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~<gQ;‘ How-lmportant is the Canal to U S. commerce and~3
national security? R Lo

A;‘:_-f ;It is very important to both, although 1ts

h-lmportance has declined in relatlve terms.;

Indeed because we judge that the Canal w111

.remain 1mportant for the 1ndef1n1te future f;;
is the-reason we'have-trled 80 long to ‘

:'..negotlate a treaty to better protect our ,jlj,;

Vi T j’k'_uflnterest._ o

. 7’ —-— v_ Natlonal Secura.ty. A- Even though 1arge a:.rcraft"
el | vdhcarrlers cannot transit the canal it is an :
.*;jhasset of contlnulng mllltary importance.4 Most,
f_slof our naval vessels can trans1t the canal, lff

"[;not loaded, 1n ballast.» Thus, use of the Canali

w;'5!‘fac111tates quick movement of warshlPS and

'7*{m5;support vessels from one ocean to the other as

'fffhrequlred to meet needs of the moment.

*Commerqe.f

Ab:ut:lz';of the tonnage of U S.

7water-borne foreign - trade joes through the cana



1;- The: share of u. S. forelgn trade passzng
-f.;?_ through the canal has been slowly declinlng
in recent years,‘but the canal s 1mportance
remains. The total tonnage trans1t1ng the_fﬁ
- canal is and w1ll increase as world trade

1ncreases even though the canal-g percentaae nF

world trade mavldecllne as comoetltive:alterate._route=

Cottechinhbisiy Sl

L develop. S o S
- 25 000 of the approx1mately 27 000 vessels
“:’_1n the world's merchant fleet can transit

"'the canal

fi?jThose vessels wh1ch cannot tran51t the canal

'f”:are mostly supertankers 1n the petroleum jfif.

1itrade. They would not usefhe Canal in any

1fcase, since 1t does not lie 1n the routes*

*‘;from sources of productlon, e. g.,lln the

};lPers1an Gulf, to markets 1n Europe and thev

?f:'Eastern u. S.v jg?ngﬁij}g@;‘,f{g:ﬁv*n«»aa,

A7’;_Ports on the eastern seaboard of the u. S:*;




e T T A

. -‘comp‘ari‘son' of 1967 and 1977 Treatics

- Q Would you compare the differences and similarities of
S the 1967 and 1977 treaties? ST : :

:»Panama Canal Treaty provide that both U. S. and

| Panamanian forces will have a role and cooperate i

,:the U. s. is given primary responsibility for

the 1977 Panama Canal Treaty would terminate along

"‘treaties would have terminated U. S defense rights_;i-

Defense° The 1967 defense treaty and the 1977

':'in the defense ‘of the Canal In the 1977 Treaty,irw'

h canal defense.' Under both treaties, each Party
"has the right to act unilaterally, if necessary,

A‘_to defend the Canal.: The defense arrangements in5¥ AT

Wlth U. S operation of the Canal in 1999._ The 1967

R fin 2004, although this duration could have been ex-::;l"t"

‘;tended:in the event of_sea-level=cana1 construction,35f"'

'_ffLand and Water Areas. | Under both the 1967 and 1977t
'ﬁ”fiiagreements, specified land and water areas needed_forf

'yﬁicanal operation and defense are reserved for those

Al_purposes.v The 1977 Treaty breaks these areas into;

'f’ﬁif&more categories (i e., Canal Operating Areas, Defensei

'fgSites, Military Areas of Coordination,_HouSing Areas




Both,the basic 1967 cana

’~;f¥ Duration for operation.w
'%Jf:treaty and the 1977 Panama Canal Treaty specif

'iDecember 31, 1999 as the termlnation date for U.

E’operation of the Canal The 1967 sea-level canal
lhfftreaty provided for an extenslon to not later than
52067 if a sea-level canal ultimately was agreed upon

.and_constructed.

_:-41 Cr1m1na1 Jurlsdictlon over U. S Mllitary Personnel-?

Under both agreements the U. S. would retaln substan—-t

tial Jurisdlctlon over milltary personnel through a if

s Status of Forces Agreement arrangement

7“f5jf§'fNeutra11ty°3 The 1967 drafts provlded that the

"Vh’neutrality of the Canal was to be malntalned “1n

'~iaccordan°e w1th the prlnciples which have governed">

*:f 51nce the Canal was opened.;

The 1977 Treaty spells

”'fout a permanent reglme of neutrallty for the Canal

TiMWhlch, while consxstent Wlth the existlng reglme of
.55,neutrality establlshed by the 1901 Hay-Pauncefote

'fTreaty, 1nc1udes a number of speclflc provxslons

“wl?;°de51gned to expressly protect U:vsi mllitaryiand



‘“ld%‘ Both sets of treaties contain language establishing
'lfthat U. S. naval vessels may go to the head offthe
line of vessels awaiting transit in case of need

- or emergency. ,7:1

'"7ff' The 1977 Treaty proVides for the permanent main-
_ tenance of the regime of neutrality by the United'-

-States as well as Panama. :“_Z

_— Control of Canalkoperation/General‘CriminaltJurisdic
| ,Eigniv The'l967 treaties‘createdwan international “;
juridical entity w1th a board appOinted by the U.;S;;

lfyi and Panama to operate the Canal and to’ administer the_
'Canal area. Although the United States would have had;

Q o the right to appoint a majority of the governing board'_':i

gvof the Joint administration, it would have retained R
ziino direct legislative authority over the operation
5"of the Canal.? Indeed, the rights granted in the
iv_treaty Wlth respect to Canal operation were granted

; (“fbto the JOint administration and not to the United

iifStates. Under the 1977 Treaty,_Canal operation and

'fmanagement would remain the responSibility of the

ights necessary for these

iiUnited States, andithe7

-purposes are granted directly to the United States




A”’;f;a11 matters concerning Canal operation and manage-

- SeaeLevel'Canal°‘ The 1967 drafts included a separat{

'»fment, including the setting of tolls and the con-

;'duct of relations with its employees.:,;;"“'“;

i‘_treaty which would have granted the United States the
'fright to construct a sea—level canal in Panama sub;ect%]ffﬁf
- to future agreement between the United States and
sfPanama on important aspects particularly the level.
‘of payments to Panama from such a new Canal The
.1977 Panama Canal Treaty prOV1des that the two coun-d
' tries will JOintly conduct a study to determine the ?**“k

'1feasibi11ty of a sea-level canal in Panama, and, if

E ,they determine such a waterway 1s necessary, they

'"'shall negotiate terms agreeable to both parties for

'uiits construction.; Both sets of treaties require

"5ffthat during their duration the parties w111 deal

”'tfexclusively with each other w1th respect to thev

Hffconstruction of a sea-level canal 1n the Western

*?ffHemisphere.inﬁ,'

fwere to 1ncrease graduallyvover a five-year period

100million




:fQ} What would happen if the Senate rejects the treatles?f
":?A:;E' Panamanlan expectatlons are hlgh after thzrteen
| years of negotiatlons, thelr pleblscite, vislts

"*ijby Senators and the treaty slgnlng ceremony.;!;*

o Rejectlon now by the Senate would 1ead to enormous

frustratlons in Panama.f.r‘w o
. - Our_ relations With Panama would deteriorate,
| *,LDEMOnStrations against us'wouldfbe ine?itéblef'

"-Q'The atmosphere 1n wh1ch the Canal lS operated
hs_-would be much less favorable, canal users 1fjau

‘3would be troubled by uncertalnty.;v-'

J,[~§_-Some lnvolvement of the Canal Zone po11ce and s
J]Jfour mllitary forces in confllct w1th Panamanlans

niwould be a possibillty. ;:.'

thejectlon of the treatles would 1mpa1r our relations

?with Lat1n America.

