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Compact of Free Association 

between 

Palau and the United states 

January 10, 1986 

[The Palau Compact is similar in most respects to the 
Compact with the Marshalls and the Federated states of 
Micronesia. Included below are the sections that have 
significantly different language or substance.] 

Section 121 

(a) The Republic of Palau has the capacity to conduct 
foreign affairs in its own nam~ and right, except as otherwise 
provided in this Compact and the Government of the United States 
recognizes that the Government of Palau,' in the exercise of this 
capacity, may enter into, in its own name and right, treaties and 
other international agreements with governments and regional and 
international organizations. 

(b) In the conduct of its foreign affairs the Government of 
Palau confirms that it shall act in accordance with principles of 
international law and shall settle its international disputes by 
peaceful means. 

Section 122 

The Government of the united States shall support applica­
tion by the Government of Palau for membership or other partici­
pation in regional or international organizations as may be 
mutually agreed. The Governaent of the United States agrees to 
accept citizens of Palau for training and instruction at the 
United States Foreign Service Institute, established under 22 
u.s.c. 4021, or similar training under terms and conditions to be 
mutually agreed. 
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Section' 123 

In recognition of the authority and responsibility of the 
Government of the United States under Title Three, the Government 
of Palau shall consult with the Government of the United States. 
The Government of the United States, in the conduct of its for­
eign affairs, shall consult with the Government of Palau on 
matters which the Government of the United States regards as 
relating to or affecting the Government of Palau, and shall 
provide, on a regular basis, information on regional foreign 
policy matters. 

Section 124 

Ca) The Government of Palau has authority to conduct its 
foreign affairs relating to law of the sea and marine resources 
matters, includinq the l~rvestinq, conservation, exploration or 
exploitation of living and nonliving resources from the sea, 
seabed or subsoil to the full extent recognized under interna­
tional law. 

(b) The Government of Palau has jurisdiction and 
sovereignty over its territory, including its land and internal 
waters, territorial seas, the airspace superjacent thereto only 
to the extent recognized under international law. 

Section 125 

Except as otherwise provided in this Compact or its related 
agree.ents, all obligations, responsibilities, rights and bene­
fits of the Government of the United States as administering 
authority which have resulted fro. the application pursuant to 
the Trusteeship Agreement or any treaty or other international 
agreement to the Trust Territory of the Pacific Islands on the 
day preceding the effective date of tbis Compact are no lODger 
assuaed and enjoyed by the Government of the United States. 

Section 126 

The Government of the United States shall accept responsi­
bili ty for those actions taken by the Government of Palau in t~le 
area of foreign affairs, only as may from time to time be ex­
pressly and mutually agreed. 

Section 127 

The Government of the United States may assist or act on 
behalf of the Government of Palau in the area of foreign affairs 
as may be requested and mutually agreed from time to time. The 
Government of the United States shall not be responsible to third 
parties for the actions of the Government of Palau undertaken 
with the assistance or through the agency of the Government of 
the United States pursuant to this Section wlless expressly 
agreed. 
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Section 128 

At the ~equest of the Government of Palau and subject to the 
consent of the receiving state, the Government of the United 
States shall extend consular assistance on the same basis as for 
citizens of the United States to citizens of Palau for travel 
outside of Palau, the Marshall Islands, the Federated States of 
Micronesia, the United States and its territories and posses­
siona. 

Section 142 

Ca) Any citizen 0= naticnal of the Unit,j States may enter 
into, lawfully engage in occupations, and reside in Palau, sub­
ject to the right of that Government to deny entry to or deport 
any such citizen or national as an undesirable alien. A citizen 
or national of the United States may establish habitual residence 
or domicile in Palau only in accordance with the laws of Palau. 
~lis subsection is without prejudice to the right of the Govern­
ment of Palau to regulate occupations in Palau in a non-discrimi­
natory manner. 

Section 161 

The Government of the United States and the 'Government of 
Palau declare that it is their policy to promote efforts to 
prevent or eliminate damage to the environment and biosphere and 
to enrich understanding of the natural resources of Palau. 

Section 162 

The Government. of the United States and the Government of 
Palau agree that with respect to the activities of the Government 
of the United States in Palau, and with respect to substantively 
equivalent activities of the Government of Palau, each of the 
Governments ~hall be bound by such environmental protection stan­
dards as may be mutually agreed for the purpose of carrying out 
the policy set forth in this Compact. 

