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MEMORANDUM OF THE CHAIRMAN 

To Members of the Senate Committee on Interior and Insular Affairs: 
During October and November of 1974, a staff team of the Senate 

Committee on Interior and Insular Affairs conducted a field investiga­
tion into the management of Federal public works programs in Micro­
nesia. The findings of the team are set forth in this report. 

The field investigation was the initial step in a Committee over­
sight study of the management, status, and objectives of the public 
works programs in Micronesia. The study included capital improve­
ment, operation, and maintenance of the physical facilities to provide 
transl?ortation, communication, health and education services, water 
supplies, energy, and other vital utilities and services to the people 
of Micronesia. The Islands of Micronesia are administered by the 
United States as the Trust Territory of the Pacific Islands under a 
trustee agreement between the U.S. and the United Nations. 

The circumstances giving rise to the Committee's oversight study 
are varied: 

(1) Negotiations which have been in progress for some time be­
tween the U.S. and the Micronesian people to establish a new 
and permanent status for Micronesia, and terminate the trustee­
ship now appear to be approaching fruition. The condition of 
public works as well as programs for improving facilities during 
the transitional period are a major aspect of the status 
neO'otiations. 

(2) It has been some time since the Congress has given detailed 
consideration to the conduct of the public works program, and 
the Committee has not been satisfied with the presentations re­
ceived at regular authorization hearings. 

3) TJi~ Committee has received allegations of specific instances 
of mismanagement or wrongdoing in conne.ction with the public 
works program/ 

The findings and recommendations of the staff team indicate serious 
shortcomings in the management of these programs. The report also 
raises a major policy question regarding the objectives of the U.S. 
program. It questions the adequacy of present and proposed levels of 
fund.ing to achieve an adequate physical situation in the Islands within 
the time fra~es contemplated in the ~s~us neg-otiations. 

eam~d1d'll.ot set· out to comluct an mvest1gatoi:y study of.:poten­
tfal wrongdoing by offieials of-the Trust Territory Government. Such 
an- investigation would require months of evidence, gathering. The 
te.am did, however, inquire into some of the allegations which have 
been brought to the attention of the Committee. 
It is th& judgment- of file team that there is a most serious lack of 

~ccoun!ability in the management of Federal funds and property going 
mto Micronesia. The lack of adequate records of transactions make it 
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impossible to audit specific '.transactions. TJie~ readily : available~infor­
mation on some transactions :indicate, at least;- serious·errors·in- judg­
ment and warrant detailed investigation. 

An important question is raised concerning the legal accountability 
of officials of the Trust Territory Government. It is possible that the 
body of Federal law and regulation concerning the use of .Federal 
funds and :property do not extend even to Federal Civil Service em­
ployees actmg in their capacities as officials of the Trust Territory 
Government. 

In addition to the principal objective of the investigation, the study 
team suggested several areas of Federal policy which appeared to 
require review concerning their application to Micronesia. Among 
these were Federal housing programs, the jurisdiction of the Federal 
Aviation Administration, medical evacuation services, Federal health 
programs, and others. The letters which I have addressed to Federal 
agencies pursuant to the team's findings and the responses which had 
been received at the time the report was printed are included herein as 
Appendix VIII. 

The Committee intends to continue this investigation with public 
hearings. I am hopeful that the Committee, in cooperation with the 
responsible Executive officials can make constructive improvements in 
the public works programs. It is essential that the resources which are 
expended to carry out U.S. responsibilities under the trustee agree­
ment result in the maximum benefits to the Micronesian people. 

The members of the staff study team were Daniel Dreyfus, James 
Beirne, and Walter Fialkewicz. They were assisted in Micronesia by 
four representatives of the General Accounting Office; Dennis Smith, 
.John Lopez, Philip Goulet, and Gerald Allen. About 150 man-days 
were spent in Micronesia, Guam, and Okinawa collecting information 
for this study. 

The Committee staff team en route to Micronesia visited other loca­
tions in the Pacific which present management circumstances similar 
to those encountered in Micronesia and which have similar logistical 
problems. A summary of the itinerary of meetings outside of Micro­
nesia is included in Appendix IX to this report. 

HENRY M . • JACKSON, Chairman. 
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I. HISTORY OF PUBLIC WORKS IN MICRONESIA 

Prior to U.S. Trusteeship 
Micronesia, prior to the establishment of the United N atio~'s 

Trusteeship in July 1947, had been controlled successively by Spam, 
Germany, and Japan. 

Spain's influence in the area began with Magellan's voyage of 1519-
21 when he sighted Guam. The Spanish presence was concentrated in 
th~ Marianas, named after the wife of Philip IV, Queen Maria Anna, 
until the 19th Century. The various islands and atolls remained rela­
tively undisturbed except for Guam where Agana was developed as a 
regular food and water stop by 1565 for Spanish vessels traveling 
between Mexico and the Philippines. 

The development of a lucrative copra trade during the 19th Century 
prom~ted Spain to extend its administrative jurisdiction over the 
Carolmes and the Marshalls. Commercial interests led Germany to 
resist the Spanish attempt and to assert German jurisdiction over 
the Marshalls. 

Following the Spanish American War, when Guam was ceded to 
the United States, Spain sold its Micronesian possessions to Germany 
:for $4.5 million. The German Administration was terminated by World 
War I. However, during the period some public works development 
did occur in the islands. 

In 1914, Japanese naval squadrons took possession of the Marshalls, 
Carolines, and Northern Marianas. On December 17, 1920, the re­
sponsibility o:f administering the islands of Micronesia was formally 
entrusted to Japan by the League of Nations. The Japanese embarked 
on an intensive public works development program, establishing hos­
pitals, and building roads, docks, and airports. These developments 
were designed to benefit the Japanese, but had the collateral benefit 
o:f installing an infrastructure on the islands. The Japanese civilian 
administration was centered at Korror, Palau, but extensive develop­
ment occurred in most districts notably at Truk . 

• Tapanese development varied from district to district. 
The Marianas, notably on Saipan, saw intensive public works ex­

penditures on roads and other capital improvements. Almost all of 
the capital improvements were destroyed during the war. Garapan, 
which was a city o:f over 13,000 was reduced to rubble. 

Palau went through three distinct phases: 
(1) A period of Japanese Naval Administration, 1914-1922, in 

which conscientious eft'orts were made to develop the islands by work­
ing through native institutions; (2) a period of civilian rule under 
the South Seas Bureau, 1922-1942, marked by intensive economic ex­
pansion, rapid colonization and increasingly direct rule; and (3) the 
war-time period during which ,Japanese controls over the native popu­
lation deteriorated, due to the pressures o:f military defense and the 
attrition of :food supplies. 

(1) 
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Despite their illegal fortification of the islands, the Japanese made 
conscientious efforts to observe the other conditions of a League of 
Nations Mandate. Free public elementary (up to the third grade) ~nd 
vocational schools were established. Medical facilities and services 
were expanded. Efforts also were made to stimulate increased cash 
crop production by the islanders. Firmly believing that the Palaus' 
only hope for survival (as Japan's had been a half century before) lay 
in rapid westernization of all ways of living, much time and money 
was expended selling "westernism." The old native ways were dis-
couraged and discredited. · · 

Particularly in the early 1930's, pressure from the Japanese home 
office to "make these islands pay' saw the increased extension of 
Japanese efforts in mining, plantation agriculture and commercial 
fisliing. 

The Japanese have been the most important acculturative factor on 
Truk prior to the American administration. They were in the area 
from 1914 until the end of the Second World War, and in relatively 
large numbers. In 1935 there were aJ?proximately 2,000 Japanese on 
Truk and in 1945 more than 35,000 (including Okinawans). Prior to 
the war the Japanese invested large sums in the development of a com­
mercial fishing industry. This included a fleet of over 50 power boats 
and dr)'ing installations (pJ,"oducing the Japanese soup base "katsuo­
b~sh," dried t~a), on all the major Truk islands. In 1937, th~ year of 
highest production, over 1,500 Japanese nationals, mostly Okmawans, 
were engaged in this industry. The Japanese also encouraged the pro­
duction of copra on a commercial scale. 

World War II resulted in the destruction of most of the Japanese 
improvements. Those which were left at the conclusion of the war were 
either not maintained or were destroyed to eliminate evidence of J ap­
anese occupation. 
U.S. Admi,nistration 

In 1947, the area formally became a United Nations Trust Te.tritory 
with the United States as tfte administering authority. The Trustee­
ship agreement designates the territory as a strategic area in accord­
ance with Article 82 of the United Nations Charter. 

Administration of the area was at first delegated to the Secretary of 
the Navy with the Commander in Chief, Pacific Fleet, as High Com­
missioner. In 1951, jurisdiction was transferred to the Department of 
the Interior. From 1951to1962, however, the Saipan district remained· 
under the Secretary of the Navy. 
Tru8t Terr:itory Government 

E(l}ecutive Branch.--Executive and administrative authority of the 
Trust Territory Government are vested in a Hig-h Commissioner ap­
pointed by the President of the United States with the advice and con­
sent of the United States Senate. 

The Office of the High Commissioner also consists of the Deputy 
High Commissioner, appointed by the Secretary of the Interior; the 
Executive Officer: the Special Assistant for District Affairs; the Spe­
cial Assistant for Legislative Affairs; the Special Consultant; the Pro­
gram and Bud~et Officer; the Attorney General; the Auditor; the Dis-
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aster Control Officer and Census Coordinator; and the Directors of 
the Departments of Education, Finance, Health Services, Personnel 
Public.Affairs, Public ~or~s, Resources and Development, and Trans~ 
porta:tion and. Commumcations. These officers, performing both staff 
and lme functio~s, serve collectively to !l'd':ise the High Commissioner 
on matters of policy and program, functionmg as a de facto "cabinet." 

Under the department directors are heads of divisions and special­
ists ~ho are responsible for the technical direction of their program op­
erations throughout the Trust Territory and for the provision of neces­
sa1·y staff, professional and technical services. 

Serving as representatives of the High Commissioner in the six ad­
mini.$rative di.stri.cts of t~e _Marianas, Marshalls, Pal!l'u, Ponape, Truk 
and Yap are district admmistrators who are responsible for execution 
o~ pr?grams .af!-d policies as prescri~ by the Hig_h Commissioner. The 
district admm1sti:ato~s have <;m. their staff techm?al and professional 
cxp~rts who assist m providmg staff, professional and technical 
services. 

LerJ_islative Branah.-Legislative authority_, previously exercised by 
the High Commissioner was officially transterred on July 12, 1961S, 
to the 33-rnember bi-cameral Congress of Micronesia, established by 
Interior Secretarial Order 2882.i.. as amended. Secretarial Order 2882 
has recently been replaced by ;:;ecretarial Order 29181 which incor.. 
porated the three branches of the Government in one emgle Order. 

There are 12 Senators, two elected at large from each of the six 
administrative districts for a term of 4 years. The House of Represent­
atives has 21 members elected for 2 year terms from single-member 
representative districts. The present apportionment of representatives 
is as follows: Marianas District, 3; Marshalls Districtb4; Palau Dis­
trict, 3 i Ponape District, 4; Truk District, 5 ; and Yap istrict, 2. 

Members of the Congress of Micronesia are chosen in biennial 
elections by secret ballots of citizens of the Trust Territory who are 
18 years of age or over. 

There is a regular session of the Congress of Micronesia held each 
year beginning on the Second Monday in January7 and continuing for 
50 consecutive calendar days. The High Commissioner may call a 
special session whenever he deems it necessary. 

Judidal Branch.-The judicial branch fun..ctions inde_E.end£n&z 
from the executive and l~slative b:r.:anches. The high court o e 
Trust Territory, consisting of an appellate division and a trial divi­
sion, the district courts, and the community courts are under the 
administrative direction of the chief justiee, who is appoinecd.by tifu 
S~~ of the Interior. The chief justice, two associate justices, 
six district court fudges, special judges, and community court judges 
are responsible for the administration of justice in the Trust Territory. 
U .8. E-;ependitures for the Trust Territory 

The year 1952 marked the first year that specific authorizations :for 
the Trust Territory occurred. From 1947 to 1952, an average of 
$1,000,000 annually was appropriated through the Department of 
Defense. From 1952 to 1962, an annual authorization of $7.5 million 
was funded from 70 to 80%. 
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In 1963 the authorization was doubled to $15 million wl1;ic~ ro~ 
to $17.5 ~illion in 1964-1966; $25 million in 1967; $35 million m 
1968-69; $50 million in 1970; and $60 million from 1971 to date.1 The 
total expenditures from fiscal year 1952 through fiscal year 197 4 were 
$488.7 million direct plus $750 million capital expenditures by the 
Department of Defense at K wajalein. In addition, $8.05 million has 
been returned to the Trust Territory from base incomes during the 
last 3 years as taxes. 

1 Projected. 

TRUST TERRITORY APPROPRIATIONS 

Authorization other F1der1l 
(millions) Appropriation aaencies 

$1,000,000 ----------
1, 000, 000 --------------
1, 125, 000 ---· ·---------

793, 195 -·------------
1, 031, 210 --------------
4, 271, 251 --------------
5, 223, 750 -------------· 4, 300, 000 _________ _ 

~:~:~ :::::::::::::: 
4,800,000 --- ·--------·· 
6, 150, 000 --------------
4,862,000 --· -----------5,225,000 ·- ______ ,,_ 
5,925,000 ___ ,,_ ·-------
6,104, 000 ---- ----- -----

15, 000, 000 $2, 000 
IS, 000, 000 3, 000 
17. 500, 000 4, 000 
17, 447, 000 4, 500 
19, 194, 000 6, 000 
30, 200, 000 6, 105 
30, 000, 000 6, 240 
48, 112, 000 6, 500 
59, 864, 000 7, 418 
60, 000, 000 8, 134 
60, 000, 000 9, 403 
58, 386, 000 11, 144 
60, 000, 000 8, 168 
80, 000, 000 8, 000 
85, 000, 000 8, 000 

1 See Appell'dlx VIII, p. 272 for the Department of the Interior's priorities for the 
proposed $15 million Increase In fiscal year 1975 budget. 

II. CURRENT ADMINISTRATIVE APPROACH 

SAIPAN 

The entire executive and administrative authority of the Trust Ter­
ritory is vested in the High Commissioner. The fQilowing offices are 
in )J'Vtd in the planning and execution of pro~ms at the Sa.ipan 
level. 
Program and Budget Office 

The directive for the office places responsibility for long range pro­
gram planning, allocation of resources to meet goals established in the 
program, and preparation of the budget within this office. The multi­
year operating and capital improvement program for all districts 
and departments are organized and prepared here. 
Attorney General, 

The Attorney General exercises overall responsibility for the admin­
istration of all contracts awarded in the Trust Territory. The respon­
sibility includes not only approval of the original contra.ct, but the 
responsibility to check on contract execution. 
Procurement and Supply Div-i&ion of Department of Finance 

This division has responsibility for planning, developing and direct­
ing the procurement and supply program of the Trust Territory. 
Within the division is the PURA Monitor who is responsible for requi­
sitions from the six districts for the procurement of excess supplies 
and equipment from the Pacific Command Utilization and Redistribu­
tion Agency in Okinawa. 
Depa.rtrrumt of Herilth SeMJices 

This Department is responsible for the planning, organization, and 
administration of all health programs including the training of 
personnel. 
Department of PUblic Aff aira 

Within the Department, the Division of Community Development 
administers a grant-in-aid program to extend financial and technical 
assistance to local communities for planning and construction of 
p~blic p~ojects. The principal goal of the program is training of 
M1crones1ans. 
Department of PUblic W orka 

The Director of Public Works is responsible for the administration 
and development of the Capital Improvement Program for the Trust 
Territory. He is responsible for the planning, design and engineering, 
construction, and the co-ordination through the District Administra­
tors for the operations and maintenance work carried out at the Dis­
trict level. He serves as a Trust Territory Contracting Officer in the 
negotiation, award, and execution of contracts for construction, and 
for planning, architectural, and engineering consulting services. 

(5) 
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In general, the delegation to ~o~tract.ing offic~rs is governed by. the 
Trust Territory Manual of Admm1Strat10n, section 201, as follows . 

TBUBT TEBIUTOBY OF 'l'HE PACIFIC ISLANDS--MANUAL OF ADMINISTRATION 

September 13, 191!. 
SECTION 201 

PA.BT 201,12--0ENEBAL DELEGATIONS: CONTRACTING OFFI<i!:BB 

I. IntroauotWn. ana purpose 

The purpose of this Part ls to designate those officials authorized to exercise 
the authority of the High Commissioner as Contracting Officers for the Trust 
Territory Government ; to specify the functions and responsibilities of Contract­
ing Officers and other officials of the government in the administration of con­
tracts; and to provide instructions for the preparation, execution and distribution 
of contracts. 

II. DerigftaHon. of comraofifl{I ojftcera 

A. The following officials on the staff of the High Commissioner are delegated 
general authority to enter into and administer contracts on behalf of the Govern· 
ment of the Trust Territory : 

Deputy High Commissioner. 
Attorney General. 
Director of Finance. 

B. The following officials on the staff of the High Commissioner are delegated 
authority to enter into and administer contracts on behalf of the Government of 
the Trust Territory which relate specifically to programs falling within their 
general area of administration: 

Director of Education. 
Director of Health Servlces. 
Director of Public A1rairs. 
Director of Resources and Development. 
Director of Transportation and Communications. 
Director of Public Works. 

C. The District Administrators are delegated authority to enter into and admln· 
lster contracts on behalf of the Government of the Trust Territory which are 
designated by the High Commissioner as local contracts in their respective 
districts. 

Pursuant to High Commissioner's memorandum to all District Administra­
tors dated May 16, 1972, the Capital Improvement Projects funded by Congress of 
Micronesia and to be administered by the District Administrators are designated 
local contracts. Headquarters program directors shall furnish assistance and 
technical advice upon request by the district administrators with actual costs 
to provide such assistance to be charged to the related projects. 

D. District Supply Officers are appointed Contracting Officers and are author· 
ized to issue Forms 44 not to exceed $2,500.00 and imprest fund purchases not to 
exceed $100.00. 

E. Director of Finance shall have overall supervision over procurement of sup­
plies, materials and supply services in the Trust Territory. 

Subject to the above, Chief of Procurement and Supply is delegated the author· 
ity to issue purchase orders and negotiate contracts for the procurement of all 
supplies and materials and supply services, with the exception of that authority 
granted to District Supply Officer in paragraph (D) above. This authority ls 
limited to a maximum of $00,000.00 for each purchase order or contract. This 
authority may be further delegated by Chief of Procurement and Supply to the 
Trust Territory Procurement Agent, San Francisco, to the Procurement Officer 
within the Procurement and Supply Division, and to such other personnel of the 
Trust Territory Government with the concurrence of the Director of Finance. 

F . Director of Personnel is delegated the authority to contract for all non· 
Civil Service personnel. This authority may be further delegated to the Trust 
Territory Recruiting Office in San Francisco and to qualified persons within the 
Personnel Office at Headquarters. 
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III. Aa""4Mltration. of OOft.traota 

t ~e Contractinc Officer shall have primary responsibility for the admlnls­ra .. vu of contracts. 
B. The Attomey General shall have overall responsibility for the a.dmlnlatra­

tion of au contracts awarded in the Trust Territo17. In addition his o11lce shall 
provtct~ leraI counae1 to all Contracting 011lcers ' 

C. The Internal Auditor shall audit the actl~lties and performance of the Col&· 
tracting 011lcers to determine their compliance with Trust Territory regulations 
and Federal Procurement Regulations. He shall also condnct financial audit of 
the contract. 

D. As an inteiral part of administration of government contracts, the Attorney 
General and the respective contracting oftlcers shall conduct training of Micro­
nesian employees of the Trust Territory Government on procurement practices 
ant! procedures. 

E. In the administration of government contracts, the Federal Procurement 
Regulations shall be followed as a matter of policy. Any deviations therefrom 
shall require the prior written approval of the High Commissioner, e:a::cept that 
those deviations previously approV<ed by the High Commissioner shall not Tequlre 
his further approval. 
. F. Where the High Commissioner had delegated the administration of construe· 

t1on contracts to an agency of the Armed Forces of the United States, the Director 
of Public Works shall coordinate and work with the representative of snch agency. 

I V . PrepM"ation, c:Decution and. distribution of contract8 (head.quarters ana 
lliatrict.B) 

A. All contracts shall be prepared or modified by the Contracting Officer or his 
duly authorized representative. All proposed new contracts or modifications to 
contracts currently being used shall be forwarded to the Attorney General for his 
review and approval. 

Distrlcts.-Above applicable. 
B. Except as otherwise provided for herein, the following steps will be followed 

in the order Indicated prior to the execution of a contract by the Contracting 0111· 
cers.1ncluding District Administrators : 

(11 The Contracting Officer shall contact the Attorney General who shall as­
sign IUl appropriate contract number to the contract. 

Thie number shall be a two-part number, the first three digits will indicate loca· 
tion code and the fiscal year involved and the next digital group will indicate the 
sequential number, i.e. : 171-123, indicating Headquarters Contract (1), fiscal 
year (71) and the one hundred and twenty third (123) contract awarded. 

DiBtricts.-Distrlct Administrator shall assign an appropriate contract number 
to contracts awarded by him, as provided in IV B. (1) above. 

(2) The cont ract will then be forwarded to the Chief of the Finance and Ac· 
counting Division for his certification that funds are available for that purpose. 

Diatrict1t.-Tbe contract will be forwarded to the District Finance Officer for 
his certification. 

( 3 ) The contract will then be forwarded to the Attorney General for his de­
termination of legal sufficiency of the contract. 

Districts.--On contract forms previously approved by the Attorney General, 
the proposed contract will be reviewed by the District Attorney. In Districts 
where the District Attorney is not assigned, the proposed contract will be for­
warded to the Attorney General for his review. 

C. In the preparation and execution of contracts for purchase of supplies and 
services: 

( 1 ) The Director of Finance and the Chief of Procurement and Supply Division 
shall assign an appropriate contract number to contracts, purchase orders and 
other contractual documents within their respective area of authority as provided 
in IV B. (1) above. 

Districts.-Above applicable to District Finance Officer and District Supply 
Officer. 

(2) The Chief of Procurement and Supply shall submit for review by the 
Director of Finance all purchase orders, contracts, or other contractual docu· 
ments falling within his jurisdiction that exceed $10,000.00 in value, prior to 
execution. 
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Districts.-All such purchase orders and contracts shall be forwarded to the 
District Administrator for his approval. 

D. Regarding employment contracts, Director of Personnel may as~ign appro­
priate contract numbers to the contracts and retain the original in his office. 

Districts.-Above not applicable. 
E. Except as specifically provided for in paragraphs IV C and D, abov.e, all 

Contracting Officers, after the execution of a contract, shall distrilmte copies of 
the contract to the following: 

(1) Original copy to be retained by the Contracting Officer. 
Districts.---\.4..bove not applicable. 
(2) One copy to the Attorney General. 
Districts.-One copy to the Attorney General and one copy to the District 

Attorney. 
(3) Two copies to the Chief, Finance and Accounting Division, Department of 

Finance. 
Districts.-One copy to the Chief, Finance and Accounting Division. 
( 4) One copy to the District Administrator when appropriate. 
(5) One copy to Director of Public Works, Headquarters, for Local C.I.P. 

Contracts. 
(6) One copy to the Contracting Officer's Representative (COR) when 

appropriate. 
V. Rescission 

Part 201.12 dated December 4, 1970, is superseded by this issue. Contracts, 
presently being administered by contracting officers, based on previous delega­
tions, shall continue; except that, insofar as is feasible and practicable, contract­
ing officers shall abide with the changes provided for herein. 

EDWARD E. JOHNSTON, 
High Commissioner. 

DISTRICT ADMINISTRATOR ROLE 

The District Administrator has been delegated authority to enter 
and administer contracts on behalf of the Trust Territory Govern­
ment which have been designated as local contracts by the High Com­
missioner. Pursuant to a memorandum of May 16, 1972, all projects 
funded by the Congress of Micronesia and administered by the District 
Administrator are classified as local :projects. 

Through a policy of decentralizat10n, project designation and justi­
fication is presumably developed in the districts and forwarded to 
the appropriate office m Saipan. 

The District Administrators also prepare, submit, and justify budget 
reguests to the Congress of Micronesia for the limited revenues appro­
priated by that body. 

CORPS OF ENGINEERS AND NAVY 

0o1'ps of Engineers 
The Corps of Engineers operates pursuant to a memorandum of 

understanding between the Trust Territory of the Pacific Islands and 
the Corps by which the Corps acts as an agent for the Trust Territory 
Government. 

The memorandum, which follows, provides that upon request, the 
Corps will-

( A) furnish engineering studies and services in connection 
with site selection and real estate acquisition for TTPI projects; 

(B) prepare designs (either by contract or by Government 
personnel) based upon TTPI furnished standards and criteria; 
and 
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(C) contracting for construction of projects, including execu­
tion of the contract, supervision, inspection and acceptance of 
work, modifications, and eventual transfer of completed construc­
tion to TTPI. 

All activities are on a cost reimbursable basis on a monthly basis. 

MEMORANDUM OF UNDERSTANDING BETWEEN THE TRUST TERRITORY OF THE p AOIFIO 
ISLANDS AND CORPS OF ENGINEERS, DEPARTMENT OF THE ARMY FOR REAL ESTATE, 
DESIGN AND CONSTRUCTION SERVICES 

l. INTRODUCTION 

This Memorandum establishes responsibilities and procedures under which tlle 
Corps of Engineers (Corps), Department of the Army, shall furnish to the 
Trust Territory of the Pacific Islands (TTPI) services in connection with 
real estate, design and construction, and the administration of contracts, for 
and perform design and construction services, as desired by the TTPI. 

II. POLICY OF THE CORPS 

The Chief of Engineers will, within the capabilities of the Corps, make avail­
able the facilities and services of the Corps to provide real estate services 
and perform design and construction services, as desired by the TTPI. 

III. POLICY AND AUTHORITIES OF TTPI 

It is the policy of the TTPI to designate the Corps as its agent to provide 
real estate services and perform design and construction services whenever 
this will promote efficiency and economy. 

IV. IMPLEMENTATION 

The High Commissioner, or his designee, may make requests for services direct 
to the Division Engineer, Pacific Ocean, or his designee in whose area of re­
sponsibility the project is located. Requests shall be in writing, shall describe 
the scope of the services desired, the proposed location of the project, the funding 
limitations, and shall designate the TTPI individual or office responsible for 
furnishing criteria for the services desired. The Corps' office receiving the request 
shall promptly acknowledge it in writing, indicating the Corps' office responsible 
for furnishing the requested services. The Division Engineer and the High 
Commissioner, respectively, shall authorize the offices in the Corps and in 
the TTPI responsible for furnishing services and providing funds to enter into 
agreements, by exchange of letters or otherwise, implementing this general agree­
ment with respect to the specific services requested. Implementing agreements 
will provide in detail the guidance under which the project will be accomplished. 

V. REAL ESTATE 

The Corps will furnish engineering studies and services in connection with 
site selection and real estate acquisition required for TTPI projects. Such services 
shall include, but will not be limited to, the following: 

(1) Services and assistance in connection with site selection. Siteing of a 
project will be performed by the Corps in accordance with instructions or other 
information furnished by TTPI. 

(2) Preparation of Real Estate Planning Reports, in accordance with the 
usual Corps' procedure, for submission to TTPI for approval and appropriate 
action. 

VI. DESIGN 

(1) Design Standards and Criteria. The TTPI shall furnish design standards 
and criteria and any descriptive material or sketches needed to define the general 
quality, space allocation, functional layout, and operating characteristics to be 
incorporated into the design of a project. 

(2) Plans and Specifications. Based upon the design standards and criteria 
furnished by the TTPI, the Corps shall cause designs to be prepared by contract or, 
Government personnel, and shall, if desired by the TTPI, submit for approval 
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concept drawings and outline specifications indicating the general q~ality of 
construction, proposed space allocation, functi~nal layout, and. operatmg char­
acteristics, on completion of no more than 20% of total design. Subsequent 
development of project drawings and specifications shall be accomplished by 
the Corps so as to comply fully with the requirements of the TTPI. . 

(3) At least ten (10) days prior to the solicitation of proposals or advertise­
ment for bids for construction, the Corps shall submit the proposal or bid 
documents to the TTPI for approval. Unless otherwise notified within the ten 
(10) day period, the Corps shall proceed with the documents as prepared. 

Vil. CONSTRUCTION 

(1) Contracting. The Corps shall be responsible for contracting for construc­
tion of projects. Contracts will be based upon plans and specifications prepared 
in accordance with paragraph VI above, or upon plans and specifications and 
such other requirements as may be set forth by the TTPI in the construction 
request. 

(2) Supervision, Inspection and Acceptance of Work. The Corps shall be 
responsible for supervision and inspection of the construction to insure that the 
project is built in accordance with the plans and specifications. If desired, the 
TTPI may perform general surveillance of the construction in progress, but will 
report all comments or desired changes to the Corps for necessary action. Final 
acceptance of the work will be accomplished by the Corps. 

(3) Changes, Changes during construction within the scope of the contract 
made necessary by conditions encountered in the work will be directed by the 
Corps within the limits of available funds. Changes not within the scope of the 
contract and any design changes whether or not within the scope of the contract 
will be made by the Corps only upon the request or approval in writing of the 
TTPI. 

( 4) Transfer of Completed Construction. Upon completion of a project and 
prior to final acceptance the TTPI and the Corps shall make a joint inspection 
of the work. The Corps shall cause to be corrected by appropriate action under 
the contract any construction deficiencies resulting from failure to comply with 
the plans and specifications. Transfer of accountability from the Corps to the 
TTPI shall be by execution of ENG Form 290, DD Form 1354, or comparable 
accountability document. Deficiencies in construction at the time of transfer, if 
any, shall be listed on the reverse of the form for necessary corrective action by 
the contractor on order of the Corps. Minor deficiencies shall not be cause to 
delay transfer of projects which are substantially completed and usable provided 
that transfer prior to final completion can be accomplished under the terms of 
the contract. 

(5) "As Built" Plans. Shop Drawings, and Operating Instructions. Within 
ninety (90) days after completion of the construction project the Corps shall 
furnish to the TTPI the original plans annotated to show the facility "as built." 
final approved shop drawings, copies of the construction contract, and other 
pertinent documents including such information on operation and maintenance 
of the equipment as has been furnished by the contractor under the provisions 
of the contract. 

VIII. PROGRESS REPORTING 

The Corps shall furnish such information on progress of design and construc­
tion at such frequency as shall be requested in writing by the TTPI. 

IX. FUNDING 

The cost of design, construction, site selection, or real estate assistance under­
taken by the Corps at the request of the TTPI shall be reimbursed from TTPI 
funds. Costs shall include all contract costs (including costs of settling contractor 
claims arising under the provisions of any contract) and Corps' actual costs 
which include applicable real estate, engineering and design services, supervision 
and h~spection, and appicable indirect costs. Labor costs include surcharge rates 
established to cover employees' leave and Government contributions for insur­
ance, health benefits and retirement. 

(1) Estimates. The Corps shall develop or cause to be prepared, in the course 
of preparing drawings and outline specifications for concept approval, estimates 
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(including a schedule of fund requirements) of the funds required for design, 
construction and administration of the project. Estimates will be revised to pro­
vide current working estimates as necessary or when requested by the TTPI. 

(2) Assurance of the Availability of Funds. Before the commencement of any 
work by the Corps, the TTPI will furnish a reimbursable support agreement or 
other writteen assurance that the full amount agreed upon by the TTPI and the 
Corps is available for reimbursement of the costs to be incurred by the Corps. 
The Corps will incur no costs in connection with the scope of work set forth in 
any reimburseable support agreement in excess of the amount provided therein 
without the 'l"l'Pl's prior written assurance of the availability of additional 
funds for such work. Any initial agreement as to funds to be made available will, 
however, be revised from time to time to reflect the requirements, including a 
contingency amount to be agreed upon, shown by the current working estimate. 

(3) Reimbursement. At the end of each month the Corps will bill the TTPI on 
a Standard Form 1080 for actual expenses, including contract and Government 
costs, incurred during the month. The TTPI will make reimbursement promptly 
in the amount billed. , 

X. GENERAL 

Subject to the foregoiilg provisions, the contracting and administrative pro­
cedures used during design and construction will be, to the maximum extent 
feasible, in accordance with normal military procurement standards, procedures 
required for administrative procedures and approvals. The Contracting Of­
ficer authorized by the Corps to execute and administer contracts for design and 
construction will execute such contracts as agent for the TTPI. Disputes arising 
under contracts entered into on behalf of TTPI shall be heard and decided by 
the Corps of Engineers Board of Contract Appeals and in accordance with the 
procedure of that :Board. The Engineer Trial Attorney shall consult with TTPI 
before agreeing to settle any claim. 

XI. AMENDMENT AND TERMINATION 

(1) This agreement may be modified or amended by written agreement be­
tween TTPI and the Corps. 

(2) In the event circumstances are such that either TTPI or the Corps deems 
it necessary or desirable to terminate this agreement before completion of any 
services initiated hereunder, TTPI and the Corps will consult in advance of such 
termination and will, insofar as possible, fix a termination date sufficiently in 
advance so that the parties may make personnel and other adjustments in their 
operations in light of such termination. 

XII. EFFECTIVE DATE 

This Agreement shall be effective imediately upon signature of both parties 
involved. 

Date: April 15, 1970. 
EDWARD E. JOHNSTON, 

High Comrnisioner, Trust Territory of the Paci.fie Islands. 

Approved as to form : 
NEWFORT A. HEPER, 

Attorney General. 

Navy 

CURTIS CHAPMAN, 
Brigadier General, USA, Division Engineer, 

U.S. Army Engineer Division, Pacific Ocean. 

Involvement by the Navy takes the form of contract administration 
and civic action team projects. 

Oontract.-By Memorandum of Understanding between the Trust 
Territory and Naval Facilities Engineering Command, Department 
of the Navy for Real Estate, Design and Construction Services, the 
Navy performs in a similar manner as the Corps of Engineers in the 
preparation of designs, and award and administration of contracts as 
the agent for the Trust Territory Government. 
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These functions are performed through the Officer in Charge of 
Construction (OICC). The Memorandum of Understanding follows: 

l\lEMORANDUM OF UNDERSTANDING BETWEEN THE TRUST TERRITORY OF THE PACIFIC 
ISLANDS AND NAVAL FACILITIES ENGINEERING COMMAND, DEPARTMENT OF THE 
NAVY FOR REAL ESTATE, DESIGN AND CONSTRUCTION SERVICES 

I. INTRODUCTION 

This Memorandum establishes responsibilities and procedures under which 
the Naval Facilities Engineering Command (NAVFAC), Department of the 
Navy, shall furnish to the Trust Territory of the Pacific Islands (TTPI) serv­
ices in connection wtih real estate, design and construction, and the administra­
tion of contracts, for such projects as may be designated by the High Com­
missioner of the TTPI. 

II. POLICY OF NAVFAC 

The Commander, Naval Facilities Engineering Command will, within the 
capabilities of NA VFAC, make available the 'facilities and services of NA VFAC 
to provide real estate services and perform design and construction services, 
as desired by the TTPI. By virtue of Department of Defense delineation of 
interdepartmental responsibilities, design and construction management serv­
ices for the Marshall Islands are specifically excepted from the operation of 
this agreement. 

III. POLICY AND AUTHORITIES OF TTPI 

It is the policy of the TTJ>I to designate NA VFAC as its agent to provide real 
estate services and perform design and construction services whenever this 
will promote efficiency and economy. 

IV. IMPLEMENTATION 

The High Commissioner, or his designee, may make requests for services 
tlirect to the Officer in Charge of Construction, Naval Facilities Engineering 
Command Contracts, Marianas (OICC Marianas). Requests shall be in writing, 
shall describe the scope of the services desired, the proposed location of the 
project, the funding limitation, and shall designate the TTPI individual or office 
responsible for furnishing criteria for the services desired. The OICC Marianas 
shall promptly acknowledge receipt of the request in writing. The High Com­
missioner shall authorize the offices in the TTPI responsible for furnishing 
services and providing funds to enter into agreements, by exchange of letters 
or otherwise, implementing this general agreement with respect to the specific 
services requested. Implementing agreements will provide in detail the guidance 
under which the project will be accomplished. 

V. REAL ESTATE 

NAVFAC will furnish engineering studies and services in connection with the 
selection and real estate acquisition required for TTPI projects. Such services 
shall include, but will not be limited to, the following: 

(1) Services and assistance in connection with site selection. Siting of a proj­
ect will be performed by NAVFAC in accordance with instructions or other 
information furnished by TTPI. 

(2) Preparation of Real Estate Planning Reports, in accordance with the 
usual NAVFAC procedure, for submission to TTPI for approval and appropriate 
action. 

VI. DESIGN 

(1) Design Standards and Criteria. The TTPI shall furnish design standards 
and criteria and any descriptive material or sketches needed to define the general 
quality, space allocation, functional layout, and operating characteristics to be 
incorporated into the design of a project. 

. (2) Plans and Specifications. Based upon the design standards and criteria 
furnished by the TTPI, NA VF AC shall cause designs to be prepared by contract 
or Government personnel, and shall, if desired by the Tl'PI, submit for approval 
concept drawings and outline specifications indicating the general quality 
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of construction, proposed space allocation, functional layout, and operating char­
acteristics, on completion of no more than 25% of total design. Subsequent de­
velopment of project drawings and specifications shall be accomplished 6y 
NA VFAC so as to comply fully with the requirements of the TTPI. 

(3) At least ten (10) days prior to the solicitation of proposals or advertise­
ment for bids for construction, NAVFAC shall submit the proposal or bid docu­
ments to the TTPI for approval. Unless otherwise notified within the ten (10) 
day period, NA VF AC shall proceed with the documents as prepared. 

VII. CONSTRUCTION 

(1) Contracting. NA VF AC shall be responsible for contracting for construction 
of projects. Contracts will be based upon plans and specifications prepared in 
accordance with paragraph VI above, or upon plans and specifications and such 
other requirements as may be set forth by the TTPI in the construction request. 

(2) Supervision. Inspection and Acceptance of Work. NA VF AC shall be respon­
sible for supervision and inspection of the construction to insure that the project 
is built in accordance with the plans and specifications. If desired, the TTPI may 
perform general surveillance of the construction in progress, but will report all 
comments or desired changes to NAVFAC for necessary action. Final acceptance 
of the work will be accomplished by NA VF AC. 

(3) Changes. Changes during construction within the scope of the contract 
made necessary by conditions encountered in the work will be directed by 
NAVFAC within the limits of available funds. Changes not within the scope of 
the contract and any design changes whether or not within the scope of the 
contract will be made by NAVFAC only upon the request or approval in writing 
of the TTPI. 