3Panama would brlng the issue before 1nternatlona1 forumsf7ﬁ?

;where"we would face wide:oppos:l.tlon,-'even from manyl'f“'






B Defense of the Canal-- th.;?
U.S. nghts and COmmltments L

‘f'Q:,'What are the defense r1ghts of the U S., nder-the”two'
.. new treaties? , ) L : o Jiﬁ‘ﬁ';‘

:

.

3. -
2

&

1.A£f - The Panama Canal Treaty (1n effect unt11 year 2000)
’;,recognlzes the prlmary respons1b111ty of the U S.:
-for canal defense and glves the U. S. the right to

~act, un11aterally 1f necessary, to protect and defend:j

,the canal.y Further, 1t prov1des for the contlnuatlon'37ﬁf

? Cs ' of the U S. mllitary presence in Panama through a,*ffo“;

's‘conventional base r1ghts and status of forces'-.

' agreement.-v _ |
: ’ -- _Under the Neutral:.ty Treaty (remalns :Ln permanent
- : 8 ,"effect after the year 2000) the U S._w1ll not statlon

o mllltary forces 1n Panama but w111 have . the right to;

‘ftake actlon to malntain the reglme of neutrallty L

’f_pestablished in the treaty.‘ ThlS means whatever actlon”
j1tfwe deem necessary, 1nc1uding m111tary actlon, aga1nst
:any aggre551on or threat d1rected agalnst the canal

:or the peaceful tran51t of vessels through 1t.




S Defense R;ghts - cgmparxson of nghts
and Military Advantages. under. the
""""" New~Treat1es and 1903 Treatgﬁ

Q;WOu]-d We 1°se any mj_l;,ta;;y advantage in giving up rights;
. "as if sovereign® in the Canal Zone?  What current .
. militazy actiyities would we have to give up? .

’A:zf-- The Jornt Chlefs of Staff worked closely thh the
. .u.s. negotlators.. hey be11eve the new treatlesf

;'Hsafeguard our defense 1nterests better than the old ;ft

treaty. |
-ahThe rlghts under the new treaties w111 be no 1ess
t{valld than the rlghts we possess todayﬂ.whlch are ::{
i_falso establlshed by treaty. TR . . | S
:.fi;_dAt present the U s has a11 rights 1t would possess4
J;;,lf 1t were soverelgn ln the Canal Zone, and exerc1ses

tcertarn of those rlghts 1n order to defend the canal

.Under the Panama Canal Treaty we Wlll have rlghts to
H;if;defend the canal and access to a11 1ands, waters andf
“5iﬁoafac111ties con51dered necessary for that purpose
':?A separate agreement 9°Verns mllitary aCthLtles
:ﬁhiunrelated to canal defense whlch the U s.:may contlnue
hliﬁto carry out such as troplca1 teStlng' telecommunl-

:gatlonal and oceano-

fcatlons, meteorologlcall“n

act1v1t1es ofhthe Inte'iAmerlcan

jgraphlc act1v1t1es,




‘f?-- Under the Neutrallty Treaty we have freedom to take"*

- . any actlon to protect the canal agalnst any aggress1on

‘57i Neutrality Treaty'-- u. S. Freedom of
i Actlon to Defend Canal '

Does the Neutrallty Treaty llmlt v. S.»freedom of actlon to
defend the canal under the Neutrallty Treaty?

or threat so long as that actlon is to ensure that
”ythe canal w1ll remaln open, secure and acce551ble.;,
' 'Such actlon would not constltute 1nterventlon 1n>”“;
-'TPanama s 1nternal affalrs--a rlght we gave up 1n the:-b"""'E

_1936 treaty w1th Panama._”l




S Defense of ‘the Canal - Meanlng
- of Terr1tor1a1 Integrlty '

A.ﬁ;In the JOlnt statement of understandlng concern1ng th
- Neutrality Treaty we agree not to violate Panama's . ' -
"territorial integrity." How then could we send ln
'forces to defend the canal? : S B
A;,---.'Terrltorlal 1ntegr1ty“ does not have any cod1f1ed
h1def1n1tlon in 1nternatlona1 1aw. *In-the-dlrect ”f
sense 1t 1s commonly understood as the general rlght;
'jof a state not to have terr1tory over whlch 1t exer-g
;»c1ses soverelgnty detached or annexed, or have 1ts
'”7,soverelgnty or Jurlsdlctlon ousted or dlmlnlshed,

‘éthrough use of force.

L V—QPAny U S. actlon 1n defense of the canal would not

'5jpbe dlrected at Panama s terr1tor1a1 lntegrlty but,

'ffgsto keep the canal open to the peaceful translt of;

dii;‘shlps of a11 nations.;wﬂfffﬁrﬁ*folV'

i:qFor the purposes of the Neutrallty Treaty,»the

,’fU S.‘and Panama have agreed that actlon taken by thei

fU S. to defend the canal agalnst z threat to the

;reglme of neutrality, and llmlted to that purpose

~fwou'd not violate Panama s terr1tor1a1‘1ntegr1t'*



L Defense'ofythefCanalffé‘Cdmparisonﬁof15
the Regime of'Neutrality'and Present Regime

. Q: What are the differences between ‘the regime of neu-

“-'33ntra11ty under- the Neutrality Treaty and the present

v regime? © How does it square Wlth the Hay—Pauncefote
treaty?_y;.- - Lo S
'f,“hf{ - The new treaty carrles over the ba31c pr1nc1p1e oft

' fxneutrallzatlon elaborated 1n the 1901 Hay-Pauncefote

f'Treaty and is conslstent w1th the terms of that treaty

:ﬁwhlch would remaln in effect., Her Majesty s Government

"’hhas conflrmed thls understandlng-

“'Most of the textual dlfferences between the two -

”*f-ltreatles center around the fact that the new treaty

"“1nc1udes a serles of speclflc standards not spelled out

"‘1n the former, concernlng such matters as 1nspectlon

””:;fﬁof warships, provxsion for expedltlous translt of naval

qyivessels of the partles charged Wlth malntalnlng canal

fn~neutra11ty, etcl,(See Artlcles III and VI 1n partlcular)'

"cAt the same tlme, the new treaty does not repeatw ertaln.