Section 163 

In order to carry out the policy set forth in this Article, 
the Government of the United States and the Government of Palau 
agree to the following undertakings. 

(a) The Government of the United States: 
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(1) shall apply environmental standards substantively 
similar to those in effect on the day preceding 
the effective date of this Compact to any activity 
requiring the preparation of an Environmental 
Impact Statement under the provisions of the 
National Environmental Policy Act of 1969, 83 
Stat. 852, 42 U.S.C. 4321 !!. seq. 

(2) shall develop, prior to conducting any.activity 
included within the category described in this 
Section, including regulations or other standards 
and procedures, to regulate such activity in Palau 
in a manner appropriate to the special govern­
mental relationship set forth in this Compact. 
The Government of the United States shall provide 
the Government of Palau with the opportunity to 
comment formally during the development of such 
mechanisms. 

(b) '!"he Government of Palau shall de~lelop .3tandards and 
procedures to protect the environment of Palau. ~s a ~eciprocal 
obligation to the undertakings of the Government of the United 
~tates under this Article, the Government of Palau, taking into 
account the particular environment of Palau, shall develop stan-· 
dards for environmental protection substantively similar to thos~ 
required of the Government of the United States by Section 
16J(a)(1) prior to conducting activities in Palau substantively 
equivalent to activities conducted there by the Government of the 
United States and, as a further reciprocal obligation, shall 
enforce those standards. 

(c) Section 163(a), including any standard or procedure 
applicable thereunder, and Section 163(b) may be modified or 
superseded in whole or in part by agreement of the Government of 
the United States and the Government of Palau. 

(d) Disputes arising under this Article, except for Section 
]n3(e), shall be resolved eXClusively in accordance "tith Article 
II of Title Four. 

(e) Tlle President of the United States may ex~mpt any at 
the activities of the Government of tlle United States under this 
Comp~ct and its related agreements from any environmental stan­
dard or procedure which may be applicable under this Article if 
the President determines it to be in the paramount interest of 
the Government of the United States to do so, consistent with 
Title Three of this Compact and the obligations of the Government 
of the United States under international law. Prior to any deci­
sion pursuant to this subsection, the views of the Government of 
Palau shall be sought and considered to the extent practicable. 
If the President grants such an exemption, to the extent practi­
cable, a report with his reasons for granting such exemption 
shall be given promptly to the Government of Palau. 
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Section 174 

Except as otherwise provided in this Compact and its related 
agreements: 

(a) The Government of Palau shall be immune from the 
jurisdiction of the courts of the United Staces, and che Govern­
ment of the United States shall be immune from the jurisdiction 
of the courts of Palau. 

(b) The Government of the United States ac=ept3 =~s?on­
sibility for and shall pay: 

(1) any unpaid money judgment :-enuered ~y :.he High 
Court of the Trust Ter~i~ory ~f :~e ?acific :~­
lands against. the Goverllment: ..):: ·:~u= ~=:~s'C "':'er:-i to­
ry of the Paci fic Islands ~r ~::'le o~ove.r!1.menc o.Jf the 
Unl. ted States wi th regar·-: ~o a.ny ..:ause .J': ac~ion 
arisinq as a result of acts or omissions of the 
Government of the Trust Te=ritory of the Pacific 
Islands or the Government of the United States 
prior to the effective date of this Compact; 

(2) any claim settled by the claimant and the 
Government of the Trust Territory of the Pacific 
Islands but not paid as of the effective date of 
this Compact: and 

(3) settlement of any administrative claim or of any 
action before a court of the Trust Territory of 
the Pacific Islands, pendinq as of the effective 
date of this Compact, against the Government of 
the Trust Territory of the Pacific Islands or the 
Government of the United States, arising as a 
result of acts or omissions of the Government of 
the Trust Territory of the Pacific Islands or the 
Government of the United States. 