(4) Transfer of Completed Construction. Upon completion of a project and 
prior to final acceptance the TTPI and NAVFAC shall make a joint inspection of 
the work. NA VFAC shall cause to be corrected by appropriate action under the 
contract any construction deficiencies resulting from failure to comply with the 
plans and specifications. Transfer of accountability from NA VFAC to the TTPI 
shall be by execution of DD Form 1354, or comparable accountability document. 
Deficiencies in construction at the time of transfer, if any, shall be listed on the 
reverse of the form for necessary corrective action by the contractor on order 
of NA VFAC. Minor deficiencies shall not be cause to delay transfer of projects 
which are substantially completed and usable provided that transfer prior to 
final completion can be accomplished under the terms of the contract. 

(5) "As Built" Plans, Shop Drawings, and Operating Instructions. Within 
ninety (90) days after completion of the construction project NA VF AC shall fur­
nish to the TTPI the original plans annotated to show the facility "as built," 
final approved shop drawings, copies of the construction contract, and other 
pertinent documents including such information on operation and maintenance 
of the equipment as has been furnished by the contractor under the provisions of 
the contract. 

VIII. PROGRESS REPORTING 

NAVFAC shall furnish such information on progress of design and construc­
tion at such frequency as shall be requested in writing by the TTPI. 

IX. FUNDING 

The cost of design, construction, site selection, or real estate assistance under­
taken by NA VFAC at the request of TTPI shall be reimbursed from TTPI 
funds. Costs shall include all contract costs (including costs of settling contractor 
claims arising under the provisions of any contract) and NAPFAC's actual costs 
which include applicable real estate, engineering and design services, supervision 
and inspection, and applicable indirect costs. Labor costs include surcharge rates 
established to cover employees' leave and Government contributions for insurance, 
health benefits and retirement. 

(1) Estimates. NAVFAC shall develop or cause to be prepared, in the course 
of preparing drawings and outline specifications for concept approval, estimates 
(including a schedule of fund reQuirements) of the funds required for design, 
construction and administration of the project. Estimates will be revised to 
provide current working estimates as necessary or when requested by the TTPI. 

(2) Assurance of the Availability of Funds. Before the commencement of any 
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work by NAVFAC, the TTPI will furnish a reimbursable support agreement or 
other written assurance that the full amount agreed upon by the TTPI and 
NAVFAC is available for reimbursement of the costs to be incurred by NA VF AC. 
NAVFAC will incur no costs in connection with the scope of work set forth in 
any reimbursable support a~reement in excess of the amount provided therein 
without the TTPI's prior written assurance of the availability of additional 
funds for such work. Any initial agreement as to funds to be made available 
will, however, be revised from time to time to reflect the requirements, including 
a contingency amount to be agreed upon, shown by the cm1rent working estimate. 

(3) Reimbursement. At the end of each month NAVFAC will bill the TTPI on 
a Standard Form 1080 for actual expenses, including contract and Government 
costs, incurred during the month. The TTPI will make reimbursement promptly 
in the amount billed. 

X. GENERAL 

Subject to the foregoing provisions, the contracting and administrative proce­
dures used during design and construction will be, to the maximum extent feasi­
ble, in accordance with normal military procurement standards, procedures and 
responsibilities with every possible effort exercised to minimize the time required 
for administrative procedures and approvals. NAVFAC will execute such con­
tracts as agent for the T'l'PI and shall consult with TTPI before agreeing to set­
tle any claim. 

XI. AMENDMENT AND TERMINATION 

(1) This Agreement may be modified or amended by written agreement be­
tween TTPI and NAVFAC. 

(2) In the event circumstances are such that either TTPI or NAVFAC deems 
it necessary or desirable to terminate this agreement before completion of any 
services initiated hereunder, TTPI and NAVFAC will consult in advance of such 
termination and will, insofar as possible, fix a termination date sufficiently in 
advance so that the parties may make personnel and other adjustments in their 
operations in light of such termination. 

XII. EFFECTIVE DATE 

This Agreement shall be effective immediately upon signature of both parties 
involved. 

Date: May 18, 1071. 
PETER T. COLEMAN, 

Deputy High Commissioner, 
Trust Territory of the Pacific IsZainds. 

(For Edward E. Johnston, High Commissioner). 
SPENCER R. SMITH, RADM, CEC, USN, 

Commander, Pacific Divi.sion, 
Naval Facilities Engineering Command. 

Civic Action Team.-Civic Action Team involvement in the Trust 
Territory is governed by an Inter-departmental Support Agreement 
which appears below. 

The CAT teams are essentially training groups to provide assist­
ance to the districts in minor construction, indigenous vocational train­
ing and medical assistance. Activities in the Trust Territory follow 
the basic concept and concept of operations followed by the Seabees in 
foreign countries as follows : 

BASIC CONCEPT 

1. The primary mission of a Seabee/Civic Action Team is to provide technical 
assistance to agencies of the U.S. Government abroad involved in socio-economic 
programs. Limited construction support is provided these agencies concurrent 
with on-the-job training of foreign nationals in modern construction techniques. 
The optimum program is one in which the Seabee Team can act as a catalyst to 
accelerate socio-economic development, the end result of which is the continua­
tion of the acceleration once the Team is removed. 
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2. In prosecuting such a program the Team provides construction support, 
formal, vocational, and on-the-job training and a limited medical assistance 
program. 

3. Each Team operates as an integ.ral unit and is not split into sub-units except 
for short periods of time. Unless specifically authorized, Seabee Teams will not be 
employed on routine maintenance or operation of facilities or utilities. 

4. The 'l'eam is provided with an organic allowance which allows them to be 
self-contained and sustaining. The Team and allowance are completely air mobile. 

CONCEPTS OF OPERATIONS 

1. Formal contractual agreement with sponsor agency. 
2. DOD provides a military Civic Action Team with organic equipment and 

hand tool allowance. When Navy is tasked with providing Civic Action Team, 
Seabee Teams are formed by COMCBP AC. 

3. Team is assigned to an employment area in accordance with a request by the 
sponsor agency and/or a designated agency (legislature). 

4. Teams accomplish a construction/training/medical assistance program as 
established by the sponsor agency or his designated representative. 

(a) Oonstruction.-Projects are assigned to the Team by the sponsor or rep­
resentative. The designated representative can be one individual or a committee, 
but normally is representative of the legislative body in the employment area. 
vidual or committee. All construction material for a project is provided by the 
sponsor. It is important to note that the Officer in Charge of a Team must have 
an input to the programming so that a balanced construction workload will 
result, and so that projects are not assigned which are outside the scope/capabil­
ity of the Team. 

( b) Training.-The sponsor or his representative determines the direction in 
which the training program will flow. Trainees and funds for payment of same 
are provided by the sponsor or his representative. 

(1) On-the-job training.-This type of training is conducted on a day-to­
day basis in the normal operation of a Civic Action Team. Trainees are 
assigned for a long period of time (6-8 months) and learn by practical ex­
perience in actual construction of assigned projects. Funds must be provided 
by the sponsor agency for continuing payment of the trainees. 

(2) Formal.-In some cases Team members have been assigned to teach 
a course of instruction in the locally established educational facilities. This 
type of training lends itself to practical electricity, plumbing, refrigera­
tion, etc. 

(3) Vocational.-This type of training is a combination of on-the-job 
training and formal training, and lends itself to carpentry, concrete work, 
basic timber construction, automotive mechanics, etc. 

( 4) Vo·lunteer !abor.-This is the case in which local citizens volunteer 
their time to work on a particular project. It is included in this section in 
that the volunteers are taught some of the basic skills of a construction trade 
in the proper execution of the project. 

( o) Medical assi.stanoo.-This program includes not only patient treatment but 
instruction in sanitation, hygiene and first aid to assigned individuals. 

5. Logistic support of Team equipment, allowance, and life support systems is 
provided by a DOD control element. 

6. The Team often works in close coordination with other sponsor controlled 
construction/contracting/maintenance agencies. An example of this would be the 
undertaking of a major road project in cooperation with the local Public Works 
Department. . 

7. Augmentation of a Team with equipment and/or personnel is accomplished 
on a case-by-case basis for a specific project. 

INTER-DEPARTMENTAL SUPPORT AGREEMENT FOR THE UTILIZATION OF U.S. MILITARY 
CIVIC ACTION CONSTRUCTION TEAMS IN THE TRUST TERRITORY OF THE PACIFIC 
ISLANDS FOR THE FISCAL YEAR 1974 

This agreement, hi made and entered into by and between the Department of 
Interior, represented by the High Commissioner of the Trust Territory of the 
Pacific Islands, and the Department of Defenl!!e, represented by the Commander 



in Chief Pacific Representative Guam and the Trust Territory of the Pacific 
Islands. 

Witness6th: 

ARTICLE 1. AUTHORITY 

This Agreement is executed between the Department of Interior and the De­
partment of Defense pursuant to the authority provided for in 31 United States 
Code 686. 

ARTICLE 2. EFFECTIVE DATES OF AGREEMENT 

Upon the signature of both parties hereto, this Agreement shall become eJfec· 
tive as of July 1, 1972, and shall expire on June 30, 1973, unless sooner termi· 
nated, modified or extended as provided herein. 

ARTICLE 3. PURPOSE 

The purpose of this Agreement is to establish responsibilities and procedures 
under which the Department of Defense in cooperation with the Department of 
Interior shall provide Military Civic Action Construction Teams to the Trust 
Territory of the Pacific Islands. 

ARTICLE 4. SCOPE TO SERVICES TO BE PROVIDED BY DEPARTMENT OF DEFENSE 

A. Oompositwn of MiUtarv OWio Action Oon.struction Teams.-As requested 
by the Department of Interior, the Department of Defense will provide Military 
Civic Action Construction Teams specially trained for civic action and com­
munity development work. These teams will be equipped with a standard allow­
ance of tools and construction equipment and generally will be composed of one 
Military Engineer/Architect Officer, at least eleven enlisted construction men, 
and one enlisted hospital corpsman/medic. The services of Military Civic Action 
Construction Teams will be provided at the district level to supplement existing 
community and governmental programs for construction and technical skill 
training, but will not eliminate government programs presently in existence. 

B. Local Oommunity Projects.-Civilian construction, technical assistance, 
and civilian training projects will be conducted by the Military Civic Action 
Construction Teams. Under the guidance of the local District Administrator, the 
teams will work directly with the local Micronesian people on small scale public 
work projects. Illustrative of the types of projects to be undertaken are water 
catchments, road improvement, small bridge construction, jetty construction and 
repair, school room and small dispensary construction. Priority for the selection 
and accomplishment of these projects will be determined by the local Micronesian 
leaders with the concurrence of the District Administrator and shall be based 
on the technical recommendations of the Officer in Charge of the Civic Action 
Team. Further the projects will be subject to approval by the High Commissioner 
of the Trust Territory of the Pacific Islands and the Commander in Chief 
Pacific Representative Guam and the Trust Territory of the Pacific Islands. 
Minor adjustments to priorities may be made by the Officer in Charge of the 
Military Civic Action Team or the District Administrator in order to provide 
for the best utilization of manpower and available material. Problems which 
cannot be solved at this level will be referred to the High Commissioner of the 
Trust Territory of the Pacific Islands and the Commander in Chief Pacific 
Representative Guam and the Trust Territory of the Pacific Islands for reso­
lution. If insufficient project support is experienced by any Civic Action Team, 
the High Commissioner of the Trust Territory of the Pacific Islands shall desig­
nate specific projects for accomplishment by the Civic Action Teams involved 
when this situation is recognized. 

C. Additional Team Projects and Programs. Additional Civic Action Team 
capabilities may be available to the Trust Territory Government under programs 
to be developed jointly by the High Commissioner of the Trust Territory of the 
Pacific Islands and Commander in Chief Pacific Representative Guam and the 
Trust Territory of the Pacific Islands. Additional functions and services avail­
able include but are not limited to Civic Action Team utilization in formal 
Territory or district level technical training programs, reef or channel blasting 
and expanded medical or dental assistance. 
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ARTICLE 5. FUNDING A.ND LOGISTIC SUPPORT PROVIDED BY THE 
DEPARTMENT OF INTERIOR 

A. Project Materials.-Furnishing of all necessary project materials will be 
the responsibility of the local Micronesian agency for which· a project is being 
constructed by the Civic Action Teams. 

B. Reimbursement Rates.-The Department of Interior shall reimburse the 
Department of Defense in the method described in Article 8. The basic cost of 
9450 dollars per Team month will be utilized plus MAC travel costs when 
approved (See Note 1). There shall be no additional consideration in billing 
for Team relief time when two Teams are on site since this cost has either been 
incorporated in the per diem figures listed below as no additional costs are 
incurred by the additional personnel on site. The functional distribution of costs 
per Team month is estimated as follows: 

Per team 
year 

Per team 
month 

1. Operation, maintenance, overhaul and partial depreciation of basic equipment allow· 
ance ••••••••• _. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ $39, 000 $3, 250 

2. Nonequipment (tool) allowance maintenance, replacement_________________________ 13, 200 1, 100 
3. Service component command element operations (CINCPACREPGUAM/TTPI civic 

action det Guam>--------------------------·-------------------------------- 8, 400 700 
4. Per diem·---------------------------------·--------------------------------- 49, 800 14,150 
5. Communications equipment support (lease fee>---------------------------------- 1, 400 116 
6. Team quarters maintenance/utilities____________________________________________ 1, 200 100 
7. Travel diem and emergency leave______________________________________________ 500 41 
8. Trainee toolkits. _______________ ._____________________________________________ 240 20 

--------~ , Total.. ___ ----------- _________ ----------- ___________________ --------------- 113, 740 9, 477 
Basic Cost per team month_·---------·--------------------------------------------------------- 9, 450 

' There will be no additional charge for per diem while team members are awaiting transportation into and out of Guam. 
Per diem charge of $4,150 per team month will be reduced when a team member is out of the TTPI for other than official 
civic action purposes. Per diem will be charged at the current rate published by U.S. military joint travel regulations. A 
present team members are eligible for ~full per diem or~ ($20) equals $10 per day per man. 

Note: MAC travel when utilized will be charged at the current published rate. The current published oneway rate is $145 
per man. 

C. Reimbursement Rates-Additional Personnel or Equipment.-Costs outlined 
above are applicable to the basic 13-man team configuration and the standard 
tool and equipment allowance (SEABEE Team Table of Allowance, P-26). Aug­
mentation of Team equipment and/or personnel for specific requirements will 
be billed and reimbursed at the following rates, and shall be in addition to the 
basic cost per Team-month : 

1. Augment Equipmoot Oosts: 
Monthly coat 

0307 Truck, passenger :IA, T------------------------------------------- $75 
0360 Truck, cargo, 1 :IA, T--------------------------------------------- 80 
0533 Truck, dump, 21hT--------------------------------------------- 200 
0587 Truck, dump, 5T----------------------------------------------- 300 
0804 Trl, cargo, 11hT------------------------------------------------ 10 
0802 Tri, tilt-top, HYI'----------------------------------------------- 25 
0820 Tri, water, 400 gaL-------------------------------------------- 150 
2432 Mixer, cone, JA-Yd---------------------------------------------- 35 
4230 Crane, NW25 or equivalent_____________________________________ 500 
4420 'Grader, A/W pacer 100 or equivalent___________________________ 215 
4531 Front-end-loader, 1%-yd________________________________________ 315 
4625 Compactor, 5T, vibratory_______________________________________ 240 
4830 Tractor, crawler, case 1150 or equivalent_______________________ 280 
4850 Tractor, crawler, Int TD20 or equivalent_______________________ 530 
5110 Gen, lightplant, 5KW------------------------------------------- 60 
5121 Gen, 15KW---------------------------------------------------- 60 
5122 Gen, 12KW---------------------------------------------------- 70 

2. Augment personnel costs.-AU sites $300/man/month plus all travel costs 
if incurred. 
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D. Reimbursement Rates-Additional Team Programs and Projects.-Devel­
opment of additional Civic Action Team programs as discussed in Article 4 of 
this Agreement will include negotiation of reimbursement rates for such pro­
grams and shall be in addition to basic Team costs. 

E. Land Use, Access and Entry.-The Government of the Trust Territory 
through the appropriate District Administrator shall obtain all necessary access 
and entry clearance onto public and private land for projects undertaken at 
the local level pursuant to this Agreement at no cost to the Department of De­
fense. The Government of the Trust Territory shall also make available suit­
able public land to the Civic Action Teams required for base camps at no cost 
to the Department of Defense. Before any public or private land is entered 
by a Civic Action Team, the Officer in Charge of each Civic Action Team shall 
confirm from the appropriate District Administrator that the necessary access 
and entry permission have been obtained by the Government. 

ARTICLE 6. FUNDING AND LOGISTIC SUPPORT TO BE PROVIDED BY DEPARTMENT OF 

DEFENSE 

During fiscal year 1973, the Department of Defense, through the applicable 
service component, will provide for the military pay, general personnel pay, 
continental United States support, and a portion of the equipment depreciation 
costs associated with the Team's deployments. The Department of Defense will 
fund for new Team sites and facilities in the Trust Territory of the Pacific 
Islands. 

ARTICLE 7. TRANSPORTATION EXPENSES 

Within operational and fiscal constraints, P ACOM organic surface or air 
transportation shall be utilized for the team members whenever available and 
will be at no cost to the Department of Interior. \Vhen necessary to utilize 
MAC/MSC transportation, costs will be reimbursed by Department of Interior 
and shall be in accordance with the personnel transportation costs specified in 
Article 5-B. Such action, however, will be taken only with prior approval of 
the High Commissioner of the Trust Territory of the Pacific Islands. Organic 
Trust Territory Government transportation will be utilized when available for 
inter-area transportation of personnel and equipment and shall be at no cost 
to the Department of Defense. 

ARTICLE 8. METHOD OF REIMBURSEMENT 

The Department of Defense will initially finance the dollar fund requirements 
for the aforementioned services in accordance with current Department of De­
fense reimbursement procedures. Reimbursement by the Department of Interior 
will be on the basis of the costs established in accordance with Articles 5 and 
7 above, and in subsequent amendments to this agreement. A Voucher for Trans­
fers between Appropriations and/or Funds (SF 1080) will be submitted quar­
terly to the High Commissioner of the Trust Territory of the Pacific Islands 
by Commander, Naval Construction Battalions, U.S. Pacific Fleet via Com­
mander in Chief Pacific Representative Guam and the Trust Territory of the 
Pacific Islands. Commander in Chief, Pacific Air Forces and Commanding Gen­
eral, U.S. Army Ryukyu Islands shall submit reimbursement vouchers (SF 
1080) to Commander Naval Construction Battalions, U.S. Pacific Fleet for con­
solidation into one billing. 

ARTICLE 9. REPORTING PROCEDURES 

A message report prepared by each Team Officer in Charge describing cur­
rent Team operations will be submitted twice monthly to Commander in Chief 
Pacific Representative Guam and the Trust Territory of the Pacific Islands 
Civic Action Detachment. A composite of these reports will then be forwarded 
twice monthly by Commander in Chief Pacific Representative Guam and the 
Trust Territory of the Pacific Islands to Department of Interior, High Com­
missioner of the Trust Territory of the Pacific Islands and the applicable Dis­
trict Administrators, Office of the Secretary of Defense, Commander in Chief 
Pacific, and the other appropriate offices as designated. 
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ARTICLE 10, GENERAL PROVISIONS 

A. Yearly Review.-On or about May 1, 1973, a review of the Military Civic 
Action Construction Team Program and this Agreement will jointly be con­
ducted by the High Commissioner of the Trust Territory of the Pacific Islands. 
Commander in Chief Pacific Representative Guam and the Trust Territory of 
the Pacific Islands, and the appropriate service component command elements. 
This review will determine if the program is Droviding the most effective solu­
tion of the objectives outlined in Article 4 and will evaluate the current equita­
bili ty of cost sharing. 

B. Amendment.-This agreement may by modified or amended by mutual writ­
ten agreement between the Department of Interior and the Department of 
Defense and shall be so modified in the event additional objectives, modified pro­
cedures, or adjusted cost sharing arrangements are agreed to and adopted. 

C. Termination.-In the event that either the Department of the Interior or De­
partment of Defense deems it necessary or desirable to terminate this agreement 
before the specified expiration dates, notification of such termination will, insofar 
as possible, be forwarded sufficiently in advance to allow respective agencies to 
make personnel and other adjustments in operations in anticipation of such 
termination. 

D. Ea;tension.-This Agreement may be extended for an additional year (Fiscal 
Year 1974) by either party providing written notice to the other on or before 
30 June 1973, with such amendments and modifications as the parties may mutu­
ally stipulate and agree upon. 

E. Availability <>f Funds.-The performance of this Agreement by the Depart­
ment of Interior is subject to United States grant funds being made available to 
the Trust Territory of the Pacific Islands for Fiscal Year 1973 and 1974, and 
performance by the Department of Defense is subject to the availability of appro­
priated funds provided for the same fiscal years. Should either be unable to per­
form by reason of such unavailability of funds, the other is relieved of further 
obligation under this agreement except as otherwise agreed by amendment hereto 
and provided that reimbursable costs already incurred under this agreement shall 
remain the obligation of the Department of Interior. 

In witness whereof, the parties hereto have executed this Agreement as of the 
dates shown beside their names below. 

Date: June 27, 1972. 
For the Department of the Interior: 

Date : May 23, 1972. 
l'or the Department of Defense : 

EDWARD E. JOHNSTON, 
High Oommissioner, 

Trust Territory art the Pacific Islands. 

PAUL E. PUGH, 
Rear Admriral, U.S. Navy Oommander in Ohief, Pacific, 

Representative Guam and the Trust Territory of the Pacific Islands. 



III. PHILOSOPHY OF PUBLIC WORKS 

Definition of "lnfr(J,8truoture" 
The term "infrastructure" is frequently used with reference to the 

physical aspects of the administration of public works in Micronesia. 
The term has been borrowed from the military where it is used to 
connote the permanent physical installations necessary to support op­
erations. In relation to the Administration of the Trust Territories, 
"infrastructure" is usually construed to include roads; port facilities; 
airports; shipping; and public utilities such as water supply, sanita­
tion, electric power and fuel supply. 

It is appropriate to add to this list the basic physical facilities, trans­
portation, and supply systems which are necessary to support public 
health care and public education. A major emphasis of the public 
works program has been directed toward school and hospital con­
struction, and because the nature of Micronesia imposes difficult trans­
port anctsupply,.req nirenmnts 11 p9ll the.educ.a.tion..ami..he3lth:p1·og;DlilD, 
they cannot be supported by the nongovernmental economy. 

For convenience1 througliout this re11ort the term "infrastrrn;ture" 
will be considered to include not only the physical works and equip­
ment involved in these systems, but also the normal operations and 
maintenance activities required for them to function. 

Lack of Criterion of Evaluation 
As will be discussed more fully in later sections of this report, there 

is no generally agreed upon plan for the development of the Trust 
Territories. Therefore, there is no readily available description of 
what the Micronesian Government, the U.S. Administration, the U.S. 
Congress, and the preponderance of the Micronesian public would 
agree is a minimal acceptable infrastructure. It will be necessary to 
define such a goal, however, in order to evaluate the shortcomings of 
the existing situation and in order to arrive at meaningful estimates 
of the time and expenditures which will be required to achieve the 
goal. 

There seem~ to be a _c;_onsen~us that it i~ the. J?OJi~J,: of th~ 1.Tni~ed 
States_ to pJ:.Qv_id~ the.MJC_!:onesian people w1t_h an mfrastructure 'wh1ch 
will be an adequate foundation f(n_: th~ achievement· of their future 
social, economic, and political aspirations. Certainly if- a portion of 
Micronesia should choose a permanent and closer relationship with 
the United States, the needs and aspirations of those people will be 
coincident with those of the United States and there will be a continu­
ing responsibility to achieve and maintain a viable infrastructure for 
social development. 

For that portion of Micronesia which may choose greater inde­
pendence, the basic infrastructure which is in place at the conclusion 
of the transition will have to be adequate to support the early years 
of independence until decisions about further development can be made 

(21) 
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and the capability for self-financing can be developed. Aside from 
obvious considerations of humanitarianism and international relations 
which shape United States attitudes toward developing nations, the 
special responsibilities which the U.S. accepted as Trustee establish 
a continuing U.S. interest in and responsibilty for Micronesia. 

In part, Article 6 of the Trusteeship Agreement provides that the 
United States shall : 

"2. Promote the economic advancement and self-sufficiency of the 
inhabitants, and to fisheries, agriculture, and industries; protect the 
inhabitants against the loss of their lands and resources; and improve 
the means of transportation and communication; 

"3. Promote the social advancement of the inhabitants ... ; and 
"4. Promote the educational advancement of the inhabitants, and to 

this end shall take steps toward the establishment of a general system 
of elementary education; facilitate the vocational and cultural ad­
vancement of the population; and shall encourage qualified students 
to pursue higher education, including training on the professional 
level." 

Although there is seeming agreement upon the U.S. responsibility 
and intention to provide a suitable infrastructure throughout Micro­
nesia, there is less agreement upon the specific criteria by which suita­
bility shoul~ ~e m~asured. 

gener~:nnpn•:reme-nt ptan.has.J:re.e:rrcmnmum­
atea. 'to tna-'Gongi-~-which would set forth goals for provision 

of a basic infrastructure. The budget levels which have been pro­
posed to and approved by the Congress, therefore, have never, 
been associated with a schedule for the completion of a specific, 
long-term capital improvement program. 

As is usual with the budget process, the Interior and Insular 
Affairs and the Appropriations Committees in both Houses of 
the U.S. Congress have become accustomed to the order of magni­
tude of the budget requests. The Committees also have come to 
believe that the level of expenditure represented by the budget 
trend will result in an infrastructure which is adequate to carry 
out U.S. responsibilities and goals for Micronesia. Quite prob­
ably, Executive Branch managers in the Department of the In­
terior and in the Office of Management and Budget have similar 
attitudes toward the budg~t levels. 

_ • disagreement amon~ 
ple-conoorning·the;.appropriate £utnre. development. or social 
ls ofspeeific;isfands~or communities. For example, many com­

munities even on the more developed and populated islands are 
not now served by vehicular roads. The benefits which would be 
afforded by a convenient, all weather access between such com­
munities and larger population centers which have markets, 
schools, health care, and communications services are obvious. 
There are, however, drawbacks including the disruption of com­
munity life by traffic, distortion of land use patterns, and signifi­
cant cultural impacts upon life patterns. These may outweigh 
the benefits in the viewpoints of some people. 
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When infrastructure is considered for the sole purpose of en­
couraging future economic development, the potential for dis­
agreement becomes much greater. 

Because there is no accepted plan of development which the public 
works programs aim to accomplish on an accepted schedule, there is 
no established benchmark to measure achievement against. ·when par­
ticular shortcomings of the existing programs arc cited, they are 
always subject to challenge on the bases of the above two considera­
tions. The assumptions as to the objectives of the programs can be 
questioned either as to the desirability of the potential ultimate goals 
or as to the cost of achieving them. 

In other words, the contentions can be made that "we don't know 
that the Micronesian people really want these accomplishments and 
anyway, the Congress would be unwilling to fund an effective program 
to achieve them." As a result, the expenditure of a given level of appro­
priations becomes the program goal, and the criterion of achievement 
is simply whatever can be accomplished by that expenditure. 

It is impossible to evaluate the program, however, without making 
assumptions about its objectives. Therefore, the assumptions which 
concern the minimal aceptable infrastructure which are implicit in 
this report are set forth below. 

The Scope of a Minimal Infrastructure 
At the outset of external influences in Micronesia, presumably a 

wide range of potential approaches were possible; the islands could 
have been left in relative isolation, a minimal introduction of tech­
nological civilization could have been considered, or, at the other end 
of the scale, an effort toward maximum modernization and economic 
development could have been made.l 

At present, however, irrevocable policy commitments have been 
made which establish minimum acceptable standards of technological 
development in Micronesia. Several of the most significant of such 
commitments and their implications for development are: 

Governmental establishmerzt.-The United States has encouraged 
and the Micronesian people have adopted a form of government which 
parallels our own. The Micronesian Congress which represents all of 
the inhabitants meets in Saipan. A central Judicial System adminis­
ters a legal system which extends throughout Micronesia. The Execu­
tive Branch, headed by the Hi!!h Commissioner, exercises centralized 
control over many operations throughout the Islands. 

This kind of governmental arrangement has several important im­
plications. The centralization of the affairs of government requires 
facilities for convenient travel and communications. At a minimum, 
safe air transportation between major populations centers and reason­
ably convenient and frequent ·water transport to other islands are 
necessary, both to carry government officials and messages and to in­
form the citizenry of governmental activities. 

A government based upon popular representation and written law 
implies at least a moderate degree of formal education of the populace. 
Furthermore, it implies a modicum of uniformity of education extend-

1 As a matter of h!Rtorlcnl fnct all of the approaches have been taken by the Spanish, 
German, or Japanese on various Islands. 
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ing to the most remote areas, otherwise those less advanced people 
will progressively lose their relative re:r;>resentation. Formal schooling 
opportunities, in turn, require support m the form of communications 
and facilities. 

In a more ahstract sense, centralized government instills needs and 
desires for the advancement of less developed areas at least to the 
level of the most developed islands. ' 

W or~d inf?uenqes.-Previous European and Japanese occupations 
of !h~ .mhabited islands, World War II and subsequent U.S. military 
activ~ties an?- the develop:r_n.ent of Guam as a U.S. territory have all 
had irreversible cultural impacts upon Micronesia. Cash economies 
have all but rep!aced sul;>sistence economies in many population centers 
and have made mroads mto even the most remote islands. Technologi­
cal amenities have been introduced in the form of motor transport, 
!ools, mode.rn construction l'I!-aterials, and trade goods have been 
~ntegrated ~nto th~ way of life. Electric power, for example, once 
mtroduced rn a reliable form, soon becomes a necessity. For example 
dependence upon refrigerated storage of food supplies can make power 
failures catastrophic. 

Population redistribution which is associated with the establishment 
of e~p~oyment and trade c~nte~s present congestion prob]ems. More 
f;lOp~ist~cated water and samtation systems are required and must be 
mamtarned. 

f!wmanitarian oonsiderations.-The ethic which is endorsed by the 
Umted States and nearly all modern nations is that the fruits of 
modern sci~nce and technology sh?uld be made available to the greatest 
extent possible to everyone. Heroic efforts have been made to provide 
modern health care and basic nutrition to the most remote people. This 
e~hic dicta~es that b~ic m~d~cal care, sanitation and preventive medi­
crne, and disaster relief ( arismg from typhoons, drought, crop failures 
etc.) should be provided anywhere it is required in Micronesia. ' 
. Obv_iously, b~ic transportation, communications, and other facili­

ties will be reqmred to support such humanitarian concerns. 
J! ducq,tion:-The .above ir~eve~i~le commit~ents to a technological 

society m Micronesia establish mrnimum reqmrements for education. 
~ basic level. of schooling is necessary simply to utilize written mate­
na]s and written communications associated with citizenship and the 
utility of. tools and ap.Pliances. Literacy must be a basic goal. Beyond 
general literacy, provision must be made for training in administra­
ti?~ ~nd skilled ~rades required to manage and operate government, 
uti~ibes, and b.usme~s. Furthe"?ore, opportunity for advanced edu­
cation for an mcreasmg proportion of the population must be made 
available. · 

An education effort adequate for the above obiectives will require a 
consi?erable public woi:ks effort. Buil~ings must be provided including 
dormito11: ~co:r_n.modat~ons for boardmg students. Travel will be neces­
sary precip1tatmg an mcreased demand for safe, reliable and con-
venient transportation among the islands. ' 

IV. EVALUATION OF THE EXISTING PHYSICAL SITUATION 

The previous discussion establishes a rationale for the evaluation 
of the existing infrastructure in Micronesia. The basic facilities which 
are considered to be required for a minimal adequa.te infrastructure 
are the following: 
Water Supply and Sanitation SystemtJ 

Water Supply.-Provision of reliable and safe water supplies 
should be the highest priority of the public works program. The risk 
of epidemic disease in places of population concentration is perhaps 
the greatest potential threat to people in a tropical region. 

The essential attributes of a water supply system are storage 
capacity appropriate to the source and anticipated demand, adequate 
and reliable treatment faci]ities, and a reliable distribution system 
sized to meet a.ntici.E_ated demands. 

All of the major water systems in Micronesia. a.ppear tQ be inade­
quate in one or more of these attributes. The principal shortcomings 
are in the reliability of treatment and inadequacy of distribution. 

For exam_ple, the 1973 HEW / Interior Task Force Report on sanita­
tion concluded in part-

1. Less than 10 percent of the people of the Trust Territory of 
tha Pacific Islands are served by adequate or sanitary water sup­
p 1 y, sewerage and solid waste disposal facilities defined by 
accepted health standards to be necessary to provide for the pro­
tection of the health and well-being of the people and the preserva.~ 
tiaa of the environment. The health statistics for the Trust 
Territory during fiscal year 1971 indicate poor environmental sani­
tation to be a siO'nificant factor in the health J?roblems of the 
Micronesian peopTe. Amebic d;rsentery and unspecified dysenteries 
were second and third respectively in incidence among the report­
able diseases during fiscq,l J7ear 1970 and fisclll yea.r 1971. 

2. The Trust Territory of the Pacific Islands does not have a. 
comprehensive water supply and waste disposal program to pro­
vide for the planning, construction, operation and maintenance 
of water, sewerage and solid waste disposal systems for all the 
people of the Trust Territory. 

3. Pre1irhii1ary site inspections and reviews of the plans and 
specifications for the water and sewerage capital-improvement­
projects proposed for the district centers indicate potential areas 
of desi~ improvements which should be investigated before con­
struction is permitted to proceed to such an extent that revision 
is infeasible. 

4. There is a shortage of trained ~opl~ in the Trust Territory 
of the Pacific Islands with the abilities to construct, operate and 
maintain water supply and waste disposal facilities or to perform 
the necessary routine inspections of such facilities. A training 
program will be the key to the ultimate success of any water sup-
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ply and waste disposal program in the Trust Terr~tory. ~icro1 
nesians need to be trained and provided experien~ m the 
responsibilities of handling all aspects of a comprehensive water 
supply and waste disposal facilities program for the Trus 
Territory. . 

5. Les8 than ten percent of the people of the Trust Ternto 
of the Pacific Islands have homes which can be described as struc­
tur11D,o sound nd adequate to provide sufffcient space for t~e 
number of occupants.1 The absence of runnmg water and basi 
w~"te disposal facilities for most of the people does not permi 
good environmental sanitation or personal hygiene. Further­
more, most of the existing homes do not provide safety from acci­
dents and injuries or reasonable proClection of the occupants and 
their belongings from insects, rodents or extreme weathe 
conditions. 

6. Most of the people of the Trust Territory of the Pacifi 
Islands live in a subsistence economy or low-income cash econom 
and do not have the financial capability to provide adequate or 
sanitary water supply, waste disposal, plumbing or other ty 
of home improvements to serve .theit. ho.u.sehold.s: 

1. Few of the people of the Trust T~ of th'- Pacific 
Islands are fully aware of he importance of environmental sani'i 
tation and ~rsonal hygiene to the health, happin~ axi.d well 
being of their children and themselves. Limited hMrlirk education 
activities are presently being conducted by the Department of 
Health Services and the educational staff of the Trust Territory, 
but there is no comprehensive health education program. Neither 
a sanitation facilities 1 onstruction program nor a housing! 
improvement program could have maximum impact on the publiC1 
health without an effective health education program and an 
expanded environmental sanitation services program to reach the 
individual families. 

At small and remote population centers, water supplies are more 
informally provid~. 

Sanitation.-Because of the relatively low population densities in 
most areas of Micronesia, sewerage and solid waste disposal are man­
ageable problems. 

In population centers, solid waste disposal is normally handled by 
means of sanitary land fill. Sewage historically has been disposed of 
into the sea. Because an offshore reef and lagoon are usually present, 
sewage is seldom rapidly dispersed and pollution is a major risk. 

Presently, the installation of relatively sophisticated waste treat­
ment facilities at population centers is contemplated. This course of 
action, arising frondhe a~plication of U.S. pollution control laws to 
Micronesia, may be a sigmficant error of judgment. 

Waste treatment plants entail high investment costs and continu­
ing high operation and maintenance costs. Furthermore, treated wastes 
still will contain nutrients which may have continuing adverse affects 
upon lagoons. Breakdown in operations or ineffective operation of 
such plants either because of materials or equipment problems or 
management shortcomings may reduce their effectiveness. 

1 See Auoendlx Vlll, p. 282 for a reply from the Department of Housing and Urban 
Development on housing aBBletance to Micronesia. 

Disposal of untreated wastes at carefully ~lected points beY.o?-d 
the reef might prove to be a better method ?1 many cases._ Imtial 
investments in long outfall lines. ~ould be hig~ but operation and 
maintenance problems would be mm~al. Excepti<?ns ~o current pollu~ 
tion law might be necessary to _P6rIDlt such substitutions to be used. 

A great deal ?f emphasi~ is bemg placed upon water supply aJ?-d ~an­
itation systems m the public works program. Unfortunately, prmmpal 
contracts for water distribution systems are among the worst examples 
of contractor delays and non-performance noted by the study team. 

General.-Water projects and sewer projects are. ge~erally con­
structed together because the transmission and co.llection Imes usually 
follow the same right-of-way. Both typ~ of pro.lects also are.usually 
constructed in individual phases covermg specific geographic areas 
until the entire system is comJ?leted. . 