Ufprov1510ns of the 1901 treaty concernlng such matters




"’of commerce and war of all nations..on terms of

»,fentire equality...,. This reflects the U S.7V1ewl
‘-that, during wartime, our national securityr y
~ 1nterests can continue to be protected and our interestsfwfif
in use of the canal better served, by relying on’ our»hwww
f”military to preclude enemy shipping from reaching

1ythe canal, rather than by giVing the canal operator_

] fauthority to attempt to exclude it through regulatorytfﬁﬁi55?“
A faction.'" o |

ffyArticle V of the new treaty also contains a concept_ﬁ

R A o g e A

o not found in the 1901 treaty. That article prohibits

: “foreign operation of the. canal the garrisoning of:

'foreign trOOps, and maintenance of foreign military

:*:installations 1n Panamanian territory after the year

fﬁ52000.~ This prov151on puts others on notice that
jdneither the U S._nor Panama would tolerate any attemp

'”Qfgto establish foreign domination in. Panama once tha

'?‘fﬁfcountry assumes responSibility for canal operation



Canal Defense - Reorganlzatlon
of U s..Mllltary in Panama

%ATHow w111 the U s mllitary be reorganlzed as a result
L .. of the treaties? How. w111 thelr m1551on change with
... .~ . regard to Panama? I _

-_A;V - Reorganlzation w1ll depend on the worklng relation-
| ffshlp establlshed w1th Panama as the treatles are

»llmplemented Some force reductlons could take,n

'_place, but the dec151ons are the sole prerogatlve
1Pof the u. S. e o S

1 - The new respon51b111t1es of the u. S. forces 1n

'”‘h'ePanama w111 be (1) coordlnatlon w1th Panamanlan

Vf._tmllltary through the Comblned Board,_(2) coordlna-

Vﬁ;tlon concernlng the Status of Forces Agreement

'*;through the Jolnt Commlttee, and (3) prov151on

by the Canal

B ?of a number of servxces now prov1ded

'“fircompany.éirihk‘“
ffo S.;forces w111 probably 1ncrease thelr trainlng

;irole w1th Panamanian Natlonal Guard




Defense nghts —— Role of the Panamanlans

R ,_ffHow will defense coordlnation work until the vear 2000?

7 i The Neutrallty Treaty provides that the U.S. R
©.o-- Panama  "agree to maintain” the neutrality of the ‘Cana
-',%Does that mean both must agree to speciflc measures?

R That general formulatlon in Artlcle IV of the‘"
_ o Neutrallty Treaty permlts the partles to agree on . T

speclflc measures to maintaln the Canal s neutrallty;};};ij

- It does not requlre that they must agree. It permltshgf:”'”

' 1Tgeach party to decide upon and take steps to malntaln R

e the Canal open and neutral., The Jo1nt Statement of Bl

,Understandlng 1nterpret1ng thls Artlcle states

’;-i:spec1f1ca11y that "each of the two countrles
- shall defend the Canal. T
}hhgThe Panama Canal Treaty in 1ts Artlcle IV, also
'"flhﬁcontalns the prov151on that "each PartY"'Shall pro

‘if“itect the Canal

e TP

"“iThe Panama Canal Treaty recognlzes the des1rab111ty
'fffof cooperatlon in defense of the Canal and calls
‘5ffor (1n Artlcle Iv paragraph 3) a Comblned Board}of

’isenlor m111tary representatlves”of the two countrles




a )



A toll 1ncrease of roughly 30% 1s antlclpated
Vi'hln the early years tofggﬁfnthe payments with
'_inflation adjustments for later years.-e,}}”ft
,leThe net 1ncreases 1n transportatlon cost would
Q_be less than l%, with an even smaller percentageg
’“ilncrease 1n final sales pr1ce for any commodlty.;}
It would vary from commodlty to commodlty, but
B 5: would be an extremely small fractlon of domestlcf
vifificonsumer cost.;,i"'v’:‘vly_ e T v'
::T?:Alaska oil golng to the Eastern Seaboard would
'rblncrease by 0. 15 cent per gallon.;f; T”li‘_
ﬁf;For exports the 1ncrease 1n costs}would be a
'&**:ffractlon of one percent.r Our prlce advantages
many . :

}on/exports trans1t1ng the Canal 1s greater than

‘pthis 1ncrease, so 1t could be passed on to buyers.

fThe average transportatlon cost of a bushel of
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‘ o Economic Cogperation -'-V?‘ackage |

T

fR_What_are_the economicmcooperation arranqement§ with
L‘Panama? Why are they not a part of the treaty?

Outside the treaty, Secretary Vance sent a note't
the Panamanian Ambassador on September 7 that the

United States was prepared to develop an economic;

' program of loans, gnarantees and credits of up to

$295 million dollars over a five year period., Thisg

AR Lo N R

- L - g oy AR ad-a DLEN M et RENES SERES Sl
O R Y L Mk ety (Son G A P SNET RED SRS X ORI Rl S5 SRR

L pledge is subject to limitations of U. 5. laws.

- 'u;up to $200 million in Export-Import Bank credits.

’ffﬁp,pup to $75 million in AID hous;ng investment guar-

ﬁup to $20 million in loan guarantees to ‘the -

ﬂf_National Finance Corporation of Panama

“‘In'addition, the United States'agreed to establish a
military sales credit program of up to $50 over'a
,ten-year periodﬁto improve the capabilityfof Panam“‘

NationaluGuard t 'participate in defense of the Canal




'
1
d.
3
Ty
]
3.
X
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%
&
c
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ff”The U .S, d1d not w1sh to make the effectlveness of
the treatles contlngent on the status of theu
igcontemplated programs. Thls 1s why they are not addressed y“#l

n the treaty.

'5-4:The Congress was kept fully 1nformed.

'15f4;81nce the economlc package is for 1oans, guarantees,.ib“
:-Eand credlts,'no approprlated funds, i. e.; tax dollars,: ﬂiﬁf
:-:”jfwould be requlred : (For m111tary asszstance programsf{

*fabout $500 000 a. year 1n approprlate funds ‘would be

Bl o e TR O R T SO ENARIETIIIVORR IR A S L s L RS

Ef;fneeded for a reserve account 1n the Treasury Depart-ﬁf

:fgfment not to be transferred to Panama )
{kfnThe above programs would become effectlve only upon
-”7fg;the concluslon of an agreement to that effect betweenif

771ithe two countrles._f}rh



_.Comparison with Basé Payments

Can you compare the value of the treaty annu1ty
payments to" m111tary base payments elsewhere?

