S. laws were already

.' appliedso we must deal with this issue•and is why we must .

•. deal with a generalformulaapproachas we propose. . ...:

H. Williams: We have no problem with substance of your proposal but perhips
• .':Z .,. " ."

lawyerscan get togetherbefore we leave Saipan to examine_!::.),."i

•_ this further. : : : ,=";'-.

• . .\

--- .. . - . . . * ...
.. : ......

..... " " --" " " :"_.." . •"i / '.• '.':-... ;. : -.:;_.,..:.:_ : :-.'i - .- - -
_ -_.. ""..:._: ..... , _ _ . : _..:_ .:=... _-; - . .. _ _.

_. _::.-., . ..7"-,-.: .° .

- .. . .

:;.:_-" "', ":;t."I _"- -.-'! .,: . . ....-: .. .
--, ,.., • . . ..

• . - _ . _
. . " . - . - -. ":. , -, ,

-" -- -' .'::--. " "

.... " " "'"""":'"............".......':"' "



- _ _-i2/i__ _. _ * TransitionS. _-.P.M i • • _ i,.. _:_'_*• - : " , * .-._._ ._... _.

• " Z* !

"._ii".i..:"_i:": Main difference between us is physical . • ... : ii.!i"

." " i i_ii:;ii:/I:_ planning and this is mainly on training."". •.:.._..:..:"_..-• • : We agree you need it but don't need it .... ,-,.:,._.,_..
_......:-......- all right now ..... -.,-_-,:_.

• " . ""._'...2 [

: What rate of growth do you want? ...... .-

Leonard on Physical Planning •. :.'.;9

-,commission:_is well"aware of timing problems "_
--We need to begin plann_ing On day one - at _" -.":

• least begin review of what's been done

. August 29 paper sets forth .schedule of work.
_- We want detailed physical planning at appro-

•'i priate place in Phase I.

" F_W We think most should be done in Phase II.
-:_ We don't want to commit money to do detailed ..-.,_- Q

planning until review of what has been done -" _ "
,,.;u _w..,.,=,.u-^m-" _e "_. " " - .... -."_": "

: Eddy $i00,000 for physical planning. How d'id you ....
• _' get this number? :_'

._ ,Haydn Figuring out cost of planning can be part of -
our joint effort. ' : •

.• Tenorio Can you give us assurance that you will seek
more money for physical planning if" $300,000

_: for Education, Social and Physical isn't • ..
enough - as you have with Cad(Astral survey? "

_ . Eddy Legal support for Secretariat? Why omit •..:.-.:.'-•Z . .

..'.. planning for judiciary and legislature? ...--:-:'_-:.__,:..._:_.,......:.
•: . _ " _._ .- -_-.''.%'*"_ ."

_" _ :Eddy 111 We don't want to use TT empioyees "

•! _ . "........(2) Disappointed that U.S. has not responded,:.
.... : to papers

:_ (3) Joint working group seems useless .-
•.-_i (4) No documentation for U.S. members "

FHW You can draw on legal talent from:

--Private counsel
. - -M'r
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:' ...._: i•:/i :_•::/_:••:_•_._!__i_-_•I__ii:_:-:_._ _::._._i:::_•i......• •

.....Willens Government Planning

• 3 major issues:

(i) Applicability of Federal laws. When is
research appropriate on this? Not talk-
ing about complete survey. . :::_;_._.

-_ •. (2): Difference in Costs-assigned 'for •govern- /[_.[_'-i_'-_

" _ : _i,.ment organization and legislative program- .>: !'
: - • $50,000 v. $200,000: ._.-.-_._

...." 0. buy _a.... :_:...." : " : _ $5 000 :will senior lawyer and 6---._!:_?..':
." . - • . . , - _. "f._"_.]'.,..

. _....'.._. consultants for a. few weeks-; i'... i ":._i":i_ !!//". "

• . • $200,000 is low and would require",full%. i ii"-

. U.S. support i _-,-_._

- (3) It_'s hard to get help from Feds. -
, ...

• 12/15 Responses to MPSC's Phase I Paper .

T_iming •
• Scope " "'. :
: Budget

Organization - These are the differences between us..
.