Five water and sewer l>J'OJectS 'Were revie'nd. The w.ater }?Ortio~ of 
two of the five proiects were incompTete and construction was oo'hind 
sched (l'he remaming t~ree wate~ projects were completed, but only 
one appeared to 1>e operatm~ effectively. Three of th~ five sewer P.or­
tions of the projec.ts. were mcomplete. and construction was behind 
schedule. The remammg two sewer pro1ects were completed and oper-

ati~ Water and Sewer Projtct.-This J?roject was funded in fiscal 
year 1911 for $1.9 million because the existing wate~ and sewe~ systems 
were inadequate. The water system coul~ not provide the 4a1ly water 
requirements of Colonia, Yap (population 1890) and during l!-nn~al 
periods of drought lasting 4 to 10 ~eeks stringent water rationmg 
was required. The sewer system consisted of several raw sewage out­
falls into Colonia Harbor, which polluted the harbor .. ~e ~ntr:act 
to build phase I of the project at a cost of about ~1.1 million, IS bemg 
administered by the Officer in Charge of C~nstructlon ( O.I.C.C.), U.S. 
Navy by agreement with the Trust Territory Government. The con­
tract was awarded to Hanil Development C~mpany, Ltd., a Korean 
firm. Construction began in January 1972, with a sche.duled comple­
tion date of January 197 4. The contract completion date was 
subsequently extended to July 1974, but as of November 1974, 
construction had not been completed.8 
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Portions of the water system have been complef:ed~h~ filt~tion 
plant, a new raw water reservoir, and some of the distribution Imes-­
but storage tanks for the treated water have not been constructed an? 
water reportedly cannot be distrib~ted.4 Cm.;ently, t~e contractor is 
repairing leaks in the system and IS preparmg to bmld the stora~e 
tanks. The latest estimated completion date for the water system is 
February 1975.5 

A small portion of the sewer system has been constructed, but CB.J?-­
not be operated until the entire system is completed. No work IS 

•Similarly limited exemptions to air 1><>Ilutlon laws might be considered to permit 
more versatlllty In fuel use and to reduce the coat of vehicles used In the less eoncentrated 
islands. See Apnemllx VIII, p. 285 for a summaryDeof fu

1
el cost.t C L1:d poor perform~ 

• See Appendix II for a summary of Han1l ve opmen o., .. 
thro 1ghout TTPI. 

• See Appendix I, pp. 119-62. 
I Ibid., p. 63. 
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currently being done on the system and no estimate is available as to when the sewer system will be completed. 

The contractor is reportedly experiencing financial difficulties which 
are a.tfecting the project. 

6 
The contractor's bid was considerably lower 

than the government's estimai,, and the Korean Government will not 
allow the company to transfer U.S. dollars from Korea to comple ... 
the project. o.r.c.c. officials stal<>d that they were reluctant to pull 
the contractor's performance bond or to cancel the contract becauso 
such actions are time consuming and generally involve litigation. 
They sta!<>d that they preferred to continue to push the contractor 
for as much performance as possible and then let the contractor default. on the project. 
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J,td, failure to c"-11plete phases I and II, which could increase the 
cost to complete phase III. The report stated that one reB;son for the 
slow progress on phases I and II may have been that Ham,I had over-

&1'an Water Systnn.-The fourth phase of the water system was 
a warded to the Black Micro Corporation. The Contract wos for $389,-
000 with an estimated completion date of March 1974, which was ex­
tended to Sept.ember 1974. Black Micro Corporation encountered prob­
lems when dIScrepancies were uncovered during construction of Phase 
IV which were caused by the previous contractor. 

7 

Ponape Water and, Sewer Project.-The project was funded for 
$'2.1 million in fiscal year 1971 and $2.2 million in fiscal year 1972. 
The existing water system served only the administrative area and 
a few residents. Distribution Pipelines were above ground and badly 
rusted, and water storage was Insufficient to assure a supply during 
the dry season. Sewage facilities served only the administrative area 
and the Catholic Mission. Raw sewage was pumped directly into the protected reef around Colonia. 

The contract for phases I and II of the project were a warded to 
Hanil Development Company. Ltd. for about $1.9 million. The contract 
is being adniinistered by 0.I.C.C., and construction began in Feb­
ruary 1972. The initial completion date for the project was November 
1973, but it was subsequently extended to December 1974. As of 
November 1974, phases I and II were only 63 percent complete. The 
latest estimated completion date for pha&>B I and II is April 1975.• 

A contract for phase III of the project was awarded to Santa Fe 
Engineers, Inc. for about $1.7 mi11ion. Work on phase III, which is 
also being administered by 0.I.C.C., began in December 1973, and is 
expected to be completed in July 1975. As of November 1974, phase III was about 30 percent completed. 

In August 1974. Austin, Smith, and ASSOciates, Inc., the project 
architect/engineers, inspected the project and submitted a report on 
their observations. They noted that the portion of the project which 
is completed continues to use the old, highly polluted water service 
because the pipeline from the new reservoir to the treatment plant 
had not been completed and construction on the pipeline was 10 months 
behind schedule. Also, the sand for water filters had not been provided 
and the chlorination system, the only other means of purifying the water, was not operating froperly. 9 

The architect/engineers report also noted the contractor for phase 
III of the project wos being slowed by Rani! Development Company, 

• Ibid., pp, 64-65. 

•See Appendix IV for a summary of the Amelco contract and Bettlement agreement. • See Appendix I, p. 66. 
• Ibid., p. 67. 

extended the capabilities of its men and equipme~t on the isla;11d. The 
architect/engineer observed Hanil's men and equipment working on a 
Ponape Transportation Authority project when they should have been 
working on the wat.er and sew.er oject. 

Palau Water and, Sewer Projec .-This project was fund~ for $2.4 
million and $L4 miJlion in fiscal years 1970 and 1972, respectiv~ly. The 
existing water system served onlJ: 50 percent of the populatio~, and 
water rationinO' was necessary during the dry season because of made­
quate capacity~No sewer system existed in Palau, ~xcept for raw sew-
age outfalls from the hospital and government housing. . 

Phases I and II of the project were constructed for about $1.5 mil­
lion by Mitsui-Modec-Central Mill, a joint venture.10 These phases 
were completed and operational in July 1974, over two years after the 
initial estimated completion date of May 1972, and 9 months after the 
authorized completion date of November 1973.U The c?ntract for 
phase III of the project was awarded to Sa~ta Fe Engineers, Inc. 
Construction was initiated in June 1974 and is expected to be com-
pleted in August 1975. . . . 

Since phases I and II of the system became operational m April 
1974, problems have been experienced with the project. As. a result. of 
road construction. the raw water supply has become contaminated w!th 
red soil and silt. The raw water passes t~rough a sand filter to purify 
it before it enters the clean water reservoir. Either because of a l~ck of 
sand for the filter or improper operating procedures,. the filter 1s not 
working properly and the clean water reservoir has become contammated.12 • 

The water supply for Palau, is handled in a part1all,r c~m_pleted 
and badly maintained treatment plant. A sand filter which is.1!1 u~ 
does not have a supply of replace~ent sa~d ai:id in all probab1hty.1s 
septic. The s?le effective trea~me~t is chlormation of the water to ~Ill 
active bacteria, and the chlormat1011 depends .upon consta~t a~ten~1on 
and servicing of the chlorinator. A major port.ion of t~e mam d1stn~u­
tion system is a pre-World War II .~apanese mstal~ation. I~ capacity 
is inadequate for present demands, it may be leak1~1g, and 1t ~ay ~ 
a potential or actual source of contamination. Failure to. ma~nta~ 
chlorination or to chlorinate adequately to c.ombat cont~m1~1ation In 
distribution could present a serious threat of disease. Cons1dermg oth~r 
observable shortcomings in the management of the water system, this is a clan O'erous risk. 

r < l l n l' 

1-. i n o h m, nor h d hi 
· to emt 1 • He also stated that the new s•y•·s.t

111

em-•ca
111

n•n•o•t~fi~ll t e existing storage capacity and P.roduces only a 
few thousand O'allons more than the old system. In spite of adequate 
water supplies7 some portions of the islands continue to have water 
J'ationing. The Director noted that the contract for phase III of the 

10 Ibid., p, 70. 
u Ibid., p. 79. 
,. Ibid., p. 76. 
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project includes the construction of additional storage capacity with 
no increase in pumping capacity.13 

Ebeye Sewage Treatment Project.-Ebeye is a small. densely popu­
lated island of 7.000 people, which had no se"·age treatment system. 
Sewage was allowed to flo"· directly into the lagoon side of the 
island. The lagoon, which is heavily pollnted near the island, is a 
major source of fishing and recreation for the island's inhabitants. In 
fiscal year Ul71, $350,000 was pro\·idf'd to constrnct a sr,rnge treatment 
plant. 

Thr contract to constrnct the treatment plant. which is being admin­
istered by the U.S. Army Corps of Engineers, was awarded to Hanil 
Development Co., Ltd. for $295,050. Constrnction was begun in August 
1972, with an estimated completion date of September 1973. The com­
pletion date was subsequently extended to February 1974.14 

In Mav 30, 1974, the contract with Hanil was terminated at the con­
venience· of the Government.15 At that time only about 13 percent of 
the work had been completed. On Srptember 28, Ul74, Hanil submitted 
a termination proposal for $178,743. This proposal is being examined 
by the Defense Contract Audit Agency to determine the amount of 
any settlement with Hanil for its work.16 

Majuro Water P1·oject.-Potable water is a critical need on Uajuro. 
The atoll's existing water supply was inadequate during the dry sea­
son and water rationing "·as necessary. In fiscal year 1970 a new water 
catchment, processing, and distribution system was authorized for 
~Iajuro. About $3 million was provided for the project in fiscal years 
1970 ancl 1972. 

The '.Yater catchment portion of the project was constructed in con­
j unction with thP Majuro airfield by American International Con­
tractors, Inc. The contract is being administered by the U.S. Anny 
Corps of Engineers. Construction bPgan in .Tuly 1970 and is currently 
!19 percent complete. Both the airfield ancl the catchment system are 
operational. 

During construction of the catchment system, problems became very 
apparent. A rubber membrane which channels rainfall from the run­
way into catch111ent arPas would balloon sc,·eral feet into the air dur­
ing high tide. This ballooning action placed stress on the membrane 
joints to the point that they separated and the fill material which the 
membrane lwkl in plarP "·ashe<l away in the heavy surf.17 In addition, 
the heavy surf resulted in sea water entering the catchment system and 
rontaminating; the fresh watc>r supply.18 Because the water system can­
not remove the salt from sea water. the systrrn must be drained, thns 
reducing the overall s.upply qf fresh wate.r. 19 

Corps of &i,ginePrs offi('jal~ stated that the pr9pl~m with the catch­
ment system i~ a rPsult of inadequate maintenance of the rubber mem­
brane, rather than a clesign problem. They further stated that there 
is no alternative to constant maintenance of tlw system, and such main­
tenanrp has not been performrd. 

" Ibid .. Jl. 80. 
"8ee Appendix II, p. 143. 
15 8ee Appendix I, pp. 82-85. 
JO Ibid., p. 86. 
" Ibid. , PP. 89-91 and !l9. 
is Ibid., p. 87. 
'° Ibid., p. 92. 
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Transportation 
No part of Micronesia is self-contained und<>r present conditions. Re­

J110te villages on the major islands and people on the outer islands are 
dependent upon the District Centers for medical aid, education, trade 
O"oods, and communications with the outside world. The District Cen­
ters in turn are dependent upon Saipan for governmental and adminis­
trative directions; upon Guam and Hawaii for cultural and business 
reasons; and upon major trade centers in Australia, the Far East, and 
the United States, for the logistical support of modern society. 

The continued existence of the present life style in Micronesia and 
the aspirations of its inhabitants, therefore, require at least four prin­
cipal transportation systems: 

(1.) Long haul ocean transport betwe~n Micronesia and major 
supply centers, principally the rnited States and ,Japan. 

(2) Inter-island sea transport to distribute heavy commodities 
and provide means of travel among the islands. 

(3) Local transportation by road and small boat between mar­
ket and communication centers and remote villages. 

( 4) Commercial air transportation to move high valne, light 
weight freight among the maior island centers and to provide 
rapid and convenient travel and communication. 

n.twt:inre, the~ flre existing deficiencirs: rrnd potential 
oolem~ with eaeli of these tra.nsportation systems. 
Long-haul ocean transport.-Micronesia is depedent upon ocean 

transport for nearly all manufactured goods an<l for staples including 
rice and canned foods. About 65 percent of long-haul cargo comes from 
"(Tnited States ·west Coast ports. Most of the remainder from Far East 
Ports. primarily .Japanese but including Singapore (the source of 
petroleum products). Hong Kong. and Manila. 

Several factors combine to make service to Micronesia expensive and 
difficult. 

-Distances are long. Saipan is about i'i.740 miles from San Fran­
cisco, 1,800 miles from Manila, and l.i'iOO miles from Yokohama. 
Saipan is 1.840 miles from the district center of the Marshall 
Islands, Majuro Atoll, and is over 1,000 miles from the district 
center of Koror, Palau . 

. -Quantities to be delivered to individual islands are usually 
small. and the present lack of bulk exports make hauls all one 
way. 

- Port facilities in some islands and onshore provisions for storage 
and handling of cargo are nniversally inadequatr. 20 

Several shipping lines presently make calls at Migronesian ports, 
however, the frequency of service is inadequate. Much of the dela~ 
in construction contract performance has been attrilmte<l to the diffi­
culty of obtaining eqnipment and snpplies. Delays in deliveries of. 
food and trade goods have led to hardship conditions at times. 

An effort to provide assured schednled ocean transport nnd.er fran­
ehise arrangement was maclP in 1968, but failed and. was terminated. 

20 For example. at Yap the rlock con•i•ts of a barge which is tied to what is supposed 
to he the <lock. At the time the smff wa" in Yap It wn" ll"tlng at approximately 15° nnrl a 
p11mn mu"t be operated 24 hour" a dn~· to preYent it from Rinking. The barge ha" since 
~u nk. 
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The circumstances surrounding the failure are quite controversial and 
it is difficult to judge the causes. 21 

Eac_h of th_e District Centers, except Yap, has the capability of 
handlmg a ship of the type which presently call. None of the existing 
ports, however, are adequate to handle all modem shipping nor to 
handle the largest containers presently in use and which may become 
extensively _used in the future. Every port requires additional ware­house capacity. 

Inter-island sea transpo1·t.-Presently the Trust Territory Govern­
ment has a program for the acquisition of surplus ships from the 
Maritime Administration which are in turn chartered to Micronesian 
private interests for operation. 

ese ships ara-plagued with mainternmcc-difficuitic-s: 1-CC.placement 
,parts for the obsolete--mechanic:rl equipment arc difficult to obtain, 
and ships are ·frequently out, of-service for extended periods. 

A ship maintenance facility has been established at Pelelin Island. 
The study team was prevented from visiting the facility by adverse 
weather conditions. There is no present air service to Pelelin and the 
harbor is said to be quite difficult or outright dangerons for large 
vessels. Serious questions have been raised about the judgement of 
establishing a vital facility in such an inaccessible and difficult 
loGa ti on. 22 

A vigorous program Of recruiting aiid training l\IicTOnesian seamen 
and officers to man these ships is under way. This program holds 
promise for significant improvement in the management of the avail­
able l\Iicronesian shipping. 

A program has also been initiated for the construction of specially 
designed ships which are self-equipped for unloading in the absence 
of shoreside facilities. The first of these vessels has recently been put 
into service and appears to be operating effectively, although there is 
doubt if it can get into all of the outer islands. Some such innovative 
form of transport will be essential to provide inter-island shipping to 
outer islands. Presently, passenger and freight service to remote is­
lands is carried by so-called field-trip vessels and an assortment of 
landing ships and other small military-type vessels operated by the 
Trust Territory Government. 

Some of these ships, which often carry as many as 100 deck pas­
SPngers on trips lasting two days, can only be characterized as ocean­
going versions of the "African Queen." One District official aptly re­
ferred to such a trip as "cruel and unusual punishment." Yet such 
\'essels are the lifeline and sole communications to several inhabited 
islands. 

T.liel"tl 11-ppcars~to - be-rno coherent plan to impTO,~e the ocean-going 
ansportation system. Efforts are being made to obtain suitable ships 

for inter-island traffic and to upgrade existing port facilities, but they 
appear to be unrelated to the total problem. 

Advantages would be offered if one or more major transshipment 
ports '"ere established with facilities to handle large vessels efficiently 
and with adequate protected storage including warehousing and re-

21 
See Appendix V for a summary of the events leading up to the formation of TransPac and subsequent receivership. 

22 
See Appendix VI for a summary on the southern Peleliu ship repair facility (Port :\Tixon). 
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frigeration facilities. Larger quantities of freight could be brought 
to such centers by long-haul commercial shipping. 

Transshipment from the major ports to other islands could be pro­
vided by specially designed ships and by barges. Such inter-island 
traffic, which would also provide passenger accommodations to remote 
islands, could be operated by l\Iicronesian interests. It is probable that 
some form of subsidy would be necessary to support reliability and 
frequency of service unless and until economic development provided 
it greater volume of commerce. 

Ha.rbors and docks.-Each district in the Trust Territory has some 
type of harbor or dock facility. Many of these facilities are inadequate, 
ho"·ernr, either because the harbor is too shallow, therefore requiring 
the lightering of all cargo, or the dock is in critical need of repair. 
During the period fiscal years 1970 to 1974, over $2 million was pro­
rided for four harbor and clock projects. Two major projects were 
undertaken in the Ponape District at a cost of $1.2 million and $800,000, 
respectirnly. The larger project has been completed and is operational. 
The smaller project is funded through design and engineering and 
some construction. 

Two smaller repair projects of about $100,000 each were also under­
taken during the same period. One of these projects is complete and 
operating satisfactorily, but the second proJ ect, a Yap dock repair 
project, appears questionable. 

The Yap dock project was funded in fiscal year 1973 for $100,000. 
The purpose of the project is to cap the existing steel dock face (which 
had eroded badly) with concrete. Although about $58,000 has been 
expended on the project, primarily for a feasibility study, equipment, 
some excavation work, and travel, the project has been temporarily 
suspended because of higher priority work. 

An inspection of the clock revealed that the steel dock face is so 
corroded that it is questionable whether the face will be able to bear 
the weight of the concrete to be poured in the excavated area. Also, it is 
questionable whether the remaining funds provided will be sufficient to 
complete the project. 

Loe((/ tmnsportation.-Road networks on many of the most densely 
populated islands do not serve all of the vi.Hages. Most of the hard 
surface on previously paved roads in the Trust Territory have dis­
appeared because of storms, traffic wear, construction activities on 
other projects, and poor maintemmce. tecbniq11es. eonsequen£ly, other 
than on Saipan, only a few miles of panel roa<ls exist-in the-islands. 

During- the 5-year period fiscal year 1970 to 1974, approximately 
$3.6 mil hon was provided for road construction throughout the islands. 
Most of the funds, however, have been used to open up new areas for 
development with dirt or coral TOads, rather than paving existing 
roads. These new roads, in turn, require constant maintenance during 
the rainy season. 

On Ponape, the circumference of the island is about 50 miles. At 
present, there are only about 17 miles of road in the vicinity of the 
main community of Kolonia. Traffic to communities beyond the road 
network is by small boat. Because of the shallowness of the lagoon off 
Kolonia. tranl is often limited by low tides or bad weather. Owners 
of Janel in the interior of the island must use jungle footpaths some-
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times fol' several miles to tend and harnst bananas and other crops. 
Intensive, commercial agriculture which was carried on during the 
Japanese occupation is severely cmtailed by difficulty of acces~. 

There appears to be general agreement on Ponape that a circum­
ferential roacl is needed. Hecently a transportation authority was 
formed locally and is constrncting a portion of the roads. Progress, 
however, is slow and only a few miles are being completed each year. 
The more difficult stretches of proposed road, away from Kolonia 
have not yet beC'n surveyed on the gromlll, hence no {·eliable cost esti­
mates or schedules of colllpletion are possible. 

On Palau, the situation is similar. The District Center of Koror 
is servecl by a road network and is connected to the airport on the 
adjacent island of Babelthuap by a road and eable d1fren ferry. A 
bridge to replace the feny is planned but construction has hC'en de­
layed by difficulties with thC' initial design and contractor.ZS 

Only about a mile of road in the town of Koror is paved. The re-
111aining dirt and coral surfaced roads are poorly graded and drained 
and ravel in the constant rain. At the time the study team was in 
the Palau, the main road between Koror and the airport had become 
nearly impassable for 2-wheel drive vehicles. 

On the large island of Babelthaup, the Japanese road system has 
clisappC'ared. \Yith the exception of the airport area, traffic between 
Koror and villages on Babelthuap is by small boat. \Yhile natural 
navigation conditions are more advantageous than in Ponape, there 
is a similar lack of navigational aids. 

Hoads in Yap were at one time the best in the Trust Territory ex­
cept Saipan. Little evidence of the original paving remains. Part of 
the problem has been with the contractor for the water and sewage 
systelll. After digging up the roads to lay lines, the roads were back 
filled without providing a hard surface as required by the conrract. 
The basic soil composition of Yap is clay, and during the rainy sea­
son, the back fill turns to mud, washes away, and leans potholes. The 
second problem is the repair work of the Public \Yorks Department. 
Instead of filling potholes with hard fill, a grader is used which has 
resulted in the almost total rellloval of the hard top which remained. 
Four wheel drive vehicles are almost uni VC'rsally necessary except 
when the roads are dry. 

thile, little 01'4_10thing:-i~h~ing"!'d01w-to-rt"dnct• tht- hnzm:ds of 
11 boarna-vigation i:hrouglmutthe territory: There is no meaning­

ful program of harbor and channel improvement, there are no naviga­
tion lights. and there are not even any rudimentary channel markers. 

001nmncial afr tran8portatio11.-The District Centers of Saipan, 
Yap, Koror (Babelthuap), Truk, Ponape. ancl Majuro and the islands 
of Tinian and Hota are servt>d by commercial air carriers operating 
ont of Gnam. The principal carrier is Air MicronC'sia, a subsidiary of 
Continental Airlines which also owns and operates hotels on Saipan, 
Gnarn, Kornr, and Truk. 

Air :.\1icronC'sia normally operates two Boeing 727 jets which are 
esnC'cially ('quipped for the servic<>. The planes ham reduced passenger 

'""'4 " AnnPndix III for n summary of status of the Koror·Babelthunp bridge. 
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space and a cargo hold in the forward section. Special navigational 
equipment, 1andmg gear, and taflon protection on the undersides of the 
fusilage have been provided. 

Regular flights average about three times weekly to each island. 
There is daily service between Saipan and Guam. Flights through the 
Caroline Islands continue to Hawaii and return twice each week. 

Air Micronesia has maintained a spotless safety record thus far 
ilespite difficult operating conditions. The airline is the lifeline of 
Micronesia. Because radio-telephone service over the longer distances 
is unreliable and shipping is slow, "Air Mike'' is both the only emer­
gency supply system and a primary communication system. 

Them presently m~ 1yo p-ro-visi011s for special medical evacuation in 
ands-:ancl: schedulccl· commercial flights provide_the sole means 

of transporting seriousl)~ ill and·emeTgency patients..from the District 
('enters to the hospital at Guam. For example, a seriously burned 
infant receiving intraYenous fluids was brought from Palau to Guam 
on one flight taken by the study team. Stretcher cases are 
common place. 

Air Micronesia has operated at a deficit since its inception. Hates 
at present are excessively high for Micronesian living standards but 
the airline is still losing money. lithe ser~iee provided by-Air Micro­
nesia were term.mated, the· entire social and -economic _ structure~of 
modern :.\1icronesia would collapse. 

It appears that, unless the anticipated increase in tourism, primarily 
from .Japan, materializes, airline rates will become prohibitive for 
ordinary passengers and freight. Some form of subsidy may become 
necessary. 

·with the exception of the recently completed airstrip at Majuro, 
the airstrips in :Micronesia are inadequate for normal 727 operation. 
The aircraft can operate only with reduced loads in daylight. 

The airstrips at Yap and Trnk are of marginal length leaving 
absolutely no margin for error. AO"ain, "·ith the exception of Majuro, 
the strips are coral surfaced and require constant maintenance to 
prevent potholes . 

• '\.ir Micronesia is a regulated U.S. carrier and is therefore subject 
to the safety regulations of the Federal A Yiation Administration 
(FAA). The airstrips, however, are not subject to F.A.A. control. 

The Majuro airstrip and the new airstrip presently under construc­
tion at Saipan have been assisted by Federal aYiation grants and will, 
therefore, be constructed to F.A.A. standards, but the F.A.A. does 
not have the authority to control the operation and maintenance of 
completed strips except by denying the carrier permission to use them. 

If foreign carriers and general a via ti on traffic increases in Micro­
nesia, serious risks of major accidents will increase. 

TherC' are plans to improve tlw strips at Yap, Babelthuap, and 
Trnk. Progress is slow, ho\Yever, and funds for the Yap airport project 
have been diverted to other projects. 24 

Airfields.-Five airport projects haYe been funded beyond the de­
sign and engineering phase. Three of these projects involved repairs 
on existing airfields and tw·o projects inYolved the construction of new 
airfields. T\YO of the repair projects haw experienced problems. 

" See .\ppendix I, p. 112. 
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The airfield runway on Yap was resurfaced and improved by a Navy 
Seabee civic action team at a cost of $600,200. The work was com­
pleted in January 1974. The material used to resurface the runway 
was too thin and did not adhere to the subsurface and as a result, un­
der the weight of aircraft, the surface stretched and pulled apart. 
During aircraft landings and takeoffs the runway surface splatters 
and is blown away by jet engine blasts. . 

In order to maintain jet service to Yap a continuing preventive 
maintenance program with on-site inspections before and after each 
landing and departure was considered necessarv. Current maintenance 
is designed to keep the runway level and free· of potholes and no at­
tempt is being made to save the runway surface. Dist1%t- officiaJs do 
not believe a proper maintenance program can be undertaken given 
the limited amount of equipment and maintenance personnel available. 

Improvements to and resurfacing of the Palau airfield runway 
were completed in June 1973 by a civic action team at a cost of about 
$350,000. A major portion of the work involved filling a dip in the 
runway which was 1,000 feet long, 150 feet wide, and 3 feet deep. The 
dip was located on a portion of the runway which was built on a deep 
landfill and was caused by settling of the landfill. 

The repaired 0rumva-y is in need of extensive maintenance and the dip 
remains -in the runway. District officials are hopeful that interim re­
pairs to the runway will last until a new airfield can be funded and 
constructed. 
Electric Power 

Only major population centers in Micronesia are served by central 
station electric power. Power stations are fueled by oil. Reliability 
presently appears to be as high as could be expected for small power 
systems in remote locations. In some instances demand growth is 
straining the installed capacity and problems are exacerbated by de­
lays in equipment deliveries and construction. In Ponape, for example, 
construction of the new power plant was only 18 percent completed 
a month after the scheduled on-line date. 

Micronesia has been particularly hard hit by recent increases in 
fuel prices. The increase price of oil is reflected not only directly in 
the cost of petroleum products at the refinery, but indirectly in the 
increased cost of transportation of the fuel to the islands. 

There are opportunities for small hydroelectric installations on 
some the islands. The Japanese constructed such facilities on Pon­
ape, for example. No serious studies are presently in progress. 
Health and Medical Support 

General.-The goal of TTPI health services is to establish a system 
of comprehensive medical, dental, and preventive health services 
throughout the Territory equal of that of the United States. The basis 
for this system is a network of dispensaries throughout the islands 
serviced by district hospitals and a teaching/ referral hospital complex 
located on Ponape. 

The study team made no attempt to evaluate the adequacy of health 
or medical services in Micronesia. The provision of hospital and clinic 
buildings are, however, a major part of the public works program and 
were involved in a number of cases considered by the team. 
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Presently, trained medical personnel including qualified doctors are 
working in the existing facilities which are in some instances make­
shift accommodations in available buildings which were intended for 
other purposes. , 

On other islands, a program is in progress to install prefabricated 
and preequipped clinic buildings which will be staffed by medical 
technicians. The condition of existing facilities varies. Maintenance 
of existing facilities does not appear to be up to the standards of clean­
liness ordinarily observed in medical facilities. 

The present hospital in Yap, for example, is located near the dock 
an d is built on a Spanish garrison with no room for expansion. 

During the period fiscal years 1970 through 1974, about $7.3 million 
was provided for hospital construction and renovation and about 
$500,000 for the construction of dispensaries. During this period, one 
new hospital was constructed, one hospital was renovated, and a pedi­
atric ward was constructed at one hospital. The referral hospital on 
Ponape was also funded for $5.6 million, but construction on the 
project has not yet begun. Also, a hospital on Kusaie has not been 
completed although the project was initially funded in 1969. Approxi­
mately 35 of the estimated 85 dispensaries needed were funded during 
the 5-year period. 

Ebeye Hospital.-The hospital project, which was administered by 
the U.S. Army Corps of Engineers, was constructed at a cost of about 
$530,000 by American International Contractors and was completed 
in July 1973. The hospital was constructed with a corrugated steel 
roof which has badly deteriorated. 25 There is no warranty recourse 
against the contractor because the hospital was designed with a steel 
roof by the Trust Territory design and engineering department.26 

This type of roof requires an extensive amount of maintenance, par­
ticularly in an area where salt spray is a critical factor. 27 The roof has 
not been maintained or provided with some form of protection from the 
salt spray because of a lack of funds. 

Ponape Hospital.-The contract for $4,771,587 to construct the 
referral hospital was awarded to Hanil Development Company, Ltd., 
in June 1974, with an estimated completion date of ,July 1976. Actual 
construction has not begun although the site has been cleared.28 

Education Support 
The study team made no effort to evaluate the adequacy of the educa­

tion program. School buildings are an important part of the public 
works program. Many of the school facilities include dormitory ac­
commodations for boarding students from remote communities. 

Some of the facilities, notably the Micronesian Occupational Center 
at Koror, do not show a great deal of architectural imagination. The 
buildings have an uninviting, institutional aspect, and do not blend 
well with the island environment. 

e schooLbuild:ing program suffers from the same:noor:contractor 
performance noted above. 29 

'"!'l~e A ppenillx I. p. 100. 
20 See Appendix I, p. 101. 
zr See Appendix I, pp. 102-104. 
"'See Appendix I, pp. 105-110. 
20 See Appendix I, p. 111. 



V. MAJOR OBSTACLES TO ACIDEVEMENT OF AN ACCEPTABLE 
INFRASTRUCTURE 

Ove~ 
The obstacles to carrying out a sound public works program and 

achieving the near term goal of a minimal acc~tD}>le infrastructure 
are impr(lSSive. Many of the difficulties are inherent in the geography, 
climate, and history of Micronesia and will continue to present prob­
lems wliaee1ter admmistrative approach is taken. 

The present administration of the program, however, also appears 
to be a source of many shortcomings in the program. Before recom­
mending steps to be 'taken to improve the program, it is useful to re­
view both types of obstacles, those which are inherent in the 
Micronesian situation and those which appear to be administrative in 
nature. 
Natural arid Hi8toric<il Factors 
Geo~jfihy arid demography.-The Trust Territory covers about 

three · ion square miles of the Pacific Ocean including more than 
2,000 islands. The population of 120,000 is dispersed over about 100 
islands. The largest pofulation is on Ponape Island with l'i,258 Eeople. 
The smallest on Sora Island, Yap District with 8 people (Ngulu 
Island, Yap District also has only 8 people). 

Va.st expanses of open ocean separate the islands. Even the popu­
lated islands within some of the Districts are separated by htmdreds 
of miles. 

Small concentrations of people make the provision of full govern­
ment services at each populated island impossible and the large dis­
tances make centralized services costly and ineffective. This factor 
alone places practical limits upon the level of development which can 
ultimately be achieved. 

The islands, moreover, are geographically diverse. They vary from 
relatively large, hilly and jungle covered volcanic island complexes, 
such as the Palau and Ponape, to low lying coral atolls, such as 
Majuro and many of the outer islands, which at the highest point are 
barely six feet above sea level. The diversity of geographical condi­
tions is reflected in peculiarities of construction, operation and main­
tenance problems from island to island. 

Micronesia in its entirety is remote from major sources of techno­
logical materials and equipment. Almost any significant construction 
project will require logistical support from Japan, Australia, or the 
continental United States. 

The logistical problem is not merely a matter of transportation cost 
and initial mobilization time. If unforeseen design changes or equip­
ment failures should occur in the course of construction, which is a 
common situation in construction projects anywhere, a great deal of 
delay will result as new materials or replacement parts are obtained. 

(39) 
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Operation and maintenance similarly plag:ued by the 
dispersal 0£ population and the distances mvolved. There is not suffi­
cient activity taking place in any single community to warrant large 
materials stockpiles, duplicate equipment, or sophisticated spare parts 
stocks. Central depots 0£ spare materials, equipment, and parts in 
Micronesia might still be hundreds 0£ miles from the place 0£ need and 
require difficult sea transport £or delivery. . 

Administrative decisionmaking is encumbered by the lack 0£ reliable 
communications among even the major islands and by the difficulty 0£ 
travel. Contractors working under the primary direction 0£ the Tr?st 
Territory Government in Saipan are difficult to oversee. 
spectors are reluctant to work on the remote islands under primitive 
conditions. 

Olimate.-The climate 0£ Micronesia poses special problems £o: the 
construction, operation, and maintenance 0£ public works. Humidity 
is high throughout the Territory and rainfall is heavy. Combined with 
salt spray on the lower lying islands and coral roadways on all 0£ the 
islands, moisture takes a heavy toll 0£ automotive equipment. Pres:: 
ently, conventional automobiles have a useful life, from new delivery 
to 0£ only two or three years. 

Micronesia is also in an area where major tropical cyclones (ty­
phoons) develop and strike. Major storms have severely damaged the 
islands frequently in recent years. 

The frequency 0£ storms not only necessitates disaster relief capa­
bilities, but it requires the construction 0£ essential facilities to typhoon 
resistant standards. 

Economic limitations.-Much 0£ the economic activity whch took 
place in Micronesia under the Japanese is no longer in existence. Com­
mercial fishing has only recently begun to be revived, and fish taken 
out 0£ Micronesian waters by Korean, Taiwanese, and Japanese fishing 
boats are l?rocessed elsewhere while canned fish continue to be an 
important import in Micronesia. 

Agricultural enterprises on Babelthuap and other islands are no 
longer active. Although some encouragement is being given to ex­
panded agriculture in Ponape, Tinian, and elsewhere, staples such as 
rice are major imports as are canned goods 0£ all kinds. Copra con­
tinues to be a major export and the market currently is good, but the 
potential for processing coconut oil in Micronesia is just being 
explored. 

Soils on the islands are not good and place natural limits upon 
agricultural production. It is probable that agriculture can be ex­
panded to provide a greater portion 0£ foodstuffs consumed in Micro­
nesia and a few specialized crops (pepper, tropical fruit, coconut 
products, etc.) £or export. 

Fishing or the servicing 0£ fishing vessels offers another opportunity, 
and partial processing 0£ fish could be considered where a labor force 
exists. These opportunities would require adequate harbor facilities, 
water supply, and other utilities to support them. 

T?urism is another potential source 0£ economic growth. Japanese 
tourists are already prevalent on Saipan and are interested in Truk 
and Koror. Sport fishing and skin diving opportunities abound. World 
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War II historical sites are potential attractions £or both J and 
American visitors, and the natural settings and cultural attractions 0£ 
the islands are impressive. 

Few 0£ the islands, however, have hotel accommodations which are 
equal to modern American and European standards and none have 
hotels which are equal to those 0£ French Polynesia, Indonesia, or 
several other Pacific locations which will compete for the same tourist 
trade. 

More significantly, there is a lack 0£ facilities and entrepreneur 
activity to accommodate tourist activities. Convenient local transpor­
tation, shopping, tours, and guided tours are sketchy or nonexistent. 

The attraction and ready accommodation 0£ an increased tourist 
trade will be directly related to the provision 0£ a basic infrastructure. 
It also will depend upon a decision that the people 0£ the several 
islands are receptive to tourism. There is considerable controversy 
concerning the desirability 0£ tourism on many islands and each will 
have to make its own choice. 

In summary, the outloQk for economic development in Micronesia 
is from bright. The opportunities are limited and competition for 
fishmg and tourist trade is brisk in the Pacific region. Furthermore, 
the worldwide economic situation will probably dampen investment 
activity in general for the foreseeable future. 

The significance of the economic limitations for the objectives of a 
public works program are varied. 

-A basic infrastructure should at a minimum provide the essen­
tial facilities and utilities to attract and support the kind of 
development which the Micronesians want. 

-The infrastructure, to the extent possible, should be limited to 
one which can reasonably be operated and maintained within 
the anticipated revenues and outside assistance available. 

-The operation and maintenance 0£ the infrastructure should, to 
the extent possible, preempt as few trained technicians and ad­
ministrators as possible. To the extent that available talent is 
absorbed by government, commercial development will be con­
strained. 

Emsting Administration 
Aside from the incontrovertible natural difficulties 0£ mounting a 

successful public works program in Micronesia, there are several as­
pects 0£ the present administrative approach 0£ the Trust Territory 
government which diminish the success 0£ the program. Unlike the 
natural and historical factors which have been noted above, these ad­
ministrative shortcomings should be amenable to short term correc­
tion or improvement. 

Planning. to be a. general lack of adequate long term 
planning throughout.the public works program. A variety 0£ compre­
hensive planning documents do exist, however, they are not actively 
updat(},d,nor are used as an active basis for program planning. At 
the District dQes have_ an planning process. 
In general, very fe.w resou_r_:ces (£unds.l manpower, etc.) are 
available to invest in planning. As a result, plans beyond the immedi­
ate budget cycle are often predicated on sketchy data. For example road 
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S. Design and contra.ct <Ulminiatratwn.-The detailed investigati 
design and contract administration of major construction projec 
should be contracted to architect-engineering consultinj!,' firms to the 
greatest extent possible. The Trust Territory technical staff shoul 
perfo~m as knowledgeable "owners" rather than as a design and con­
struction agency. 

This approach is presently being used on some proj~ts. A priva 
consulting firm is providing these services on the Saipan airport, and 
the Navy and Corps of Engineers have performed design and con­
tract administration on other projects. 

There will be a shorta~e of technical personnel in Micronesia for 
decades to come and the Micronesian government will not be able to 
afford to maintain a staff with comprehensive technical expertise. The 
breadth of expertise and the extensive experience of major consulti 
firms can be brought to bear if sufficiently large job units are consi 
ered. Trust Territory officials can then confine their eft'orts to revie 
approval, and policy oversight of the work. 

;Experi~nce with the owner~consul~ant relationship would prepare 
M1crones1an managers to contmue usmg such an approach. The avail­
able technically .trained Micronesian managers would thereby optii 
mize their e:ff ectiveness in the future. The approach has proven to be 
e.ffect~ve in other developing nations facing similar managemen~ 
situations. 
Operatihn and M aintenanae 

1. Role of District Adminiatrators.-District Administrators should 
have a leading and continuing role in planning for capital improv 
ment programs. To the greatest extent possible. however, District Ad­
minis~rators should be relieved of any responsibility to carry out con­
struction programs. 

While construction of major facilities is being completed (as dis­
cussed above) district public works forces should concentrate upon 
t~e. ~evelopment of an operat!on and maintenance capability. Respon~ 
sibihtv for operation and mamtenance should be delegated to the Dis­
trict Administrators to the greatest possible extent. Thev should con­
tinue to operate and maintain existinj!,' facilities and should assume 
responsibilities for new facilities as construction is completed. 

