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UNITED STATES | i
DEPARTMENT OF THE INTERIOR

OFFICE OF THE SOLICITOR
WASHINGTON 25, D. C.

don. Ceorge Cochran Doub AR 2 1989

Asgistent Attorpney Generel
Depertment of Justice
Hashingbon 25, D. C.
Attenticn: Mr. George 5. leonend

Be: Cladm sgednst the Mleronesia Metal
and Equipmeat Company

This will refer to the Navy lepartment’s letter to yow of
February 4, 1959, relsting to certein claims arising in the Saipen
bistrict of the Trust Territory of the Pacific Islands sgainst
the Micronesis Metel end Egquipment Compeny, and to discussions on
Februery 12, 1953, botwesn represeatetives of your Depsotmont, the
Havy Deperitwent, snd this Department concerming such claims. As
you are sware, the Micrunesio Metel and Zquipment Compeny is also
indebted to the Govermment of the Trust Territory of the Pacific
Islands, for which this Department has admindstrative responslivility.

Before describing further the claim of the Trust Territory
Governmnent, I should like to provide you with certaln information
concerning the neture of the Inlerior and Hevy responsibiiities in
the Trust Territory. The srea known &6 the Trust Territory of
the Pacific Islends comprises the Caroline, Marsball, end Marisas
Islemds (except for Guem, which is & territory of the United States
and thus not o pert of the Trust Territory), vaieh werc mandated
to Japen under the Iesgue of Netions prior to World 4Yer II. Pursusnt
to 8 Trusteeship Agresment with the Security Council of the United
fistions, the United Stetes is now the administering suthority for
the Trust Territory. The Trustecship Agreement, (6L 3tet. 3301),
which was entered into pursuanmt to Chapter XII of the Charter of the
inited Hetions spd pursvant to the Joint Resolution of July 18, 1947
(61 Stat. 397), deseribes the povers sod cbligetions of the United
ftotos.

From July 3, 19%7, wotil July 1, 1991, respoasibility
for the civil administration of the Trust Territory wes delegated
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Lo the Secretary of the Javy, "om an interim basis”, under Executive
Order Ho. 5875 of July 18, 19k7. BEffective July 1, 1951, edministrative
responaibility for the Trust Territory wes trensferred 4o the Secretary
of the Interior by Executive Owder 10265 of June 29, 1951. Snbsequently
the islands of the Northern Mariemes, except for Rota, wore —esbored

to the sdministrative respousibllity of the Navy Department (Sxecutive
Orders Fos. 10K08 of November 10, 1952, and 10470 of July 17, 19%3).

The principal ilslend so restored to the Navy wes Selpan, which 1s

now the seat of the Navy's govermment in the Yorthern Moriasas.

In the portion of the Trust Territory remsining within the
respoasibility of the Interior Department, the Depertment's sdminis-
tration is cerried out by means of & governmental unit kpnown as the
Govermment of the Trust Territory of the Pacific Isiands. Aathority
for the existence of this govermment is found in the Act of June 30 »
195k (60 stat. 330), which provides in pertinent part that "until
Congress shall further provide for the govermuent of the Trust
Territory of the Pacific Islands, all executive, leglsletive, and
Judicial mathority necessary for the civil sdministration of the
Trust Territory shall contimie to be vested in such persca or
persons aund shall be exercised in such manner and through such
agency or agencies as the Presldent of the United States moy direct
or authorize”. Pursuast to Presidentiel directives contained in
the Executive orders cited above, the Secretary of the Imterior
issued Order No. 2659 on August 29, 1951 (16 F.R. 9052), the purpose
of which was "to delimit the extent end nature of %he suthority of
the Coverument of the Trust Territory of the Pecific Islands”.

Under this order, the chiel executive of the Trust Territory
Govermment is the Migh Commissioner, who is appointed Ly the President.
The High Commissioner holds all executive suthority, subjeet to the
supervision and direction of the Jecretery of the Interior. Legisle~
tive pover le vested in him as well, and he 1s suthorized by existing
law (section 25 of the Code of the Trust Territory, confimmed by
Secretarial Order No. 2658), to promlgate new Laws Tor the Trust
Territory and to chenge existing lew. There exists a Judiciary
independent of the High Commissioner, the principal members of which

@ppointed by the Secretary of the Interilor.

For your further informaticon, this Department does not
conslder thet the Govermment of the Trust Territory is, in the usual
sense of the tem, en agency of the inited States. Despite its lack
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of orgenic legislation, the Govermnenit of the Trust Territory

hes most of the atiributes of o govermuent: an executive,
appointed by the President, who bas leglslative es well oo
executive authority; en independeat judiciery; revenues which

are ilocally colliected, vhich ere deposited in the locsl tressury,
and wirich are expended under the authority of the ilsws of the
Trust Territory; and Federal grants, vhich sre singled with local
revenues, videh becowe o port of the locel treasuyy, and which
are regerded es Trust Territory property. In oddition, funde
made gvalleble to the Trust Territory Covernment for aeladinletra-
tion {i.e., the Federsl gromte reforred to above), ere not subject
to the Limitations which spply to appropristions for the executive
bronch of the Federal Goverpment, and most of its asployees ave not
employees of the United States. (n the besis of these factors,

ve conslder that the CGovernment of the Trust Territory is oot an
egency o inotrmamentel ity (::i the United Sbabes, se thel torw jo
penerelly employed In the lave of the United Ftates.