,.. Ad Hoc Committee will come up with draft detailed
•i' plan for Phase I. ! --

U.S. will commit itself to finding funds "for. ....
i . the Ad Hoc Committee.." We'll need figure in" -

paper this morning. • _

i Timing - Begins On signing of agreement - Plan
: .i for Phase I becomes operative on that date..

%

Physical Planning - Continue to hold to view
' .. ! that something needs to be done first. Give

_ it to Ad Hoc Committee.

• Government Planning - Don't agree to full scope
• . of program.

.. , .. .



Return of Public Lan_s

FHW Private Land Survey
.. .. ".:

• Land Alienation

--See Sec. 402 of covenant

Eddy Not prepared to commence on this

Eminent Domain " "-' "

U.S. will have it exercised wi h restraint. .....":'_'"
- . " . "'," ."

12/16 Land ...._

iris._!_:_/'i._i-_ii'i_" Faralon - We want to lease with option to buy L I._:_ii_-_;•_
" " .... ._-<_ il/_'!i_:i_:_i_/•-atTermination of Trusteeship. . _:i/i!_il/i/ii-i__

_. _- -,_:_-_:_:'.-_Sampans.-- Lease w_th option at C-dock. We -_.ii_,/ _'i'?

.... : . let you have land for harbor

• " Lease - Back expansion and harbor• related
activities . -"

Isley -Want to return 500 acres of land south
of Isley

Tinian

.• Faralon - NEPA study? _- probably not. '

Who would run harbor.? Would Army Corps of_;'•
i Engineers be involved? •

i: : Land Procedures •"-. ._ .•.

' ! We .have valid lease now of military-retention " ' _ "

_ We will want to purchase it at end of Truste4-
%.- • Ship but no new lease arrangement during interim.

: FIRST WORKING SESSION

_ ; P, Tenorio: U,S, national status is acceptable to us,

J, Wilson: In the last session in ourJoint Communique we agreed that

residents of Marianas would have nationality for U,S, citizen-....

ship with provisions for some mechanism for "national" option,

This was examined in joint lawye_?sgroup in light of U,S, Imm_1L-



-t. "_. . '." _.L_L._- :......... --_-,_'• ",,_• :" _'_:..-, :•_/:_" •_" .'7 _:" _- -'_"_CT ;" _._,_ ..... t __ _.•

P. Tenorio: Does U.S. have any preference_ . ._,.,_,,:.:,c,•,
• • :-

,: J; Wilson:. Best to have all one status but recognize Marianas preferences_:..
..... . ::... ,? .- .. _ -,:,..... _/.¢?',

• -." _-; that individualsbe given choice. For convienceon U.S.-.-.:_)_":'."
• -.,; :;t-_:-....:,_ .... .... I i_i!._:i

--.. • -:°.,-_..... Nat:lawswe ,P_refer.LI.S.•citizenship- _his is far....easier for._,._.

.. '. U.$. Counsel Service abroad. .. ..... .:-

Jim , We have no substantive disagreement. On

- " style, we think I_SC proposal may be too
long, too technical and too detailed.

• ._._ Suggest experts get together to work out
details.

.: MPSC wants both sides to designate persons

.• / to begin working on detailed joint communi-
• -' que
. ."

•,._. • --: _•..,Lawyers will get together on items of :-"::_,;
• ,":: dlsagreement ...... ,,.,-...._.-,

_ J. Cruz: What kind of passportsare requiredfor nationals? ..
• •_i "_••
• .:,_ d. Wilson: Same passport. _- .

_ _ As far as income tax paper is concerned, we are concered more

! conceptuallyhere that with citi.zenship.

Not bothered by the idea that U.S. Federal Income Tax would not

. apply to Marianas,but are interestedin MSC,havinglocal• .

internal revenue provisions, especially-in regard to local . -.-_-....

:! self-sufficiency.We are interestedin a "responsible,tax
%

-_ policyby the MSC.

:71 We will be discussingthis with our financialproposalsand the

. :i U.S. conceptualapproach.

We are preparedto adopt rebateof.FederalIncomeTax on n°n-

residents of. Marianas as part of U.S..fede_,al assistance to

Marianasunder new arrangementwhich in militaryaspect is Some.

, $4 millionalone.

- .,. •...........