Relieving the Districts of construction responsibilities will enhance 
their abilities to improve operation and maintenance performance in 
the short term future. 

13. Training.-A major effort should be made to train Micronesian: 
s1;1-t?e_rvisors and mechanics for operation and maintenance responsi­
bilities. A proaram should be developed to provide supervisorv pn­
sonnel with short-term, on-the-job experience in modern operations fa 
Guam: Hawaii: in forei~ situations such as .Tapan, Singanore, Hotig 
Kong. and Australia; in militar:v instalJations: or on the U.S. main­
land. Trained mechanics. similarlv. shouJrl bf\ iri.ven opportunities to 
work for short tours in modern. hiah standard situations. 

Public S"hool educ11tional proaramR in Micronesia should be re­
v!ewed to determine if the:v 11-re providing an adeouate basiR of te<>h­
mcal mathemAtics nnd mechanicRl conceot.R to nrepare students for 
training in skilled trades. A special effort should be made to develop 

jnnovative training programs for mechanics drawing upon experience 
in other countries with emerging technological cultures. . 

s. Equipment.-An intensive effort should be made to standardize 
both mobile and stationary equipment. The existing policy of. heavy 
dependence upon excess military equipment should be reconsidered. 
Substantially increased expenditures for mobile equipment and tools 
will be necessary. Considering the short remaining useful life of most 
existing mobile equipment in Micronesia, standardization could be 
accomplished in a relatively short time. . . . 

As purchasing programs for aut~motive and ~ob1le constr1;1-ct~on 
e<J.uipment are developed, consideration should be given to ~egotiatmg 
with the principal suppliers for major maintenance services, spare 
parts depots, and operator and mechanic training programs. . 

Similarly, future construction contracts should stress standardiza­
tion of mechanical equipment such as pumps, motors, compressors, etc. 
to simplify maintenance, reduce replacement parts problems, and en­
hance the opportunity to obtain services from manufacturers and 
suppliers. . 

4. Shipping.-A major objective should be to improve sea t!a.ns­
portation. Projections of future traffic should be prepared gi~mg 
recognition to conditions and activity elsewhere in the Pacific region. 
A shipping consultant should be engaged to prepare the survey. 

Consideration should be given to the development of one ?r n.iore 
central ports capable of receiving the largest of modern contamerized 
vessels. Warehousing, refrigeration and .other storage ~ould be 
provided to receive large s~ipmen~s of freight for ~ranssh1pl!lent to 
all or to a major .Port of Micronesia. Such a por_t might also mcl1;1-de 
facilities for repair and servicing of deep sea fishmg vessels operatmg 
in the region. . 

A fleet of specially designed ships for inter-island sea tr.anspo~t 
should be expeditiously completed. ( ~ pro~am to accomplish this 
objective is presently underway.) .The meffic1ent an~ obsolete surplus 
ships presently in use should be retired as soon as possible. 
General, 

1. Standards.-The application of stateside stand.ards to projects 
and activities in not only Micronesia but also American Samoa a~d 
Guam may ve!y well entail addition!11.costs incommensurate with 
available fundmg and needs. Auto em1ss1on ~tandards m11;y foreclose 
the use of motorbikes and other transportation common m the area 
and better adapted to the nee4s of th~ people. The. i:elativ~ size ?f the 
islands and atolls when combmed with the preva1lmg wmds dispels 
the immediate air pollution threat present stateside. 

The enormous costs of secondary treatment plants can be contrasted 
with other basic needs when outfall lines can be constructed to empty 
beyond the outlying reefs. . . 

Stateside standards, in part, are pai;-ticularly mapphcable to hous-
ing construction and shou~d be re-ex~mmed. . 

Pursuant to the authority of Article III of the Trus~eeship Agre~­
ment the various agencies which appl:y standards apphcabl~ to pro)­
ects ~nd activities in the Trust Territory should re-examme those 
standards to determine whether variances should be made with respect 
to 'IT, Guam and American Samoa. 
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2. Legi8"latwe liai8on.-It is clear that the Congress cannot effec 
tively exercise its authority for the benefit of the Micronesian people 
unless it is adequately informed of conditions and needs. The primary 
responsibility for tliis function rests with the Department of the 
Interior, specifically with the Congressional liaison of the Department,. 

While the Department has in general been prompt to respond to 
inquiries, it is necessary that a more active role be assumed by the 
Department in bringing problems and general events to the attention 
of the Congress. 

For example, the Committee received a telegram from Governor 
Hayden of American Samoa just prior to the departure of the staff 
team. The telegram emphasized the severe water shortage due to a 
drought and requested assistance to procure funding for a reservoiri., 
This t:ype of information should have been brought to the attention 
of the Congress by the Department. 

The Department of the Interior, through the Congressional liaison 
should assume a more active role in initiating communications to the 
Congress on the needs of the various territories and the Trust 
Territor_y. 

3. Safety of airports.-Air transportation continues to be a vital 
element of the future for Micronesia, but for the development of the 
economy of the various districts, and to improve safety and communi, 
cation, it is imperative that the quality of airports be upgraded. It 
is to the credit of Air Micronesia that no lives have been lost to date 
given the condition of the runways, specifically at Ya)?· 

At present, Air Micronesia. is limited to flymg durmg the day which 
complicates service and scheduling of flights between district centers. 

Although :projects are underway to improve the quality of the air­
ports at all districts (Majuro having been finished) there is no control 
by the Federal Aviation Administration over operation or maintenance 
of the airports except to the extent that it can prohibit U.S. carriers 
from utilizing such facilities. 

The FAA Should be authorized to oversee the design and construc­
tion of all airport facilities within the Trust Territory with the right of 
approval and disapproval of all contracts, and the F AA's general au­
thority with respect to air facilities within the United States should be 
extended to the Trust Territories to the extent necessary to insure 
safety of passengers. . 

4. Medical evacuation.-One of the critical problems facin~ the Trust 
Territory is the difficulty of transportine; critically ill people from the 
various outlying islands either to the district centers or to Guam for 
medical attention.1 The Medivac program, which had fulfilled this 
function, has been discontinued. 

Until such time as complete health facilities are available in the vari­
ous district centers and the outer islands, metlical evacuation must be 
available. Two candidates for provision of this service are the Navy 
and the Coast Guard. Both agencies have indicated that the primary 
constraint on resumption of this service will be funding. 

A medical evacuation program should be re-instituted and a study 
should be immediately initiated to determine whether the Navy or the 
Coast Guard shoulrl carry out the program.2 

1 See Appendlv Vll'I, p. 310 for Air Micronesia medical evacuation role In the TTPI. 
• See Appendl:ic Vlll, p. 313 for Department of Defense medical evacuation facilities. 
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5 Medical servioes.-Related to the problems of the Medevac pro-
ra~ is the lack of doctors and trained me~ical. personnel. Althou1h f he lack of trained Micronesian personnel is bemg_ ad~ressed by t e 

Trust Territory Government, the process of education is a loi;i.g term 
proposition and interim measures must be .undert~ken to provide a.de-
uate medical services to the people of Micronesia. , 

q In part, the 1973 HEW /Interior tas~ force repo~ stated that ' The 
problem . . . is that in 1973 the expertise for ru~mng a health system 
for a roup of 100,000 people is not readily available. As a. matter of 
fact, t~e expertise for running a health system on the mam~and ~or 
cities counties and States, and of considerably larger populatio~ with 
a far' greater degree of homogeneity in terms of lan~age experienbs 
and geographic cohe~iveness reqmres. that expertise frequently e 
brought m from outside that commumty. . . . . 

The difficulties extend beyond ~he gen.eric a~mmistration pr~blems 
associated with any program in Micronesia, but involves .also tl~e nnm~­
diate problem of providing me~ical ti:eatme~t now and m the immedi­
ate future until aaequately tramed Micronesians can assume the treat-
ment and care of the Micronesian people. . . 

The Congress should expl?re ~he exte~sion of various hea~th related 
legislation to the Trust Territories, specifically to the extension of sec­
tion 2 ( f) of the Public Health Service Act. 



APPENDIXES 

APPENDIX I 

Pertinent documents from the construction contract files of the Public 
Works Department of TTPI, the O.I.C.C. in Guam and the Corps 
of Engineers, Honolulu, Hawaii 
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SUNN, LOW, TOM & HARA, INC. ENVIRONMENTAL ENGINEERS 

April 25, 1974 

Trust Territory of the Pacfffc 
Office of the Hfgh Conmissioner 
5afpan, Mariana Island 96950 

ATIENTION: Mr. Adrian Knyff 
TI/OICC liaison Officer 

SUBJECT: Yap Island Water and Sewerage Systems 

In accordance wf th the tenns of the contract fol'.' the subject project and 
as requested by the Trust Territory, Mr. Wilbert Takamiya from our office 
flew to Yap Island to vlsu.rly inspect the construction work In progress. 
The inspection was made jointly with Messrs. K. Kruzan and R. N. Dubberly 
of the OICC staff on April 17 thru April 19, 1974. 

Sumarfzed below are the observations and comments relative to the field 
trfp: 

l. Water Lines 

Approximately 12,500 LF of total 39,867 LF have been installed 
to date. The Contractor is presently working on Line C. 

2. Gltam Reservoir 

The reservoir benn Is still 4 feet below the final grade. Work 
fs befng hampered due to weather condftfons and we emphasize the 
1~rtance of placing and compacting the embankment durfng good 
weather and at the optimum moisture content and to the compaction 
specfffed fn the contract documents. Work fs presently confined 
to the placement of rfp-rap on the completed embankment. As soon 
as weather pennfts, the Contractor should exert all effort to 
complete the reservoir since ft 1s estimated that ft will take 
approximately four to six months for runoff water to ffll the 
reservoir. 

3. Reservoir No. 1 

The concrete foundation has been completed and ft appears that no 
work has been done on this sfte for some time. 

l'ocifi<: Trade Center Suite 600 190 South King Street, Honolulu, Hawaii 96813 18081 521-3051 Cable: SULTARA 
B<anch Offices: Hila. Hawaii, A.9'"!.a, Guom 
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4. Reservoir No. 2 
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The site fs befng graded d 
whfch should provide 900/~ou~~~~roantfofn ftshdown to firm schist 

or e reservoir. 
5. Sewers and Force Hains 

Of the tota 1 21,495 LF a f 
fnstalled. Open trenche pprox ma.tely 5,200 LF of sewers have been 
whfch the Contractor sho~l~e~!c ok~fsellrvefd along the road to Rull 

llllledfately. 
6. E'Jector and lfft Statfons 

Three stations have been d 1f 
date (total of seven statf~ns v~~e~e t~n:~lt~j)~one fnstalled to 

7 • Sewage Treatment Plant 

The access road, chlorine 0 t 
have been completed but n c n act tank and part of the Imhoff tank 
time (sludge dryfng beds,0c~f~;rn~~~~ ~e:j~1 undertaken at thfs 

u ng, etc.). 
The Contractor fs consfderabl b hf d 
ments completed to date it 1; e e n schedule and based on the fmprove-

Ap30Sf lompl" lete. The Cont;actor wa;t~:;~~eJh~j ~~e olerall project is about 
r ~. 1974 meeting and advised b th s s ow progress at the 

his manpower and equipment capabflitres e ~ICC representative to fncrease 
~plite of any future improvement fn the Co tres~nt!y, ft appears that fn 
u y 29, 1974 completion date will n rac or s work progress, the 

should be asked to submit his curre~~t be met. Nevertheless, the Contractor 
he wfll complete thfs project in a tf~J;Pi!!;~~~. schedule and assurance that 

~ .)..._,,,...._.(> 
BEN TAGUCHV 
Vfce Presfdent 

WT/jf 

cc: Mr· Kenneth Kruzan 
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DEPARTMENT OF THE NAVY 
OFFICER IN CHARGE OF CONSTRUCTION 

NAVAL FACILITIES ENGINEERING COMMAND CONTRACTS. MARIANAS 
FPO SAN FRANCISCO 96630 

IN "l:~LY RIP'l:R T01 

054/ad 

MEMORANDUM 30 Apr I I 1971t N /( 
From: Code OSlt /)l p 
To: Fl le Contract N62766·72·C·0203, Yap Water and Sewerage System 0'1, 
Via: 05 -/!> , 

095--::;:/ OMI ~ · 

g6 ff!iif'/7. """ t,.rlf· N-..J <.+1
, -lri, -1. t.-,, t..+"' /Ir.~ 

Subj: Trip Report to Yap from 17 Aprl l 1974 to 20 April 1974 

1. Upon arriving In Yap on 17 April 1974, I met the A/E representat ive, 
Hr. W. Takamlya; OICC Inspector, Hr. R. DeVera; and OICC Constructlon 
Representative, Hr. R. Dubberly. 

2. After a briefing by Hr. DeVera, the above mentioned group went over 
the plans to Insure a l l were aware of the work that had been completed 
and that which had not been completed, with particular attention being 
paid to the Items mentioned In the contractor's letter Serial No. YH-07.li 
dated 8 April 197/i, enclosure (1). 

3. On the morning of 18 Apr I l 197/i, the above mentioned group toured 
the complete Job site. Please refer to pictures to help define problems 
as evidenced by this field trip. 

a. Reservoir No. I Site - The foundation Is In, however, Hanll does 
not have the proper bedding material so they can not start putting In 
the bottom of tank. It Is further noted that they have no welders and 
there were no welding machines to be seen. To get the bedding material, 
the contractor had laborers breaking boulders with a sledge. The OICC 
Inspector had them remove the material as lt was unsatisfactory. 

b. Reservoir No. 2 Site - The contractor was cleulng the overburden 
and blasting rock In preparation for the foundation for Tank 2. To 
drill the holes for blasting, the contractor was using the only Jack· 
hairmer they have (appeared to be a 60 lb. hanrner). The rock removed 
from this sl te was moved to the dam site and used as rip-rap. Three 
dump trucks and one loader was on The sl te. 

c. Dam Site - At the dam site the contractor was compacting the 
face of the dam. There was one hand compactor, one truck, one cat 
and lit laborers on the site. The core of the dam Is toowet tcjget 
proper compaction. The contractor placed 4' of fl 11 on top of the 
core to keep It from getting wet. Compaction of the core can not 
begin until this mater i al Is removed. 
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d. thru d5. Lift Station Sites - The contractor had not started 
on the l lft stations. It was noted that the contractor did not have a 
dragllne for coral, no sheet piling, no pile driving equ l p111ent and no 
plan as to how he Intended to accompl lsh the lnstal lat Ion. 

e. and e2. Ejector Station Sites - Same as d. thru d5 above. Work 
has .not progressed far enough to establish that any problems will be 
encountered In the construction Itself. 

f. Sewage Treatment Plant - Although much work remains, the contractor 
had no one at the site. They had the tanks and foundations In. There 
was a shortage of cement on Yap wh I le I was there, however, 

g, Pipe Line - During rtty field trip the contractor laid that portion 
of pipe shown In picture "g". There was a water truck, dump truck and 
small Case backhoe at the sl te. The contractor has a sand quarry now and 
was providing bedding for the pipe. 

4. On the morning of 19 April 1974, a meeting was called to discuss the 
lack of progress with the contractor. Those present were K. Kruzan, OICC; 
R. Dubberly, OICC; R. DeVera, OICC; M. Melalrel, DPW; G. Williams, CIP-TT; 
W. Takamlya, A/E; J, Chuong, Han II; and S. Lee, Hanll. Han ii representatives 
stated they could not proceed because of the· lmposslble task. It was 
pointed out to them that they didn't know If the,. had a problem because 
they did not have the proper equipment or manpower. Hanll wll I need a 
dragllne, 40 ton crane, pile driving equipment, sheet plllng, 4 - 4" pumps, 
600 CFM compressor and add I tlonal manpower before they even attempt to 
define any problems. 

Hanll stated they are processing sewer men In Korea and re-hiring 15 local 
laborers and all should be on board In 45 days. Mr. Lee also stated they 
were bringing welders and welding equlp111ent from Ponape. It was pointed 
out that thl s could create a problem on Ponape. 

The Trust Territory hformed the contractor they would let him close Tomi I 
Road at low tide (not to exceed 6 hours) provided the contractor would 
move his equipment In case of 8"'ergency, Hanll would notify them 21i 
hours In advance of closing the road, and ln the event a village on that 
road had a fiesta It would remain open. The TT again reminded the 
contractor they had no coral or cranes to rent, sell or loan. 

Hanll stated they would submit a proposal on how they plan to accomplish 
the remainder of the work under this contract. 

5. It appears that the only way for this project to progress Is (as a 
minimum) for the contractor to provide the equipment listed In this 
report and hire an additional 20 men. The only other alternative Is 
termination. 

Copy to: 
054 
OSli . l Koror (Dubberly) 
09AI 

;,~L-.. 
KENNETH M. KRUzAN 

tbt'l:f.. lOllS WEE.KLY SU•, 
..,..-01ccaatza c11v . ...,. 

"""' 41 -72-c403 

,., ..... c.,.,__,,.... f 1 191 '"' 00 
P00001 tlltU P<XXX11 - • •-• 
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tl"9Q1-. 

fl 4 

"Q;t":'i8, 74 

;ijiiCOMtTM-~ ..... ..-. 

WA'fER LINE------ 8J,1 ~ completecl I t o+'7i line J ote.. 5H20 and lroken 
1 Repaired leacking couplln[l8 on Line • •.too ' 

• pipes on line !I st... 1+oo, l ine C sta, .35 line .A. from lte..27~8 to oto., .39+22, 
2. Performed satisfactory Hydrootat1~9T:: o:;n line K from 1ta. 41~5 to et&. 29+90 

line c from eta, J-+28 to sta, 2 

or a total or 4170 lf, r tor"~ tested vatlll' line• - 2.3,871 lt or 59.7 ~ 
Up to do.to total ot a&tia ac ....., 
oo•npleted 

IW'I 1 1 & 2 --- 12,0 " completed 
.j • Cont, compac;ing tank fl 1 ooral eub-base 

;: ~~: ~~e~~:la~in preparation for weldinl! wrk 

1. Still no work ill being done on Sewerage 8)'Bte111 

1. Insufficiency or skilled manpower as contractor's tev 11orld.ng i'oroe h 

di vi.dad between,.Q~fu.and TT proj eots' . watmljf.UJle J from at&.47+2.3 to 
2, cne whole day otTreexcat ion and backf'i~inll leaking line u no indioaUon 

eta. 54+50 was done for t he purpoae of rei! t UDd on the eurta:ie, 
of exact locatio n ot leaking coup~ H & ~ due to "PP"aranc .. ot more 

3• Spend more time on reteeting vat.Ill' 
leaking coupllnge • 

\'""""' 



Ifa.,ll Development Co., Ltd. 
#UC, 2-K.Q, N<im.il t<!moon-Ro 
Chun:;-Ku, Se:oul Korea· 
P. 0. Box 3$9 
Cent:.-41 Seoul, Korea 

Gmitlcmen: 
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022/lb 
N62766-72-C-0203 
Ser 2166 
25 June 1974 

Recc:lpt of your letter serial number YH-078 dated 11 June 1974, Contract 
1:G2n s-12-c-0203, Water and Sewer Sy&tem, Ialand of Yap, 'ITPI, ia 
ac!;.,owlcdged. 

I = unable to understand your requsst for our il:lnodiate attention to 
you:.- ~cute financial eituation. I again express my concern over the 
l r.ck of pror.ress being made on the project and the rapidly d:!m1nish1nt 
ti:.10 rClllllinina for coe>pletion. According to your reports only 3. 86% of 
wo:.-k W4s accomplished during the period between 10 May 1974 and 10 June 1974. 

A review of the contract documents reveals that the contract was awarded 
7 Deccrnber 1971 with an established completion dote of 23 January 1974. The 
cc,1i-lc t1on date was subsequently extended to 29 July 1974. The current con­
tract a.aount is $1,191,424.00. It was over ll months before you had enour,h 
w~rk acconplished to request a partial payment which amounted to lS.99% of 
the contract price. These 11 months represonted 44% of the conract perform­
ance period. Since thia first paycant you have been paid progreaa payment• 
in tho amount of $601, 977,44. Based on the record of past performance it 
13 not considered possible for you to complete tha project on tha present 
Cor.>i)letion date of 29 July 1974. 

Plensc comply with the request 
1
for a definite plan of action contained in 

i:.y letter serial 1532 of 9 May 1974 and message of 5 June 1974. Failure 
to do so will result 1n my requesting a meeting with your bonding company 
to discuss other courses ot action. 

Sincerely, 

NI. T. ~CONEY; 
CAPT, CCC, USN 

omc:;R IN CHARC: C:' ... ;rnucr:cn MMll·fl~~ 
Cop11 t,o: 
AMonaut> I runcrano• COftlPCD'il 
·" ~i,. Shatto P'taofl 
~~ Ar.aot01s, caU.fo't'n'i.a 90020 
(w/""PJI of 'baew t..t;ur) 
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02t:HLB:Jmo 
naZ?86-'lZ-C..QIOI 
Sn Z9Z8 
Z4 8'ip 19?4 

/.f, ~. MOO/TEI 
CAPT, CBC, IJSll 
Offwn "11 Chal'g• of Cone'l:M 
Ma:r{.aw:a 
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.... 

INSPE~RS WEl!l(LY SVHHARY 
CONSTRUCTION BRANCK N0._ ... 0..,5G._ __ 

Project: N62'766-72-C-0202 
P•riod Ending Friday 25 Octgber J 021, 

Name of CoDtrect: Water Wtribution ags1 Sar Sntsp 

CoDtrec"r: HWJ. llevelopn!nt Co, Ltd, 

Velue of CoDtract through Chm .. :_....,f.-i .. ,.-¥=•uZ.::24=•:io=-------·----
Major conatruction accompliahed (thio period) 

The c<l'ltractor had canpleted the following itens: 

•· ~talled pipes at control valve pit at hoapitai tank 
b, St~tallded air relief val.ve on ph lJ. W.4 water line, .~. 6.5+00 
Cr ppe cone. fonn at cl.aritier tank, ' 

Scheduled percent complete __ ... 10Q _____ • .4ctvel percent COlllplete 65 r;o 

Authoriud co11pletion data 21i Dec. l.,..,,, •·ti t d l 
- --· _:!..!.u ... aa • comp ation dat•.&pdl 1qz5 

(Inapector'a latlMta) 

-Jlard !lock Quantitie1-

Spec, Qant, 
Thia Period 
To Dates 

---------
-----------------

.3000 Cubic Yards 
0 • • 

4J.98,42 Cubic Yarda 

Probl••: Shortajie ot material.a and manpower••, 

Deleya1 Spa aa above, 

...... ,,<j~~ 
ll•vlawd by: _________ _ 
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AUSTIN, SMITH & ASSOCIATES, INC. ENGINEERS • SURVEYORS 

ASA CONTINUING THI: CN~NEERINIJ PRACTIC€ f'OONOCO BY H. A. R. AUSTIN IN 1934 

OONAUI AUSll 
tuSSflLL WltM,, Jl, 

CAESAI S. UUUUMI 

LO. AMOUS 
11CNAIO I lOWtll 

Mr. James R. Wheeler 
Director of Public Works 
Office of the High Commissioner 
Trust Territory of the Pacific Islands 
Saipan, Mariana Isla.nda 96950 

Dear Sir: 

fll84E 

September 3, 1974 

Subject: Report Co'l'ering Observed 'Conditions - ~ona~ 
Water and Sewerase Projects I, Il and, ffi 

This report, covering my general impreuions over the period from August 6, 
1974 through Auguat 17, 1974, relates not so much with what was observed 
but ia more concerned with what was not observed. I am concerned over the 
lack of intereat being placed on the conatruction effort of Project. l and II of 
the Ponape Water and Sewerage Improvements by the Contractor and the 
apparent complete disregard of the general concept of the construction con· 
tract. 

The present source of domestic water for Kolonia is the old Japanese catch­
ment at the Nanphonrnal Airfield. Thia catchment area ia fairly well open to 
human encroachment and several aeptic tanko and seepage or leaching fields 
exist within the catchment area. This water source ie, therefore, relatively 
high in coliform counts during the wet season when great quantities of surface 
water dilute the various polluting sources and the flaw goes to the catchment 
intakes. During the dry season seepage ia not diluted and coliform counts are 
even higher and there is no alternative but to aay that the water source is 

·polluted. 

Ao of Auguit 17, 1974 there was atlll no~ in the rapid !.!!!!!filters of the 
treatment plant, although this fact was reported on page I-7 of our April, 
1968 Report. Chlorination is the £!!!y safeguard to the purification of the 
water and it must be admitted that that operation is intermittent. 

In Section lA-4 of Project 1, the order of work set forth for the Contractor to 
follow was first he build the diversion dam at the project intake and then 
build the transmission line that would provide better and more pure water to 
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jt'j AU8TIN. aMITH • A••OCIATI:•. INC. 
rw;;)/'4.. 1:,..0011:«•• • •u•vti:YD•• 

Mr. Jame1 R. Wheeler 
September 3, 1974 

the old Japanese treatment plant, As of August 17, 1974, this transmission 
pipeline did not exist even though the contract time had lapsed from its 
original completion date by approximately 10 months. PiP" for this portion 
of the work has been on the site for well over one year. 

If the transmission pipeline had been completed on schedule, the peoplee of 
Kolonia would be having a better water aupply than they presently have, Had 
the required improvements to the treatment plant been accomplished as per 
the contract drawings, the present supply would be properly treated for human 
consumption, To date neither of these has been accomplished and little effort 
to get It done is being shown by the Contractor. 

Project II shows little more progress than that of Project I. The sewage pump 
station in the Nantumwur area of Kolonia looks abandoned and the sewage 
treatment plant at Kepinle nearly so. One Korean and two Ponapeans were all 
that I ever saw at the treatment plant site in the nine normal working days I 
was on-island, One truck and one cubic foot box to measure concrete aggre­
gate were the only ''mechanical" machines seen on the site. 

The second lift to the concrete tank has not been started to date even though 
the forms are in place, No steel or mechanical equipment has been set 
within the treatment plant. 

Project III, awarded to a different contractor, is underway. Already, this 
contractor Is being slowed by the fact that the water treatment plant of Project I 
is not completed so that Project III work can be accomplished. The Project III 
contractor has complained mildly about this. If the work of Project I is not 
completed soon, I'm sure an "extra" will be requested by the Project III con­tractor. 

The Project III contractor has started work of pipe installation on Sokehs 
laland. Hi1 two points of connection to Project II do not exist to date and no 
work is being done on this by the Project II contractor. -

Not only is the Project I and II contractor in the liquidated damages phase of 
operation, he Is also creating hardshipe on the Kolonia population and is also 
delaying the Project III contractor, 
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Mr. James R. Wheeler September 3, 1974 

h b ations discussed above. • The following photographs show some oft e o ~erv 
Additional comments are included with the captions. 

RLS:BE 
Attach. 

xc. District Administrator, 
OICC Marianas 
OICC Inspector, Ponape 

Ponape 

Respectfully submitted, 

AUSTIN, SMITH & ASSOCIATES, I NC. 

. / 

By 
RUSSELL L. SMITH, JR. 

•The photographa refern!d to were maintained in the committee ftleL 
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TRUST ~RITORY OF THE PACIFIC ISLAND1 •. 
OP',-IC!. OFTH£ HICH COMMl~SIONF.R · .•.. ~ 

SAIPAN, MARIA'fA ISLANDS 96950 

Aprfl '28. 1971 \ 
Ser1a 1 No. C-71-0495 
Contract No. TI-70-1114-17 

Kftsuf & Co., Ltd. 
2-9 Nfsh1 Shlnbashl 
1 Chome, Hfnato-ku 
Tok,yo, Japan 

Mitsui Ocean Development & Engineering Co Ltd 

T
P.ko. Box 116, Kasumigaseki Building " • 
o yo, Japan 

Centrel H111 Supply Co;, I 
P. o. Box 3033 nc. ·' 
Agana, Guam 96910 

111tsui-Modec-Centra1 Htl 1 
A Joint Venture 
Koror, Palau Islands 

.Western Carolfne Islands 96940 

Continenta 1 Insurence to111pany 
Eighty Mafden Lane 
New York, N. y. 10038. 

Gentlemen: 

'• 
.... 

'"A1•u AClr.,. 
tncon sA1PA"f 

The four separately funded proj · t Ko • 
tract No. n.70•1114•17 are lis~ \!~ow: ror, Palau Islands. under I.en-. 

Co
Partl It.1Water and Sewer, Projects 1 and 2, amount $1 686 941 00 
~ e on date, Hay 7, 1'172. · • • • • 

Puts II and Ill Oo ft f Hf h 
Butld1ngs amount $6~~ 4g~ ~· Cg School Classrooms and Toflet 
for Put ir, and Septc~.Jar·30· 19o7m1.pl~tlopn elate, January 28, 1972 

" • • •Or art III. 

:=~~ 1x~1;uftc1m~ttr Facflfttes. ~n:ount $103,820.00. eo~letton 
I 
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• Page 2. 

This letter fs to advise you that the· Trust Territory Government fs 
totally dfssatfsffed wfth the proqress of this contract and Is, ·at 
t11is point, consfderfng drastic measures. Your attention fs called to 
Article 4, General Provisions, "Time for Completion and Lfguidated 
Damages", paragraph 2. We quote, The Contractor agrees that said work 
sha 11 be prosecuted regularly, diligently and unfnterruptedlY. at such 
rate of progress as w111 fnsure full completion wfthfn the time specffied". 
We cite a few major items which are considered as contrfbuting to the 
total inefficiency fn the prosecutfon of this contract from the date of 
notice of ~Inten~ to A11111rc1• • 

1. The contract was fon1arded and sfgned effectfve June 4, 1970.V 
You were unable to fUTnfsh sat is factory bonding and insUTance as 
required under Article 3, General Provfsfons of this contract, 
until September, 1971. You were sent a. RCA message on August 10, 
1970, of notice to proceed with Contract Ho. TT-70-1114-17 pending 
revfew and approval of payment and performance bonds. Our official 
notice to proceed in writing was executed on October 5, 1970, and 
Change Order No. 1, establishing completion dates computed from the 
October S date; Y~ur failure to perform satfsfactorfly In accordance · 
with Article 3 of General Provisions extended the completion dates 
for the tfme from June 4, 1970, contract date of October 5,. 1970. 
Evidence shows you dfd take advantage of the elapsed tilll! from 
August 10 to October 5 to proceed with advance actfon pertafning 
to the starting of this contract. · 

2. Crltfcal Path Method submfttal. On October 5, 1970, your 
project rnanager transmftted your CPH, Transmittal No. 8, .in. accordance 
wfth Artfcle 30, Special Conditions. As of this date, 196 days of 
contract tfme have expired. The Koror Offfce for ih1s contract has 
been notfffed that they are behfnd on .the following 1t.S! 

a. Part I of contract, Items 7-9-10·11-14-15·17·18-19-21·22~24 
and 25. -

b. Part Iv of contract, Items 2-4-6·7 and 8. 

The Koror office to date has not been able to provfde a reasonable 
explanation as to how they intend to make up thfs lost time. Refer­
rfng to correspondence marked (Exhibits 2A, 28, 2C), under Special 
Condftfons 30.5, the Contractor is required to update the CP'1 every 
20 ttorking days to keep· tt current. The CPM has been updated one 
tfme as of Janl!ary 31, 1971, when Dormitory "F" was added to the 
contract by Change Order No. 2, and is still not considered to be 
an adequate guidelfne or working tool. A few examples are as follo1::;: 

a. Under Part I of the contract, Action Item 27, the early 
start is 90 and the late start is 398 days, or a dffference of 
308 days. · 

b. Actfon ltera 48. The early start fs 140 days and the laL~ 
start is 478 cbys. or a difference of 388 days. 
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P~ge 3. 

You ca'n rNdfly see t~at thfs makes the CPM very fneffectual and almost 
wortliless as a gufdel 1ne. This has· been pointed out to the Koror 
office, but no correctfve action has been taken. · 

3. Mobil fzatfon. On August 10, 1970, TT Form 854 was submftted, fn­
dfcatfng Massart Internatfonal, Inc. and Hawaff Steel as electrical 
ind mechanfcal Sub-Contractors. Thfs was approved on' October 6, 1970. 
This is considered to be an offfcfal docU1119At; yet on January a, ·1g71, 
four months later, another TT854 was submftted, ·cancelling the Sub-. 
Contractors and lndfcatfng that the prfme ·would do all the electrlctl 
and mechanical work themselves. To date, eight months later, they do 
not have an electrfcal or mechanfcal supervisor or tradesman on the 
payroll nor do they have warehouse spaceA'or thfs material when ft arrfves. 

The Koror Project Manager's letter of July 28, 1970, to the Oistrfct 
Of rector of Public Works, Palau, fndfcated that mobflfzatfon would be 
complete October 10,-1970; alien workers would be on the Job October 
10, 1970; and construction camp, warehouses, and offices would be com­
plete September ~ .. 1970. To date, none of thfs has been completed. 

On February 4, 1971, manpower requirements of 65 local and 141 alien 
workers was Submftted. To date, 29 local and 7 alien workers ire on the 
payroll, with only one ffeld supervisor for all the work which should be underway. · 

-~ ··•· 
To date, only two pfeces of equipment have been received whfch meet' the' 
equipment submittal requfrements. Most of the equipment re1=ei~ed fs not 
new as previously fndfcated and fs fn very poor condl_tfon. : .. ~c; equipment 
maintenance facflftfes have been established, no spare parts are stocked, 
and no qualified mechanics are available. for maintenance of 'the equipment· 
Wfth approximately ao;ooo If. of trenching required In the contract, • 
only an old wheel trencher, whfch has not even been tested and an in­
adequate, undersized cornblnatfon backhoe-loader, new but b:.Oken down 
ind w1itlng for parts, ar.e av1flable. Thfs fs an impossfble sftuatfon 
General Provisions 4 states fn part, "The Contractor agrees that safd ., 
work shall be prosecuted regularly, diligently, and uninterruptedly at 
such rate of progress as wfll fnsure full completfon thereof wtthlQ the 
time specified". With the length of contract tfme already expired and 
the contractor's failure to bufld a working organization at the sfte 
ft is obvious that they car.not expect to complete any part of the co~tract wfthfn the speclffed tfme. 

General Provis fans 31 states in part, "The· Contractor sha 11 employ none 
but workmen who possess the requisite skfll 1n the varfous branches of 
the work to be done under these Specfffcatfons• The attached payroll 
marked "Exhibit lA" fs the total work force avaflable at thfs tfme to 
aTppf ly under General Provisions Article 4 as quoted fn the above paragraph 
h s evidences the lack of "requfsfte skf!Js•, • 

73 

--
General Provisions 49', "Superinten.de~ce by Contractor•, states in part, 
"The Contractor must at all times either be personally ,present upon the 
work or be represented thereon by a responsible agent who shall be clotned 
with full authority to act for the Contractor in all cases, to receive 
notices on behalf of the Contractor and to carry out any Instructions 
relative to the work which may be given by the Contracting Offfcer". 
Your mobfl lzatfl>n under both Article 31 and Article 49 of the General 
Provislonsds tqtally f!ladequate at this time (196 days elapsed time of 
the contractt; Your. project manager, Mr. Tsufdo, has spent a large part 
of his time away 'from 1<oror. In short, you have Inadequate superinten­
dence, inadequate engineering forces, and no "key• mechanfcal personnel, and 
no supervision aboard to proceed dflfgently wfth the work under this con-tract. ,. 

'.I;~· 

4 Hfnf._ Wage Scale. The basic wage scale was discussed with your p~Ject manager, Mr. Tony Tsuldo, regarding the hourly wage rates shown 
on hfs payroll submitted for the latter part of Janua~, 1971. This dfs­
cussfon revealed that Addendum No. 9 with the revised pay scale of Septem­
ber 21, 1969, wu not. being used. Mr. Tsufdo was furnished additional 
cop-ies of Addendum 'No. 9 and the applicable pay scale for corrective 
action. The corrective action was to correct and Increase the hourly w~ge 
rate, retroactive to October 5, 1970, tile date of notice to proceed on 
Contract No. TT-70-1114-17. All employees were to have received back pay 
for all hours of work paid at the lower pay scale. · 

The attached copy of a Petition of Grievance was presented by a . nunter 
of local hfre employees to your project manager, r1r. Tony Tsuido. The 
attached copy of your project payrol 1 covering pay period February 28, 
1971, to March 13, lnl, stfll reflects the wrong hourly wage rate. In 
a dfscussfon with your project l!llnager 1n our Saipan office, April 8, 
1971, we were told that the correct hourly wage had been posted and would 
be in effect for the next payroll although 1'1r. Tsuldo did not plan to 
make the correction retroactive. This offfce must be provided with evi­
dence signed by each employee as receivfng the back pay due from the date 
of hiring. Your a'ttentfon is called to Artfcle 30, General Provisions, 
page 19, "Wage Underpayments and Adjustments". 

5. Mfcronesfan Title and Pay Plan. Addendum No. 9, Item 1, paragraph 
4, page 1, covers any increased hourly wage rates caused by the Govern­
ment during the period of this contract. The contractor would be obli­
gated to Increase all hourly wage rates as set by the Government. The 
attached wage rates effective April 4, 1971, is the new wage scale. The 
Contractor Is entitled to an adjustment In the contract price. This 
adjustment Is six percent (6l:) ply increase and 1s applicable to that part 
of your contract bid price of labor only. 

Your cost breakdown submittal for ttifs· contract does not reflect any 
labor figure. Your project nsnager, Mr. Tsufdo, was asked to submit a 
detafled cost brcal;c.1011.1 shouing 111J tcrlal, labor, Indirect cost, and p~r­
centagc 1n.wk11~ for ~~d1 1wajc;t uml.:i ycur contrJct No. TT-70-ll 14-17. 

45-309 0 - 75 - 6 
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Page 5. 

Until this office Is Provided with this breakdown, we cannot process 
/ a change order to cover the additive cost for labor as.provided in 
' ~ddend1.111 No 9, paragraph 4 under Item l. 

8y this letter you are directed to implement the new wage scale pub­
lished, effective Aprfl 4, 1971. This wage scale fs retroactive to the 
date of Notice to Proceed, October 5, 1971>. All employees whose hourly 
wage rate has been below the rates sho~ u .. i ·ntftled to receive back 
pay in accordance with the new wage scale plus the ten cents {10t) an 
hour WA£ differential as applicable in the Micronesian Title and Pay Plan, 

We require evidence by signature that all employees affected have re­
ceived pay adjustments from the date of/hire, You are again reminded to 
expedite the cost breakdown before we can process the 1dditive change order. 