"--- The Canal treaty annulties w111 provide Panama
. 1n1t1ally w1th $50-60 m1111on per year at no
Liu&.cost to the U S° taxpayer.syjy'“" |
'"‘f} ;-— The flve-year base arrangement w1th Spaln.w111:

:gg”cost the U S. taxpayer $l70 mlllion over -

'ﬁfj5a four-year perlod our proposed base arrangement°

?ifwzth Turkey w111 cost the taxpayer $200 mllllon-

‘ fThe package of credlts and 1oan guarantees_to be
v:b;fprov1ded to Panama outslde the Treaty totals;
'$345 m1111on.; Credlts and loan guarantees to'be

'f{ahmade avallable under base arrangem ntshhﬂ"" i

:and Turkey amount to $600 nulllon and $800

,m1111on, respectively







:,- N Implementing Legislation —— Transfer
K ' of U.S. Property ~

.jwon t 1egislation be required to transfer U.S.. pr”

" perty since Article IV of the Constitution gives

" congress exclusive responSibility for disposition,
- of-U.s. property? - , : Ce

HIA:':ée _The treaty was written to be self—executing on.y,

b et i N R, P P L P
S A WA R S fen st SN

~the transfer of U. s. property. ;yff'

71‘--.iWhen ratified by the PreSident w1th the advise'and

jtfif,\?gi"li_’" f-_dconsent of the Senate its proviSions coverinq the;
}i' ' ~['transfer of U s. property w111 take effect as the
éf : supreme 1aw of the land under Article VI of the

"Constitution.'f

"f-—. It is well established that the treaty power extends‘

"‘}7;to all areas within the legislative authority of

:f“Congress that are not expressly reserved by the

:7uiConstitution to the exclusive Jurisdiction ofa

iﬁ"fCongress.rifff?ffftﬂf*ng“iyf;f;55 0

5fThat U S. property can be transferred by treaty

Hfﬁ’alone is plain in the draftinq history Of the

':*ﬂffConstitution and supported by the opinion of th

aspect of the canal treaties

"7fffAttorney General on thisf

wfIt was done in, among others, treaties w1th Mexico

of 1963 concerning*the Cham zalrinﬁTexa ”an"19



New Canal Comm1531on ‘

'{;How w111 the new Panama Canal CommlsSLOn be organized?
.. Who will run lt? What klnd of borrow1ng authorlty
4;:w111 1t have? f,“-'”-'i'.' o /

;ji-- The treaty prov1des that unt11 the year 2000
"5avthe u.s. w111 have the r1ght to manage, operate

- and malntain the Canal and that 1t w111 exerc1se

ththese r1ghts through a U S. Government agency
}ff dffm‘”i;_ '3}f>; to be called the Panama Canal CommlsSLOn,wi‘ir

"“"replaclng -—but—same&aah4m>—- the Panama Canal

"Company° _ ‘ _ _ »
- The treaty 1eaves 1t up to the U S..to

determlne the form of the CommlsSLon._ The

Executlve Branch 1ntends to recommend to the
Congress that. _wfiT'y”’M 'v ”“

"_,- lee the Panama Canal Company,vlt should
':a;;?be a corporate agency of the U S. Government.

'fy_fIt should be a self-sustalnlng agency w1th.

:uf]revenues produced by operatlons to cover

:ﬁifftexpendltures.:;,gﬁ;nfih

gy i AN TN

qﬂ;;As a matter of prudent management 1t should

'"55}fhave contlngent authorlty to borrow from



‘== Unlike the present Canal Company the new Commission

. would have increasing Panamanian participation in

B its management looking"towards the asSumption by

L Panama of operatlon of the ‘canal in the year 2000.

J— Wlth respect to management, the treaty prov1des

that._ |
- The Board of Dlrectors W1ll have flve Amerlcan |
'tmembers and four Panamanlans during the life
‘-yfof the treaty .A quoruml requlres;majorlty |
;of Amerlcans. ' ) ' |
'i f:Untll the year 1990 ‘the chlef executive
:j offlcer (Admlnlstrator) w1ll be an Amerlcan
mfand hls‘deputy a Panamanlan. After 1990,
" the Admlnlstrator w1ll be a Panamanlan and
fﬁffrhls deputy an American. | |
"lf;];ﬁThe Panamanlan Admlnlstrator, or deputy
"*}?Admlnlstrator, as»well as all other Panamaniah.”:

“’j;f?employeesr w1ll be U. S employees subject

'~fto our law, dlrectlon, and removal.

gégpanamanlan members of the Board, always a'_f




What are the salient points concerning Canal Zone
f& employees in the new treaty? T _ ,

é}-- The treaty requires a. 20% reduction w1th1n‘the firs:

'five years of those U S. citizen employees of the
- yPanama Canal Company who were employed immediately -
';vprior to the entry into force of the treaty.»;iﬂi :
'f[To the maximum extent possible, U S.:citizens whoa
“,work for the Canal enterprise Wlll be retained in
'their existing jobs.,wfff* | . | |
'fIn general, the same terms and conditions of
;‘_employment that are in force immediately prior to »
‘:3ﬂf;fthe start of the Treaty w1ll apply.rﬁ
zdgi‘Any employee whose job is adversely affected or
';?who chooses not to continue with the new Commission1
.fiwill receive Job placement assistance for otheri
;’*flfederal openings.f All employees'Willzaeuaccorded a
}liberalized optional early retirement program;'
fMost new U S.;citizen employees will be‘rotated
_%every 5 years, although those employees?who possess

'}ffnon-recruitable or non-transferable skills might




57];;-- U S.vemployees w111 retain cOmpany houSing a

Tf;i;reasonable cost under the new Comm1s51on

'ii:Canal Commiss1on will not have authority to
f[!operate special stores for Canal employees,
”;{ifybut U. S. employees w1ll have commissary privi-
—_:1eges for 5 years after the treaty entersvi"f“
Tfoiforce. , 5 ‘y \”. | N ‘ ,a
ﬁff;—’U s.lc1tizen employees and their dependents

f;ﬂ)to be tried for crimes by Panama w1ll be

-‘entitled to procedural guarantees spelled outj

wﬁf_in the agreement and w111 be permitted to
:Ui;serve any sentences in the U S. 1n accordance
'ileith a reciprocal agreement to be negotiated.h
"vaor 30 months the U S.-w1ll retain criminal o

'vjurisdiction over 1tS nationals for crimes

*iffcommitted prior to the entry into force of

'*fmithe treatyo; Thereafter Panama Wlll have
'“fffcriminal jurisdictlon, but has agreed that,
ﬂif”fas a matter of general P°11°Y' 1t WIll waive

5#*jurisd1ction in favor of the U S., at U S
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Human Rights |

How would You describe the human rights situation_in
- Panama? What has the U. S. done to improve it? Should
"we sign treaties with this government when we cut off

~~aid to other Latin Amerlcan countrles that v1olate human

'-’-'rJ.ghts'>

?fdelolatlons of human rights have been eplsodlc and

'gobservanCe of human rlghts has been ;mprov1ng.