- -, .... _........ ? " ":.""7"':::'] T "" 7 "-:' '._ ........ ' ....."-..............

" : " "-" ..... : 0Z9470
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U.S. Congresswill look carefullyat our proposals,so need to

look at your own proposalsfor self-sufficiency.We should

pont_astsituationhere with that of Guam 15 years from now

and providefor similarity.

Guam has its own territorialincome tax that adoptsthe U.S.

federalrate.

•... If do notwant full scale.treatmentof U.S..fedtax in the •,--

•_.. ._ , . Marianasat this stage of development. So, U.S. won't insist,":!":-_

-_ii{Ci'J'?:/__'-)iiC•.!T_::_i_;]__iT:_._:i'_•_:'but'we need Somethinglike Guam systemat end Of 15 years.-•;:C:•-_./._•-•_

i.':;":";_!ii!;_:!_"i..>-::"__"_"..:'•_':;'Giveli_conceptof self-suffi'ciency,we at the•sametime don"t"_:_-_"--_ •
• , "- "" .- . o

"--_:-'" want to create a conceptof a "tax haven"here in Marianas,i._.!i:LC)-_ : :

' The U.S. Congresswould more likely acceptfavorabletax treat'_

ment for the Marianasat this time given the state of economic_

developmentat presenttime.-

H. Willens: Couldyou discussexactlywhat we shoulddo in these areas so

as to convinceIRS that MSC will undertakeits responsibility

for self-sufficiency. _•'

Would appreciatemore specifically. We haven'tundertakento.....

draft tax statutedue to lack of expertise. Even if drafted,

can't be sure Marianas legislaturewould adopt the tax measure

as drafted.

J. Wilson: The tax scheme is very technicaland is a part of overallplan
!

for economicdevelopment. Draftingof a tax law would be part

of Phase I - consistentwith overalleconomicdevelopment .-

planning. .,.- .

•" i",
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To get our arrangementthroughthe U.S. Congress,we need some

general principles binding on future GOMaliens. These would

not have to be too specific,but some type of progressiveincome

tax tied to development of local economy over a number of years.

We will have languageto suggest. _,,,:

J. Cruz: What about Marianas ability to tax the U.S.-Tinian base • .:._;.:..
concessions? _:.:2_i.

• i.'_" .' . ' "

• b "_--t_a:._i-_£5,:
O Wilson: Normally,don't permit taxationof U.S. institutions, o,-_c-_-a-.....•

"- MarianasCan have excise taxes on goods produced.locally,).i_!}_:_!:_.

. Where a direct instrumentalitYof U.S.-Marianascan't tax but';.a_:._5

.- :- base concessionis outsidethe conceptof.a U.S' instituti6n_:_i_il-:. . •......_,,:._:.

Or you could tax ,incomeearnedby the local citizenswho r_i!:!_iC__:._"

the concessions,but not on all the incomeproducedby the:i!i:>!ii:i_! i

concessionitself,however. ._:_._::_.....

Palacios: Goods for individual consumption should be taxed.. • -
°

i

d. Wilson: We understandyour position,but this•is a benefitfor military

servi ce.

P. Tenorio: We are concerned about how prevent abuse of the PX privileges '

i.e., !ocals buying at PX. . " "____

D. Smith:) To prevent locils buying at base PX, we must have cooperationJi.C: " '-.
A1 Smith:) .._..?,.

of local law enforcement.

J. Wilson: Don_t overlook fact that income earning by local employees at

bases can be taxed locally.

D. Muna: Can you tax civiliansWorkingat base?

J. Wilson:) Can tax civilian personnel working at base because they can't-:.
D. Scott:) ..:,_:;_-_c?;._

buy at PX and their incomeearned is not coveredby Soldiers/_:_.i.-

Sailorsreliefact exemptingmilitarypersonnel. " :."!:27):?;i?::-"....-

i./2-:.



B. Manglona: I wculd like to _ote that civiliansat Guam OICC have commis-

sara privileges.

