O\
J-an

R T W

Bogcrable Stewart L. Udall
Secretary of the Irtericr
washington, b. C, 20246

Dear Mr. Secratery:

¢his i in response to Mr. Robimson’e letter of Arril) £,
1565, reqguescting that the Trust Ferritory of the Facific
Islande be reclassified as part of "united States Terei-
tories and Areas” under Circulars Ec. A-65 anc A-58.

The guosticn wae quite timely, since . in eonnection with
the recert revision of Circuler A-58 we heve been Iecon—
sidering the incongistent current treatrent of the rederal
Government's transactiens with the Trust Terxitory.

Our reviewv indicates that several considerations are
involved. ®hile the Trusteeship Agreement with the U.K,.
gives the U.8. very broadé povers of sdministration, legis-
lation ané jurdsdiction over the Rrust Terrxitory, the
U.&. does rot claim sovereignty over the sfes. The
Ferritery i= corsidered a “foreion country” ander the
Federal Tort Claime Act and the Internal kevenu:s Code.
gr sdaition, i1t is commonly excluded from the eperation
of most favores mation clsuser in trestles of commerce
and pavigation end imports fros it arec subject to U.E.
rustoms duties,

whe funds which Congress eppropriates to administer the
srust Territory can reasonzbly be conslilered as special
foreign assistance to & less Saveloped country. Indeed,
our grante to the Trust 2erritory norszlly appesr ir
reported totals of foreign assistarce. (Another analegy
tc foreigrn less developed countries is the presence of a
large number of Peace Corps voluntears,)

The use of U.8. currency mentioned 4a your letter does nct
appear to have any special significance, since U.f. cusrency
ie alsc the primary medjum of exchange in the Ryukyu Islands
aré Lineria., Ror coes the extension of the U.Z. postal
syster, which is a matter of a"ministrative convenlence,
provide support for reclassifyicg the Trust Territory.
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As yoa know, the mosat closaly related statistical reports,
such as the Commerce <ata oan trade and ald. the nsw Treasury
tabulations on foreign grants and credits, arnd the suwmarics
on 3imilar toples published by the inited mations apld the
Organization for Zcormomic Cooperationa and Development,
Development Assiatance Committee, all treat U.S, trans-—
actions with the ”tust ?ar;itsty aa foreiga tranzactions.

. Por the fereqeinq reasons and in the absence of any eom-
pelling arqument, in our judgment, in favor of classifying
the Trust Territory as part of *U,.8. Tsrritories and Aress.”
we believe that the classification now provided (n Cir-
culars A-65 and A-52 is proper and should be ratalined.

This is 2lso the view of ths officials directly responsible
for the preparaticn and ouplication- of official U.5. sta-
tistics. Acecrdingly, to assure the comsistent application
of these policles, vou are requested to iaclude the trans-
actionn of your Department with the Truat Territory ia zll
future sodmiseions under the reviged Circular e, A-39.

Sincerely,
IBIEﬁéa) Charles J. Zwick
Charles J. Zwick
Director
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