~.-==  Panama_has recently received a visit by the Inter-

o ;Americaanuman Rights Commission to inspect the situation.

L - ,Amnesty International has reported that the most serious

.violations occured before 1970. Its reports for 1975-76

- and 1977 did not contain a section on Panama.

'51--{-There is no evldence that the government makes a PraCtlce

Veof arbltrary 1mprlsonment torture, or murder for

v.tpolltlcal-purposes.

B ~fn-4ﬁ'We have dlscussed the admlnlstratlon s pollcles on

‘hfhuman rlghts w1th the Government of Panama, partlcu—

'*lhf_larly w1th regard to the exlle of 14 Panamanlans in

“

'?iJanuary 1976* The Government of Panama reallzes the
fllmportance of a good human rlghts record in 1ts rela-

ﬂ:tlons w1th the U. S. In recent months, many exlles

v';_jhave been permltted to return.»



‘ -, —- Since there is no con51stent pattern of vgross 7
S ' v1olat10n of human rlghts now, we would not cut
'foff a1d to Panama as we: have to countr1es where
fthere ;svsuch‘aupattern'of‘v;olatlon,
'”‘fbin-any-case;*the question-of*humanRrights*should
| .not be llnked to the treatles whlch were. negotlated S
hto protect U. S 1nterests in the Canal
7:,~épFreedom House, a pr1vate . S.-foundatlon that hasﬂh
"fibeen cr1t1cal of Panama s human rlghts record has
Fsupported rat1f1catlon of the treatles. -
,{—-'A spokesman for the Panamanlan Commlttee for Human
”:;nghts, a group of exlled opponents ‘of the Torrljosl:pi
. "_"":govermnent, has testlfled before separate congre551onal
BorgeS ””‘;icommlttees that the issue of human rlghts in Panama 'p;‘“
| io{ﬂ?should not be linked to the treatles.aff | | .

"'ConcluSLon of a treaty w1th a’ forelgn government does‘;;f s

;7not mean we approve ofthat government.f,ff:pi}







- _Panama's Economy

HfWhat is Panama s economic situation? "Will it be” strong,
::.~. enough for Panama to assume control of the canal in 2000?
o Will the treaties help the economy? e

?ﬁ;f{;&j?ehé'i” Panama s economy had an exceptionally high rate.of
' growth in the 1960 s, -one probably not sustainable
;_over the long term Growth started to fall off in T

”fgthe early 19705 and the rise in Oll prices and the

world rece551on accelerated that trend

‘e_;-f ‘To keep demand and employment at an acceptable level,

.\the government has carried out a large public invest-

"*ment program. To. finance the program, Panama became

’;ga heavy borrower in the international market.'fb;;ﬁ




J’ffexploit land and water areas not needed to:

'n~operate the canal

We believe the economy w111 be strong enough;in&

:1754the year 2000 for Panama to take control of the

i*canal. Panama 5 current GNP is $2 billion,

: giVing a per capita figure of $1 200. It has af

Vf“strong free enterprise economy, though w1th som

"'weaknesses.; The treaties would allow Panama toigo
_gahead w1th olans to enlarge itsrole as a service\‘
ﬂcenter for shipping and regional trade activities

'The treaties also proVide for training the Panamanian'

”'7ﬁ;fwork force to take over the canal.if“




‘J?iﬁaileoﬁt7for Amerioan Banks

- Were the treaties and economlc package reallyfa bail

No., The positlon of Amerlcan banks in Panama was

'gnever a con51deratlon in the negotiations.33:"A'

'f‘Panama s 1n1t1a1 negotiatlng demands for payments far

f*'f{_exceeded what could have been Paid °ut °f the most
.:f'optlmlstlc estimates of canal revenues.a We in51stedf'

‘payments must be made solely from canal revenues and

s i v e i G AT

 our pos1t1on was accepted.,

- The”eoonomio;paokage'negotiatediseparateiy f?@“ﬂ#heﬁ

"t*g_'treathwasﬂto:strengthenWPanamaFs”economyfand‘deveiop

’}]*ment w1th no conslderatlon of the 1nterests of Amerlcan

':'j!JThe Government of Panama had borrowed from U.;}

ionly $350 m1111on at the end of 1976.; A Federal Reserve
?;flgure of $2 9 blllion for clalms by U S banks against
~qupanama in June, 1977, represents 1arge1y banking trans-

“fiactlons pa551ng through 1nternatlona1 branch banks in

‘public debt-service payments are being mad




)
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. Reaction of Our Allies and LA£1ﬁ'ﬁéfgﬁpof§

-fo phasing out U. S.vcontrol of the cana1, will ‘our
- allies perceive a weakening of U. S. resolve to protect
. its interests and those of the free world? How do our
. allies and Latin American neighbors, many of them
‘principal users of the canal, react to prospects for‘
substantial toll - increases? o St
== Our principal a11ies--West Germany, France, Great

jBritain, and Japan--support the new treaties.

' They see the treaties as evidence of a maturing
s_tU. s. foreign policy,,of the U. S. identifying its
_1ong-term interests and mov1ng to protect them

igyithrough negotiations to establish a durable agree

s ”."'rhey have not objected to. the prospect °f t°11 i“
?'ifcreases. Rather. they see the agreeme“ts as assuringf
”:*?f;the continued availability Of the canal to7their

;commerce on equal terms.

Twenty-five Latin American countriesﬁand-Canada

gshowed their support by participating in the treaty
;fsigning ceremony in Washington on September 7 and by
?signing the'Declaration ofﬁwashington expressing

nprofoundwlatisfa tion at the signature“ ofrtheinew




- ?iNo nation has obJected to the prospect of toll in-

"f::creases to cover payments to Panama. The treaties;

‘xrequire the canal operator, the U. S. until the =

' fyear 2000 and Panama thereafter, to charge reasonable:"f”- -

Uﬂirtolls, ‘A reasonable return to Panama is consistent':

"Pig;.With that obligation. The current to11 rates, barely.;ﬁ;,”:

E above those of 1914, are in effect a subsxdy to usersﬂffhi”f

335 _.that we. have no obligation to maintain._f




;A;.'Communist_lnfluence-ésovietj
- -__And Cuban Ties to Panama -

»iﬁaw'are'pahAmA's relations with the USSR? ZWith-Cuba?
Is Cuba providing any military assistance to Panama?