(c) Any claim not referred to in Sec~ion 174(b) and ar1s1nq 
from an act or omission of the Government of the Trust Territory 
of the Pacific Islands or the Government of the United States 
prior to the effective date of this Compact shall be adjudicated 
in the same manner as a claim adjudicated according to Section 
l74(d). In any claim against the Government of the Trust Terri­
tory of the Pacific Islands, the Government of the United States 
shall stand in the place of the Government of the Trust Territory 
of the Pacific Islands. A judgment on any claim referred to in 
Section l74(b) or this subsection, not otherwise satisfied by the 
Government of the United States, may be presented for certifica­
tion to the United States Court of Appeals for the Federal Cir­
cuit, or its successor court, which shall have jurisdiction 
therefor, notwithstanding the provisions of 28 U.S.C. 1502, and 
which court's decisions shal~ be reviewable as provided by the 
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laws of the United States. The United States Court of Appeals 
for the Federal Circuit shall certify such judgment, and order 
payment thereof, unless it finds, after a hearing, that such 
judgment is manifestly erroneous as to law or fact, or manifestly 
excessive. In either of such cases the United States Coure of 
Appeals for the Fede'ral Circuit shall have jurisdiction to modify 
such ~udgment. 

(d) The Government of Palau, shall not be immune ==om the 
jurisdiction of the courts of the United Sta:es, and the Govern­
ment of the United States shall not be immune from the ~urisdic­
tion of the courts of Palau in any case In which che ac~ion is 
based on a commercial activi ty ·:>t ::--~e de::endant ,Jover::ment car­
ried out where the ac'tion is o.coughc, or !on ,'i case In wh~ch 
damages are sought for persona: in: ur-:"Jr' i~;~::h or damage :'0 or 
loss of property occurring where ~he aC't:!.on .. 5 ~rough ~ ,. "!'his 
subsection shall apply only to ac~~ons ~dS~~ )n :~mmer=:a~ activ­
ities entered into or injuries or ~osses ~uitarad on ~r after the 
effective date of this Compact. 

Section 177 

(a) Federal a9encie~ of the Government of the United States 
which provide services and related programs in Palau are author­
ized to settle and pay tort claims arising in Palau from the 
activities of such agencies or from the acts or oaiasions of the 
employees of such agencies. Except as provided in Section 
177(b), the provisions of 28 u.s.c. 2672 and 31 u.s.c. 1304 shall 
apply exclusively to such administrative settlements and pay­
ments. 

(D) Claims under Section 177(a) which cannot be settled 
under Section 177(a) shall be disposed of exclusively in accor­
dance with Article II of Title Four. Arbitration awards rendered 
pursuant to tnis subsection shall be paid out of funds under 31 
u.s.c. 1304. 

(ci The-Government of the United States and the Government 
of P&lau shall provide for: 

(1) the administrative settlement of claims referred 
to in Section 177(a), including designation of 
local agents in Palau, such agents to be empowered 
to accept, investigate and settle such claims, in 
a timely manner, as provided in such related 
agreements; and 
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arbitration, referred to in section 177(b), in a 
timely manner, at a site convenient to the claim­
ant, in the event a claim is not otherwise settled 
pursuant to Section 177(a). 

(d) The provisions of Section 174(d) shall not apply to 
claims covered by this Section. 

Section 211 

In order to assist the Government of Palau in its efforts to 
advance the well-being of the people of Palau and in recognition 
of the special re1ationship that exists between the United States 
ana Palau, the Government of the United States shall provide to 
the Government of Palau on a grant basis the following amounts: 

(a) $12 million annually for ten years commencing on the 
effective date of ~lis Compact, and $11 million annually for five 
years commencing on the tenth anniversary of the effective date 
of this Compact, for current account operations and maintenance 
purposes, which amounts commencing on the fourth ~~iversary of 
the effective date of this Compact shall include a minimum annual 
distribution of $S million from the fund specified in Section 
211(f). 

(b) $2 million annually for fourteen years commencing on 
the first anniversary of the effective date of this Compact as a 
contribution to efforts aimed at achieving incre4sed self-suffi­
ciency in energy production, of Wl1ich annual amounts not less 
than $500,000 shall be devoted to tIle energy needs of those parts 
of Palau tnot served by its central power-generating facility. 

(cj $150,000 annually for fifteen years commencing on the 
effective date of this Compact as a contribution to current 
account operations and maintenance of communications systems, and 
the sum of $1.5 million, to be made available concurrently with 
the grant assistance provided during tlle first year after the 
effective date of this Compact, for the purpose of acquiring such 
communications hardware as may be located within Palau or for 
such other current or capital account activity as the Government 
of Palau may select. 