J. Wilson: Not supposedto happen.

Al Smith: There.is an exceptionfor this situation. Under hardshipor

emergency,the base commandercan make temporaryexemptions.•

V. Pangelinan: If we can convinceUSG of a local progressiveincometax,..._..

will USGstill be suspiciousas regardsour willingnessto.._...
• , . t,

become'self-sufficient?•. " .. : .. - .• . .. /.,_i._.:.:._!:_!i!_:-

J.;W_.Ison: No reason to think so. USG is sympathetictoidea that"U.SLiii:_..

-.. . territoriesin developmentstage have preferentialtreatment_:
• . _.... _._-_" _ _-"

However,agreementto extendfinancialassistanceis cond!r'_'_." .

tion tional on convincingthe USG that everythingpossibleisi._:__
. ]."

being done locally to attain self-sufficiency• .-
". . .

H. Willens: Financialassistanceshouldn'tbe dependenton development-_,

economybut rather should recognizethat local government-

should have choice on how•todeveloptheir own economy.

L_

V. Panqelinan: If GOM .incometax eventuallybecomessimilarto U.S. income.

tax, could this eliminateexemptionof tax on bases?. ..

J Wilson: NO " -">_"• .. . _i_--,.!_-_,,..

J. Cruz: What about U.S. civilianspurchasingat PX's on U.S. bases _-

in Japan? - - .

J. Wilson: Is differentbecausethey are outsidethe U.S.

H. Willens: I think we will want a detailedJoint Communiqueto reflect

substantiveprogresswe are making. I proposeto start to b

begin to prepareJC now. _-



U.S. CUSTOMS/EXSTAXES

Palacios: Need abilityto protectlocal economy-- and to encourage !:

industrialdevelopment. U.S. too far advanced. This is the

basis of our paper.

J. Wilson: This is not too differentfrom Guam/Samoa. We should recog-

nize problemof taxationof Guam importswhich could result

in customswar. Yet I note you can still tax importsvia

"excise"route. _

P. Tenorio: If UI.S.can give preferen_al treatmentfor TTPI, why can't :

• U.S. give for Marianas? :-

H. Willens: Issue of Customs is one of "even-handedness"among U.S. ;

territories.

J. Wilson: Yes,. U.S. needs to keep a handle on this area due to technical _
i

areas of GATT -- dumpting,marking,etc.

H. Willens: I assume this is also the answer to our position#3 in one

paper.

J. Wilson: Yes. You could tax exportsto U.S. - no problemwith that ,!'

if you want to. However,your proposalfor a 75% limitation

on the determinationof foreignvalue for favorabletax treat- ._:;•

ment of goods importedinto U.S. is a difficulty. We cannot
• ".L_
L

envisageU.S. Congressacceptingthis level. __i::ii

E. Panqelinan: Can you share your views?

J. Wilson: Need only l_ok at Guam, other territories. _:
i!..

H. Willens: The Commissionpoints out the need to encourageMaria_las_o c

have more developedeconomyand attain "self-sufficiency"by •
i-

economy,_ndustrialdevelopment. This 75% level would provide
!.

such an in_6ntivefor development.

.Z
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J. Wilson: Look at your specificproducts. We don't think that if

Congresswould amend the law for all territoriesto use the ..

75% value approachthat we would have any difficulties. Butli_i_:_i._.

they haven't done so to date and this is what we must foll_:_:.'c':-. _ .

On your position,#5 we have no problem. GAll"shouldgrant;:,_---: ::.
• ,j , . . -.

| D

On excise races there is no problem; ut,-thlswould not.be:_:_.,_..;::• .

as a matter of right of the MarianasGovernment. Rather;:a_::;i..:_,..
• - .. .: ;_,.._ ....

a matter of permissivenessdue to U.S..internationalobliga;:_.;'_:_:::.

tions respectingtax of certainforeigngoods. •ThereCwou_:_?:_i_ii'::.;.•
..... :_:_;" _::..;',._.. i

also be no tax of federalproperty. ,.':'.: _-

On the MSCproposal on taxation of goods into U.S., the U.$[.

would make no distinctionregardingU.S. excise taxes, but we

would be willing to rebate them to the Marianas Governmenta_

we do on Guam.•

i"

o
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12/7 Citizenship & Nationality

Jim We have no substantive disagreement. On :

style, we think MPSC proposal may be too

long, too technical and too detailed.
Suggest experts get together to work out
details.