' Panama does not have diplomatic or trade relations
t:i with the USSR. In July, 1977, five Soviet trade
specialists Visited Panama and discussed possibili
j',__ties for a factory to’ repair heavy-duty equipment.
" a Soviet contract to build a hydroelectric plant,
'~ga Soviet bank- the purchase of Panamanian sugar,_
. and Soviet commerce in the Colon Free ZOne., No
"_Jformal agreements were reached.” We do not hnow‘
ffof any follow-up discussions.ﬁ We attach 1itt1e1;
| significance to the v1sit.v Many Latin American

’ f»countries have trade relations with the USSR'

'*LTJCuba and Panama established diplomatic relations

'”5}iin 1974.~ The total Cuban embassy staff is between
25 and 30, down from 40 to 50 in 1975 ' 'Relations
fgv}are correct but not particularly cordial

;;iabout $lO million a year, consists mostly of Cuban

;purchases of non-Panamanian products throughithe




General Torrijos visited Cuba in January 1976
:Feexpressed admiration for Cuba s material accomplis"
f‘ments, but said in Cuba°¥-“Cuba has found its road‘

f{to socialism, but that road is not Panama 3', Be

'ﬁfhas expressed appreciation for Cuba ) support on*

3-nthe canal issue._.7*'
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Sea~Level Canal

' What does the Sea Level Article (Art. XII) really mean? -

== In Art. XII, the U.S. and Panama agree to uhdertake

a joint feasibility study for a sea-level canal and,
if they agree such a canal should be built, they will
agree upon the terms and conditions for.its con-

struction.

In 1970, the Atlantic-Pacific Interoceanic Canal

Study Commission, a U.S. agency established by act

of Congres completed a six~year study of possible
alternative routes for a seaelevel cana 1cluded

that from an engineering standpoint the two preferable
routes for such a cahal were in Panama. The con-
clusions of that study were reaffirmed by the Department

of Transportation after reviewing the study in 1977.

Panama agrees not to permit construction of a new
canal in its territory during the life of the treaty

without U.S. agreement.

In exchange for this important right to control con-

~struction on the most likely, inexpensive and feasible

route for a sea-level canal, the U.S. agreed not to .

'negotlate with any other- country for a rlght to con-

'struct a sea-level canal through ‘any other Western

AHemlsphere natlon. Our negotlators judged that we

,‘got the best of the bargaln.



-~ In addition, the U.S. will have the right through-
out the term of the basic treaty to add a third lane

of locks to increase the present canal's capacity.
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9. The Torrijos government viqlates human'rigggg.

Panama is aware of our concern about some of its practides‘
and has acted to modify some of its objectionablé’laws, ~In any
event, we should treat human rights and the Canal issue separately,

as does Freedom House which criticizes Panama's human rights

record, but supports the treaties.

10. The Torrijos government is anti-Semitic,

Panama's Jewish community leaders have categorically denied

the charge. There is no basis to it.

l1l. Panama and Libya have agreed to make Panama a base for Arab

terrorist activities in this hemisphere.

Not so. Their agreements were routine and reflect no special
relationship between the two countries. Indeed, Torrijos! recent

visit to Israel has strained relations with Libya.

- 12. We should not sign any tfeatyﬁWith'a dictatorship like the

Torrijos government.

The feeling by Panamanians of all political persuasions that

the present arrangement is unfair and unjust is quite independent -

of the current leadership in either Washingtonrdr Panama. Panama's

plebiscite shows strong public support for a treaty.

-13. We need pérpetuity._

In 1903 a permanent U. S. presence See ressary to eradicate

Q‘ v

—disease, construct and operateé the canal. (The canal area
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I. PANAMANIAN RELATIONS AND SECURITY MATTERS

Membership on Environmental Commission,
Consultative Committee, and Sea-~Level
Canal Study Committce

Under Article VI of the Treaty a joint U.S.~
Panamanian Commission on the Environment will be
established. Article III provides for the estab-
lishment of a joint Consultative Committee while
under Article XII a joint committee to study the
feasibility of a sea-level canal may be established.
A procedure for appointing the U.S. members of these
bodies must be established.

Sea-Level Canal Study

With respect to any sea-level canal study, the
Adminisktration intends to recommend that any such
study be forwarded to Congress and that the construc-
tion of a sca-level canal be made subject to express
Congrcssional authorization.

IT. PANAMA CANAL COMMISSION

Organization, Structure and Responsibilities

Article ITII(3) of the basic treaty provides that
the United States shall exercise its rights and re-
sponsibilities under the treaty through a United
States Government Agency called the Panama Canal Com-
mission. The treaty specifies that the Commission
shall be supcrvised by a Board composed of five U.S.
nationals and four Panamanians and that the Adminis-
trator shall be a national of the U.S. and the Deputy
Administrator a national of Panama until 1990. There-
after the Administrator will be a Panamanian natiocnal
and the Deputy Administrator a U.S. national.

Aside from these provisions, all other aspects
of the Commission's organization structure, and
responsibilitics are to be determined in accord-
ance with U.S. law. The Board members and officers
would be appointed by the President. A gquorum of
the Board should consist of a majority of the Direc-
tors, of which a majority of those present are U.S.
citizens. The Commission could be constituted as a
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new federal agency, as a component of an existing
agency, or as a corporate successor to the present
Panama Canal Company. The latter option appears to
be the most desirable in view of the success of the
existing corporate entity.

Borrowing Authority

At present, the Panama Canal Company has stand-
by authority to borrow funds from the Treasury. The
Administration intends to recommend that this borrow-
ing authority be continued.

Interest Payment

The existing Panama Canal Company makes pay-
ments to the Treasury designated as "interest" on
the "net direct investment of the U.S." in the Canal.
Although the 1977 treaties do not preclude the con-
tinuation of this practice, these payments would place
a significant burden on the tolls structure during
the period of U.S. operation of the Canal. Thus,
the Administration intends to propose to Congress
that the Commission not be reguired to continue
these payments.

Inter-agency Transfers

In order to facilitate efficient utilization of
U.S. resourcces in Panama, inter-agency transfers and
cross—-servicing agrecments should be authorized. 1In
addition, the Department of Defense should be auvthor-
ized to operate schools and hospitals presently opcrated
by the Canal Zone Government on a reimbursable basis.

Payments to Panama

Article XII1(4) of the Treaty provides that
Panama shall receive from operating revenues of the
Conmission {1) $.30 per net Panama Canal ton of
vessels transiting the Canal and (2) a fixed annhual
payment of $10 million. Article III(5) of the Treaty
obligates the Commission to reimburse Panama $10
million annually for the cost of providing certain
public services., This amount (which was based on
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our best estimates of the cost to Panama) is to be
readjusted every three years based on a demonstra-
tion of their actual costs. The present payments

to Panama of $2.3 million are made through a special
State Department appropriation. It is contemplated
that the present appropriation would be discontinued
and that the Commission would be authorized to make
these payments from operating revenues.