(d) ~631,OOO annually on a current account basis for 
fifteen years commencing on the effective date of this Compac~ 
for the purposes set forth below: 

(1) for the surveillance and enforcement by 
Government of Palau of its maritime zone: 
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(2) for health and medical programs, including 
referrals to hospital and treatment centers: and 

(3) for a scholarship fund to support the post­
secondary education of citizens of Palau attending 
United States accredited, post-secondary institu­
tions in Palau, the United States, its territories 
and possessions, and states in free association 

_. with the United- States.-The curricular criteria 
for the award of scholarships snall be designed to 
advance the purposes of the pl~n referred to in 
Section 231. 

(e) The sum of $666,800 as a contribution to the 
commencement of activities pursuant to Section 211(d)(1). 

(f) The sum of $66 million on the effective date of this 
Co.pact, and the sum of $4 million concurrently with the grant 
assistance to be made available during the thirt! year after the 
effective date of this Compact, to create a fund to be invested 
by the Government of Palau in issues of bonds, notes or other 
redeemable instruments of the Government of the United States or 
other qualified instruments which may be identified by mutual 
agreement of the Government of the United States and the 
Government of Palau. Investment of the fund in qualified 
instruments of United States nationality, and the distribution of 
sums derived from such investment to the Government of Palau, 
shall not be subject to any form of taxation by the United States 
or its political subdivisions. The Government of the United 
States and the Government of Palau shall set forth in a separate 
agreement, which shall come into effect simultaneously with this 
Compact, provisions for the investment, management and review of 
the fund so as to allow for an agreed minimum annual distribution 
from its accrued principal and interest commencing upon the 
effective date of thi"s Compact for fifty years. The objective of 
this sum is to produce an average annual distribution of $15 
million commencing on the fifteenth anniversary of this Compact 
for thirty five years. Any excess or variance frOID the agreed 
minimum annual distributions which may be produced from these 
sums shall accrue to or be absorbed by the Government of Palau 
unless otherwise mutually agreed in accordance with the provi­
sions of the separate agreement referred to in this paragraph. 
The annual distributions produced from these sums are not subject 
to Sections 215 and 236. 
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Section 212 -
In order to assist the Gove~nment of Palau in its efforts to 

advance the economic development and self-sufficiency of the 
people of ?alau and in recognition of the special rela~ionship 
that -exists between tl1e United States and Palau, the Go'Clernment 
of the United States shall provide: 

(a) To the people of Palau, a road syscem in accordance 
with mutually agreed specifications, the construction of which 
shall be completed prior to the sixth anniversary of the effec­
tive Jate of this Compact; Qnd 

(b) To the Government of Palau, the sum of $36 million, 
during the first year after the effective date of this Compact, 
for cdpitdl account ~urposes. 

Sec::tion 213 

The Government of the United States sha~l provide on a grant 
basis to the Government of Palau the sum of $5.5 million in con­
junction with Article II of Title Three. This sum shall be made 
available concurrently with the grant assistance provided pursu­
ant to this Article during the first year after the effective 
date of this Compact. The Government of Palau, in its use of 
such funds, shall take into account the impact of the activities 
of the Government of the United States in Palau. 

Section 214 

~l funds previously appropriated to the Trust Territory of 
the Pacific Islands for the Government of Palau which are unobli­
gated by the Government of the Trust Territory as of the effec­
tive date of this Compact shall accrue to the Government of Palau 
for the purposes for which such funds were originally appropri­
ated as determined by the Government of the United States. 

2!£~ion 215 

Except as otherwise provided, the amounts stated in Sections 
21l(a), 2l1(b), 211(c) and 212(b) shall be adjusted for each 
fiscal year by the percent which equals two-thirds of the percen­
tage change in the United States Gross National Product Implicit 
Price Def~ator, or seven percent, whichever is less in anyone 
year, using the beginning of Fiscal Year 1981 as the base. 
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Section 221 

(a) Tbe Government of the United States shall make 
available to Palau, in accordance with and to the extent provided 
in the separate agreement referred to in Section 232, without 
compensation aDd at the levels equivalent to those available to 
the Trust Territory of the Pacific Islands during the year prior 
to the effective date of this Compact, the services and related 
programs: 

(1) of the United States Weather Service; 

(2) provided pursuant to the Postal Reorganization 
Act, 39 u.s.c. 101 ~ seq.: 

(3) of the United States Pederal Aviation 
Administration; and 

(4) of the United States Civil Aeronautics Board or 
its successor agencies which llave the authority to 
implement the provisions of paragraph 5 of Article 
IX of such related agreements, the language of 
whiCh is incorporated into this Compact. 