There are numerous other items which reflect on the poor 111i1Jlagement or under­
staffing to carry out the magnitude of responsibilities for a contract of this 
size and nature. We can only assume that the greater percentage of correspon­
dence between this office and your Koror office is not reaching the responsibh 
people of the home offices of the Joint Venture parties of this co;itract. O . .. ~·­
wise, we believe that there would have been some interest shown by the companfn 
involved. For instance, the Publfc Safety Facflitfes, Part IV of this contract. 
is due for completion on July 12, 1971. As of thfs date, after four (4) sub­
mittals, you have not provided the necessary infonnatfon and shop drawings that 
will meet the specifications. ~e have been told that the anchor bolts have been 
.fo Guam, Mariana Islands, since fate January, 197,1. The building frame was · 
structurally approved; The Government cleared the new re-located site

0 
but as 

of Aprfl 14, 1971, there was no field work started. The last tk~ Mr. Tsuido 
was fn the Safpan Headquarters office, he was still discussing the shipping 
problem with Mi crones fan lnterocean L fnes {MILi) regarding th~ car~o. You 
have seventy-nine (79) days to comple~e this entfre Part IV r. Jj ___ b~lor;i 
liquidated damages will be applied. 

The-timely completfon of this contract fs very lmpo'rtant to the Trust Territory • 
Government. We cannot agree with the statement 11\lda by your project manager, 
reference his letter K-296, March 17, 1971, to our Koror field office, quote, 
"Please do not be alanned therefore ff one or more activitic;; i<rJ C:.?layed e\·J;-y 
now and then". We are alanned. After more than sfx months of contract elapsed 
time with no field production, no key personnel, no supervision, only one rr.:ij~r 
shipment of material arrival, no weight•handlfng equipment, no trenching equip­
ment operating, no suitable warehousing to store mJterial and equipment when ft 
does arrive, and other ftmes of unpreparedness that could b~ m;;ntioned, we 
bl!lfeve that the principal signers of this contract should also ba alarmed. 

At this tfme, due to the above-mentioned problems affecting the non-production 
in the field and the apparent lncapabfl fty of management for this contract, 
the Trust Territory Govenm~nt directs you to have a r.:?sponsfble 1·.:?presentadvJ 
frcrn eJch of the co-sign.:?rs of this Joint Venture, ulo.1g 1:id1., 1~,.. • ...;..,ltJ•i..: 
of your bonding company, present for a conference fn Safpan .o.1 ·1.1y 12, 1971. 
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rage 6. 

t d at this conference regardf!\9 methods Substantial evidence must be pre~en ~ bring this contracfwiUd11 tiu, tioo: 
and procedures you intend to emp oy 0 the Trust Territory Government no 
specified fn your contract. Yo\~eav~o declare this contract in default ind 
choice other than to initiate at, ~ke over the responsibfllty for completing 
to request the bonding company . ··.,,; :'·->~· this contract. 

t:tndly respond to thfs letter by cable. 

/JcereW~· 
~ w. Bradley f Con~ctfng Officer for the 

Hfg¥Commlssloner ... 
cc. 

Attorney General . 1 Bo 231 Agana, Guam 96910 ' 

~:~~~~ t~1 !::s~r~~~c~:::~:~1ich~~s st~et, 'Honol ~~ ~,\ ~1:~ ;~,6814 .. 
Chief of Contract ,Construction • '11 • •'f/· .; 
Distad, Palau .> -
DDPW, Palau 1 • • • ' :.' 
Pro~t Inspector, Pa 1u • .,,, · ; 
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ASA CONTINUING Tloil: CNQIN£Ut•Na PRACTICE: "DUNDEO •v ~ 
H, A, A. AUSTIN IN 1934 

DOHAlO S.. AU5TIN 

llU$SUl l. IMITH, Jll, 

CAHAi: I. 1'SUJSUMJ 
L 0. ANOHS 

Mr. Jamee Wheeler, Contracting Officer 
for the High Commissioner 

Office of the High Commissioner 
Tr.ust Territory of the Pacific Islands 
Saipan, Mariana Islands 96950 

Dear Sir: 

#1099 

April 4, 1974 

Subject: S~werage and Water Project 2 - Palau Valveleso 
Filter at Babelthuap Pump Station 

At the request of M Ad · K · l and p . 2 r. . nan ny!!, l reviewed some of the Project 
a roJect work being completed by M-M-CM and will submit 
th:o~:t comple~e report with photographs in aever~l days when I get 

p1 urea printed. I am contacting you at th" t" 
~e~io~s matter which~ be looked into imm;:ia~':i~ :~~~~":~:_hat 
u o e released from the project within the next month or so Ou 
concern ia the treatment process involved at Babelthuap. . r 

~:~:! :~: pr~t-bhid conference for Project 3, a discussion was held 
sw1 c over was to be cond t d Thi Japanese filte . uc e . a means that the old 

soon be accor:p~~l~e~e.by.~pass~d and chlorination and filtration will 
To place m b . in ' s entirety at the Babelthuap Pump Station. 
a few mont:a oa sderbv~tions in the proper perspective, let me go back 

n ring you up to date: 

(lo) . Admaater planned road up through Central Babelthuap was 
c nce1ve several years Th' ex-Palau Pl ago. '" road, according to Hal Hallenquist 
Gib el D anner, was to be some 30 feet East of the crestline of the ' 
red m ar;i ;at~rahed area. Proper con•truction would have excluded 
did ;;t~a;: e so;! !~om getting into the water1hed, but •omehow it 

d d 
e reau t t at much red mud and Iota of silt entered the 

pon e water basin behind the dam. 

(2) The "filtered" water in the l " 
l.<oir" at Babelth p S . new y created clear-water reser-
I . uap ump tatlon was observed to be quite cloud 

am guesung that this was partly caused by only fair filtration :; 
an extremely dirty supply. Being somewhat concerned, I asked how 
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)o(r· Jame• Wheeler April -6, 197'6 

~aiuch sand was in the filter. NO ONE COULD TELL MEI 11 I be­
lieve you are paying people to know this information. There may be 

10
meone on Koror who doe• know, but they did not volunteer an an-

1wert l 

(3) Ca•ual ob•ervation indicated some fifteen to twenty •acks of 
filter sand were stacked near the pump house. I do not know if there 
are more on Koror or not at this time. The sack• appeared slightly 
larger than cement bags so I estimate a maximum of 1. 5 cubic feet of sand 
in each bag. This works out to an estimated maximum of some 30 
cubic feet, and at 110 pound• per cubic foot, to a total weight of 
3, 300 pounds. · 

(4) Turning to shop drawini F-168088, we find that Cochrane 
Division indicates that 2.'-0" of filter media should be placed in the 
filter. Proposal number 12.2.19A, dated February l, 1974, page l, 
Item 5, calls for 1-60, 000 pounds of sand. 70, 000 pounds to be in-
1talled and 70, OQO pound• to be supplied as a recharie for future 

(5) Page 3 of that same propoaal, last item listed, states that 
quality effluent will not exceed 1 Jackson unit. I :would gueu the 
water observed was in exceu of 10 Jackson unit•. Pouibly five of 
theae were cau•ed by the very dirty supply. I wonder why the other 

.!!:!!? 
Is the •and actually 2.0-35 mesh sand? 
Is there two (2.) feet of filter media-in the filter? 
Is there a complete recharge of 70, 000 pound• or 635 cubic 

feet of •and on Koror to be tilrned over to the District Public 
Work• for future use? 

(6) I emphasize that the an•wers to the three questions immedi-
ately above must be ".Y!.!" before ·the full intention of the contract 
drawin&• and specifications are met and the first two should be ".Y!.!" 
before the old Japanese filter i• by-passed if proper treatment p·rior 
to con•umption i• to be auured. 
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Mr. Jamea Wheeler 
April 4, 1974 

Should there be furthe d f 
not heaitate to t r nee or clarification on thia pleaae do con act ua. • 

Very truly yours, 

A~STIN, SMITH le ASSOC. , lNC. 

By,~~-~r~' 
RlJSSELL L. SMITH, J . 

l 

RLS:GFP 

xc: Adrian Knyfl, TT·OICC Liaiaon 
ASA Agana 
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=~-lll.4•70 
.,,.. 01 coin11.t.e1 

&>ror. Palw 

fart I; Water &lewer Projeota Noa. l &2• (P!ll't• II.III.IV Qsppl•t•)• 
(iiiiACT09 

Mitsui-Modeo-Centra1 Mill '"G ...... , ....... "-- . 
flirt I.CQ22;$L,498,J99126tlart II.III.CQ2l,:$6,8.828.ooa:r.rh xy,51a1,,S6l.OQ 
MAJQ11COldTlllJC110N ACCCIMP'LllHIDftltl1,.,l..tl 

NO ACTIVITY' THIS PERIOD 

NO'l'JU A Joint peysioal inspection was made on 5 tfUl.7 KJ ot the remainder 
ot tao111t1e11 oon11truoted under thia contra-to 

1, R.o.w,. For chain link tenoe at Blli:lelth1111p lump Station, 
2, ContrS>tor slow 1n oorreoting det1o1enc1e11. 
3, Nosatilltaotory X-rqa tor two ateel reaerToir tank111 

See aboTe 

NC.NlOH 
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TRUST TERRITORY OF THE PACIFIC ISLANDS 
0,.f'tCE: Of' THIE HIGH COMMISSIONER 

SAlfl'AN. MAltlANA ISLANDS ••eso CA•t..I A0011t1:•• 

HICOTT SAl~AM 

May 24, 1974 DOE £, 
Serial No, L-74-0052 
Contract No, Tl'-171-72 
Proj, No, Cl-1118-79 

Colonel John A. Hughes 
Division Engineer 
U. S. Army Corps of Engineers 
Pacific Ocean Division 
Building 96, Fort Armstrong 
Honolulu, Hawaii 96813 

Dear Colonel Hughes: 

t!.11P _ 

This letter has to do with the Wastewater Treatment Plant on 
Ebeye, now under contract with the Hani 1 Development Company. 
Because of a number of very cogent reasons I am directing 
that this contract be terminated at once. 'Please do all 
things necessary to effect this and inform this office of the 
status of construction and the status of funding resulting 
from this move. In particular we request the immediate 
cancellation of any outstanding equipment and materials 
purchase orders Hanil may have. 

We appreciate your continued cooperation with us. 

Sincerely yours, . 

~R<7~~ 
Contracting Officer 

for the High COllllissioner 

cc: 
High Colllllissioner 
DistAd, Marshalls 
TTEPB 
EPA Region IX 
DistAd Rep., Kwaj, 

PODCO·A 
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DEPARTMENT OF THE ARMY 
rACIP'IC OCEAN DIVISION , CORPS OP' ENGINEERS 

8UILOING ti, f"ORT ARMSTRONG 

HONOLULU, HAWAII t681 S 

llOTICB OP TERMINATION 

Ranil Development Co. , Ltd. 
P. 0. Box 1756 
Agana, Guam 96910 

Re: Contract No. DACA84-73-C-0005, Termination of !beya Sewage 
Treatment Facility Work 

Gentlemen: 

3 JUN 1974 

Thia letter vill confirm my telegram to ydu dated 30 May 1974 terminating, 
in part, your Contract No. DACA84-73-C-OOOS (hereinafter referred to as 
"the contract") for the convenience of the Government, in accordance with 
Clause 21 thereof, Such teI'lllination 1a effective on the date and in the 
lllAtlner 1tated in auch telegraa. 

Cessation of Work and Notification to Your Innediate Subcontractors. 

a. You ehall atop all vork, and place no further ordere in connection 
with the contract, except (1) to the extent necessary to perform any 
portion thereof not terminated by this notice or (2) to the extent 
neceuary to perform any vork directed by the Contracting Officer. 

b, You shall give notice of termination to each of your imnediate 
aubcontractore and auppliers vho vill be affected by the termination of 
your contract. In auch notice you shall (1) give hi.Ill the number of your 
contract with the Gover~nt; (2) state that it hae been terminated for 
the convenience of the Government and the extent thereof; (3) instruct 
him to atop all work, to place no more ordere and to terminate all sub­
contracts under this contract with you (subject to the same exception• 
atated in paragraph a above; (4) direct him to submit his settlement 
propooal promptly in order to expedite settlement; and (S). request him 
to give similar notice and instructions to hie i...ediate 1ubcontractora. 

c, You 1hall notify the Contracting Officer of any pending or aub­
aequent legal proceeding• which relate to any 1ubcontract1 or purch•• 
orders under the terminated contract. 

CERTIFIED MAIL - RETURN RECEIPr REQUESTED 
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PODCO-A 
Hann Development Co., Ltd, 3 JUN 1974 

d. You •hall take 1uch other Action as aay be required by the 
Contracting Officer or under the termination clause contained in your contract. 

Termination ·Invento>::z. 

a. You shall forthwith transfer title to and deliver to the Government, 
in accordance with any inatruct1on1 of the Contracting Officer, all items 
of termination inventory (including subcontractor termination inventory 
which under the terma of the 1ubcontract or purchase order concerned you have the right to take over). 

b, In connection with aettlhlent of your cl!'im, it will ba nece.aary 
to establish that all your termination inventory and that of your 1ub­
contractor1 has been properly accounted for. For detailed information, 1ee ASPR, Section XXIV. 

Settlements With Subcontractors. You remain liable to your 1ubcontractor1 
and suppliers for claims •rising by reason of the termination of their 
1ubcontracta or orders. You •re requested to settle such termination 
claima as promptly as pou ible. For purposes of reimbursement by the 
Government, such aettlements will be governed by the applicable pro­
Vilions of the Armed Services Procurement Regulation, 

Thie office will be in charge of the settlement of your claim and •hould 
be consulted on any matter not covered by this Notice, 

Please acknowledge receipt of thia Notice as provided on the following page. 

Copy furnished: w/telegr .. 
First National City Bank 
P. o. Box FF, Agana,Cuaa, 96910 

Argonaut Insurance Co, 
P. O. Bux 2925, Agana, Guam, 96910 

Mr. Jamci R. Wheeler, Director 
Dopt of Public Works, TTPI 
Satpan, Mariana Islands 96950 

Sincerely yours, 

LEoNARD EDELSTEIN 
Colonel, Corpa of Engineers 
Contracting Officer 

r;; 
0 
CJ) • 
,..._ 

c z 
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PODCO-A 3 JUN 1974 
Ha nil Development Co• ' Ltd• 

.ACKHc.WLEnGMENT OF NOTICE 

0 a signed copy of the 
lu Two copies of this ~~~m~~=---~ 

llANIL DEVELOPMENT CO., LTD. 

?z 27142~ 
r1n.afi-jGct ll~cur ... ~ 

,$ t-or"' l&OO .. 0 UlSUP..C.NCE COVU.l~f PIOVIDEO- (S.e _,,.., .W.J 
"•'· l117 I NOT fOll INJEflUAllONAL MAU. •GPO : ltn o • ._,., 
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~I ~-'·--#'}' r·11 r 
ACTION • • •• •• ••• • •• •• • _7fr{:p.'__:,jzji_ .~IC 

eo..,sr J ,,_ i- - : · 
I - - -

1~---f=--
r-~~~~-...:- -----'l'--~-

c 0 D.,.. • 
A - .lct1cn ~-· z;.,.

0 
C - Co::::;,ont 11 • P.;taa 
F - File JI llote 

ZCZC SHl\110 
IUEl1/Z SGA DE GSA ZD K ZDK 
VV RUHGL ?036 
PATllZYe'J RUHHRGf19879 28.322'8-UUUU-- RUHGSAA 
z~~ uuuuu • 
PR IC/Z.30€Z OCT 7/J 
FM Dl \'.;;~'3rl l!Si1E~O FT SHAFTER HI //POD CO- A// 
TO RUh~-.~AIHICO,,fEflPA CI S SUPA fl r-:.•Rl' "AS l"LA"DS 
ltl FO ~~!;g~~~~rsc: ~:GR USAEDPO K'JAJ~u:'i ti f>'.ARSHALL ISLAtJDS 

PAGE 2 RUHHRGA9 6 7° UtlCLAS 

~AIM AMOUllT 0 F !\ 15, 694 DOES NOT HICLUDI!: STORAGE CHARGES. I 
BT 
19879 

..... , --
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AHERICAN INTERNATIONAL CONllTRUCTORS. INC. 

£•fiM"'' c...,,,...,;.,, 
nte..nc-...-.-

e..nn.. W~ lllOI 
"- CMI)~ 

25 October 1972 

Resident l!n1ineer, lwajalein 
U.S. Arsy l!n1ineer Division, Pacific Ocean 
P.O. llox 28 
APO 51111 Francisco 96555 

SUBJECT: Stone Reve-t g Water Catcllllent ofilir' -Majuro Airfield g 
Related Facilities, Contract No. -71-C-0002 

Dear SiT: 

N-86 

Durin1 the hip tide on 24 October 1972, there 'wu an onshore wind of 
mpproxiaately twenty (20) Idles per hour. '11111 caused the sea to build 
up a1ain1t the stone revetaent on the ocean lide of the airfield. We 
observed a laree ._..,t of seawater 1oin1 throueh and over the top of 
the stone revet.nt. In any cases, the seawater 1oinl throueh the re­
vetaent near the top was actually landin1 SO to 75 feet inside the re­
ve-t. When the water receded, it a1ain carried cut 90St of the fines 
in the fill that had been placed in the area adjacent to the revet•ent. 

In the areas where the Mllbrane hu b- installed, the fill placed ad­
jacent to the revetMnt was scattered onto the llftbrane. We have point­
ed cut previously that we think the desisn of the -'>ran• adjacent to 
the revetment should be reviewed. We qain nquest that the desi111 be 
reviewed since it is obvious that the fill adjacent to the revet•ent is 
not IOinl to remain in place UDless SOiie chan1e is made • 

.Another itn we feel is 1oina to be a probl• with the llftlbr1111e is that 
there is an mpparent buildup of air pressure 1D1der the .. mrane durin1 
hi eh tides. This causes the Mllhrane to raise up as mch as five feet 
froa the around. Especially when the ,temperature ii cool because the 
•llhrane has a tendency to exp1111d as it cools. When the tide recedes, 
the .. llbrane will lay back down but i t l eaves wrinlles and 1D1evenness 
over the whole area. Jn some cases the ••brane raises up so hi&h that 
if an aircraft• wins should overhq t he llabrane, it could be a hazard 
durin1 landin1 or taUn1 off. 



88 

AMERICAN INTERNATIONAL CONSTRUCTORS. INC. 
£,,.,;...,.,#, Couru1iort 

.... , ·--
c-0002 
Paa• -2-

flt ....... c.c..o bun 
... TTu.W~NlOI 

..... (IOI) ta1NO 

25 October 1972 

Your invatiaation of and reply to the above will be appreciated. 

Very truly yours, 

lll!T/jt 

cc: Corps of !natneers, Honolulu 
Project En&ineer, Majuro 
AIC, Inc., Seattle 

INC. 

11-86 
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AHERICAN INTERNATIONAL CONSTRUCTORS. INC. 

.... , --
Er1firwn•' Corul""tiott 

'hi ..... emc... lnmr 
lm&'ft"L&.W~lllOI 

:.-(-)79-ll40 

14 llarch 1973 

Resident l!natneer, lwajalein 
US ArSf Enain•er Division, Pacific Ocean 
Box 28 
APO 96555 

M-109 

SUBJl!CT: Potential Asphalt Pavina failure - Contract No. DACAS4·71-C·0002 
Majuro Airfield 5 Related facilities 

Dear Sir: 

lla have pointed out in previous correspondence that there is • pressure 
that builds up under the aembrane durtna hi&h tides. It now appears 
that this pressure also builds up under , the uphal t especially in the 
partina apron area. lie have observed areas whore the uphal t hu raised 
up u auch u 6 inches in the area adjacent to the partin& apron at 
approxl.utely Station 2+00 on the airfield. lie think this utter should 
be investiaated by your enpneerin& personnel sine• this CD!ldition 
could badly deteriorate the uphalt. 

Your early review will be appreciated. 

Vary truly yours, 

AMl!RICAN INTERNATIONAL <:a.STROCTORS, n«:. 

I{{~ 
lll!T/jt ' 

cc: Corps of Bnaineers, Honolulu 
Project Bnaineer, Majuro 
AIC, Seattle 
AIC, Majuro 

45-309 0 - 75 - 7 
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A•BRICAIV INTBRIVATIOIV.U. ColVSTRUcroRs. INC. 
Eo,;.u..,, C""-tioti 

-· -----.wn.,.w~ .. JQI 
..... CIDl>MWato -- 14 March 1973 

Resident lln1ineer, l'lrajalein 
US Army Enaineer Division, Pacific Ocean Box 28 
APO 96555 

SlllJl!CI': Membrane Field Joint Failure - Contract IMCA84-11-C-0002 
Majuro Airfield • Related Facilities 

Dear Sir: 

.............. 

Refer•ce is ude to the Maj~ Project Enaineer•s •eao dated 5 March 1973 
CODcernina the failure of a field joint near Station lS+OO. 

We do not ac~ the Project Ehatneer•s contention that adhesive 1howina on 
oaly one side of the joint is faulty WOrbanship. If this is the cue, llllll· 
erous factory jointt are f8Ul ty because aost of the factory joint• that we 
have talten apart only show adhelive on one side. We f"l that the failure b due to one of two thinp. 

1) lalloonina of the ...i.rane causes stresses on the Joint1 that the -brane was not delianed to talte. 

2) The 1overnaent furnished adhesive has deteriorated to the point where 
it no lonser has its full adhelive strensth. 

You ere well •ware that durin1 the tille the -'>rane was placed in the above 
area, we were very short of 1overnaent furnished adhesive and we felt the 
edhesi ve we were t11in1 had deteriorated to the point that was not satb­factory for its intended purpc>H. 

Your iuuina a chan1e order to cOv.r the costs of these repairs b requested. 
Very truly YoUrs, 

Alll!RICAH DmlRNATillW, CONS'l'Rla"ats, IHC, 

llBT/jt • • 

cc: Cbrp1 of En1lneers, Honolulu 
Project Enaineer, Majuro 
AIC, Seattle, Majuro 

...... --
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.AHERICAN l~RNATIONAL C~NRTHUCTORS. INC. 
Ba,-nd Cout111dio11 

111a..n.a-.... hmft 
IMnu. w._....,,_ lllOI 

...... (IOI) 'NWStO 

7 Jprll 197.3 

_ _. _ _. lvajaletn ' 
Resident._-,;:-_ MYieioa, Pacific Oc­
US Jnlf --
Box 28 
,lJ'O 965SS 

001 em,.. ot ~ • . lklnolalv. 
Pr-oject ~-. lltj1l1'0 
JtIC, 9111.ttle 
.AIC, °'1aJI 

/ 

.. 
' . : ·"/ 

.-.. ........ 1 

.,. ·f .. 
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TRUST TERRITORY OF THE PACIFIC ISLANDS 
Office of the r ... Tia Administrator 

June 11, 1973 

Mr. Everette A. Flanders 
Chief, ron~t!"Uction-Qrerationa 
C~l'J'S of Enaineers 
Derartment ot the Arrrrr 
Bnilding 96, Fort Armstrong 
Honolulu, Hawaii 96613 

Manhalls District 

Dear Mr. Flanders, h f 

!· "" 
ntank you very much t th ;. 
relating to 111aintenan~= an~ !:~~~tion in your letter dated Me;y 2i:. 1973 
htre in the M'\r&halla It has been or the current and finished proJecta 
and for those t>eOt>le ln Head uarte moat helpful both tor the district 
intraeaeie11 and d~taila or o:!z. runw rs Vito are not overly familiar Vitb the 
Jll&intenance activ1tie11 for those tae8f1~te~~her facilities, and the requi 

A copy of your memo Yi ll be torvft?'ded 
~ to our District Public Works with to Public Works Headquarters as well 
ing fllld procuremt'nt ot critically ne ; ~quest tor proper planning, budget. 
recruitment or personnel for the ope; :i materials and equipment, and the 
and bopet'Ully their cooperation Will :e ~nrtanhd maintenance of the faciliti 

~o col!ling. 

Again, than~ you and your staff tor 
concern for the auccesst'ul. operationyo~ assistance. We appreciate your 
and we vill try our best to see th t o our airfield and other facilities 
practice. a your recommendations are put into 

Sincerely yours, 

0- u<.A.._· ____. 
0.car de Brum 
District Administrator 

cc: DPW, Saipan 
DDPW 
CIP Managl'!r 
P&B Officer 
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DISIPOSmOt\1 FORr ... 1 
,_. ..... -' •1• ,_., ... Al UO-ISJ th• ,..,.,. .. .,...q • Th• Ail..,._. o.-.t'e Oft•-

ulllfllHCI 01 OfftCI SVMIOL -..a' 
Contr1ct DACM4· 71·C·0002 
""Juro Airfilld 1od lelated Paciliti .. 
Water Catchment - Oce1naide 

""'11<.. ,_ Ac.tg Proj Engr Majuro DAT& u y arr ' 
LT touq/11/ 

• Oil th• -roina of 17 July 1973, the vater cet~t area oo the ocealid• of the 
juro Airfield ouffered d-a• la the fono of _...i field aod factory joiotl. 

• Aa a n1ult of thi• d-ae. clebd• (1aod, coral 1od 1 .. 11 bouldeu) VII 1cattered the 
ntir• lengtb of th• ru1N1y. Tbe vidtb of tb1• 1cetter101 re•cbM a1 fer 11 lS feet 
to tbe ruowa7. Debri• va1 allo puahed uodero .. tb 11veral •b .. tl of the ..,...rooe. 

, TVo Hctioo• of bera aloog tbe anoor 1tooe protectioo 1yt- allo 1.,ffer1d d-1•· Th 
•U .. ter1al, ""ich tbe -r•o• v11 holdiog, v11hed avay wban the field joint• toro 

, Locatiooe of the failed joiatl ... re -uy betv .. n tvo .-braoe 1hMt1, at the fir1t 
ap joiat. Approxiute 1tatloo1 llla1re tbe -t pr-1oeot d ... ge occurred -r•: STA 4i-OO 

, &fOO, ~. 13+50, 111+50, l&fOO, 49i00, eod S6+00. 

• The cwae for th1• .S...ae can be 1ttr1buted .. ial.Y to b .. ..,. 1urf ectioo ecc011paoied 
7 1 1troag current, aod po11ibly poor coo1tructioo. I fHl that the for.or of tb• tvo 
1d .ore to do vith it, bec•uH I vitoeued itl ect1001 later that afte.-, aod it va1 
hr11bing aaaia•t th• ar.or etone Yer)' benily. 

• Lip Jo1otl have little chance eaata1t thi• type of actioo ulll .. • they are fer eoougb 
ay, or are faced oppo•it• th• iDcoalag aurf. becau•• •• 1ooa •• aaad partlclu work 

oneoth a Joint, viod take• over aod blOVI •re 1aod uoderoeatb, tbu1 ••eotually opeo1oa 
be joint. 

It 1bould be ooted that th• ujor1ty of th• failed jointa ... ro field joiotl. 

Riab tide for the .oroioa of 17 July 1973 VH at 0506 bour1 vitb a beipt of 6.1 ft. 

Public vorb ""'Pt tb• debr11 fr .. the .,......,., and i• curreotly -ep1q and repair• 
ng all joiatl oo the catcbMot. 

Qf'OtltfMil'f ... 
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DEPARTMENT OF THE ARMY 
P'AC:1c; OCEAN DIVISION, CORPS OF ENGINE£RS 

SIDENT ENGINEER Of'f'IC£, KWAJALEIN 

BOX Z1 
AP'O SAN FRANCISCO HUS 

PODKR-S 17 April 1974 

SUBJECT: Contract DACA84-71-C-OOOZ, Ebeye Hospital 

Office of the High Commissioner 
Trust Terriotry of the Paci£. 
ATTN: Contracting Officer ic 
Saipan, Mariana Islands 96950 

Islands 

1. lleference is made to your 
of roof on the Ebeye Hospital 

letter of 3 April 1974 concerning corrosion 
and Public Safety facilities. 

2. I have seen these roofs and Inclosed are two photos of the h~!ree that both are corroding badly. 
~hotos of the Public Safety Build~:~t~~o~aves on the ocean side and three 
t: most rapid where the salt spray has • As you can see, the corrosion 

e roof on the windward sides of the b:~~~~:g:~ both top and bottom of 

3. Both buildings were desi ned b Territory of the Pacific Isl~nds y architects commissioned 
24 gage corrugated metal roofs h Transen Associates, Agana, 
coating. l11is type of roof will :ving factory-applied prime 
without an extreme amount f i eteriorate rapidly in this 

o ma ntenance. 

4. American International Construct 

by Trust 
Guam, with 
and finish 
locality 

ing in accordance with spec;i.fication~rs furnished and installed the roof• 
;!t~ factory applied prime and finish'c!;el, 24 gage corrugated metal roofa 

o & is due to the type of material t ng. The deterioration on both 
by the contractor to follow contract used, and is not due to any failure 
the contractor cannot be held respo i!alns and specifications. Accordingl• ns e for the roof failure. ,. 

5. It is suggested that a mai deterioration of the Hospital ~t:n;n~el program be started to pre;ent fur th er n u ic Safety facilities. 

6 • It is also suggested that future ~:rrui:ated aluminum similar to th t ro~f and aiding designs require 

7 

eye. This roofing has shown li~tl:•~r on the family housing units on 
years. m sign of deterioration in over 

Incls 
Photos (') 

cf: TTPI DPW, Ebcye 

;Z~ 4~--? 
RONAL B. COOK 
MAJ• Corps of Engineers 
Resident Engineer 

.,·_ 
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District Administrator, Marslt''ls 
1'istAd ,Rep. , 1.waj alcin 
Public \lorks Officer, -beye 
Director of Public Works 

Roofing Warranty - iobeyo Hospital 

April 26, 1974 
Serial No. ;,..74-0033 
TT-70-0618-38 

11eferenco is made to tho lotter received frOl!I the Eboye Public 
workS Officer dnted l.tDrch 28, 1974, inforcinr, us of extensive 
i;beye Hospital roof i::etn.l corrosion, including the roof of the 

Pul>lic Safety Facilities. 

111is information plus a COllY of the one year contractor wa.rrt\J\tee 
uoro tra.~smitted to tho Corps of llnginoors for corrective action. 

Attached is the reply received from f.lajor r.onal s. Cook, 1·~csident 
~ngineor, Corps of J.:nr;ineors, _,..,njalcin, ~tatin& that the contractor 
can not be hold r1,1spc11siblo for the roof 1>1etal failure an.! thnt the 
corrosion was caused duo to tho nmtorinl used and not due to any 

failure by tho contractor. 

.. e nlso SU'.l!~ests a rmintenance prozr= be started to pnvent further 
corrosion. This con bo nccor.plisheJ by 1i11intini:, r·refor~~bly usin1: 
tho protective paint now being used in Hajuro, obtained fron the 
rubbur memlira."'lo kit~ \l".Od for tho ::ajuro water cntch::icnt area. This 
ll!aterial scC'r.:S to be in.lestructible r.nd one of the finest protecting 
agents avail:iblc in tho Trust 'l°erritory. 

JAM!iS R. WlffiF.L&ll 

Att acl11:10!1 ts 
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TRUST TERRITORY OF THE PACIFIC tSlAtffs?'. .~ ~ 1'./ !>IT -
01nce al the District Admlni1tr1itor ".I • , "' • .> (' 

Marshallt Dlttrk:I /'--J - . , / . 
~ 2li, 1974 tf ; In ~~ly refer to. 

Mr• Everette A. Flanders 
:;"ier, Con,truction Operations 

epartment or the Arr!fY 
P.O.D. Corps ot Engineers 
:Building 96 • Fort Armstro 
Honolulu, Hawaii 96813 ng 

IDtar Mr. Flanders: 

~ thank 7ou tor 7our letter and ict o~t!~~ho~e!heiEbeye Hospital andPPub~·~e~7B3, explaining the con-
the extend~~ :!!~n !~ing place in Ma.juro ra~U~~!!nga I and the poaaib1lit7 
that extenaive d ra on or the Ebeye tacilitiea • am tully avare or 
Industrial Arts :~r~tio~ or doors and vindova a:"~h~e~t to inform 7ou 

ng as already taken place. uro Rish School 

I alao appreciate your reccnnendat 

;~=~t~:~k10~e!!:;;.::~d~::i~p~!~:::rsm:~~t::i":::!n~!:t~~~e~u~u:USt 
I am a ri!:rb:i~!!e~~~:~sg!;' thie Marshall:":::!~~!~: ~:::;s!~tcorrosion 
11&terial here d h van zed steel ii not apr~ • 
recommend that 8:1W:ve recommended in the put and ·:~~rable aa building 
buildings or num or aluminum alloy1 aillli continue to . 
I turther b asphalt roo(l1ng be utilized i lary to the Enevetok 
tor all rut:!!eve that i' 1a imperative tha~ ~! ~roJecta in the Marshalls • 
Diatrict with proJecta be carried out with esign and engineering 
unique desi on-site inspections and surve repre1entative imput rrom the 
eliminate p~bi:ctora or the Marshall• • 'l'hr: !~u~l~ comprehend the 
costs to the Dis:i~1 ou;~ined in your letter without e e:i:"3~r step to 

• o muat live vith the finished na ve longrange 
117 copy or thi 

1 
products. 

ti a etter, I'• rorv&rdi re:::..=~~~esentative on KwaJelein, Mr:'8~~1e;ter to Dietrict Administra-

cc: 

• • or corractive action as 

Hiflt}l Commisoioner 
Director or Pub lie llork1 
Health Services• MaJruo • Saipan 
Distad Rep, KvaJ. 

Sincerely, 

~~,____ 
District Administrator 
Mara halls 
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® HANIL DEVELOPMENT CO., LTD. 
I'. O. •OX 17H, AOANA, GUAM TELEX: 7212<>1 NOl'ADICO 

PHONE : 7~11 
GUAM U, &. A. 911910 

9 August 1974 
Ser. J>;o. PHli-012 

Contracting Officer 
for the High Commissioner 
'!'rll•t Territory of the Pacific Islands 
saipan, Mariana Islands 96950 

SUBJECT: Request for Desien Change 
Under contract TT-174-62 
Ponape District Hospital 

Dear Sir: 
In order for us to prevent unnecessary delay of the construction, we would 
like to forward our proposal for design ct.anc;e on precast concrete panel 
floor for your review and approval as follow. 

The precast concrete panel for floor be changed to the pourftd•in-place 
concrete floor for the following reasons at no additional cost and time to 

the Governif!ent. 
1, Due to the sequence of work, no work can be proceeded until the 

precast panel floor completed. "Jith the fact that precast concrete panel 
floor shall take a considerable time, every phase of the work should be 
withheld for long time which is 1111neceesary delay, however, the poured-in• 
place concrete floor can be performed after completion of wall, roof and 
every other structures. This ill only way to prevent big time delay, 

2, Of-course, architect has some technical reasons why the floor should 
be precast concrete panel system becuase of hospital structures, but, to the 
best of our knowledge, there will be no problem on the poured-in-place concrete 

floor, 
Under the above reasons, your prompt review and best consideration in ~his 
matter would be highly appreciated, 

45-309 0 - 75 - 8 

Sincerely yours, 

F~IL DEVELOR~:i)k 

~~ ~~:ct Director 



August 14. 1974 
Serial N11D1ber: E-74-021.tl 

Banil Developnent Co.• Ltd. 
P.O. Box 1766 
Agana. Guam 96910 

Attention: Mr. Sang Kil Lee 

Subject: Request f'or Design Change 
Ponape Hospital - Contract TT-174-62 
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This is in response to your letter Ser. No. PIDl-012, dated Augu 
9. 1974. 

This project was designed with pre-cast concrete components f'or 
the rigid frame bents• roof' and sub-floor panels f'or the 
purpose of' rapid erection. The entire structure could be cast­
in-place construction, however. this procedure would take much 
longer to build and would require much f'orm work. 

~ 

OlltGIHATO'Y l -
PubUe' Worq 

R. P~ak:Jc 
llOUTIHG 

HC 

DHC 

XO .,. 
ED 

Fl 

HS 

P• 

PERS 

P• 

RO 

TC 

SC 

•uo 
PPB 

l~T 

•GR 

ECON 

LANO 

TUN 

COMM 

P•D 

PIO 

coo 
Alo x .... -The design shown on the drawings indicates poured-in-place 

f'oundation piers and supporting beams f'or the rigid frames and 
f'loor vhich could be poured- .j;a-t>laee • pre-cast or a combinatio h 
of' both methods • 

The design indicates that the rigid f'rames and the entire roof' 
can be placed f'irst and the sub-floor installed a~er the 
building is covered. The ne:tt procedure requires that a poured 
in-place concrete finish floor. 2 l/2 inches thick be installed 
over the sub-f'loor. 

We do not agree that this method will del~ construction nor 
do we understand how you propose to erect the rigid f'rames and 
roof' panels if' the f'loor is placed f'irst. since it is not 
designed to 

SIGNATURE 

HC 

OHC 

XO 

AG 

ED 

Fl 

HS 

PA 

PERS 

P• 

RO 

TC ...... 
n'Dl.1 .,. ~ 

~ 
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t rtinc and installln~ the heavy errY the heavy loads tor ronopo 
~igid traraes and the largo roof' panel.a. 

sal be re~valuated. In e:ziy caae ve 
we request thnt your propo t tion procedure& be outlined, 
requeat t!lat step-by-step con:i rue we cannot a"Oprove chanr,ea 
includi~ chanr,ea you micyA~ro~O:·vou intend to-proceea with the 
without & clear understan .... ng • 
construction or this project. 

Sincerely yours, 

Ja~s R. W"neeler 
Contracting Of'ficer to the 

llii;ll Co;Joissioner 

cc: i . all 
Daniel, r!ann, Jo::iuson & l~enuena • 
Daniel. r.;BJUl. Johnson & :.:endennall, 
CIP Supervisor, Ponape 

Guo.m 
Los Angeles 



September 19, 1974 
Serial No. E-74-0281 

Mr. Sang Kil Lee 
Hanil Development Co 
P. O. Box 1756 •• 
Agana, Guam 96910 
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Ltd. 

Subject: Concrete Mix Desi d lT-174-62 p gn Un er Contract No. 
- onape Hospital 

Dear Mr, Lee: 

Reference your letter of Se temb Regretfully, we must dis P er 12, Serial No. PHH-Ol5 

using beach sand. The u~ll~ove . your request for new mix desi 
meet the specified gradatio1zat1oi_i of 100% beach sand fails t 
tests have shown that th n requirements. Furthermore our 
excessive bleeding of thee use of 100\ beach sand result.in 
have sh concrete Add1"ti 11 own procurelllent of manuf • ona Y, our tests 
never been a problem. actured sands in Ponape haS:· 

gn, 
0 

In view of these facts we k the use of 10.0\ man f • now that you will agree with us on 
u actured sand. 