The Commission would also be authorized to make
the contingent payment pursuant to Article XII(4) (c).
Accounting rules should be established to determine
the availability of funds to make the latter paymrents.
These should provide that, prior to any contingent
payment, there shall be subtracted from operating
revenues all expenditures including fixeqa payments
to Panama, operating expenses, prior deficits, antici-
pated capital reguirements, and amounts payable into
accounts established to provide for the impact of in-
flation during the effective period of a given toll
ratc,

Authority to Establish Tolls

Article XII(2) (d) grants to the U.S. full au-
thority to establish and modify tolls although it
is expected that the U.S. will consult with Panama.

Toll Rate Bases

In order to insure that tolls will be established
at a level which will enable the Commission to oper-
ate on a self-sustaining basis, a tolls formula
should be utilized which takes into account the
following elements:

1. Anticipated costs of maintaining and operat-
ing the Canal,

. Fixed payments to Panama under the Treaty,

2
3. Any operating deficits from prior.years,
4. Anticipated capital requirements, and

5

. The impact of inflation over the projected
period of a given toll rate.
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. The formula would not include the contingent
payment under paragraph 4(c) of Article XIII.

Notice Period for Tolls Increase

Congress may wish to shorten the present notice
and comment period of six months prior to a tolls
incrcase. A shorter period would enable the Com-
mission to respond more rapidly to changing economic
conditions which necessitate adjustment of toll rates.
It may also be neccssary to provide for an abbreviated
notice and comment period so that toll rates in effect
when the Treaty onters into force will accurately re-
flect anticipatecd revenue needs at that time,

Special Tolls Arrangements

It is anticipated that special arrangements con-
cerning the payment of tolls by military vessels of
Colombia will be continued. Regarding the payment
of tolls by U.8. Government vessels, the present
system of indircct paymant through an offset against
interest payments should be converted into a direct
payment if intercst payments are discontinued.

IIT. EMPLOYEES AND POSTAL MATTERS

Employee Benefits under the Treaty

Article X of the Trecaty provides that the U.S.
shall establish employment and labor regulations for
all categories of Canal Commission Employces. These
regulations will implement specific guarantees con-
tained in Article X for the benefit of both U.S.
and Panamanian employees. 1n addition to the place-
ment and early retirement benefits discussed below,
Article X contains such basic guarantees as the right
.to bargain collectively, the continuation of terms of
employment no less favorable than those in effect pri- -
or to the Treaty, and the principle of non-discrimination.

Additional Employee Benefits

In addition to the benefits provided by Article
X, the Administration has under consideration addi-
tional provisions for the benefit of U.S. employees.
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These include educaticnal travel benefits, adjustment
of compensation to reflect any cost of living in-
crease resulting from the withdrawal of post ex-
change, commissary, and postal privileges five years
after the effcective date of the Treaty, and authoriza-
tion for the continuation of overseas recruitment and
retention remuneration for current employees and future
employees recruited in the U.S.

Early Retirement and Placement Assistance

Article X of the Treaty requires the U.S, to
provide an appropriate early retirement program for
all Panama Canal Company and Canal Zone Government
employees, and, to the maximum extent feasible, to
place any such employeces whose jobs are discontinued
in other U.S. Government jobs.

The Administration is in the process of formulat-
ing proposals to implement these commitments. The
Administration intends to propose that placement as-
sistance be extended to all U.S. Government employees
in the Canal Zone or in Panama, although the Trecaty
only requires that Canal Company and Canal 2Zone Gov-
ernment enployees be afforded assistance.

With respect to carly retirement, the Adminis-
tration's proposal will offer some benefits to em-
pPloyees of othcor agencies in Panama as well as to
the Canal Company and Canal Zone Government employ-
ees. The carly retirement program will not require
employees to cxercise the early retirement option
inmediately. This will reduce the cost of the pro-
gram and encourage skilled and experienced workers
to stay with the Conmission,

Postal Matters

Provision should also be made to discontinue
the Canal Zone Postal Service and to honor out-

standing postal savings certificates and money
orders.

IV, COURTS AND RELATED FUNCTIONS
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Modification of Existing Law to Reflect the
Termination of U.S. Jurisdiction ovcr the
Canal Zone

U.S5. jurisdiction over the Canal Zone will
terminatc when the Treaty comes into force, Changes
in the numerous statutes which refer to the Canal
Zone may be effected by a generic amendment. It
will be neccessary to repcal provisions of existing
law which cstablish the Canal Zone and its Govern-
ment, as well as other provisions which would no
longer be appropriate under the new Treaties,

Judiciary and Law Tnforcement during the

Transition Period

It will be necessary to conform present U,S.
judicial and law enforcement functions to the pro-
visions of Article XI, which establishes a thirty-
month transition period during which the U.S. will
continuc to excrcise enforcement and judicial func-
tions.

Immigration

In connection with the termination of the Canal
Zone, the Adwinistration is considering a proposal
which would liberalize immigration requirements for
certain non-citizen U.S. cmployees.
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Dear Seénator:

As debate begins on the Canal Treaties, questions have
arisen about the financial viability of the Canal under the
new arrangements and also about financial obligations the
United States will incur as a result of the new Treaties.
Enclosed are answers to some of the principal questions
which have been raised.

In the last analysis, the U.S. security and commercial
interests these new Treaties are designed to serve cannot La
measurad in dollars. Under the past arrangements, the
benefits that we have received from the Canal have far .
outweighed the ccsts of construction, security and the
nominal annuity paid to Panama. We feel the costs asso-
ciated with U.S. operation of the Canal between now and the
year 2000 will be more than offset by the benefits derived
from our continued use of the Canal during an orderly and
efficient transition to Panamanian management, and from the
continued maintenance of U.S. troops and facilities in
Panama for the next 22 years.

With best wishes.

Sincerely, g
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Harold Brown = Cyrlhs Vance
Secretary of Defense Secretayy of State i

Z Hhyerde .

Clifford L. Alexander, Jr:

Secretary of the Army DECLAS
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ATTACHMENT

Can %the Canal veally meet its costs on the hasis
of tolls alonea?

All the studies relating to the costs of operating
the Panama Canal, and to the possibility of in-
¢creasing Canal tolls, indicate that revenues will
meet expenditures, including the payments tQ be
made to Panama under the new Treaties.

Since 1915 toll revenues have risen from $§4 million
to $165 million in FY 1977. Traffilc is projected
to increase at an average annual rate of 2.2 per-
¢cent until the end of the century. The best
available studies project revenues as follows:

Canal Revenue

Toll Increase 1980 1983
($ MilTicns) ($ Millions)

0% 197 | 205

25% 243 . 248

30% . 250 ' 254

Various estimates have bean made ©f the Panama
Canal Commission’'s operating costs. An exhsaustive
study on Panama Canal Commission cost projections
has just been prepared by Arthur Anderson and
Company for the 1979-1983 period. These pro-

_jections conclude that Canal costs, including

payments to Panama and taking into account in-
flation, will range between $238 million to $247
million in 1980 and between $237 million and $262
million in 1983.