(b) ~le Government of the United States, recognizing the 
special needs of Palau particularly in the fields of education 
and health care, shall make available, as provided by the laws of 
the United States, 

(1) the annual amount of $2 million which shall be 
allocated in accordance with the provisions of the 
separate agreement referred to in Section 232: and 

(2) the sum. of $4.3 million, $2.9 million and $1.5 
million, respectively, during the first, second 
and third years after the effective date of this 
Compact, which sums shall be used by the 
Government of Palau as current account funds to 
finance programs similar to those programs of the 
United States that applied to Palau prior to the 
effective date of this Compact and that provided 
financial assistance for education to any 
institution, agency, organization or permanent 
resident of Palau or to the College of Micronesia. 

(c) The Government of the United States shall make 
available to Palau such alternate energy development proJects, 
studies and conservation measures as are applicable to the Trust 
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Territory of the Pacific Islands on the day preceding the effec­
tive date of this Compact, for the purposes and duration provided 
in the laws of the United States. 

(d) The Government of the United States shall have and 
exercise such authority as is necessary for the purposes of this 
Article and as is set forth in the related agreements referred to 
in Section 232, which shall also set forth the extent to which 
services and programs shall be provided to Palau. 

Section 222 

The Government of Palau may request, from time to time, 
technical assistance from the Pederal agencies and institutions 
of the Government of the United States, which are authorized to 
grant such technical assistance in accordance with its laws and 
which shall grant such technical asatstance in a manner which 
gives priority consideration to Palau over other recipients not a 
part of the United States, its territories or possessions and 
equivalent consideration to Palau with respect to other states in 
Free Association with the United States. 

Section 231 

(a) The anaual expenditure by the Government of Palau of 
the grant amounts specified in Article I of this Title shall be 
in accordance with an official national develop~ent plan promul­
gated by the Government of Palau and concurred in by the Govern­
ment of the united States prior to the effective date of this 
Compact. 'rhis plan may be amended from time to time by the 
Governm~t~~_Pa~l~a~u~.~~~~~~~~~~~~~~~~~ 

(b) The Government of the United states and the Government 
of Palau recognize that the achievement of the goals of the plan 
referred to in this Section depends upon the availability of 
adequate internal revenue as well as economic assistance from 
sources outside of Palau, including the Government of the united 
States, and may, in addition, be affected by the impact of excep­
tional, econolcically aaverse circumstances. Th~_Government of 
Palau shall therefore report annually to the President of the 
United State~ and to the Congress of the United Gtates on the 
implementation of this plan and on its use of the funds specified 
in thi~ Article. This report shall outline the achievements of 
the plan to date and the need, if any, for an additional authori­
zation and appropriation of economic assistance for that year to 
account for any exceptional, economically adverse circumstances. 
The availability of s~ch additional economic assistance from the 
Government of the United States shall be subject to the authori-

__ ~a~~~on _Cin~ __ a~~;~~ri_ation of funds by the Government of the United 
States. 
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Section 242 

The President of the United States shall proclaim the 
following tariff treatment for articles imported from Palau which 
shall apply during tIle period of effectiveness of this Title: 

(a) Unless otherwise excluded, articles imported from 
Palau, subject to the limitations imposed under sections S03(b) 
and 504(c) of title 5 of the Trade Act of 1974 (19 USC 2463(0): 
2464(c», shall be exempt from duty. 

(b) Only canned tuna provided for in item 112.30 of ~e 
Tariff Schedules of the United States that is imported from the 
Federated States of Micronesia, the Marshall Islands and Palau 
during any calendar year not to exceed 10 percent of the United 
States consumption of canned tuna during the immediately 
preceding calendar year, as reported by the National Marine 
Fisheries Service, shall-ae exempt from duty; but the quantity of 
tuna given duty free treatment under this paragraph for any 
calendar year shall be counted against the aggregate quantity of 
canned tuna that is dutiable under rate column numbered 1 of such 
item 112.30 for that calendar year. 