¥or this remson, the claim of the Trust Perriiory Govermmout
agadnst the Mlicronesia ¥Metal und Bguipment Compeny does nob, in our
Judgment, constitute o cledm of the United States; but in view of
the direct relationship between such Govermsent and this Department,
we hope that you will be gble to act on bebalf of the Trust Territory
Govermment in aiding in the satiefoetion of its clalm ageinat the
carpovation.

With its lotter of Pebruary 4 to you, the Nevy Depsriment
enclosed & copy of the basic contract bebwsen the Trust Territory
Govermment and Micronesie Metals (dca:;.g_,natﬁé as Contract Hunber
TELT), and two mmendments to 1t (T0 17A end 77 17B). 'The basic

ami:,mct was entered into when the xnt;en&r Dopartment vas responsible
for the entire Trust Territory, including the Northern Marlsnes.

o other wmendments exist, copies of whlch are enclosed (& letber

of HMarch 12, 1953%, end Contract Ho. T7 17C of December 15, 19%3).

According to our mogt recent infermstion from the Bigh
Camalssioner, the corporation cuwrrently hes debts in the Interior
porfion of the Trust Tervitory totaling $110,000. ©f this sum,
486,000 represcats pest due royaliies under the contract referred
¢ above, and $5,000 represents "current” royalties. . Additicnally,
46,000 ig owed in the Truk District snd $13,000 in Pelam. With
respect to these two last figures, we do pov know vhether the mums
are owed to leborers in those Districis, %o local trading o8
{(vrivate stock compenies ovganized by Trust Territory natives) , or
to othars. We heve reguested & detailed breskdown of ﬁw&@ igures
gad will trensmit 1t to you vhen it is received.

.Ang‘u
o1
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The High Commissloner also edvises us that the corporetion
hes, by way of sssets in the Trust Territory, the following: scrap
prepared for shipment valued at 150,000 (much value belng based

. upon the current scrap price of 250 per long ton, CIF Japan); and
egquipnent the estimated velue of which is $10,000. The estimated
cost of shipping such screp to Japan and merketing i1t is $5,000.
Under these spproximstions, it sppeere that corporete asseds in
the Interior portion of the Trust Perritory total $115,000. We
heve also roguested further dats on theme figures.

We have directed the Hlgh Commissicner to take all steps
necessary to prevent the corporsticn from removing the forezping
assets from the mrea. We have also requested data conceraing other
corporations which bave been created by officers of Micronesis Metal.
We know that some such corporabions exist.

We understand that ¥r. Bruce Adtchison, the President
of the corporation, and epparently ils sole stockholder, has agreed
to enter into a stipulation admitiing his indebtedness in the
Saipsn District. We further wmderstand thet he has indicated a
willingness to do so with respect to the Interior portion of the
Trust Territory as well. We would be greteful 1f you would prepure
and heve executed such & stipulation on behsll of the Goverpmeat of
the Trust Territory, if Mr. adtchison will agree to the following
conditions:

(8) that he will not attempt to remove any corporate
asscts from the Trust Territory;

{v) that all corporate acsets in the Trust Tervitory
are assigned by him to the Trust Territory Government for
appropriate distribution among his creditors;

{e¢) that his execution of the stipulation will a0t
preciude exy sction by the Government of the Truet Territory
to protect its rights in his ssoebs;

{(d) that corporation records will be availeble for
ingpection by anditors of the Govermment of the Trust Tervitory;

{e} that the stipuistion will relate to all of the
corporation's debts to persons and compenies In the Trust
Territory, in additlon %o debts to the Trust Territory Government;
and :

R -
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(£} that the smwt etipulested will be without

prejulice to such greabor amount as mey subsequently be
«vul.s: nined to be due.

We note that in lts letter to you, the Havy Depertment
suggests thet 1t would be desivable if Mr. Altchison wore reguired
to snaver under osth questions concerning his finmncisl assets
and his ability to discharge the indebtedness. We fully eoncur,
and urge that before the entry of the stipulation, ¥r. Altchison's
deposition, both as an individual and as an officer of the COrpOrae
tion, be teken me 1f om cross cussinetion.

Ve shall communicete with you further when we bave received
more detelled informetion from the Trust Territory. Should you
have any questions concerning the foregoing, please leb me Imow.

Sincerely yours,

NI TR S
(s Geerge - Wb
Bolleitor

Enclosures