Our negotiators made their calculations on the
basis of a toll increase of 30 pexcent. Our
studies indicate that even larger toll increases
could be applied if necessary, to produce addi-
tional revenues. While the range of uncertainty
increases for the later years of the Treaty
period, we believe it is reasonable to expect that
the Canal enterprise can meet all its operating
costs, including payments to Panama reguired by
the Treaty.
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Won't toll incrsases mean la2ss traffic and less

inczme?

A study of Canal traffic and revenue forecasts
recently completed by International Research
Associates concludes that substantial increases in
tolls will produce a substantial increase in total
income daspite some drop-off in traffic. A 30%
toll increase would generate 27% additional
revenue in the first vear, dropping to a stable
22% increase after seven years. A toll increase
of 75% would increase revenues 58% in the fixst
year, dropping to a maximum attainable stable
increasa of 40% after 7 years.

What about the hidden costs of higher tolls to
the American consumers?

A toll increase of 20 to 30 percent over existing
levels will have a minimum, if not negligible,
impact on our trade and economy. A toll increase
of about 30 percent will inveolve a total trans-
portation cost increase for Canal shipma2nts of
less than 1 percent. Users of the Canal would pay
only about $50 million more in tolls per y=ar on
cargoes’ that have a value of roughly $50 »illicn,
or one-tenth of 1 percent. Of the $50 million,
U.S. business and consumers will be the ultimate
payers of only about $15 million. The averall
impact will therefore be negligible both in terms
of American businesses and the purchasing power of
the consuner.

How can we be sure the Panamanians will maintain
the Canal so it can, in fact, stay open?

Under the new Treaties, Panama's self-interest
will give that country every incentive to maintain
the Canal and operate it as efficiently as possible.
Furthermore, over the next 22 years, the United
States will be working with Panama toward this
end. Pursuant to Treaty provisions, we will
establish training programs and provide on-the-job
experience at all levels. Under our guidance,
Panamanians will increasingly participate in
management. Approximately 80 percent of the
current work force is Panamanian, and there is
every resason to believe that by the year 2000
Panama will be fully capable of operating the
Panama Canal.



Will the Treaties reguire anv aporooriated funds?

Payments to Panama under the Panama Canal Treaties
will be mace from Canal revenues, not tax dollars.
Moreover, all operating expenses of the new entity
will be paid from Canal revenues.

Administration spokesmen have testified on several
occasions before Congressional Committees that the
transition from our present role to our proposad
role under the new Treaties would entail some
costs in the U.S. budget. One major cost would be
relocation of Defense installations, estimatad at
$43 million for the first three years. Another
would be an esarly retirement program for Canal
enterprise and certain other employees. The Canal
Treaty provides for an optional early retirement
program as an emplcyee security assurance for
these employees. The design of the program,
howaver, will bte at U.5. discretion. The programs
which have been discussed within the Administration
range in cost up to $150 million. There will ke
additional DoD cocsts resulting from a merger of
the Canal Company and DoD activities, and assump-
tion of any non-reimburseable c¢osts for health,
education and other support functions. The total
appropriations impact over 21 years based on
present information is unlikely to be much more
than $350 million. ©None of the appropriated funds
for these costs would go to Panama.

Are there other budgetary implications?

Although not required by the Treaty, the Admini-
straticn will recommend that the Treasury cease
collecting annual interests payments from the
Canal Company which have been paid since 1951
and which are currently averaging $18-$20 million.
It will be up to Congress to decide whether to
accept the Administration's recommendaticon. The
Adnministration's recommendation is bkased on the
fact that we have always treated the Canal as a
public utility, the use of which benefits the —.
country as a whele in peace and war.

A separate economic and military cooperation
rackage of $345 millicn over five vears -- all in
repayable loans, credits or guarantees - is
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planned. This package depends on cdavelopment oi
programs tO neet existing Congressicnal establishad
criteria. Only about $5 million in appropriated
funds would be required to support the repayment
guarantees for the military credit program as a
reserve fund; none would be paid to Paznama.

What about the contingent $10 million pavmant?
Will we be oblicated to pay ofi on that in the
year 20002 Wwill it be paxrt of the toll base?

The contingent $10 million annuity is payable only
if 'operating revenues produce a surplus over
expenditures, which include among others the
variable annuity due Panama of $.30 per Canal ton
and the fixed annuity of $10 million. The con-
tingent annuity will not ke figured in the cal-
culation of the toll base.

If the surplus is insufficient to cover the entire
payment of the contingent annuity, the shortfall
is carried over to succeeding years. Since pay-
ment 1s contingent on available surpluses, the
United States is not obligated to pay off on any °
accumulated unpaid balance in the year -2000.
Panama's negotiators have acknowledged this fact.

What is the valus of property to be transferred
to Panama under the terms of the Panama Canal
Treaties? :

Canal Company and Canal Zone Government property
which will be transferred to Panama during the
life of the Treaty had a net bock value in 1977 of
$§96 million. The Canal, its related installia-
tions and other facilities which will be trans-
ferred upon termination of the basic Treaty are
expected to have a net book value in the year 2000
of $98 million. Thus the monetary grand total of
existing Canal Company and Canal Zone Government
property to be transferred to Panama by the terms
of the Canal Treaty is $194 million. Panama weculd
also receive capital improvements to the Canal ard
its facilities made during the Treaty's lifetime
which the Canal Ccmpany, based on planneéd capital
improvements, currently estimates at $454 millicn.
The true value of the Canal and its releted
assets, however, cannot be measured in terms of
cash investments. The true value to the United



Statas is measurad in terms o our ability to
continue to use the waterway.

The approximate acguisition and improvement costs
as of FY 1978 of military facilities to be turned
over to Panama:

Treaty starting day $§,27.5 million
Other facilities to be

turned over sometime

during the Treaty term $ 33.5 million

On termination of the Treaty $291.9 million

Total cost of military
facilities ' $352.9 million

Q: What will be the military relocation costs to
meet the reguirements of the Treatiss? Why should
we bear any costs?

A: Lieutenant General Mcauliffe, Commander-in-Chief,
United States Southern Command, has made an
initial estimate of the costs required for the
first three years:

Relccation of Albrook $19.9 million
(east of the runway) :
AFB facilities

-+ Relocations from Ft. Amador 17.4 million

Relocation of Curundu
Antenna Field 5.3 million

Rehabilitation of postal .
facilities .3 million

$42.9 million

These are preliminary figures which have not yet
been subjectsd to any budget review procsss.
Somes costs are still under study and nct avail-

“able; e.g., those involving the exchange service
warenousing complex, <osts associated with sur-
veying boundaries, installation of fencing,
lights, etc.



The Treatv provides that we will meintain a
military force in Panama until the end of the
century. With or without the Treaty some re-
location would be recommended in the interest
efficiency.

of