(c) The duty-free treatment provided under paragraph (1) 
shall not apply to: 

(l) watches, clOCKS and timing apparatus provided for 
in sub-part E of part 2 of schedule 7 of the 
Tariff Schedules of the United States: 

(2) buttons (whether finished or not finished) 
provided for in item 745.32 of such Schedules; 

(3) textile and apparel articles which are subject to 
textile a9reements~ and 

(4) footwear, handbags, luggage, flat goods, work 
gloves, and leather wearing apparel which were not 
eligible articles for purposes of chapter V of the 
Trade Act of 1974 (19 USC 2461 at seq.) on 
April 1, 1984. 

(d) If the cost or value of materials produced in the 
customs territory of the United States is included with resp~ct 
to an eligible article which is a.pr~duct of Palau, ~ appr~~sed 
value of the article at the time It lS entered that lS attrlDut­
able to such United States cost or value may be applied for duty 
assessment purposes toward determining the percentage referred to 
in section S03(b)(2) of title V of the Trade Act of 1974. 
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Section 253 

A citizen of Palau, domiciled therein and who is a 
nonresident and not a citizen of the United States, shall be 
exempt from estate, gift, and generation-skipping transfer ta%es 
imposed by the Government of the United States. 

Section 254 

(a) In determining any income tdX imposed oy the Government 
of Palau, the Government of Palau shall have authority to impose 
tax upon income derived by a resident of. Palau fronl sources 
without Palau in the same manner and to the same extent as the 
Government of Palau imposes tax upon income derived (rom within 
its jurisdiction. If the Government of Palau exercises such 
autllority as provided in this subsection, any individual resident 
of Palau who is subject to tax by the Government of the United 
States on income which is also taxed by the Government of Palau 
shall be relieved of liability to the Government of the United 
States for the tax which, but for this subsection, would other­
wise De imposed by the Government of the United States on such 
income. For purposes of this Section, the term "resident oi 
Palau" shall be deemed to include any person who was .t?hy~ically 
present in Palau for a period of 183 or more days during any 
taxable year. The reliet from liability referred to in this 
subsection ~eans only 
-----

(1) relief in the form of the foreign tax credit (or 
deduction in lieu thereof) available with respect 
to the income taxes of a possession of the United 
States, and 

(2) relief in the form of the exclusion under section 
911 of the United States Internal Revenue Code of 
1954. 

(b) If the Government of Palau subjects income to taxation 
substantially similar to that imposed by the Trust Territory Code 
in effect on January 1, 1980, such Government shall be deemed to 
have exercised the authority described in Section 254 (a). 

Section 255 

(a) For purposes of section 936 of the Internal Revenue 
Code of 1954 Palau shall be treated as if it was a possession of 
the United States. 

(b) Subsection (a) of this Section shall not apply to Palau 
for any period after December 31, 1986, during which there is not 
in effect between Palau and the United States an exchange of 
information agreament of the kind described in section 
274(h)(6)(C) (other tl~n clause (ii) thereof) of the Internal 
Revenue Code of 1954. 
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(c) If the tax incentives extended to Palau under 
subsection (a) of this Section are, at any time during which the 
Compact is in effect, reduced, the United States Secretary of the 
Treasury shall negotiate an agreement with the Government of 
Palau under which, when such agreement is approved by law, Palau 
will be provided with benefits substantially equivalent to such 
reduction in benefits. If within the l-,iear period after the 
date of the enactment of the Act making the reduction in 
benefits, an dgreement negotiated under the preceding sentence is 
no~ approvad by law, the matter shall be submitted to the 
Arbitration Board established pursuant to Section 424. For 
~urposes of Article V of this Title, the Secretary of the 
Treasury or his delegate shall be the member of such Board 
representing the Government ,of the United States. Any decision 
of such Board in the matter when approved by law shall be binding 
on the United States, except that SUC11 decision rendered is 
binding only as to whether the United States has provided the 
substantially equivalent benefits referred to in this subsection. 