Sincerely yours, 

JAMES R. WHEELER 
Contracting Officer 

for the High Comissioner 

cc: 
Soils g Materials Test Lab. 

0•1G1"1.&T01t -
Pu~1;} Work 

ltOlJTIHC 
"..:..!:..!. ~ 
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® HANIL DEVELOPMENT CO., LTD. 
P. O. aOX 1718, AOANA, QUAM T~LEX: 72120I NOl'ADECO 

!'MONE: 7 ..... 71 
GUAM U.S. A. "9"10 

28 September 1974 
Ser. No. PHH-017 

ointrac:tin<J officer 
for the Hiqh commissioner 
'fr'JSt Territory of the Pacific Island• 
sai"9n• Mariana Islands 96950 

S1]BJECT: Mix Desiqn for concrete work 
Under contract TT-174-62 
panape District Hospital 

rear sir 
11eceipt of your serial letter B-74-0281, dated 19 September 1974 associated 
with the concrete desiqn mix of the subject contract is hereby acknawledqed. 

'rtle purpose of this letter is to confirm the followinq discussion made on 
25 September 1974 at Mr. Plhak'S office with attendin<J of Mr. Plhak, d\ief 
of reaiqn, two representatives of IMJM• PrOject Inspector and the underaiqned. 

l. 'rt\e sand for concrete work is not the manufactured sand but the washed 
natural sand that meet the requirements of the contract specifications in 
accordance with section 3A.4.3.l and section 3B.7.2.l of the specifications. 

2. 'rt\e contractor will submit for your approval of test laboratorY that 
can be used for the hospital project, one of the laboratorY in c;uam. 

3. 'rt\e contractor will collect new samples of beach sand and submit new 

concrete desiqn mix thru test laboratorY• 

Consequently, the contractor will not agree with you on the use of the 
manufactured sand for the concrete work • 

sincerely yours. 

~IL DEVELOPMENT CO., LTD. 

!ff:/£1$-
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United States Department of the Interior 

Doar Sen.otor Biblo1 

OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 

APR • 3 1913 

Tho Truct Territory of the Pacific Ial11nda hao n.,ed to rc;>roi;r= 
$6SS.3Bl of '"Vill,'l" froo Gr:mt O:Jcr:>tlon• b"bncc3 in ffoc:il yMr 
1972. r.ud $2~ ,COO f:!.oc"l ya.~i- B7J C•·.,nt Opc;::.t:lone fund~. .Uao 
l"O<JUC!:tod fer r::ti>roc:;r:'J:f~!r.~ is $3,~oo.ovo of !i::cttl yoo.r 1973 
Ct1p1t:i.1 Ir.l;>rov'3<1ont <'rojccts. r,,., total mount of both i:cquosta 
b $4.21a.:rn1. 

Most of tho $670,3Cl foi: \~1ich 1·c;1ror:t'.:r:nins <1uthority :ls being 
roqueatcd 13 r.codoJ to ccver hi~~or pcreonn~l c~~,ens~tlon coot• 
in ficcal ye~r 1973, l~'" rc:-"1:!.a!n' b'1lnnce uill be us.cJ to fund 
vartou3 cp~r-=t:!.ona nctivitioo r,ot proviou~ly bccitotod !or. 
The request to reprogram $3,600,000 of 

(The $3,600,000 requcot to roi'ro::rc.'I) the iioc'1l yo.:r 1973 C:ipit"1 
Il>provC":i..."nt bud3ot i:coulto frc.-. c rcuscsl<t!lcnt of conot1·uction 
pr1c1'1t1C'1, '.cho nccclcr~tion tmd e"'"t>lotion oi tl1eao h~"i:1 :>rlority 
cu.1~ti'".:~::10~ p;.·~ja.::.: ~;!!! ;:i.:.vit:c :;:;,, 'r':i;:t ~c:::-1~~=-.1 ·.:-it~ :.":a 
baaico to t>;(:>oncl econcnic do110lop1~ent, inc1·u .. ""' educn~iom1l cl44•• 
ro:i::t c:ep:.b!lity. aid cor,;:lete o oorc!;y needed ho3pital. 

Dctof.lad juotific11tions for both rc~uoote nro cr.e1-od, These 
pro;>0:::l: c'l:o l:oiftJ trnzttittcd i:l .:occo:r:d~co 1.1it:h tho r.0r=t 
tmd untlcrstendin:; the ll;):>"l'C>cllt h•lo tr.lth th" Scn .. "lte :>nd llou114 
Ccr..>:U.ttceo 011 Ap;>rorrii:t::.orui in i·a:;a.rd to rc1>roaT""""1us of fund~. 

'n10 Office ot M~!!:;cr.ent "'1d llud:;et hu DO ol>joctiOIUI to the 
Guhrlinion of thb pro[l()sal. 

FIU: COJI? 
Surn 

An 1de."lttc:tl letter S.o be!n,~ sent to the llo:iornblo .Julfo Dutlei: ll.lMcn. 
C..tlt~.,n. Su:i~or.cittCll) O.l Interior oO."ld llolatoJ ·~ClleiC3 Appropriat!omi. 
!louse of I'.c.-roec:1t~tivcs • 

Sincerely youre, 

(SGD) Rfclwd R. Hite 

Deputy Asshtant Secrotal"T of the Interior 

Hon, Alan Bible 
Chairman, Subcoaaittee on Interior 

and Related Agencies Appropriations 
C ..11tt~ .... on 4>Pt"opridti..:;.-.s 
l'nit~d St~1te11 S~nt'.ltC 
Wa1hin1ton, D. C. 20510 
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.APPENDIX II 

Summary of Hanil Development Co., Ltd's, poor performance 
throughout the TTPI 

~•-309 0 - 75 - 9 
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• T, PATTBllSON 

La>R.. CBC, USN 
Senior "-bar 
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!162766-72-R.•202 
Board laport Ho, 1 

..,.~~~~-• !IARDISON 
er-Recorder Kmber 

Contract N62766-72-R-20Z 
Board Report No, 1 

FIRST ENDORSEMENT on Avard and llniev Board for Truat 
Fr-: Officer in Cha Territory Project' 

To Avard and Revi:eS:!r~;:;z;cuoa, Mariana• 
ruat Territory Projecta 

1. ApprCIYed, 

2. You are directed to take the required continuino -.. action, 

Otftcer In 

R. M.. SUTLEY: CAPT I 
Ch • CEC, USN 

arge of Construction, Mariano 

Frum: 
To 
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Ot;;Pi .. t-lt/IL:NT or 11-'E NAVY 
OfflCEtl IN CHAl<l>l Of CONSHIUCT ON 

NA\'AL Ff,CILITIES CNG!t>:HRli~G ((>l•MANO CONTRACTS. MAR1ANl.S 
FPO SAH f RANCiSCO 96t30 IN "I.PLY fll.P'(R TO 

A·~ard a.id Rcvicv Jloard for Trust Territory Project• 
Officer in Charze of Construction, !Ulrianas 

G2/klp 
N62766-n-x-ozol 
Jl<'ard Report No. l 

Sul1j: 1162/66-72.-R-0203, Yap Water and Sewerqa Systoaa, Island of 
Yap, Diotrict of Yap, Trust Territory of the Pacific Islands 

Ref : (a) OICC Marianas ltr ser 678 of 10 Aug 1971 

1. 'rhe Bonrd t.10t&bl1sl1ad by reference (a), conveUP.d in private nssion 
at 1700 en 28 October 1971 to review p::oposale received in connection 

with the subject project. 

2. Eight proposale were received, the reaulta are as follow•: 

H3nil Developaent Co, , Ltd. 
Zurn En&ineen-Aju Construction Co. 
Ila ck M!.r.ro Corporation 
Amelco Internatioru>l 
Thoe. Giuli Overseas, lnc. 
Aoier!can Int .. rnational Contractore 
Holmes and Narver 
M,;rttu-JW.l-Closo 

Gover11111ent Estiloato 

$1,110,600 
$1,535,500 
$1,995,000 
$2,032,000 
$2,265,000 
$2,286,422 
$2,5'•6,172 
$3,068,000 

$2,140,000 

3. The Bond iniated ac:t.ion to completto a pre-award survey and provide 
data from wM.ch the Offic<or in CharRC oi Construction would 103\;.;, an 
affiJ:t.4QtiV<·/Df>n affiruative deter11linaLion as to llanil Development Co., Lld. 

being a rosponsihle contritctor. 

The Offker in Charge of Construction bidder's file for nalltl vu reviewed , 
however, it contained only anas of work previously ycrfo-cued as reported hy 
the firm. The Coaoander, USFK-F.ngineer and Deputy Division Engineer lWES1'P.lC) 
'./~"'"' 'l'•"'lr'.f..pj U9 to rt11st pf>Tft>rm8!\Ce; 1nt('!:r~.t}' !l?ld r~i~te:d f.!lctorl by f"h~ 
conuactO\". The re~ponaes to the inquiries reflected that Hanil Development 
Co., Ltd. warrnntad an excellent rating in all respects. lla•ed on t11e above 
the Officrr 1n Ch~rce of Construction should detera11ne the contractor to be 
a responsible contractor under a ~cparatc document. 

4. '!he difference bctwee:> the lcw propo•al "nd the Government estinate 
is approl>imatoly one "'illion dollars. The .:ontrnctor was requested to 
(l) re.view its proposal and determine if errors were mad" and (2) if 110 

errors were found, to confirm in writinf, to the Officer in Chat,,;e of 
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Subj: Trip Report of 22-23 February 1973 
• Ponape Water-Sewer. Phase I and II 

5 • Since the District Public 
vehi~les, the work is being Works ic unable to maintain and PAM! accomplished b 1 repair Navy imb The repair bill is forwarded by PAMi a ocal firm with the named of 
re urses the finn for services rendered. to Public Works who in turn 

6. Info1-mation from Bud Skudl 
Amendment No. 8 be implem~ntedark~a::c:revealed that the TT does not desi~e 
water line and hospital reserv~ir s~te~ent revised the hospital access r~ad:hat 

Copy to: 
054 
05~.5 • Skudlark (Ponape\ 
09Al • 
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DEPARTMENT OF THE NAVY 
OFFICER IN CHARGE OF CONSTRUCTION 

NAVAL FACILITIES ENGINEERING COMMAND CONTRACTS. MARIANAS 

.. 
Mr. James R. Wheeler • 
Director of Public Wor~ 

FPO SAN FRANCISCO 96630 

Office of the High Conrnissioner 
Trust. Territory of the Pacific Islands 
Saipan, Mariana Islands 96950 

Dear Mr. Wheeler: 

IM "&"LY ... ,, ... TO: 

00/vml 
Ser: 3518 
3 October 1973 

I have received your letter of 17 September regarding the lack of progress 
by Han11 Development Corporation on Yap and Ponape and fully concur with 
your observations. It has been of concern to me for the past year and I 
have advised the contractor consistently in meetings and letters that he 
had significant problems in material procurement, manpower and equi pment 
on both projects. I have encouraged the President of Hanil to make 
improvement in each of these areas. 

There are three primary means of exerting positive influence on a contractor 
in this situation: 

a. Advise him that there is a possibility of default. 

b. Advise him concerning the liquidated damage·s (or set them higher 
in the contract prior to award). 

c. Advise him that further work will not be awarded to his company. 

I do not feel that it is in any of our interests to threaten default. Liq­
uidated damages are contractually fixed. The "lever" of no further awards 
was removed when Hanil was awarded additional contracts at a time when his 
rate of progress was less than desired. I had advised Hanil that unless 
improvement was made, further awards may be difficult because the respon­
sibility check which I must make would show a lack of responsiveness on 
the Yap and Ponape projects. It was therefore somewhat disconcerting to 
learn of the subsequent awards, and I have discontinued the use of this 
approach in trying to improve progress on Yap and Ponape. 

I assure you that I will make all possible efforts to achieve a better rate 
of progress on these two projects and appreciate the fact that you have 
referred this problem to me rather than dealing directly with the contractor. 
Only by this approach can I hope to avoid confusion in the contractor's mind 
regarding the fact that the OICC Marianas is your agent on these two contracts. 
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Yoiir suggestfo'I program fs 1 regarding a meetin t d 
on 19 Octob=~ ~;:ne. If possible, Y ~u1Jscuss the capital fmprov 
S.tfsfactory dateSafpan. I wfll call you tproposfe a meeting with ~Ill . • o con fnn ff thfs fs a.1-..., 

" 

.. 
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ttUSl' TtlllTOlY OF THE PACIFIC ISL.ANDS 

Acting Chief, Contract Con•yti Division, 
Saipan 

1 District Adlainistrator, Yap 
: District Director, Public works, Yap 

111111CT• sever Line Conatruction, Yap 

OATS: Feb. 27, 1974 

•ference is made to your mesnorandum Serial c-74-0139 dated February ll, 1974 
and OICC letter Serial No. 417 dated February 5, 1974, concerning the above 

lllb)ect project. 

It looks like we at the district are blalllBd for not helping the Contractor 
on his problems. This idea is a missleading thought and I would like it 

to be corrected. 

When Hanil first came to the Island we extended our hands to them when we 
1aw it neceesary and appropriate, and we are still doing it. We gave them 
a good coral dredging site at Colonia which is located alJDOst at the canter 
of their sewer project. We loaned our Osgood crane attached with dragline 
bucket to them as per their request. We loaned to them our vibratory roller 
and they are still using it. From time to time we loan to them our 1110bil 
crane and concrete bucket for their concrete pouring. Therefore, I don't 
understand what help this Hanil is still looki.ng for. The real problem 
behind Hanil is not the dredging site for sand and coral, they are 

lacking of equipment. 

The coral dredging site at Colonia we gave it to Hanil is still belongs 
to them and they can dredge coral there anytime without problems, but 
they cannot dredge any because they do not have dredging equipment. The 
<>aqood crane which was loaned to them was not put into a satisfactory 
dredging operation and now they are returning back to Public works and said 
that the equipment is toO old and they are scared to break it. What the 
llanil now after Public works is that they want to get dredged coral from 
our source. I am refusing their request based on the following 1 

1. Public works is short of coral to co111>lete renovation of the airport, 
111Ain road maintenance and other government project which we now have 
like the new Yap High SchoOl and Terminal Warehouse. 

2. If we are going to dredge coral for Hanil we will end up just dredging 
their requirement until their project is COlll>leted and this is 
not accepted because it will jeopardize our maintenance progra111 which 
is our main District Public works responaibility. 

3, There is no doubt that we will not be able to produce enough coral 
for the contractor and our use. There will be a fight between Hanil 
and public works as who is going to get JDOSt of the dredged amount 
and this will cause a tremendous delay to the contractor project 



136 

Page 2 

and he will turn around and 
0

tell TT Government that Public Works 
is not producing enough coral for them. 

'l'he source of sand for the Contractor is located at Giliman beach. 'l'his 
was secured by the Contractor through local land owners. 'l'his is the 
moat economical source of sand ever found in this district. The road 
from COlonia to that place is very good that they have no proble11111 of 
running their trucks and front end 1oaders to and from that place. 
Public Works is dredging sand from the reef using crane on LCU boat 
and it is costing us $6.00 per cubic yard. 

In ary conclussion I would say that there is nothing we can do 1110re to 
help the contractor for his problems of sand and coral. We already gave 
him what we felt should be provided from us. The Contractor knows 
that the government equipment will not be loaned to them (in any event) 
for their use that they must bring in to Yap their own equipment, and 
this was 11111.de clear during pre-bid conference held in Yap in which 
Hanil representative was present. 

~~/~..;_· 
M.,...-~i~;-~· 

cc• Chief of Operation & Maintenance, Saipan 
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TRUST TERRITORY OF THE PACIFIC ISLANDS 01/it:, o/ tli, /)i•trit:I Admini•trotor, Yo' 

TO 
Attn 

Director of Public W~rk•, Saipan 
Acting Chief, ContTact Con•truction Division 

DATE: Feb. 27, 1974 

FROM Di•trict Adainhtrator, Yap 

SUBl.ECT: Sewer Line Con•truction, Yap 

I am responding to your memorandum of February 11, 1974: Serial C-74-
0139, directed to the District Director of Public Works with reference 
to the above subject and in general regarding the performance of Hanil 
Development Company on the Water and Sewer Projects, 

The last paragraph of your memorandum stating, "Any further aid you 
can give to resolve the problems a•sociated with COllllllUnity access 
and locating adequate sand and coral sources will certainly add to 
the workmanship and will improve the contract time schedule.", is 
taken by this office as quite disturbing as I take it to imply that 
we at the district level are na: interested and anxious to see the 
Water and Sewer Projects completed as efficiently and expeditiously 
aa poHible. Let me assure you that WE ARE IN FACT OVERLY ANXIOUS 
TO SEE THE PROJECT COMPLETED AS EARLY AND EXPEDITIOUSLY AS POSSIBLE. 
The causes of Haoil's poor performance on the projects, and not only 
on the Water and Sewer, BUT ALSO ON THE YAP HIGH SCHOOL AND THE OUTER 
ISLANDS HIGH SCHOOL DORMITORIES PROJECTS, have been for the following 
reasons AND NOT because of the lack of assistance from the District 
Public Works Department to the extent of our capabilitie• would allow. 

1. During the pre-bid conference which was held on Yap, 
the prospective contractors were advised NOT to rely 
on the government for coral source. However, the 
government will designate an are3 where the contractor 
will extract its own coral requirement• using his own 
equipment. When Banil was awarded the contract, it 
did not include a dragline crane among its mobolized 
equipment, They expected to get coral from govenmient 
aource. 

2. In Yap Public Works effort to a•siat the contractor of 
its coral problem, the former agreed to have Hanil 
utilize the one yard bucket Oagood dragline crane for 
a year's period. This waa effective in January 1973. 
Since that time Hanil haa not uaed the crane to dredge 
coral for the Water & Sewer Projects. However, during 

45·309 0 • 75 • 10 
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TRUST TERRITORY OF THE PACIFIC ISLANDS Oflie• of th /Ji1triel .4 tlmini1trotor, Yo~ 

TO 
Attn 

Director of Public W~rke, Saipan 
Acting Chief, Contract Construction Divieion 

DATE: Feb. 27, 1974 

FROM Dhtrict Administrator, Yap 

SUWECT1 Sewer Line Conatruction, Yap 

I am responding to your memorandum of February 11, 1974, Serial C-74-
0139, directed to the District Director of Public Works with reference 
to the above subject and in general regarding the performance of Hanil 
Development Company on the Water and Sewer Projects. 

The last paragraph of your memorandum stating, "Any further aid you 
can give to resolve the problems associated with c011111UDity access 
and locating adequate sand and coral sources will certainly add to 
the workmanship and will improve the contract time schedule.", is 
taken by this office as quite disturbing as I take it to imply that 
we at the district level are net interested and anxious to see the 
Water and Sewer Projects completed as efficiently and expeditiously 
as possible. Let me assure you that WE ARE IN PACT OVERLY ANXIOUS 
TO SEE THE PROJECT COMPLETED AS EARLY AND EXPEDrrIOUSLY AS POSSIBLE. 
The causes of Hanil 1 s poor performance on the projects, and not only 
on the Water and Sewer, BUT ALSO ON THE YAP HIGH SCHOOL AND THE OUTER 
ISIANDS HIGH SCHOOL DORMITORIES PROJECTS, have been for the following 
reasons AND NOT because of the lack of assistance from the District 
Public Works Department to the extent of our capabilities would allow. 

1. During the pre-bid conference which was held on Yap, 
the prospective contractors were advised NOT to rely 
on the government for coral source. However, the 
government will designate an ares where the contractor 
will extract its own coral requirements using his own 
equipment. When Hanil was awarded the contract, it 
did not include a dragline crane among its mobolized 
equipment. They expected to get coral from government 
source. 

2. In Yap Public Works effort to assist the contractor of 
it• coral proble111, the former agreed to have Hanil 
utilise the one yard bucket Osgood dragline crane for 
a year's period. This was effective in January 1973. 
Since that time Hanil has not uaed the crane to dredge 
coral for the Water & Sewer Projects. However, during 

4&-309 0 - 75 - 10 
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Director of Public Work• 
Attn: Acts. Chf./Cont. Const. Div. 
February 27. 1974 
Page 2 

ald-1973. it wae awarded a contract by the u.s.c.G. 
to construct a portion of road within the LORAN STATIOK 
complex. For that projec~. Hanil used the 01good 
crane to dredge over 2.000 cu. yds. After it completed 
that project. it stopped dredging coral. According to 
the project manager. he was afraid they will break the 
crane and thus would be more expeMive to his company 
to repair it. 

3. A• the alternative. Hanil decided to buy and ship a 
"junk" crane from somewhere to Yap. Thie was around 
Kovember 1973. The project manager emphatically 
1.Ddicated that the "junk" crane will be repaired and 
operationally dredging coral by January 1974. During 
l)o!cember 1973 when Hanil was constructing the Sewer 
line on the Balebat. Rull area the roads were rendered 
completely iapaseible by vehicles and in some cases 
even pedeetrian traffic. The question of coral was 
raised and the government agreed to auiet Hanil with 
providing approximately 250 cu. yd. of coral for its 
uee. Subeequently. we had to repair the Hanil damaged 
road in Rull in view of public pressure for the govern· 
ment to do something. We used more than 500 cu. yds. 
juet to rectify and correct the mess. Hanil in turn 
aesured the government that it• dragline crane will be 
operational by next month (January 1974). During the 
early part of last month, the project manager advised 
me that hie crane. while operational. cannot be used 
for dragline work because the engine lacks euf ficient 
power. For now that is the status of Hanil' s new "junk" 
crane. During the early part of this month. the project 
manager again came to this off ice requesting coral from 
Public Works. My answer is NO and to get their crane 
repaired and start getting their own coral from the 
government designated dredging area. 

ENOUGH FOR THE CORAL PROBLEM; NOW. THE SAND PROBLEM. 

4. The government's only source of sand is dredging same from 
the reef through use of the LCU. We had offered the rental 
of the LCU to Hanil to dredge its own sand. Hanil felt. 
however. that such a sand source would be expeneive for them. 
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Director of Public Works 
Attn: Actg. Cbf,/Cont. Const. Div. 
Pebruary 27. 1974 
Page 3 

As an alteraative. it found a source on private property 
at the south end of the island. However. it did not 
•tock enough to effectively do its sewer line work 
in accordance with specifications and though there 
i• an OICC inspector on board recognizing the 
deficiency no action was taken by the OICC Inspector 
until we started making noise with hi•• the contractor 
and Mr. Wheeler's office. A stop order was finally 
i1eued by OICC for the contractor to cease work on 
the sewer line until it baa available the required 
material•. About two week• ago, Hanil again started 
hauling •and from its source at the southern end of 
the island. It should be able to have sufficient 
sand from that source. Ae for the coral requirement•. 
we will not tolerate Hanil's continued excuse of not 
being able to get its own drasline crane operational. 
and thus we can of fer no further assistance in providing 
coral to the111; WE HAVE OUR OWN OPERATIONAL AND PROJECTS' 
NEED TO PILL PROM WHAT WE CAN DREDGE. 

S. In general. Hanil'• problem• has been lack of materials, 
manpower ard equipment. Rather than trying to take care 
of its own neede, it baa been para•iting on the government 
to meet its needs. At one time• the project manager 
advised me that hie main office in Korea bas not been 
reeponding favorably in support of his needs to properly 
implement bis projects here. 

6. In addition to the li>ove, the OICC Inspector on board 
we have just found out has responsibility only to 
obeerve the contractor and make reports on deficiencea. 
He does not have authority to ma~ on the spot deci1ion 
to rectify the deficiencies not"/ To us. this arrange­
ment is rather peculiar for an inspector's function. 
We could very well make the observations and report 
our1elves. We hope this arrangement could be modified 
and more authority be delegated to the OICC Inspector 
to make o'1 the spot decisions. 

I hope the above would be of some help in enli&htening you and others 
ncern o the actual situation. 

\ 
cc: Diatrict Director/Public Work•. Yap 

Di1trict Planner. Yap 
CIP Coordinator. Yap 



Hanll Development Company. LtJ. 
P. o. Box 389 Central 
Seoul , Korea 

Gcntl-n: 
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05'+/ad/l 13·74 
N62766·72·C•0203 
Ser 1532 
9 MAY 1974 

This Is to acknowledge receipt of your letter Serial Mo. YH-074 dated 
3 April 1974 ln which you have stated you were having ''many technlC411 11 

problems on Contract H62766-72-c-0203, Yap Water and Sewerage Systems, 
Island of Y3p, Yap District. Western Caroline Islands, Trust Territory 
of the Pacific lalands. In addition. receipt of your letter of 29 
April 1974 requesting additional fund• for changed site condition la 
acknowledged. 

A site visit by Hessrs K. Kruzan. R. Dubberly and R. DeVera, OICC 
reprasentatlves (17•19 April 1974) found no basis for your allegatlona 
of un3ntlclpated problems. In fact, the visit confirmed previous 
ro;>orts and conversations with your personnol that you do not have 
the equipment and manpower on sit• to efficiently ccn1truct • project 
of tills miign I tude. 

To be specific In answering your allegatlon1, It was found that you 
had one 2 Inch pump on the Island. It 11 reaaonablo to expect you will 
continue to have problems In dewaterlng untl 1 you get add I tlonal, 
larger pumps. Furthermore, the one smal I "Case" trencher you have 
operating appear1 small for a project of this 1111gnltude. 

You have no provisions for obtaining coral. You will continue to have 
problenlS obtaining coral until you get drag line equipment. The Trust 
Territory Deportment of Public Works, Yap, has de1lgnated an area In 
which you c:ould dredge If you had the necesMry equipment. It should be 
noted that the Department of Publ le Works, Yap Is under no obi lgatlon 
to furnish you material or equlP1119nt. 

As far as c:ould be ascertained from the visit, you have no provlclons 
for driving sheet pl ling nor do you have any thHt "pll Ing on Yap. 
It would appear that the first step In Installing the lift .,.d ejoctor 
stations Is to get the necessary material and equipment to allow 
Installation. So little wof'l( has been accomplished by your flnn, It 
Is lr:iposslble to know If construction problems with lift and ejector 
stations actually exist. 
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OS'i/ad/l 13•7lt 
N627~6-Z2-C•0203 
S.rl532 

ll MAY 1974 

You have c:cmplalned of lack of co-operation fr<111 the Department 9f 
Public Works, Yap but It has been found that they will allow you to 
close roads at low tide for a maximum of six (6) houri (I) If you 
furnish them notice 24 houra In advance, (2) If you wl 11 move your 
equipment In case of emergencies, and (3) If you wl II agree that on 
special occasions requiring travel between villages that the roads will 
not be closed. This arrang_,,t appears to be 1110re than satisfactory 
and attests to local co-operation. 

In s111m1atlon, the manpower and equipment Is so Insufficient that I must 
remind you that the c:cmpletlon date of this contract Is 29 July 1974 
and liquidated damages at the rate of $140.00 per day will be assessed 
for Heh day beyond the contract completion date. Furthenaore, In 
response to your letter of 29 April 1974, there have been no changed 
site conditions encou_ntered which Justify addltlon1l funds. Your request 
Is therefore not favorably considered. 

Since less than 2s:t of the work on this c:entrac:t Is In place, you are 
requested to forward to thl1 office within 10 day1 of receipt of this 
letter, In writing, your plan of action for completing this c:ontrac:t on 
schedule. 

Copy to: 
llanll Development Co., Ltd. 
P. O. Box 1756 
Agana, Guam 96910 

81 Ind copy to: 
054 
054.1 Koror (Dubberly) 
09Al 

Slnceraly, 

·:r.-·c_ TnlBl'lTS m· 
COMMANDER, a;;C, USN 
Deputy Officer in Charge 
ol COll!;tructlon, M~rlanoa 

, 



TRUST TERRITQRY OF THE PACIFIC ISLANDS 01/iu of tlie Hith Co••i11io1
"'· Snijon 

TO Director, Public Works Department 

FROM Director ot Health Services 

SUBJECT: Yap District Center Domestic Water Supply 
BTatem - Alleged Contruction Deficiencies 

DATE: Jul7 31, 1974 

Mr, James W, Kirkemo of MacKinlq-Winnaker McNeil and Associates 
discussed with Health Services personnel on Jul.7 31, 1974, the 
design ot the Yap Hoapital, As a designer he expressed concern 
about the dependsbilit7 ot the water suppl7 system as well as the 
wastewater disposal system tor the hospital, in light ot his 
observations concerning construction currently underv~ in the 
Ticinit7 ot the Rai View Hotel on an eight or ten inch asbestos­
cement water suppl7 main, 

Mr. Kirkemo reported the tolloving obsern.tions: 

1, No sand or other type ot cushioning vas being placed beneath 
the pipe. 

2. Pipe was aligned by placing rocks under pipe bells. 

3. Ditch was being tilled with a 3/4-7ard tront end loader, 

'-· One pipe length observed to be broken was covered without repair 
or replacement, 

In view ot the above mentioned, there is reason to believe that the 
sewerage is being installed in the same manner, 1his problem is 
mentioned in the interest ot public health in Yap as well as the 
procurement ot an integral and usable hospital tacilit7, Any action 
7ou may take to investigate and correct the alleged discrepancies is 
greatly 1.1>preciated. 

/:fz,f.,#•<' c.. •• ... . 
Maaao ~-SU• N,O, 7u.c.. 
cc turnished: Yap - DDHS 

District Public Works 

High Conrnlssloner 

DI rector of Pub II c \.lork1 

15 May 
Ser: E-7/1-0IO 

Chan9" In concept for £beye l.tastewater Treatment Plant 

This -.orandUlll Is Intended to acquaint you wl th ~ problem we are 
e.1Cperlencln~ on Ebeye and to set forth our solution to the probl10111. 

Backgrou'!!!· The £beye wastewater treatrient plant was designed by 
Metcalf' Eddy, an englneerln;i firm Of Eoston, Palo Alto and, at 
the time of design, Cuam. Contract administration has been hendled 
for us by the Cerps of £n~lnccrs at Fort ,\rmstrong, Honolulu, wl th 
local representatlveo on Kuajaleln. The successful bidder was the 
Hanll Oevclop:ient Corporation, a Koro"n firm with several other con­
current contracts In the Trust Territory. \lo have applied for, and 
been ••arde~, a construction grant of $297,675 by the U. S. Envlron­
rnontal Protection A!)ency, representing their 75i matching money t011ard 
the cost of the facility. \Je hove not yet received the first payment 
from EPA, but "" eJ<pect It s:iortly. 

The l1"11edlate Prob lel!I. Because of slowness In oceon transport and 
unaval lab I 11 tY...,of C.:~ sl te on lbeyo (.o 1111 .,cd by thA contri>ctor) 
and a basic Ineptness on the part of the contractor, the worn Is very 
far behind schedule. Tile orlbll'laf ce>ntract completion date was to 
have been 16 Sept'fter 1973, but tlanll got a 165-day extens Ion and 
the plant was then to ~e finished on 23 Febru;,ry 1974. The con;>ony's 
latest bl l llng to us In May ll)llt lndlcated the~ 1-1ere 7.1~ t11-•ar<i 
COlllpletlon. .,..., II ttle construction 11as app.,,..llt when M en91\'1c:er 
fro"' this office revle.ted pro!lrcSS on Ebcye on~ H;y 1:>74. 

The Broader Prnblel!I. lie hllve grave doutts ill><>ut th~ contlnuln9 sult­
.t>l llty o('t"'iifs-cies-lgn to best serve the needs of the ;:opuli>tlon of 
£beye. The facility can be described as a "contact stabilization 
secondary treatr.1Cnt plMt", er.oploylng extensive air blowing cepoclty 
to aerate tne sewaqe, div ided slud~c handl inu t<> lnnocul~tc lnco::iln,; 
sewage and to dispose of excess slud~c to drylnv i>edo, and flcxlulllty 
to cllange to an •·extended aeration" mode of operation. Chlorination 
Is provided for the effluent before dlsdl<Jr~c to !<wajaleln lagoon. 

The annual operating cost (for labor, el.,ctrlclty, and ~hemlcals) Is 
estl...,ted to be $25 1000 to $30,000 at curr.1nt prices. The technolo-)y 
Involved In plant operation Is~ advanced ;ind Is consld<!rud by ITrf 

staff to t.e beyond tne ru1onable capacity of the Pub I le \.lorkl people 
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on Ebeye. The salt air of Ebeye Is particularly damaging to mechanical 
equipment. of which there Is a plethora In the wastewater treatment 
plant. 

Our Solution. In the years since the Ebeye design was originated, the 
use of waste stabilization ponds has becone widespread. The ponds 
function best In a tropical environment; require no niovlng parts or 
machines; require minimal operating attention and almost no cost for 
chemicals or power; are approved In concept as secondary treatment 
by the u. s. Environmental Protection Agency and the Trust Territory 
Environmental Protection lioard; and require no skilled operators. 

I have taken steps to suspend further construction on the Ebeye plant. 
The force main which has already been built will be used as planned. 
lie have asked the district attorney, Mr. Walker, to find out who 
actually owns the land on the north shore of_Ebeye between the peri­
meter road and the rer.f. lie propose to either build waste stabilization 
ponds on goverrv.ient land there, If there Is any, or berm off a portion 
of the shallow ieef to the northwest of the Island to serve ;is .,aste 
stabilization ponds, If this Is found to be reasonable. The latter 
concept Is being studied by our sanitary engineer and others concurrently. 

I recognize the grievous apparent waste of money Involved by this 
change of design. We will lose the work done by t1etcalf & Eddy In 
the design phase, and will have to suffer some loss In cancelllng 
or altering Hanll's contract. The saving In cost of operation over 
a few years will recompense the Trust Territory. 

If you have any questions or cormients, or If you wish to discuss this 
In person. I will be very glad to make myself and my staff evallable 
to you. 

JAMES R. WHEELER 

cc: TT/OICC Mgt. Liaison 

Jwie 7, 197.\ 
Serial No. C-0406 

Hanll Development Co., Ltd. 
P.O. Box 1756 
Agana, Guam 96910 
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Subject: Ponape Hospital Proposal for Construction 

Gentlemen : 

~t~~~t h:~~bh~;~~!!l!·.,th~t you, have been awarded Trust Territory 
t .n to utnlsn all the labor, materlals, equtp-

aient, ran!ll01'flltlon and otMr services to construct and complete 
the Ponape District Hospital In accordance with plans and ' 
•lpeclflcbatl Ions and Addendum Nos. 1 through It provided and defined 

n your d of June 6, 1974. 

lie accept your basic bid, only, at this time In the al'IOunt of 
Four Hllllon One Hundred Ninety Six Thousand and Six f:undred 
Thirty Dollars ($4, 196,630.00). 

Contract No. TT-171t--"-"to cov thl llhen co ."/J er s agreement Is being prepared. 
nsU11J11ated and the surety bonds are received, we wl 11 furn ls 

your Notice to Proceed. You wl 11 note that the surety bond docu­
men1tsf are to be provided within fifteen clays of the date of this 
not lcatlon. 

A:~rr~ate ~d Items are presently being evaluated and a decision 
"' e ••• within thirty days as detailed In the proposal form. 

~nc:osed are final construction documents reflecting all Items 
nc uded In the narrative Addenda. Please confirm that these 

drawings are In agreement with all Addenda No. I through i, 
acknowledged on your bl d form. as 

Please confirm In writing your acceptance of the contract award 
by June 17, 1~74. 

Sincerely yours, 

James R. I/heeler 
Contract Ing Cfflter 

for the ltlgh Cormlsslonei' 

Enclosures 
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TRUST TERRITORY OF THE PACIFIC ISLANDS 
O,.F1CE OP' THE. HIGH COMMISSIONER 

CA•Lt. t.DOIUSS 

MJC?TT t>Alt'AN 
SAIPAN. MARIANA ISLANDS 969~0 

June 2li, 1974 - (Supersede• lfi June 19711 totals) 
Ser. No. E-7li-<>136 

PONAPE HOSPITAL FUNDING AND CONSTRUCTION 

Lov Bidder - Hanil Development Co, Ltd. 
P. o. Bo:a 1756, Agana, Guam, 96910 

CIP Funds - $4 , 500, 000 FY' 7li Suppl. 
750,000 n•·r~ 2r.<i Suppl. 

i5,250,0CO Total Funds 
262,500 Les& 5% O.H. 

$1i ,987 ,500 Cons tr. Funds 

l!AllIL BIDS 

58 Beds - Base Bid $1o ,196 ,630 

Alternate Bids CONSTRUCTION CONTRACT 

58 Beds - Jllo. lB 290,000 

Dental/P.H, Jllo. 2 170,000 

$4 ,987 ,500 - Fund Available 
4 ,171 ,587 - Conatr. Contract 

$ 215 ,913 - Continc;ency Reser:• 

Visitor Lobby Jllo. 3 15 ,ooo 

Entry Canopy Ro. 4 35,000 

Site SVales Jllo.;;5 9,000 

Catch Basin Jllo. 6 28,000 
Base Bid 

Catch Be.sin Ro. 6A 9,000 
Dentalf P.H. 

!;atch Basin Ro. 6B 3,000 
Entry Canopy 

$11,15$,630 

Additional Work per TT 
letter dated June 14 1974 15 .957 

$1i,771,587 
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TRUST TERRITORY OF THE PACIFIC ISLANDS 

O~FICI! OF THI! HIGH COMMISSION£A 
SAIPAN. MARIANA ISLANDS 96950 

AullJSt 9, 1974 
Serial No. L-74-0126 

Hanil Development Co., Ltd. 
P. O. Box 1756 
Agana, Guam 96910 

Attention: Mr. Sang Kil Lee 

Dear Sir: 

·• 

We are in receipt of your letters requesting contract time extension 
dated February 26, 1974, March 4, 1974, and the last one received 
dated August 3, 1974. 

Contract 17-173-137 was signed by the Contractor and the Contracting 
Officer for the High Conmissioner, June 20, 1973, with a Notice to 
Proceed on July 2, 1973, with a performance period of 365 days 
(one year). 

You are requesting a time of contract extension for materials that 
were shipped from the West Coast or Japan six to eight months after 
Notice to Proceed. For the present, this time extension is denied 
for this reason, delivery should have been made months before this 
date if the contractor hid placed his orders shortly after notice 
to proceed, using good judgment and common construction practice. 

At this writing, your Yap High School Project is 6.25\ completed 
with the project one month and six days in default and beyond 
the target date. 