MPSC wants both sides to designate persons

to begin working on detailed joint communi-

que.

Lawyers will get together on items of

disagreement.

12/10 Limit of Federal Authority. i

We have no quarrel with self government.

As practical and historical matter Congress _
hasn't interferred in international affairs ..

of territories and doesn't intend to. We i

can provide more in way of assurances.

Keep in mind:

--Views of Congress

--Federal relations with other territories i

Can provide political and legal assurances.

Jim Blanket limitation could raise questions of

"residual sovereignty." We want complete

authority with exceptions, i

Status _i

• --MPSC Draft Co_unique - Language will

be submitted by consultants to U.S. designee :

i ,-

Eddy (i) We don't want to use TT employees i

(2) Disappointed that U.S. has not responded _
to papers

(3) Joint working group seems useless
(4) No documentation for U.S. members

e



2

12/12 Status

Applicability of Laws

Willen Working group will work on formula

4-3-2 Willing to accept U.S. position that:

(i) 4-3-2- limited by mutual consent

(2) Status parts of compact subject to
requirement

(3) Agreement will refer to Congressional
forbearance

12/12 P.M. Transition

Main difference between us is physical

planning and this is mainly on training.
We agree you need it but don't need it

all right now.

What rate of growth do you want?

Leonard on Physical Planning

--Commission is well aware of timing problems
--We need to begin planning on day one - at

least begin review of what's been done

August 29 paper sets forth schedule of work.

We want detailed physical planning at appro-
priate place in Phase I.

FHW We think most should be done in Phase II.

We don't want to commit money to do detailed
planning until review of what has been done

completed.

Eddy $i00,000 for physical planning. How did you _
get this number? _

_aydn Figuring out cost of planning can be part of

our joint effort.

Tenorio Can you give us assurance that you will seek

more money for physical planning if $300,000

for Education, Social and Physical isn't

enough - as you have with Cad_stral survey?

Eddy Legal support for Secretariat? Why omit
planning for judiciary and legislature? •

/

 i17 >' ....



............. . ......... , ..................... ...... • ...... - ........ " .......

FHW You can draw on legal talent from:

--Private counsel
--MI !

Willens Government Planning

3 major issues:

(1) Applicability of Federal laws. When is
research appropriate on this? Not talk-
ing about complete survey. .

(2) Difference in costs assigned for govern- i,

ment organization and legislative Program i
$50,000 v. $200,000 i

$50,000 will buy a senior lawyer and 6 ii
consultants for a few weeks i_./i

$200,000 is low and would require full
U S. support i"::-• . !

(23) It's hard to get help from Feds.

12/15 Responses to MPSC's Phase I Paper _

Timing
Scope
Budget
Organization - These are the differences between us. ,:

Ad Hoc Committee will come up with draft detailed '

plan for Phase I. f _

U.S. will commit itself to finding funds "for .... :
the Ad Hoc Committee." We'll need figure in

paper this morning.

Timing - Begins on signing of agreement - Plan _'i'I.
for Phase I becomes operative on that date. •....

\

Physical Planning - Continue to hold to view _ :
that something needs to be done first• Give
it to Ad Hoc Committee. '

Government Planning - Don't agree to full scope

of program.
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Return of Public Lands

FHW Private Land Survey :

Land Alienation

--See Sec. 402 of covenant

Eddy Not prepared to commence on this ,- .

Eminent Domain .,
• ..u

U.S. will have it exercised with restraint. .."

12/16 Land -:...

Faralon - We want to lease with option to buy . _:.
at Termination of Trusteeship

Saipan - Lease with option at C-dock. We'll ....:
let you have land for harbor ":

[." [ .

I "'•

Lease _ Back expansion and harbor related _:•
activities

Isley - Want to return 500 acres of land south ..
of Isley

Tinian

Faralon - NEPA study? - probably not.

L._" _

Who would run harbor? Would Army Corps o_ _ -

Engineers be involved? ' ,.

t." ._

Land Procedures •-.-

We .have valid lease now of military-retention i -..-

land. i:--.,._

We will want to purchase it at end of Trustee- : --•

ship but no new lease arrangement during interim. • - "• _......

1

: . - . .

L/EA:OTJohnson

"7 _

.:i .. •-3[ --
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