, 
(d) For purposes of section 274 (h) (3) (A) of the Internal 

Revenue Code of 1954, the term "North American area" shall 
include Palau. 

section 256 

This Article shall apply to income earned, and transactions 
occurring, after September 30, 1985, in taxable years ending 
after such date. 
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Section 311 

The territorial )urisdiction of the Republic of Palau shall 
be completely foreclosed to the military forces and personnel or 
for the military purposes of any nation except the United States 
of America, and as provided for in Section 312. 

Section 312 

TIle Govern&ent of the United States has full authority and 
responsibility .for security and defense matters in or relating to 
Palau. Subject to the terms of any agreements negotiated pursu­
ant to Article II of this Title, the Government of the United 
States may conduct within the lands, water and airspace of Palau 
the activities and operations necessary for the exercise of its 
authority and responsibility under this Title. The Government of 
the United States may invite the armed forces of other nations to 
use military areas and facilities in Palau in conjunction with 
and under the control of United States Armed Forces. 

Section 313 

The Government of ~alau shall refrain from actions which the 
Government of the United States determines, after consultation 
Wi~l that Government, to be incompatible with its authority and 
responsibility for security and defense matters in or relating to 
Palau. 

Section 321 

The Government of the United States may establish and use 
defense sites in Palau, and may designate for this purpose land 
and water areas and improvements in accordance with the provi­
sions of a separate agreement which shall come into force simul­
taneously with this Compact. 

Section 322 

(a) When the Government of the United States desires to 
establish or use such a defense site specifically identified in 
the separate agreement referred to in Section 321, it shall so 
inform the Government of Palau which shall make the designated 
site available to the Government of the United States for the 
duration and level of use specified. 

(b) With respect to any site not specifically identified in 
the separate agreement referred to in Section 321, the Government 
of tIle United States shall inform the Government of Palau, which 
shall make ~he designated site available to the Government of the 
United States for the duration and level of use specified, or 
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shall make available one alternative site acceptable to the 
Government of the United States. If such alternative site is 
unacceptable to the Government of the United States, the site 
first designated shall be made available after such determina­
tion. 

(c) Compensation in full for designation, establishment or 
use of defense si tes is provided in Ti tle Two of this Compact'. 

Section 324 

In the exercise in Palau of its authority and responsibility 
under this Title, the Government of the United States shall not 
use, test, store or dispose of nuclear, toxic chemical, gas or 
biological weapons intended for use in warfare and the Government 
of Palau assures the Government of the United States that in 
carrying out its security and defense responsibilities under this 
Title, the Government of the united States has the right to 
operate nuclear capable or nuclear propelled vessels and aircraft 
within the jurisdiction of Palau without either confirming or 
denying the presence or absence of such weapons within the 
jurisdiction of Palau. 

Section 352 

In the exercise of its authority and responsioility under 
this Compact~ the Government of the United States shall accord 
due respect to the authority and responsibility of the Government 
of Pa1au under this Compact and to the :es90nsibility Qf the 
Government of Palau to assure the well.-being of 't?alau and i t;S 

people. The Government of the United States ~nd the Governmen~ 
of ?a.1.au agree that the authori~y and responsibi:'i~y ·~f :.he 
United States set forth in this Title are exercised for the 
mutual security an~ benefit of Palau dnd the United States, and 
that any attack on Palau would constitute a threat to the peace 

~_~nd_~s~,:~r!~i' of the entire region and a danger to the Un i_teE ______ ~ 

Seates. In the event of such an attack, or threat thereof, the 
Government of the United States would take action to meet the 
danger to the United States and Palau in accordance with its 
constitutional processes. 
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Section 432 

Upon the iifteenth and thirtieth and fortieth anniversaries 
of the effective date of this Compact, the Government of the 
United States and the Government of Palau shall formally review 
the terms of this Compact and its related agreements and shall 
consider the overall nature and development of their relation­
ship. In these formal reviews, the governments shall consider 
the operating requirements of the Government of Palau and its 
progress in meeting the development objectives set forth in the 
plan referred to in Section 231(a). The governments commit 
themselves to take specific measures in relation to the findings 
of conclusions reSUlting from the review. Any alteration to the 
terms of this Compact or its related agreements shall be made by 
mutual agreement, the terms of this Compact and its related 
agreements shall remain in force until otherwise amended or 
terminated pursuant to Title Four of this Compact. 