The Ulithi project, after one year and one month, has not even been 
started and is in default before the first shovel is put to work. 
Attached is a letter which was received in this office, from the 
Acting District Administrator Representative, Ulithi, which is 
just cause for complaint. 

A copy of this letter will be submitted to your Bonding Agent, 
"Argonaut Insurance Company" with a request to look over the 
situation and possibly take over these two projects. 
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All of the projects contracted to "Hanil Development Co., Ltd." 
are behind schedule and are as follows: 

1. Jaluit High School - Completion date, August 11, 1974, 
percent completed, 42,, behind schedule 58\. 

2. Majuro Public Safety - Completion date, September 28, 1973, 
percent completed 68\, behind schedule 10 months and -32,, 

3, Ponape Water and Sewer 7 Complet~on date, October 16, 1973, 
percent completed 58\, behind schedule,10 monthsand 42,, 

4. Yap Water and Sewer - Completion date, July 29, 1974, 
percent completed 56\, behind schedule, 1 month and 44\. 

5. Yap Power Plant - Completion date, July 1, 1974, 
percent completed 9.17\, behind schedule, 1 month and 92\. 

With a performance indicated above, the Trust Territory Government 
is forced to place the Hanil Development Co., Ltd. on the 
"Not Qualified" Contractors List, :md will refuse to accept any 
further bid submittals. 

This notice will also be forwarded to the Officer-in-Charge of • 
Construction, Naval Engineering Collll\and, Guam, Mariana Islands, 
and the Corps of Engineers, Honolulu, Hawaii, with instructions 
to remove your company's name from the Trust Territory Bidders 
List. 

One of our major concerns will be your performance on the construction 
of the Ponape Hospital and we assure you that we will keep your bonding 
company and the Korean Construction Attache fully informed of your 
progress or lack of it, as the construction period progr&&ses. 

We will not allow this project to fall behind as the other projects 
have before taking action with and through the bonding companies. 

We hope this letter will fully express our feelings. Your lack of 
performance has exhausted our patience and that of every using agent 
of each project, including each District Administrator. We have run 
out of alibis and excuses for the Hanil Development Company. 
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Your performance has cost the Trust Territory Governl{l8nt conside abl 
financial losses and progr111111ing embarrassmentsand has made it r e 
hard for us to explain to the Interior Department and Office of very 
Budget Management.why we can't get competently productive contractors, 

~:f !:~ of this document will be transmitted to carbon copies listed 

.--a::~~· 
u~-;R~ ~ELER 

Contracting Officer 
for the High Co111Dissioner 

Attachment 

cc: 
Attorney General 
Corps of Engineers, Hawaii 
OICC, Guam 
Korean Consulate, Guam 

· Korean Construction Attache 
DistAd, Yap 
DistAd, Ponape 
DistAd, Marshalls 
Argonaut Insurance Co. 
Hanil, Korea 

. • 
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KOREAN CONSULATE IN GUAM 
GCIC BLOG.. RM. f 305 

MARINE DRIVE AGANA. GUAM 96910 

August 23, 1974 

Officer In Charge of Construction 
Naval Facilities Engineering Command 
Contracts, l".ariana 
FPO San Franohco 96630 

Gentlemen: 

The purpose of this letter is to confirm and ~uarantee that Ha.nil 
Development Co., Ltd., P. O. llox 1756 Agana, Guam 96910 is on a 
position to complete the contract N62766-72-C-0203, Water and Sewer 
System at the Island of Yap, Trust Territory of the Pacific Islaiids 
and that Hanil Development Co., Ltd. does not cause the contract to 
be terminated for the reason of the contractor's default under no 
circumstances. 

However, the ·undersigned would like to assure that this company ia 
on an acute financial situation not only because the contract price 
is considerably lower than the Government estimate but also becuase 
an additional remittance of U. s. dollars from Seoul Main Office is 
positively not allowed for the project by lhe Korea Government. 

Hoping the beat cooperation be rendered to this company. 

Very Truly Yours, 

KORF.AN CONSULATE IN GUAl•l 

Ji /'1 . JJC1""' .4t IK PJh.,. 
Cons ruction Attache 

APPENDIX III 

Summary on the status of the Koror-Babelthaup bridge 



SUMMARY ON THE STATUS oF THE KoRoR-BABELTHAUP BRIDGE 

The Koror-Babelthaup bridge will connect the large island of 
Babelthaup, which has ample room for expansion and which is the 
location of the airfield, with Koror, the Palau District Center and 
population concentration. The contract to construct the bridge was 
awarded to the Aju Construction Company, Ltd., a Korean firm by the 
TTPI in February 1974.1 

Prior to this contract, Aju was in a joint venture with Zurn En­
gineers to construct the Truk sewer and water system which has been 
completed. 

Zurn Engineers attempted to warn TTPI officials of Aju's que.s­
tionable financial condition after the notice of Award on January•, 
1974:, of t.he contract to Aju. TTPI officials were informed that Zurn 
Engineers were a.waiting reoovery bmn A.ju'& hc>ndi• company for 
default Qn a loan.2 Zurn notified TTPI officials directly in early Jan­
uary 1974, and through their attorney in a letter dated January 31, 
1974.• 

The contract was awarded to Aju on Feb. 4, 1974. In July, Aju 
requested advanced mob~lization payments from TTPI which were 
refused because the notice to proceed had not been issued, there was a 
lack of physical activity by the contractor, and uncertainty about the 
controlled planning of the project by Aju.• 

In August 1974, the contractor submitted an alternative desi~ for 
the bridge and attempted to collect for the additional cost.5 This also 
was refused by TTPI with a notice that the contractor was in viola­
tion of the contract terms and any further delay would constitute just 
cause for termination. 

An article m Highlights dated February 1, 1975, reported the 
following: 

PAI.AU BBIDGE CoNTBA.CT TEBXINATED 

Trust Territory Director of Public Works Jamee R. Wheeler announced that 
the contract for the Koror-Babelthuap Bridge was terminated for default. 

At a meeting in the office of the Director of Public Works for the Trust Ter­
ritory, the notice of t.ermlnatlon was presented to S. S. Yang, representing the 
Contractor, Aju Construction Company of Seoul, Korea. The notice cited four acts 
and omissions that constituted the default. Aju Company did not provide an alter­
nate design speedily, did not furish proof of financial capablllty, did not submit 
certain material specifically requested of them, and did not dillgently prosecute 
matters that lead to a Notice to Proceed with work. 

"We have been more than patient in this matter," said Director of Public Works, 
Jamee R. Wheeler, "The length of time allowed was unusual but justi1lcd by the 
cil"C'llDlstances. Unfortunat.ely, after the award of the contract, Aju Company 
Underwent a massive reorganization that seriously reduced its capability to 
I>erform the work." 

1 See p. 1116 • 
• Ibid.' p. lGS. 
I Ibid., p. 1159. 
: {bid., p. 160. 

bld., p. 163. 

•s-309 o - 75 - u 
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Also at the meeting were representatives of the surety :rt had~~~:~ 
bridge projecint, AD. Y. CGhung a1~A!\;'i=e~i~ o~o~eo~f:i~ to '::~!nsatisfactory 
tion, based gana, uam. Th have indicated that they 
arrangements for the construction of the bridge. ey b F b Y 21 1975 
will submit their plan of action to the Trust 'J'.erritory Y e mar • · 
Upon approval of the plan work on the project will commence. 
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SIANOAIO POIM 2) fONTIUCT trt0 

DATI: Of' COtUU(T 
CONSTRUCTION CONTRACT 

(See in1tructions on revene) 

TT-1 4-. 
Febru!!Y 4, 1974 

".UIZ-A-ND_A __ -'--H-SCW-COll-TllACl-Oll------------------~,1-::CH:::[C::K::_.,,=. ,MIAH IQ)( 

0 lnd""lu.11 

AJU CONSTRUCT I ON co. ' l TD. I D ,,.. .... h.p 

P • o . Box noo D ,...., , .•••••• 
Tamun Ing' Guam 9691 I I (XI (' .. .,.... ... ~ ....... ,..... ... in ch< 

A8ut Korea 

Department of Public Works, Trust Territory of the Pacific Islands 

comucr FOii (WOf't ro .. pertorrn•d) 

Construction of Koror-Babelthaup Bridge 

PUC( 

Over Alral Channel between Koror and Babelthaup Islands, Palau District, 
Western Caroline Islands, Trust Territory of the Pacific Islands 

FOUR MILLION FIVE HUNDRED THOUSAND DOLLARS (US$4,500,000.00). 

The Government of the Trust Territory of the P1cific Islands (hereinafter called the Government), represented by the 
Contracting Officer executing this contract, and the individual, partne11hip, joint venture, or corporation named 
above (hereinafter called the Contractor), mutually agree to perform this contract in strict accordance with the 
following designated specifications, schedules, drawings, and conditions: 

I. Specifications for Koror-Babelthaup Bridge, dated April 14, 1973, Including 
Addendums I, 2, and 3, prepared by Alfred A. Yee' Associates, Inc. 

2. Bid submitted by Aju Construction Co., ltd. 

3, Special Conditions 

4. General Provisions, General Conditions, and labor Standards Provisions 
attached hereto. 

5. Special Provisions, attached hereto. 

In the event of any conflict between the Specifications (Item l) above 
and the General Provisions, General Cond i t ions, the General Provisions, 
General Conditions, and Labor Standards Provisions attached hereto will 
govern. 

;;;; IMAlL If STAal'[D--------- ·- ::--nk SN4". K-COMl'\.trrD 

Upon receipt of written Notice to Within 720 calendar days after receipt 
Proceed issued by the Government to of written Notice to Proceed by the 
the Contractor. Contractor. 

Ja-101 
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Allrr,,liHJ. The r ... ..twi. alterations were made in this Cl. ,.,, .fore ir "'IS signed by the 
panies hereto: 

APPROVED AS TO FORH: 

?J!J.z/IL£/, <- wg,-.u:,,:j,.,("L. tlel7 ATTORNEY GENERAL 

,~ ..... 

CERTIFIED FUNDS AVAILABLE: 

Account No. cz-073q-65 

In witneu whereof, the panies herec:o have executed this contract u o( rhe date entered on the first 
page hereof. 
TRUST TERRITORY OF TI!E PACIFIC ISLANDS 

Contracting Officer for the 
u•iiiW;,,,.i. 

High Commissioner 

CONTRACTOR 

A Ill CON$IfR!CllO~ CO I TD .... ., ........ , ~ 
BY--~...=-.,,=.•.;,_~..,,< ..... =•~= .. 1--;;{lt'--"4'-.:,.....,.., 

INSTRUCTIONS 

1. 1"he full name and business address of rh<" Contracror musr be inserted in the space provided on 
the f1ee of the form. The Contractor shall sign in rhe space provided above with his usual signarurt' 
and typewrire or print his name under the tiJnHure. 

2. An officer of a corporation. a member of a p.artnership, or an agent sig:ninJ for che Contraccor 
shall place his signature and title" after the word "By" under thr name of 1he Contractor. A 1.:ontra('( 
executed by an auorney or agent on iw!half of che Contt:ac(or shalt be accompanied by t"'·o aurhentii:ateJ 
copies of his power of attorney or other evidence of his authori1y to acr on behalf of the Contractor. 

January Ii, lg71t 
serial C-71t-ooo5' 

Aju Construction Co., Ltd. 
P. O. !lox 7300 
Tamunlng, Guilr.I 96911 
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Subject: Notice of Aw•rd of Cons~ructlon Contract 
for tho "°ror-5abelthaup &ridge 

Sontlemen: 

This letter constitute• your ffotlec of 1'Mard of the contract for the 
construction of H.e Koror-ll;ibelthaup erld']o In the Palau Islands i>l1trlct 
of tho Trust Territory of the Pacific lslonds. 

Tho Covcrnl'ICnt ~rel>y a"ccopts your low bid of Four I'll I I Ion Five Hundred 
Thousand u. S, Dollar~ ($U.S. 4,500,COO.OO) for tho construction of tho 
Schellio I brluge In accordance with the bid documents and your bid sub• 
mlttel on October 8, 1973, 

The forcial construction contract Is being prepared and will be submitted 
to you for execution ;is soon <JS It h proacssod at this Headquarters. 

A Notice to Proceed will be sent to you as soon a5 the contract has been 
oxecuted and the rerforr-..ance and Payment bonds received frOf;l you. 

We desire to he.Id a pre-construction conference at th~ Office of the 
Director of Public ~'orks, Headquarters, Salp11n, on l'rlday, January 18, 
1971t, startln9 at ;J:OO A,11, Please let us know~•ho will repres-ent your 
Orm at this ueetln9. 

Sincerely yours, 

JAAES R. \/HEELER 
Contractln~ Officer 

for the iilgh Comn1l saloner 

\ 
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nLErHONE: 11112.-

E 

E 
E 

" • 
• 
c 
0 
N 

s 
T 

" u 
c 
T 
0 

"'° WEST NINTII STREET r.o. 90X 8211 

Ul'l.AND, CALIFORNIA 817811 

Mr\ James Wheeler 
Director of Public Works 

Dear Mr. Wheelers 

PLEASE REPLY TO 1 

ZURN EllGlt/EERS 
P. 0. BOX q 300 
JAMUNING. GUAM 96911 

Wi~h reference to my visit to you on 15 January 1974, I have 
enclosed copies of letters I have sent to Mobil Oil Co. and 

• reply received concerning diesel fuel for completion of 
our contract at Moen, Truk. Any help you can give me in this 
•atter would be appreciated. 

You mentioned at the time that the Korea Fidelity & Surety Co. 
waa. boriding the contractor for the Palau Bridge project. As 
you may know any dispute concerning the bonding company would 
have to be handled in International Courts • 

I also wish to point out that our equipment now at Moen, Truk 
belongs to the Zurn Engineers/Aju Construction Co. Ltd,, a join~ 
venture and is needed for completion of this project and has 
liens against it for debts owed by Aju Construction Co, Also 
I believe you should be aware that Zurn Engineers has gone to 
the Korea Fidelity & Surety co., for repayment of funds loaned 
to Aju Construction Co. Ltd., for completion of project on Truk 
(••e letter attached), 

Very truly, 

ZURN ENGINEERS 

" Kncl1 a/s 
• ~ ft All r 

ect Dir tor 

JAMES E. WHITE 
ATTORNEY AT LAW 

159 

' · 0. BOX 47, Cep1tol Hill 
SAirAN, MARIANA ISLANDS 96950 

January 31, 1974 

The Honorable Richard I. Miyamoto 
Attorney General of the Trust Territory 

of the Pacific Islands 
Saipan, Mariana Islands 96950 

Sir: 

In reference to a joint project in Truk District between Zurn-Buwin 
and Aju Corporation, Huwin Corporation loaned a total of $349,881.59 
to Aju Corporation. This accU111Ulation of loans has now been paid 
off down to a balance of $130,000 plus interes~. The exact date of 
the last interest payment at 1% per month will be forthcoming shortly. 
The last paymen£.....IYllL~_;his . • lo.!~.-~s-~11•] ._ ).9~l ... ,and all attmtp 
by ~~-!f!!win to collect frOlll Aju Corporation since that tiiiie have 
been futils. -

It is our understanding that Aju Corporation is presently being 
conaidered for a Palau bridge project, and that its financial 
capability is being investigated. For purposes of your investigation 
and analysis, we submit our problems so that they may be relayed to 
Aju Corporation for proper adjustment. If these funds are not 
immediately forthcoming, we would respectfully request t~t the Trust 
Territory Government consider some other entity for further construction 
work since this organization is not meeting its present obligations. 

We thank you for your every consideration in this difficult situation. 

Sincerely yours, 

4c~.u C: iJ h,;;. 
ea I. Wlrl.te /I' 
orney for Zurn-lluwin 

cc: Mr. John A. Allgair 
Project Director 
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Mr. Kl·kyon9, Hong, President 
AJU Construct Ion Co., ltd. 
li3 Oon9ja·ilong Choonq-Ku 
Seou I , l\ore.a 
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Subject: Koror-Babelthuap Bridge, Contract llo. TT-11-7 

Dear Sir: 

In response to your request for advance moblllzatl we AISt 

less no other Ol'lll advise you that such raymcnts are not aut 
o flnanc g ava a e con ractor. 
and rro;icrty ltanagenent l'\e9ulatlons, the Trust 
considers this form of financing contracts the 
defined order of preference. 

Under our Publlc Contract 
Territory Government 
least desirable In tile 

Soioe of the criteria and procedures for advance payments are as follows: 

I. Ad~•nce payments 111ay be authorized under certain conditions: 

a. The contractor provides adequate security excluding 
performance and payl'lCnt bonds. 

b. 

c. 

A determination Is made that making such paynients would 
bo In the public Interest. 

\Jhore a financing Institution will not provide funds except 
at excessive Interest rates or will not finance the con-
tractor. 

d. When advance payments will be more beneficial to the Govern­
ment than any other form of flnanclnq. Generally, on con­
tracts that are of a secret or classified nature with respect 
to national security. 

ei An Investigation and written justification by the Contracting 
Offlcdr will be reflected In a contract change. 

2. AJvance payment financing must be closely controlled. 
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3- Olsburse111ent Is effected by1 

•· A special account In an ~pproved.bank. 

b. The bank agrees to a special bank acCO<Jnt by a written 
egreer.oent. 

c. The Contractln!'.I Officer or his delegate must CO<Jntersl9n· 
al Jlchecks cirawn on the special account. 

4. Advance payment funds inay be used only for : 

a. Makln9 payment for purchase of Items or materials to be 
used In the project. 

b. To relnbur~e the contractor for such It°"''· 

s. rurther general provldlons: 

a. Interest ~•v, or may not, be charged on the at:IOUnt of the 
adv.nee payment. 

b. A more than usual closer surveillance of the contractor's 
finances Is re,ulred. 

c. Th~ Contracting Officer "'Ust a~provc all requisitions and 
countersigns all checks for advance pa~nts. 

d. The bank chosen r:iust be wll llng to observe the necessary 
precautions. 

The above COl>dltlons are cited merely to Indicate the stringency under 
uhlch adv;once payll'lents are viewed. 

Wl'h par t lcul~r rcsrcct to the list of constru ~~O!...l~b~Jtted 
n our rcQuest or a vance !>a >!mt we uucstlon our lnvolvcPiCnt In th _ 

i/ .2_urc ase of tc:'lS !.2!._Cil.llJ11l.l~ .S:'!ns!ucred 1<lthln the scone t~r::!.!!.1. !. 
and la!>or . ~ ciltcrlpn_ ln __ our cv.:ilu_!'tlo_r:>_'l. -.t...llA..." ~ ..• $._Ubm _tt_c_dJor::. '!witr<!_ 
of this contr.]Ct 11as the condition andnu:;,crlcal s~;J!'i!i of_thc C()t)~ 
tractor's construct ion cgulcr.cnt. Your blTSiiJ.ifill! J.i.IAA.QJ.9"'.S..t.~g 
ovci' 60~ of tho I te"1s YAA MW feel s"auld_!\o clargec1_ ~o ~111 zat Ion costs.~ 

Furtherriore, since you have not received an unconditional notice to pro­
ceed, we feel that your reiuest for adv.,,,ce payr1ent Is sor.iewhat pren:ature. 

In view of the procrastination, Jack of physical activity nnd your 



162 

uncertainty In tho controlled plannln~ of this projoc~j ~1~v• no 
desire tp pursue the subject of advance pay111ents at t s • 

Sincerely, 

Ja1110s R. \/heeler 
Contracting Officer for the 

HI gh C011111lss loner 

cc:: AJU, Cuani ~ 
Attornev-r..noral ~ "'· Kl-k"°"9, liOl!q, PrHlde11t 

AJ~ Construction Co., ltd. 
43 ;)onja·e11X19, (1-g·NI 
s-1. w"• 
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kl>Jec:t: ~ror·~<tb•llhu;ap erld94, Contract 11o. TT·l74-7 

tlear rtlr: 

,lease be ...ivl1eil that, under th• t•~ of the ~tract, ti•• Truat 
Terrltnry ::Overnn~t ~n..~t-~.'.ttf' .. ~~~4!.t[2!iiL~H .. '-~1!~. ~~.....t$1 
~..L~~!'!'-~t!f!•d. •-ence, ugo,l.tll.l01Lfeu f.9" review!'!? your 
altcrnatlve desl~"• c.;ilculatloits, ar..-Jn~S ano S:J9clflcatlcns by the 
desl;n•t•ll cor.sult~s. Alfred A. Yu a. i11tocl.1lt•1, Sr.all !Jo borne by 
tbe c-tr.iictor. ----· --....-.-. ... ~ ... _. ~·· 

#\gain 1<0 tiUSl c1Alo.e note of your lnSO<!?rchenslble reluct.nc.e to 
ul.ll001lo..i,,. our corr,.s;>lllldence itlld c.Jl>lnd COl:lll!lmlcatlons. TOii are 
p~rth:11iarly requested to f11rnls1nile-Tnfo~tl(;q conci.Tned In th• 
cabled ~.ssaqe sl~ncd oy our Ccputy Ulrector of P~llc -orli.s, elated 
~117ust 16, 1;7%. 

It Ip ~ '!!SRl'''Y g~ dlfsss xour tttpntlon tp t~• Sp.eclflcatlons, 
tectlon~ • ~crnerelruv •Ions, Artie\• S - Tcr..ilnatlon for Oefault­
D••!>41• for De lay, i'ar.t<:raph (a). Tr:~rofore, thh letter •ervet not Ice 
th~t yov ere In violation of uld Article and that iurtner crelay •Ill 
wnul tute juu ~'"e for terr.I nation of vo11r rlg!lt to conthu1e tl'\e 
work and Initiation of restitution.al procMdlrt-)1. 

1.'lthln thirty (JO) days frt:A the date of t!1ls l•Uer 'fOll are· to furnish 
the lnfo,....tlot1 roq..ested In prior corresrondence and sllOW adeq ... te 
evidence of your pr~ftnln contrectuel cou11l t<Mnts for the constnac· 
tlcti of th• ~ort'r·tabelthuap •ridge, to the satisfaction of cto. ec.n­
tractlng Officer. 

Sincerely, 

J-.1 A, \.'heeler 
Concractl•9 Offlc.er 

for t~• Hlih CCllSlltsloner 
~l /.JIJ, !OUM 

Cotlstructlon ~tteche, Korean Consulate. '"°" 
~re"" Relnsurence Cort>QratlCll'I, ;;u,. 
Atfu.J A. 1e" ' t.s.1oclat..s, iivnoluh1 
1.uomey Gen.rel~ 

, 
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~:!'.. (continuE-d) 

Field imrc.stigation in this case was perfo):med at Saipan, Guam, Hawaii and 
in the continental united states. 

In Morderosian's letter of Ju1y 12, 1971, to Hughes, he alluded to violations 
of united States law and Department of the Interior regulation•, and l~sted 
a series of items which he termed violations. Interview with Horderosan 
for clarification of these allegations resulted in elimination of a number 
of matters as duplicatioJ'IS, as not pertaining to violations of law o:i; other 
serious irregularities, or as policy matters outside the scope of this 
investigation. 'the remaining allegations fro.'11 the letter to Hughes, the 
allegations appearing in Horderosian's other correspondencer·•nd those he 
has reported orally, taken together with information furnished by other 
>:ey witnesses, provided the subject matter for this investigation. 

This inv li · • t 
P.eguiatior.s (~ trerr.il contracting 
and procurement. 'rt\e Tru• ~rf' has ita o- courts and code of 
laws, and is not included in any Federal judicial circuit for enforcement. 
of Federal criJnir.al or civil statutes, or of Federal :regulation•. '!he 
Department of the Interior and Trust Territory Government have maintained 
that the FPR's do not, of their own force, extend to the TrUSt Territory. 
'!he Departr.ient ar.d the TrUst ~rffocy_ GoVe=&nt have, however, 
declared a pplicy of volunta-ry~bservaitce of the FPR's by the Tn:st 
Territory Gavern:nent except 'fo~i9;exe.T.ptions granted by TrUSt 
Territory authorities. Despite?~:r+ty; it was found that the FPR's 
have not been imolemented" 't.'lraUi;Jh; 'b.f5c:Lal pro=lgation or enact:ment in 
the TrUst Territ;:v nor .nave the~PR) s been incorporated by reference 

-·, ..i..--4 - • 

into Trust Territory consttnc,t'!<Sn• 7on;:r'."cts . 
~- ~~ .... -;,~):?7~ 

'!he principal focus of this inve'&tiqation, so far as it deals with 
administration of construction contracts, is upon the two contracts 
to which attention was directed by the District Legislature'• rettolution. 
Horderosian also identified these contracts as major examples of irregulari 
in TrUst Territory contracting. me contracts, Nos. Tl'-509 and Tl'-534a 
were duly advertised, and awarded by Public works to .l\malco, the low 
bidder, for construction of the Saipan water and sewer sy•t-. 'ltle 
contractor (A<nelco Engineers) is a subsidiary of 11melco Corporation, 
Honolulu,.Hawail. Contract No. TT-509, dated June 18, 1969, was awarded 
in the amount of $2,460,000. contract No. TT-534, dated June 27, 1969, 
"'<!'S awarded in the U10unt of $486,000. '!he b:o contracts total $2,946,000. 

'!he l\lllelco contracts, although "fixed price," are open to -endment 
through change order• issued by PUblic works under authority and with 
the r.);?proval of the Director of PUbllc Works, tha desi.qnatacl contracting 
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~(continued) 

Officer. Change orders may initiate with Public works or at the 
request of the contractor. As of O::tober 26, 1971, closing date for 
;i1e re~ord period cY.ai:iined, 31 change ord~rs a~en:ed contract l\o. ?.l'-509, 
::'P'2nding it by $152,047.85 to a total price of $2,612,047.85. siJDilarly 

e:i.ght change orders amended Contract l\o. TT-534, expanding it by ' 
$113,498, to a total price of $599,498. '!he two contracts, as amended 
by the change orders, total $3,211,545.85. 

Both Jlmelco ~ntracts require completd.on in 575-calendar days, beginning 
with notice to proceed. In addition to authorizing additional monetary 
compensation, the 39 change orders amending the 1.."llelco contracts granted 
additional t.izne for contract completion. As of october 26, 1971, the 
change orders extended the cor.tpletion date for No. TT-509 fran January 14 
1971, to Nave..-:iber 22, 1971, and extended the completion date for NO. TT-5;4 
from Mi\,rch 10, 1971, to November 5, 1971. 'rt\e extensions to the two 
contracts totaled 552 calendar days. The contrac~a provide for assessment 
of $250 per day in liquidated damages for failure to meet the contract 
completion dates. The time extensions to the contractor appear to 
:qual approximately the number of days by which the contractor has 
rallen behind the original construction schedules. 

'rtlo cost claims reflected m.1\l<lerc'Ci'~ change order reqUeats were examined 
It was esthated that the_,':~:.l:isC~a_t:,:-U.Sed by J\l:lelco in submittin its • 
clailu wouJ.d, in s0C1e ins~ .. ~~~~arltups as high as 61 per~ent 
~f base costs (labor, eqU:{~ ~&t~ials). Amelco's cost format 
:u1~ludes a charge of 19 •. :!p~:;c~n~°'·, "'l'?rhead . 'Ibis contrasted with 
<! i:ule laid down by tiavy-engi~~n G~,., (where .111:telco has had 
construction contracts wi,tll,~~' allowing a 11111ximum charge of 
10 percent to overhead. flhen~Hg· works queried Ai:ielco about cos~, 
Bollinger furnish9d a reply whlc!Liit"'effect conceded that the canpanv's 
cost claims bore no relationship to costs experienced on saipan but. 
were based on 10 years prior experience of the Amelco corporati~n at 
ita home office and elsewhere. 

It was noted throughout examination of record r.iate:rial that there has 
been a general failure adequately tO substantiate cost claims, document 
time extensions, or record negotiations. 

Everette (Tony) Flanders, Corps of Engineers' official stationed at 
Honolu1u, Hawaii, was interviewed in this investi.c;ation as iui e..-cpert 
in co11struction contracting, and he gave as his opinion that the proper 
l:lethod of computing allowable costs for Amelco's change orders to the 
water and sewer projects would be to develop a picture of Amelco'• 
true costs through audit. An audit h&s not been pcsdb1e. In 
December 1970, when the Trust Territory sought to obtain llmelco'• 
cost data through an audit to be performed by the Defense contract 
Audit Agency on a reiiobursable basis, Jlmeleo refused general access 
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to its books on the grounds that the two contracts, Nos. 'lT-509 a':"1 
T'l'-534 did not give audit authority to the TrUst Territory. DurJ.llg 
this i~vestigation, 11.11elco eorporation Vice President Cha~les ~iffin 
first promised cost data and then refused it on grcr~ds that there 
was a current controversy between his firm and Public works over 
final payment claims submitted )Jy Amelco. 'Ihe challenge to Gcr.rernment 
audit authority appears to overlook section 11, Part TWO, General 
Provisions of the Amelco contracts, which states in part in regard to 
extra work authorized by the Contracting Officer, that, 
"****the contractor shall furnish satisfactory bills, payrolls and 
vouchers covering all items of cost and when requested )Jy the Contracting 
Officer, give the Government access to accounts rTlating thereto." 

Morderosian questioned various aspects of the payments to Amelco 
as authorized )Jy the change orders. Attentio:i was drawn to payment 
for removal of "unforeseen obstructions" and excavation of "exce~o 
hard material." under contract provisions, J>nelco is paid $14.7:. per 
cubic yard for excavation of;hard~erial, while the price for removal 
of obstructions is open to ·.pego'fl:ati.9n~ and is generally higher. 'lhere 
• 1 history of conqQ.ve~ ;k>et:1:1eei:i, J\melco and Public 1·1orks over 
is a On<J .,<~- - · tr l d definition of hard mater±M: a~ ?bst-~cti,ons. 'lhis con oversy e 
t ts by Public wori~J.'orJ ma~ak which some witr.esses belie·re 
d~d~~et the original::\contfa~d~finition of hard material. In 
the change orders $ll0,3lO;S?;~~rt!t""iqentified as payment for hard 
material exca·.ration, and $1a·/t3l:'l.7;«is paym,,nt for obstructic::i.s. 

'~'~,.~0.:-. 
At:tenti on was also drawn to Amelco' s charges per hour to Public Wvrks 
f~r l'.m~lco equipment use or delays in equipment use brought at.ou~ by 
authorized change orders. me most notable exanple -s A.11elco'~ 
charge of $70 per hour for a trencher. As of J~e 1, 1971, Adria~ 
Knyff, Public works Chief of construction, negoti.llted new rates with 
Amelco, establishing a rate of $50 per hour for the trench•:· In 
contrast a trencher was <\vailable f?:OCI other construction firr.is en 
saipan at a rental rate of approx:l.Jnately $16 per hou:· J\melco's 
defense to criticism of their rate is that their eqw.~ent ~s 
specially modified. me inspectors described the modi.fic~tion as 
adding little or nothin; to the usefulness of the trencher. 

Amelco may have charged the Government for use of GaVernment-owned 
equipment. mis s~tuation arose because o. R. Kincaid, a predeceHor. 
firtt• to .lllllelco, was given gratis use of certain Government equipment 
to carry out restoration work in the aftermath of TYP11oon Jean in 
1968 and the equipment was turr.ed over by that firm to Amelco. 'lhis 
r..att~r is not entirely resolved 1 ownership of a lowboy trailer remained 
in dispute betweer. Amelco and Public works at the time of this 
investigation. 

173 

'rtle first payment to 1\melco under Co~tracts T'l.'-509 and Tl'-534 was for a 
shipload of pipe delivered to Sa:!.par1 i.11 r>eccr..ber 1969. Charles Griffin, 
J\rnelco Corporation Vice President, fJ,•· .. : to Saipan fror.1 Honolulu, and on 
.;anuary 5, 1970, accepted $866,25£.10 fr,•11 the Trust Territc>ry Goverr.ment 
as payment for the shipload of pipe. Thir; !?il}T.ent proved to be irregular 
in that it was made without the Government's obtaining any documentation, 
as required )Jy the contract, to substantiate that lunelco paid its ver"1ors 
for the pipe. This was true despite certification by the J\melco manager 
that there had been 100 percent payment for materials. Related charges 
for freight, mobilization, insurance, and handling were also included in 
the payment to Amelco, although these charges were equally unsubstantiated. 
Had it presented proof of payment Amelco would have been unquestionably 
entitled to reimbursement under appropriate contract provisions. '!'he net 
effect of this unsupported payment was to c;ive the contractor about 35 
percent of the total contract price for the two contracts at a time when 
10 percent or less of the construction had b~en completed. 

tlorderosian questioned whether J\melco was not overpaid in relation to the 
percent: of contract completion. As shown above, the initial payments for 
the shipload of pipe, although permissible under contract terms, did 
distort the relationship between percent of payment and percent of 
cont::act completion. Further-.:cornputations for contract No. TT-509, represent-' 
ir.q the larger part of the water-and .sewer projects, revealed that as of 
Oc;obar 26, 1971--the late¥_,..t;'.ilQSa_c:ti_on ,in the available record--the 
Gcvern:nent inspectors determ~"thll,._ conpcact to be 96 percent comple~, but 
the contractor had been paid 9~!percent ot the contract price as amended 
by cha::i.ge orders. This represe'nted ' overpayrnent in relation to the pe;::cent 
of contract completion in the;_~ottht:""'of $70,910.92. "' . . ..,,':-=-
!'!hen l'.rnelco was awarded Conttact!Oi . .1"1'-509 and Tr-534 in miii-1969, an 
affiliated firm, o. R. Kincaid, was co::tpleting contract work on saipan for 
restoration of areas devastated in a 1968 typhoon. .r.melco, in eff'!ct, 
supplanted Kincaid simply through shifting the Kincaid Y.anager and crew 
to th'? Amelco payroll. 'rtte nature of this change tended to obscure the 
fact that the same personnel, now representing Amelco enjoyed uninterrupted 
possession of not only the Kincaid equip:iient, but the office buildL'lg, 
storage yard and camp compound earlier used by Kincaid. This was done 
without Government authorization or consent although all of these facilities 
were on Government property and within a t:lilitary retention area. After 
Mordero3ian questioned J\melco•s use of the office building, Joseph Bollinger, 
Anelco resident manager at saipan, claimed that, as the fcrmer Kincaid 
manager, he was personally a party to the agreement under which the offic~ 
buil<!illlJ was built )Jy Kincaid, and that there was no Government right or 
interest in the building. In 1971, the Oepart:r.ient of Education bec&o111 
interested in the building as a training facj.lity, "nd Attorney General 
I<icl'.arc! I. Miyamoto arranged a contract of July 20, 1971, under which the 
~st Territory i)aid Amelco $5,000 for the building. Miyamoto advised, 
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when interviewe<!, that he was aware Morderosian questioned Ownership of 
tho building, but he (MiyU10to) had concl1:ded upon examination of the record 
that the building was Jllllelco's property, and approved purchase on this 
basis. when intervi-ed later, in the continental United States, Charles B. 
Sturgell, forcer Director of Property and S1:pply for the 'l'rllSt Territory, 
flatly contradicted Bollinger by stating that the office building was 
constructed by Kincaid under an info:tll!lll, wr..n=itten agreement, among 
sturqell, Bollinger and the Navy Officer in Charge of Construction, whereby 
the Government furnished gratis much of the :cateri.al used in the building, 
and a structure more substantial than the inspectors' shack called for 
by specifications was built, with the unde:::standing that it would be 
surrendered to the Gover11111ent, without furt.~.e::: ccmpenaation, upon com-
pletlou of the Jt:lncaid contract•. I 

TrUst Territo:cy files reflect that most of the problem areas considered 
above have been the subject of memoranda directed 1>Y Morderosian to the 
A':torney General. and to Public Works. Morderosian has stated repeatedly 
that the various costs and cbarq~ci.ai..-,ed by Amelco appear exaggerated, 
are poorl,y dOCU111ented--if .d~i:uine'ii~ at all-nd conflict with good 
Federal contracting and _pr<i~en.eit..pr.>ctices. rn addition, he questioned 
cost factors in a seriesql"'~~~ o>:~~s which his superior, AttorneY: 
General Miyamoto, subse~ntl.~p~2di !oU.YUlOto advised, when asked for 
an explanation, that he~' piaced'. lirtl~' trust or confidence in Korderosian's 
ability and hoped to rep:i:ac~ hh.""S'Oc!t with a qualified contracts attorney• 
He said he knew Morderosi.an °challenged'certain matters in the change 
orders he (Miyamoto) subsequently~ appro·.red, but that he trusted PJblic 
Wo.'t'ks to assure that the change orders were properly prepared, felt the 
payments had to be made, and on that basis approved the orders without 
returninq them to Morderosi.an for further examination. 

Examination of the TrUst Territory contract filell shows that from 
initiation of the construction phases of the water and sewer projects 
l.n late 1969 

1 
to the pre11ent, the GoVerr:.ent inspectors advb6a in their 

official reports that A!llelco fell steadily behind schedula in co.'\structiOJl;oj 
'ltle inspectors pointed to use of inadequately skilled workmen as plUl:'.Ders, 
pipelayers and masons, and repeatedly complai."led of the contractor's failua! 
to prosecute the contracts vigorously and to furnish in a timely marmer 
the men, equipment, and material• n~ed for the job. 'Ihe inspector• also 
drew attention to the contractor's alleged failure to meet contract 
epecifi.cations in such technical matters as testing waterli.nH and CClll­
pacting backfill., or those affecting public eafety, such as, providing 
warninq signs, adequate flaqmen by day, and barrica~es and lights for open 
trenches at night. Contract :tecords shO'" a continul.J\9 history of con­
tr~versy between the Govern.~ent inspectors and .r.rnelco's resident manager 
of siiipan, Joseph Boll~.nger 1 in regard to the inspectors• attempts to 
s~cu:-c stric~ t:O.·t·-''.ance to wll w_. •• --c- ~r-"l =tcations fron 1\lr~lco. 
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7'\e firm of Austin, Smith & Associates, Honolulu, Ha·..;aii, was awarded the 
TrUst Territozy Architects and Engineers (ri&E) contract for 'design of the 
Saipan water and sewer systems. 'Ihe fim was also given responsibility, 
under its contract, for technical O'rersi;ht of the copstruction phases 
of the water and sewer projects. lit the tir.-.e of tl-.is investi.;ation the 
firm had issued three reports on coostruction progress which e:nphatically 
endorsed the inspectors' criticism of .!lmelco. Russell L. s:aith, Jr., the 
senior member of Austin, smith & Associates, concurred with t.'1e ins'OOctors 
in believinq that much of the coral rock paid for as hard r.taterial ~ould 
have been removed without bJ.asting or other extraordinary means had 
J\melco employed adequate heavy duty trenching equiFoent for the job. 