Section 452 

Should termination occuc pursuant to Section 442 or 443, the 
following provisions of this Compact shall remain in full force 
and effect until the fiftieth anniversary of the effective date 
of this Compact and thereafter as mutually agreed: 

(a) Article I and Section 233 of Title Two; 

(b) Title Three: and 

(c) Article II, III, V and VI ot Title Four. 

Section 453 

Notwithstanding any other provision of this Compact: 

(a) The provisions of Section 311, even if Title Three 
should terminate, are binding and shall remain in effect for a 
period of 50 years and thereafter until terminated or otherwise 
amended cy mutual consent~ 

(b) The related agreements referred to in AzticleO II of 
Title Three shall remain in effect in accordance with their 
terms; and 

(c) The Government of the United States reaffirms its 
continuing interest in promoting the long-term economic advance­
ment and self-sufficiency of the people of Palau. 

Section 454 

Any provision 6f this Compact which remains in ef£ect by 
operation of Section 452 shall be construed and implemented in 
the same manner as prior co any termination of this Compact 
pursuant to Section 442 or 443. 
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Section 461 

For the ~urpose of chis Compact ~ne following terms shall 
have the following meanings; 

(a) "Trust Terri~ory of. the Paciiic rs,j"ands" means the area 
established in the Trusteeship Agreemer..t consisting of the admin­
istrative districl:s of Kosrae, Yap, Palau, ?~nape, the Marshall 
Islands and Truk as descriilad in Title One, Tr'.lst Territory Code, 
Section 1, in torce on January 1, 1979. This term does not 
include the area of the Northern Mariana Islands. 

(c) "Palau" is used in a geographic sense and includes the 
land and water areas to the outer limits of ~he territorial sea 
and the air space above such areas as now or hereafter recognized 
by the Government of the United States consistent with the Com­
pact and its related agreements. 

(d) "Government of Palau ll means the Government established 
and.o~ganized by the Constitution of Palau including all the 
pol1t1cal subdivisions and entities comprising that Government. 

. (9) "Defense Sites" mec1ns those land and water areas and 
lmprovements t~ereon i~ Palau reserved or acquired by the Covern­
ment of Pa~au lor usa oy tl1e Government of the United States, as 
set forth 4n the related agreements referred to in Section 321. 

SectiQn 462 

The Governme~t c! the United States and che Government of 
Palau shall conclude related agreements which shall come into 
effect and shall survive in accordance with their terms, and 
which shall be construed and implemented in a manner consistent 
with this Compact, as follows: 

(a) Agreement Regarding the Provision of Telecommunication 
Services by the Government of the United States to Palau Conclud­
ed Pursuant to Section 131 of the Compact of Free Association; 

(b) Agreement Regarding the Operation of Telecommunication 
Services of the Government of the United States in Palau, Con­
cluded Pursuant to Section 132 of the Compact oi Free Associa­
tion; 

(c) Agreement on Zxtradition, Mutual A~sistance in Law 
Enforcement Ma~ters and Penal Sanctions Concluded Pursuant to 
Section 175 of the Compact of Free Associa~ion; 

Cd) Agreement Regarding United States Economic Assistance 
to the Government of Palau Concluded Pursuant to Section 211 (f) 
of the Compact of Free Association: 
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(e) Agreement Regarding Construction Projects in Palau Con­
cluded Pursuant to Section 212 (a) of the Compact of Free Associ­
ation: 

(f) Agreement Regarding Federal Programs and Services, Con­
cluded Pursuant to Article II of Title Two and Section 232 of the 
Compact of Free Association: 

(g) Agreement Regarding Property Turnover, Concluded 
Pursuant to Section 234 of the Compact of Free Association: 

(h) Agreement Regarding the Military Use and Operating 
Rights of the Government of the United States i~ Palau Concluded 
Pursuant to Sections 321 and 322 of the Compact of Free Associa­
tion: and 

(i) Status of Forces Agreement Concluded Pursuant to 
Sec~ion 323 of the Compact of Free Association. 

(j) Agreement Regarding the Jurisdiction dnd Sovereignty of 
tl1e Republic of Palau over its Terr i tory and the Li ving and Non­
living Resources of the Sea. 

(k) Agreement Relating to Aspects of the Mutual Security 
Relationship between the United States and Palau. 
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