Smith's firm found Amelco's performance so poor t.~at in a report to ?ublic 
Works submitted in May 1971, the firm recc::unended ;that the 1-.oelco contracts 
be terminated, and/or liquidated damages for breach of contract be assessed 
asaill•t Amelco. However, despite a series of ~arnings directed to the 
contractor , the Department of Public Works has never assessed liquidated 
damage• or set in motion action to termir-.ate the contracts or otherwise 
penalize the contractor. -~·-, 

_,p~--~ 
?.~ssell Slllith described ths:Government '• position as subject U> a steady 
erosi:m through yielding ;:<>.~•S"'a~ds for reconsideration of claims 
and revision of contract 'ihte~eettiOns, un!avorable ~o A~elco. '!he 
contractor has requeste~~nd obtained' lseveral "final inspections~ although 
smith stated the projects' we:;:~:~z:i.:.no_way' ready for such ir.spection. snith 
advised that he believed final inspection was requested sinply to try to 
make a case for the record thac-;it'.is the Govern.":lent (which is not re:i1dy 
to furnish electric power to many"'of the ~ping installations) and not 
t.11e contractor which is preventlngc0111pletion of ~e projects. As s!'lc.wn above, 
1.melco Corporation Vice President Charles Griffin ir.dicated tr.at ;.r.dco has 
s•J.b:nitte4 certain close-out claims against the Governraent. 

Investigation disclosed that J\melco Manager Joseph !!ollinger has entertained 
or been entertained by High CQ1!111U,ssioner Edward E. Johnston, Attcr!'!C'z 
General Richard Miylllltoto, Deputy Attorney General Robert !. Bowles, 
forn:11r .r.ttorney General Robert Hefner 1 Director of Public ;:.:.rks Gordon 
Bradley, and Chief of CQnstruct:l.on Adrian "K:nyff, arnc:i.g others. '!1119 social 
<r.:oup has been dubbed the "jet set" by outsiders. 

'11le High Commissioner and some of his staff defended t.'U.s social relation­
ship as brouglta.bout 1>Y the physical confinement of a small island, and 
the l:!J:lited choice of friends and associates there. 'Ibey said it derived, 
in large part, from friendships formed by their wives. 
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To middle and lower echelon employees of the •rrust Territory, including 
the complainant, Morderosian, the soci.al relationship between Bollinger 
and officials at saipan, has appecired to relate to a failure to enforce 
strict contract compliance upon l\r.•elco. Witnesses said this had a ca.'l\aging 
effe.ct upon er.tployee morale. Two ·~overpment inspectors offered their 
resignations, at least in part, because of this situation, and their 
bdief that 3ollinger had entree to Public Works Headquarters when they 
di.i not. :Inspector Robert Meyers has since completed his contract and left 
sal.p:in. 'Ule other inspector, Donald Bottles, was awaiting reassign:::ent 
within Public works when field investigation in this case ended. 

:tn sUI!'.nation, this investigation tended to confirm charges of confusion, 
irregularity, and failure to adhere strictly to :;;ederal Procurement 
Reg-Jlation3, in TrUst Territory construction cor.t:racting. Pl.!blic works 
officials defended the results they have ob~ined ·,and attributed mistakes 
""d failures to overwork, understaffing, and inadaquatel.y. traL~ed rersonnel. 
ot.~er witnesses suggested that factors in the situation are t.~e discharge 
<'f the former Director of Publ.ic works, Colonel T. M. Nosek, in 
Septe."'.lbez; l.970, for allegedly being unable to get along with cor.tractcrs1 
the delay in replacing him, during which time Roy L. Plr.ak, present Chief 
of. Design and Engineering wa!l'-·Actfog Director, and the fact that 1.d:dan 
l:.'ly:!f, Chief of etrntructi<1&;,;anii-a' key "'an in dealing with Amel.cc, had t:"<ie 
hea:t attacks during the ~~s.t:;oi~i9~ :·l'e.riod and allegedly beca.>ne un·.dll.ing 
to oppose the contractor'.c l Apa:i:"t-'fx:o~nferences whic.h might be dra·,-n from 
A.~elco's alleg~ poor contra~t,;:"perfozrqance, questionable use of facilities 
and equipnent, inflated ~r\un5Ul:lstantiated monetary cla!r.ls,. and fail=e to 
rr.eet contract obligation~, ... f0,~pgbl:~~afety and convenience; in,•esr..iqat:j.on 
d<"'Tdoped no proof of exe:?cj,s~p,(,.iJn?ue' or improper influence by .!\mslco 
J.:a:r.ager Joseph Bollinger, or''ariy.:_~ther contractor representative; sr.d no 
evidence was developed showing acceptance of bribes or gratuities by Tnlst 
Territory officials and their families, or graft and corruptio.1 of any 
other kind in TJ::ust Territory administration. 

Investigation pursued a nwnber of isolated instances in which misco:-.1·.ict 
~as alleged or suspected bY witnesses. In one instance a trip to J~~an 
was made in April 1971, by Mrs. Johnston, wife of the High Co:n."!:i:?s ic:-.er, 
Mrs. Richard, wife of an Education Department: official., and Mrs. Dollinger, 
wife of the l'.melco resident manager. This was exa.'llined as a possible 
instance of acceptance of travel expenses from Bollinger for family ..,embers 
of TrUSt Territory officials. cancelled checks and other doC\lltlents 
produced for inspection demonstrated that Mrs. Johnston and Mrs. Richard 
(or t..'leir husbands) paid their own travel expenses for this trip. 

Another instance involved travel of the then Deputy Director of PUblic 
\·forks, Roy L. Plhak, accc!llP<lnied by his wife, to the Philippine Islands 
in c?n.."\ecticn with a contract:. let to the firm of Black Mic:.-o for apart:lent 
house construction. As alleged_ bY complainants, t.>ie trip was lt'.ade 
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at the expense of the contractor i·iho d ~ · d . source of tho treated wood th e~ire Government J.nspcction at the 

S 
- e contractor intended t - f · 

o far as could be determined . . _o U:>e or the contract. 
Plhak's superior C l l ' the trip was directeo and authorized by 
the Philippines ~ndoa~n~~sek. Plhak performed official. business in 
entitled to do so d wa.on the trip, but although apparentl.y 

' ma e no clal.!ll for Govornme t ir.lbur 
uncompensated travel e::<penses. Plhak - · n re · sei:ient for his 
his wife paid for her share of th produced doCW!lentatJ.on to show that 
transportation costs. Colonel No:ektr~vel expenses, i."lcluding the air 
of Panama and was not intexviewed. s presentl.y employed in the Republic 

Investigation also dealt with th Di:.-ector of Public works to th e~e~tionship of Gordon w. Bradley, 
i; Engineers (HA&E) which'has bee s ess con~ortiu:n Hawaiian Architects 
Tl::ist Territory. Bradley advis~ :;:~d~~ ~ernment contracts in the 
& Sjoberg, was one of the founders of HA~~ b ~in:: firm~ Bradley, Wong 
and sold all stock in the consortium a u .w drew in Decembe!: 1970, 
he accepted his present st . t ~t time. Bradley said that when 
his stock holdings in Br~le inwTrUst Territory, effective April l., 1971, 
a s of March 31, 1971, and a ~~~·~joberg were given a price established 
he and the firm have the u' f ' -: ._ .. agreement prepared under which both 

~ op en. o t~rm.u'lating their bu in 
w_th the firm to buy his st?~· th -- . · s ess relationship, 
agreement bars Bradley, wo1tg -~~,.,.,:::~r-0 3~, ~971, price. He said this 
projects while he retains· 'hi·,.-~~.~~,,,.~-r2m bidding on TrUst Te=itory 
conducting all but the rno';t· :;;:e~~~!post.' s:adlcy said he has avoice~ 
although he knows of no legai:'ba'rfc;-Tr;ist, Te7ntory business wit."? !f.i\&E 
dealir.gs with this organizati~~.:; .~ · acting for TrUst Territory i.'l 

.. ~_;>;, 

T'nis investigation reviewed tho transa . Officer Wilfredo Doctor ha - ha ctions through which Procure::.ent 
Gnam. '!he sales contractssa~:~th:ed three and ret:.;-ins two house;; on 
Doctor established that these tra r ~cwr.entary evidence prese."lted by 
capability of his wife and hilnsel~sa~~ns were within the fir.a~cial 
Territory Gov ' of whom work for the TrUst 

ernment. Nothing irregular was disclosed. 

An examination was made into all . . of refrigeration plants at TrUk eg~d irregularities surrou:iding location 
with Micron, :tnc., in June 1970 a~o Ponape. T"ne Trust Territory ccnt=acted 
the plants for a three-year period co~struct, then operate and 11'.aL"'ltai.'l. 
normal Governm t • T ese transactions differed f rorn 

en i;ontracting in that they wer ti . 
assist the native fishing indu try . e promo onal proJects to 
self-financinq. 'the Trt t si ' and MJ.cron, Inc. was to be largely 
· · is Terr tory contribution was $100 ooo • 
uregularities were identified i thi i ' • NO o~ Resources and Development adv~sed ~sttu~tio~;· however, t:i:ie Director 
by thnse transactions, he has asked th a ' in v ew of public ity received 
r'Jviot, the contracts Hi th Micron. e Attorney General• s Office to 
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1m·cstic;ation dealt ·.·sit."i alleged failure to pro(luce a s-..rveyo:r:' s handbook 
·~r..J.er terms of a rei."ObursabJ.e suppart agree.-nent of November J., 1969, 
ba~·:ecn the TrUst Territory and Territorial surveyor Ronald Perry. It 
W<'S learned that the support agreement was a de•Ticc used to compensate 
Perry for abo'.lt three =nt.'\s in order to permit hill\ to ;i.nmediatel.y beqi.n 
his duties as Territo::ial surveyor, although his appointment papers were 
pet¥1in<J. Perry's ti:..a has been taken for other official duties in lieu of 
producing the handbook specified in the agreement, bat he is routinel.y 
producing manual sections which when compJ.eted will be c0111piled and issued 

as a surveyor's han~ok. 

NON-GERMANE MATERIAL REMOVED BY THE COMMITTEE 

ht the close of this investigation it was learned that Lawrence Morderos 
h~d been served with a reduction-in-force notice tcnninatin; his position 
ac ccntract Specialist a~ of close of business, JanWlry 25, 1972, on 
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grounds that pending ass\llllption of ma · contracting- by the 
11 

d JOX' Trust Territory construction 
tei:mination date was r:;~a: Navy rendered his position surplus. 'l'he 
til\\e M d . s quently extended to February 25 J.972 

or erosian returned to the continental. united State;. ' at which 

* .. .. * .. 
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United States Department of the-lnteHor 

OFFICE OF .THE SW~· y-.. 
WASHINGTON, D.C. , " 

•Lil I 

DEC 2 4 19/<f 

oear Senator Jackson l 

Your letter of i>eC911lber 4, 1974 to 
me tor reply. 

In your letter you requested the foUowinq doQUID8Jlt& ' 

ch 27 1972 •Inveati9ation 
case No. 1972-14 (D.I. 2500), dated Mar , ' d 
of llleqed xrrequJ.aritiH in Aclaini•tr•tive Manag-1lt an 
llmployU conduct, TrUSt TerritorY of the Pacific Islands, Sllipln, 

Mariana Islands·• 

nd dated october 16, 19721 to the Director of lJ>8P8Ction 
=~ta:~y s. carpenter, Deputy Assistant Secretary for 
Territorial Affairs, SUbject case No. 1972-14 (D.I. 2500) • 

'11\e Ameloo Contract Close-out report by the Inepection Division 

(date of report UJ1]cnoWn) • 

pi 
f the first two docuaents, which were 

TO expedit8 our response, oo •• o to ~ :rialJsewicz of yoUX ataff • 
r .. dily available, were providbeed dobir:~ed fratA• Departmental fil• and 
'11\e third -ent hes since en 
is enclo•ed• 

1 am pl .. Hd to hev• been of asaistanca. 

--;;-··~ 
~ry - Manag•ent 

11onor•bl• Henry M. Jackson 
Cheirman, ec-iittee on Interior and 

Ineular Affairs 
United State• Senate 
Washington, D. c. 20510 

Enclo8UX'• 

Save Energy and You Serve America! 
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United States Department
1 
of the Interior 

IN REPLY REFER T01 

Memorand\ll'll 

To: DASTA 

OFFICE OF THE SOLICITOR 
WASHll\GTOI\, D.C. Z02-IO 

NOV 29 1972 

From: Assistant Solicitor, Procµrement 

tubject: Trip Report to TTPI - Settlement of Amelco Claims 

At your request I travelled to Saipan to ~eview and settle 
the several claims by and aqllinst American Construction 
canpany ari$ing under TT contracts 509 & 534 .• 

Upon arriva,l in Saipan ~ was given an office in the Attorney 
General's office, the complete Amelco files, and the able 
assistance of Mr. Lynn Schrader from the Office of Public 
Works. Mr. Schrader and myself determined from a thorough 
•itnalysis of the TT files that, conaer•atively, the claims 
of Amelco we:-e worth approximately $1 million. For your 
information, by the time I had arrived in Saipan the claims 
had grown to $877,000. With luck, and a sympathetic Contract 
Appeals Board or Court Amelco's recovery could easily have 
been $1,500,000. 

Some of the valid elements. of the claim were: 

1. The contract assured the contractor that no "hard 
11laterial" would be encountered in his 28 miles of trenching. 
However, a price was solicitee per cubic yard for 1500 cubic 
yards of hard material and Ar.lelco offered to remove the hard 
11l&terial for $14.70 per cubic yard. The contract then pro­
vided that if more or less than 1500 cubic yards wore actually 
encountered the contract price would be adjusted at the given 
rate, i.e.: $14.10/cy. In fact 9,000 cubic yards were 
encountered. Reference in the contract to 1500 cy's was) 
within reason, a guar~tee that approximately 1500 cy was 
all that would be encountered. The fact that 9,000 plus . 

1jjz£~rli ft 
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found was a breach of this guarantee that 
cubic yards ":as h d ubt justified a renegotiation of 
wtohuld$l~a;~ ;~~~u~om:cpri~e ~ore adequately refdlebcting the 

e • 1 • dited costs an Y my 
contractor's costs. Ame co s au cubi ~d In addition 
computations were near~y $40.00 ~e~ exte~slons.of nearly two 
the contract~r ":as e.~titled ~~s~~:d Amelco was given no time 
years for this itemd ahlo~e~aterial Amelco was, therefore, 
for t_lie encoun tere ar • . hi work 
entitled to costs for, in effect, accelerating s 
significantly. 

l "terns the contractor was required by t?e 
2. On sever a 1 . on certain work i terns pending 

job inspectors to cease ~o~kingb TT In several instances 
some policy or other dee sions y • While the contractor 
these cessations.were forl~~~r ~oy::::~s so as to prevent the 
was given extensions tota i g th t' allowed was in-
aasessment of liquidated dam~ges, e ime And for those 
adequate for several of the interferences. was not given 
extensions that were actually grantedt~tel;~o which were 

d ts to which it was en i • 
its overhea cos . . 1 ti that it had to maintain 
algnlficant for the additiona. me 
personnel and equipment "n Saipan. 

I to the claims recognized by Amelco there 
3. In addition . b the 
• t t'al substantive claims for interferences Y 

were po en i ctically every day the 
job inspectors. For ~mnple~o~~ i~~d Amelco where to work 
1ogs reflect that the ;nsiec item of work that they were doing. 
and how to do the part-cu ar . contractor's plan of 
This must have wreaked ?avoc wit~ t~~cumented, have justified 
performance and would, if proper Y t 
a significant price adjustment to the contrac or. 

th Jr Joe~h Bollinger, Vice Prt?sident 
In any event, I met wi • 20 ·' 1972 and after sevu:al 
of Amelco on Monday, November d t' ttie all of Amelcc 's 
hours of negotiation he agree o s~ a release from TT of 
claims for a payment of $20~,oooh:;_ With respect to the 
any possible claims it m~y ave. s.showed that TT had no 
latter poi_nt my review o_ the_ flile Had TT been forced to go 
_ .... · ti claims aqainst Ame co• d • ....,~tan ve . . i . s would have been presente 
to a hearing or trial some c ~ but I had no faith what­
as a matter of course and tac cs 

· very therefor. soever in gaining any reco 
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7 thereafter conferred with the High Commissioner and the 
Attorney General and recommended that they accept Amelco's 
offer to settle for $200,000. I advised them that in my 
opinion the settlement figure was but a fraction of the true 
value of the claims.· With their concurrence I then drafted 
a settlement agreement, copy attached, which was executed 
the same day by Mr. Bollinger and the contracting Officer for 
the High Commissioner. I understand that funds were available 
for p~yment by reprograming and that Amelco has been paid. 

:in your memorandUlll of October 18, 1972 to Mr. Coulter you 
also requested .that I investigate and report to you on the 
advisability and feasibility of establishing a board of 
contract appeals to hear and decide disputes arising out of 
~ contracts. Accordin~ly, I discussed this with Messrs. 
Johnston and Miyamoto and with Mr. William McGraw, Chairman 
of the Interior Board of Contract Appeals-. 

As you know TT contracts provide that disputes of fact 
between the contractor.and the contracting officer can be 
appealed to'the High Commissioner for resolution. By 
statute. the Congress of Micronesia has waived any vestiges 
of sovereign il'l'llllunity which might have prevented suit and 
now permit contractors to sue TT in TT courts for claims 

'arising out of TT contrQcts. It is therefore necessary that 
the administrative appellate .procedures bear some semblance 
to fairness and due process. It is my feeling, concurred 
in by Mr. Johnston; that this can best be accomplished by 
the delegation by the High Commissioner of this appellate 
authority to a trainee person. To this end Mr. McGraw and 
I believe that the TT contractual disputes clause should 
specify if it does not already that disputes of fact will be 
decided by the High Commissioner, "or his duly authorized 
representative.• His •representative• would be a rnembar of 
the Interior Board of Contract Appeals who, upon requE.st by 
the Hi9h commissioner to Mr. James Day, Director of t,)e 
Office of Hearings and Appeals, Office of the Secretary of 
Interior, would at a convenient time to all parties, travel 
at 'l"l' expense to the site of the hearing, conduct a hearing, 
lln~ render a decision. Mr. Miyamoto and myself discussed 
the expected frequency Of such appeals and concluded that 
there would probably be no more than one every three to five 
Jears, if that often. 

45·309 0 - 75 - 13 
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1 have one other ouggeotion. One cause of large dollar 
claims by J.'.mclco was the language of the contract itaelf. 
It co11tainod provisions which will almost guarantee claims 
against TT nnd I unclerst3fld this sarae l<lnguage is being used 
·today. Ono of our functions here is to review contracts for 
legal sufficiency· ilnd where we see practical problems to 

. point them out nnd suggo:lt changes to eliminate the proolerns. 
our services are yours for tho a~'d.ng and I believe that 

; llOVoral problems would be eliminated if we would bo given 
an opportunit-.1 to review either tho TT "boilerplate" or 
propowd major ·contracts. I realize that the mails and timo 
aro sometir.ies scrioua factors to contend with however if 
posoible, I suggest that arr.angerncnta be mado whereby we cnn 
bo given the opportunity to mnke such a review. 

I am appreciative of the opportunity to be llblo to be of 
assistance in this 1:1.atter nnd to have had th,e chnnco of 
wo:cking with you and the TT people. If 1 can be of any other 
ausistancc please advise. 

. . 
Bnclosure 

ccz Deputy Solicitor 
Associate Solicitor, 
c. Brewster Chapman, 
JU! Johns~n, ASR 

IOL/TldWell: l)n: 11728/'7~ 

11ooc!y R. Tidwell III 

Assistant Solicitor 
P:co<:uroment 

P&PV 
Territories 

·. 
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SUPFJ.P.MF.NTAI. AGREEMENT TO 
cormtACT TT• 509 AND T't· 534 

BETWEEN 

THE TRUST TERRITORY OF 'l'llE 
PACIFIC ISLANDS 

AND 

AMELCO ENGINEERS COMPANY 

nus SUPPI.El'l:NTAL'..ACREEMEllT OF S!TTLEME!IT 

17
,,.rJ • entered into thh 

~ day of /Yb Vr,ve.;-~ 1972 • ' by and between the TRUST TERRITORY 

OF 111£ PACIFIC ISLANDS ( -TTPI) • repreeen Ced by the C<llTRACTING 
FOR ll!E HIGH C OFFICEI 

OHMISSIONER and AMfLCO ENGI!.'?ERS COMP•uy I "" (Contnctor), 

repreaen ted by JOSEPI! p. BOLL INGER, Vice Pruident. 

WITNESSE'l'll THAT: 

WHEREAS, the Contractor and the TTPI h ave entered into Contract 

•o~ TT-509 on June 18, lf69, which together vith all 
mctdlfic•tion1 d amendment•, chana••, 

• an aupplm..mta thereto, whether formal or informal ii 

hereinafter referred to • C , • ontrac.t 509; and 

WHEREAS, the Contractor wae 1iven Notice to Proceed with con1 truc­

Saipan Severaie and Water Synem Sai tion under Contract 509, 
Ma 1 • pan, 

r ana lllanda, Project No 1 o J 
• • n une 23, 1969, to be completed 575 

c.lendn daya thereafter, 

thereto the total time 

on Januar1 18 1971· • • however• by moditic1tion1 

for performance wu extended ll2 l d c1 en ar dey• 
untll November 23, 1971; and 

llHEllEAS, the Contractor and the TTPI h ava entered into Contract 

No. TT·534 on June 27 1969 • • which together with all amendmenta, changea, 

formal or informal, ia 
llOdifica~iona, and •upplements the~eto, whether 

hereinafter r f • erred to u Contract 534; and 

WHEREAS, the Contractor was given Notice t p ti o roceed with Conatruc-
on under Contract 534 S i 

' • pan Sew.orage and •• ter Systems Sat 
Ilaria I 

1 
• pan, 

na a anda, Project No 2. J 
. • on une 27, 1969, to be cdla;>leted 180 

ca 1 endar da ya di • Uea.ter on Februny 8 1970· 
th ' • how.,,,er • by moditica tiona 

•ret.o the total tf'*t ~,. • ... ,.fifoi.._~ 
• • .,,... Joti:toa":"A'!',! -~~ ~=!:"::!:l= !:.5·:; 
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1111til November 26, 1971; and 

WUCREAS, the Contractor during performance of Contracts 509 and 

.5l4 experienced numerous delaye with attendent 1ncrec:1sca coats 1>y 

reHon of encountering lignificantly oor~ hard material and obstruction• 

than would normally be expected l)n • project of thil nature and scope, 

reacheduling of its progre•• and plon of •.rork necessitated by conditions 

and factors not vi~~in its contr~l, 3nd other reasons; and 

WHEREAS, claim! and 'clema:..ds !°OT e.xteneione of time for i-erformance 

of Contract• 509 an<l "~34. lnd for excess and •ddltional cost& a .. ociated 

thcrewi t!l have been made from t1111£ to ti Ille both during performanc~ of 

Contr•ct• 509 :r.d 5:·~ and su'Jaeque.it thereto; and 

WllEREAS, the thrust of the Contractor's claims is pd11111rily 

directed toward• its encountering hard materiall and obstruct.ionl 

gre1tly in exceu of that llonnally expectecl. for which the contractor requeatl, 

reapectively 608 and 90 cdendar day• time extenaiona and attendant 

coat" and other delays relating to conatnaction of the c.hlorinator 

house and inaullation of a aignal wire at Tanapag Reservoir for 

which the Contractor requeata, reapectively, 627 and 487 calendar day• 

tillle extenaion and attendant coata, certain repairs at Maui 1 well-lite 

for which the Contractor requests 451 calendar day• and attendant coata, 

conatruction of Agingan Outfall, 365 day• ·and coats, teoting of a portion 

of the water line, 161 days and costa, and furnhhing and inatallation of 

certain copper tubing. 90 day• and costa, and 80 day• plus costa for 

"other •i1cellaneoua changes" l. and 

WKEPZAS, the contractor has made claim for the amount of $8,952.00 

which he wa,a required to PllY as Ml.croneai.an income tax by virtue of the 

anectment of Public Law 4C·l during the period of time extension for 

excuaeab le de lay; and 

I 

WllEREAS, for certain of the claim• i;b., cot1traet"r !lac., by modi Ucad<>" 

.to Contraeto 509 and 534, been gi:anted time extensions and exces• costs, 

and for other claims the contractor is requesting time extensions arrd/or 

excess cost• for alleged excuaeable delay•, aoc:elei'at'l.~n of performance of 

the contract, and other coats incurred by reason of the eac:uaeable delay•, and 
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WHEREAS, representatives and agentc of both parties have met on several 

oc:cuion1, including on Monday, November 20, 1972, and have •&reed that a 

fair and equitable adjustment to the clai.'Da presented can be and have been 

agreed upon as set forth hereinafter. 

NOW, THEREFORE, upon the premiaea and after full and careful consideration 

of all of the facts and circumstances surrounding all preaented and unpreaented 

claims of both partieg to Cor1tract• 509 and 534, the Trust Territory doea 
'• 

hereby recognize, and parties do hereby agree that excuaeable delay• did 

occur durlne, perfort"..\nc~ o>f Co«tco.cr G 509 ancl 534 for which th6 contractor 

h ~ntJ.tled to th~ toll~<1ing: 

1. Excuseable delays were encountered by the Contractor during 

l 

conatruction of the A.gingan Point Sewerage Outfall under Contract 509 

for which the Contractor is entitled to a two week time extension beyond 

the original contract completion date of November 23, 1971, and price 

adjuatment fo"r extra labor, m.ateriala, equipment co1t1 and overhead and profit 

increasing the contract, by $16,813, 18. 

2. Excuseable delays were encountered by the Contractor relating 

to the location &nd construction of a chlorinator house at Tanapag reservoir 

under Contract 509 for vjtich the contractor is entitled to a four week time 

exten1ion beyond the original contract completion date of November 23, 1971, 

and price adjustment for extra labor, 111Steriala, equipment coot1 , and 

overhead and profit increuing the contract by $15 1 737,39. 

3. !xcuseab le delays were encountered by the contractor dudng 

trenchina ~perationa under Contracts 509 and 534 for which the contractor 

1a entitled to no further time extendona tban as already granted by 

lllOdf.fication1 to the contracta; however, by reason of
0 

excess costs generated 

in removal of said obstructions the contractor 1a entitled to an upward 

adjuatment in the contract of $11 951.34. 

"· 
iRilt4.:t.I of the waterlin.i \ilW••. ~•nt race · ~ 409 to ufol•ll the .•Ofttra,.,;~1' ii 

•htl l d f • • C " te> • our week tl..e exteneion beyond th• original contract 

COlllpletion date of November 23, 1971, and price adjuatment for extra 

.:labor, materiab, and equi-nt 

the contract by $24,081.49. 

coat•, «Gd ·owrhead and profit, incre~!ing 
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bl d.1 ny• were encountered by the contractor during s. l!Jicutca e 

h entitled to a four week time e:ctenaion b<!yond the original contract 

23 1971. and a price adju•tm•nt for extra C""'P let ion date of NovembP.r , 

i Coatt, and overhead "nd profit, increaoing labor, materials, ""d equ pmcat 

the contract by $4,285.(•J, 

6. Bect&uttl: Conct·act:i .SOS anci 536- "#ere cxt~nded for excusaable 

delay pa1t the date df e;uictr.ent oi Public I.aw 4C-2, thereby obligating 

contractor to pay aa Micronesian Incorrie Ta:-c4t1 the. S!l'lount o! ~8,952.00. 

which obligation it would not have born" absent th• time extenaiona, an , 

the 

equit:ible adju•t""'nt •halt be •ade t o Contract ~09 incrcaaing the contract 

b it ble adjustment to Contract 534) • by $8, 952.00 (there 1hall e no equ a 

7. The total dollar figure 1e t forth in paragraph I l through 

6 hereof ls $71,820.43, and the total time frame relating thereto h 

three 110ntha; however, it ia axpreuly agreed that there ahall be no 

further· time extension• to contract• 509 and 534, beyond thoae heretofore 

Nde by mutud agree•nt of the parties as identified in page one of thh 

Supplemental Agreement. 

a. For the ten month period of time for which Contract& 509 and 

534 were extended by agreement of the partiea the verified and accepted 

extended overhead cos ta to the contractor (excludve of equip.,...nt coata) • 

which were not heretofore, and have .not herein, been incorporated into any 

other allowable adjuitment to ,tile contract., were $ll,800.00 per month, 

payment for three months of which have bi.en !ncluded in the figure .et 

forth in pa~agraph 7 hereof. To compensate the contractor equitably 

for the aeven remaining llOntha of the ten 1110nth extension of Contracts 509 

and 534, it h agreed that the aum of $82,866.00 is payable to compen1Ate 

the contractor for ita extended overhead e>rpensea. 

9. For the ten month period of time for which Contract• 509 and 

534 wire extended by agreement of the. partier, leas the three month8 included 

in paragraph 7 hereof for which auch payment ha• beerf included in paraarapha 

2 through <,.the amount of $45,313.57 h payable for equip111ent coats; which 

coat,. ~,,..,, nett" 1'e'r'f't e!': !':. .:.::~ ~::o.·ic ~~ :..W.&.lu, ~n .u,.;.,rpor ated il'Lto •ll.)" 

other allowable adju1t111ent to th• contracts. 
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10. The total """1•1nt due ond payable to the contractor under 

per paraaraph 8 - $82,866.00, and ~er patagraph 9 - $45,313.57, for a total 

payment of $200,000. In addition it ia agreed and under•tood that. the 

eum of $10,000 •liall also be madt vith payment under thia Supplemental 

Agreement, which la compriud of the auma of $!1,000 previoualy retained from 

payment• otherwise due and oving under Contracts 51J9 and 534. 

11. The co6tr11e:or hereby ex-preJaly agrees to correct the deficiency 

outlined in the Contracttna Officer'• letter of Se:>t.,..,ber 7, ::.972, in an 

agreed upon and worlcmanlilce manner withi<. 30 daya <•f the date of thia 

Supple11entai Agreeinent. 

12. Other cla:l.m• and demanda have been preaented both fot'lllally 

and infonially by the· O:>ntractor and the Truat Territory of the Pacific 

Ialanda; however, after inveatigation and negotiations thereof each party 

haa deter..ined that the facte and circu1111tancea related to each ouch claim 

or demand are insufficient to juatify further inveatigation, negotiation, 

or pre1entatton to the Other. 

13. In further ~onaideration hereof, the contractor, ita aucceuor• 

Ind auigna, and the Truat Territory of the Pa~ific Islands releaae, re111be, 

quitclaia, hold bar..leu, and indemnify the other, from any and all cla:l.ma, 

demanda, and/or righta, except •• expreuly reaerved herein, vbich have 

now or may hereafter arhe in any connection or rel&.tion with Contracts 509 

me! 534. 

Thia Supplemental Agreement 1a executed on the date first written above 

/2 l//.lk 

by the following. 

~UlT TERRITORY OF THE PACIFIC/IS!J\NDS 
By/;he Contracting Officer fo!/. he 

High Couaiuioner l 

l 
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Acting Director of Public 11orks, llQ. 
District /\diuiuistrntor, Marianas 

'''''''' '''~''' of r~li< ,,.,,;;~;;,,.~~ 
Problems Encountored Cll\ Sower System 

July 16, 1!>73 
Ser. No •. PW22100 

/\s Contracting Officer for the Water 11nd Scworar.o Project !lo. 1, 
we would like to keep you abreast of tho problOlllS encountered on 
the sewer systom. 

lllack Micro Corporation undor Contract No. TI-273-007 is extending 
tho sowor lP-torals to tho property lino. TI1eso extensions are 
necossa:ry inordcr to avoid thu unnocessnry tearing_ up of··11cw pnvina 
had tho raving been initiat<ld first. 1110 decisi-011 to defer the 
village street pavin3 until th'9 sewer laterals hnvo been oxtnnded 
proves to be a sow1d one since tho::o•s riuito a bit of excavation 
worls to locate the wood rnarker and tho short extension of tho 
lateral as detailed on sheet 43 of 128 of the drawing (detail l\fil)). 

Dn.dc'111y, th'!' oxtr11 wnrk nxpondod in tryint! to locnto tho lntcroh 
is nttributcd to the forr.11ir C<•ntrnctor' ~ fn\luro to instnll 11hnt l !I 
detailed on shoot 113 of 17.r. of tho dr:n1inr.; nOU1oly, tho i115tnl111tion 
of n 6" x 11:;• /\Cl' elbow plu~ o four feet lcn&th of <•" ,\Cl' lntcral 
extonsion, \Vos the l:ontrnct " uo!L..!!..:£!.ll!!!!l.£ ..Q..uJ.!lf-l..ILil•;).ot_o \he 
elb01< 11nd th i:t cxt.cnilIDl.Llf..U9S. .• ~h_cn thi:U:~nt_t!1.£_1;0f. JIJl!I. 
o 1v ous ly poi d f !?X...'!9.Ils.-lll.il..L.h!l. <!JJ).u.!_Ll'!?!!z!'..'!£'.l, llo wo h11vo n 
rccouno ai;11i1];.•J_tj}_o_fontr11c:_tg-i;, 1~e!.co .~!.'l: ~!'s.cys7 

We ore nttnchinr, copies of the Block tlicro' s llaily ncport to Inspector 
e11LV11erating tho el!.trn work they nro porforminr, ns a result of non­
porforrnonce of tho othor Coutraotor (/\::-oleo). lio doubt all those 
extra work will add to the cost of tho 1•rt>scnt contract. i'hotor.r11phs 
are being token to substnntiate our l'rojoct Inspector's report, 

f\s wo receive further docu•~ontntion of /\rnclco's non-po~formnnco on 
his contrnct, copies of tho report will bo forwarded to you. ln tho 
meantime, we rocom111ond that steps be tl'lkon to hnvo 1\mclco JIRY for 
all tho extra work incurre•l in connection wi':h their non-cm.1plinnco 
to the contract. drawing. 
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Problems Encountered on Sower Systu 
July 16, 11173 
Paae 2 

; 
I 

It should also be noted at this point that section 67 of the 
General Provisions was not ndhorod to by tho Contractor F 
~n~to(nce, ho is required to construct a 6" stub on sowo~ ma~~ole 
~ sheet 29 of 128 shoots). The '"As-Duil t" drawing shows 0 

Ci stub but actually tho Contractor failed to construct the stub 
~1er: aro other specifics whore tho Contractor didn't comply. with 

f
ie riowinr,s. You will bo posted on the problems encountered 

r0111 t mo to ti1Ae, 

Your rospoiae to our questions above is solicited, 

A. C. Tenorio 
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;,;;-l',...,,.. '"""'a\.V '-v ... uV~v;;:;:;;•-1N 
c:u1m o.nco: GENERAL CONTRACTORS SllPlll Office: 

P. 0 . Box 548 
Tomunlng, Guom 96911 27 JW\a 1973 

P. 0. Box 6'16 
Sllpon, M. I. 08960 
Phone: 8197 

-· 746·3851 

>Ir. Antonio c. Tenorio 
Director of Public Works 
Mariana Island• Dietrict 
Saipan, M.I. 

Subjects Contract TT-273-007 1 Sewer Lateral Extenaiona 

Gentlamen1 

Transmitted herewith ie a copy ot our Daily Report to Inspector detailing 
the daily activity of our work forces, including •ite conditiona encoun­
tered from Juno 13 to June 23 1 1973 in the porformanoe of eubject contract. 
A compilation of th••• reporte will be transmitted to y~ur office regularl7. 

Please note that our report covers the day'• activity but eegregates work( 
construed to be part of our contract and work performed beyond the scope 
of the contract. The extra labor, equipment and material liated in our 
report covers the following; 

1
0 

Trenching and backfilling of lateral locations to be extended ns 
shown on the contract drawings and na pointed out by the Project 
Inspector. As enumerated in our report, we have trenched and back­
filled eeveral lateral locations as sho1Yn on the drawings but found 
no laterals. \'le wish to stress that none of the lateral markers 
shown on Dwg. Sht. 43 of 128 which suppoaedl7 were installed by 
the previous Contractor on this projoct does not exist. Thia pro­
blem wns brought to your attention on several occasions and aa n 
result, you gave ua a field directive on June 18 1 19731 to trench 
alone the main trunlt lino to locate the latorals. Tha additionnl 
trenching t\J\d bnckfilling of laterals from supposed locations on 
the drawings and to locate the lnterale along the main trunk lines 
consti~uto ad~itional work on our pnrt. 

2. As sho1Yn on contract Dwi;. Sht. 43 of 128 1 the previous Contrnctor 
on thiB project should hnve installed a G" x 45• ACP elbow plus 
one length of 6 11 ACP lntoral extension at every ~ting fi"'om 
the 11ain trunk line. Several of the latorala- located and 11-ste<I 
in our rep~t-show that the Cl" elbow Md extonaion wore not ins­
talled. Ai •uch, the Contractor has to inatall the elbow and the 
extension turniBhed either by the Contractor or DPlf. Again, this 
additionnl work constitute extra work on our part. 

Inspite ot tho ditficultie• encountered and e~um_!rnted above, we· havo 
diligently proeecutod this projoct, in .IL-tQlirit of cooperation nnd int<-11t... 
to deliver the facility within the loast poasiblo timo. We coo1pU01l ,, ;'ti • "') 
your field directive on tlu> rm!tnod of locating the lnternls. nS llOlf· <IN,irot ·. 
that by this letter, we wish to boon record on our claim fo1' •1>1lditio1111l 'i ' 
compensation nnd contract time extension which we are ready o lna&'oti11 Lq 1,; 

at your convenient time. / . 
C:\\\ 

,.. Ju ,:J 
',:·; ,. : .f' \~'" 

flco:· 

' 648 
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MICRO CO~PORATION 
~ CONTRA<.7V1~ 

I Guill• l#U~f1 
11-3151 01 .Jurae 1974 

llr • .Jamee a. Vb 1'!r 
Coatrecting Off leer 

for the High Com1l••lonr.r 
Tru•t Territory the P•ciuc ld•nd• 
laipan, tleri•n• l•nda 

17l-129 lubject1 Cont•' 
laip•,­
,.~~tt' 

rsue r~oject No. 4 
1 I Tie•in, 

Geatlnea: 

lilllpon Oftlct: 

'· 0 . So• 646 
s..;pon, M. I, 96950 
Phone: 1197 

Thia b further to our latter d•ted May 28, 1974 
attached for your reference, •dvh th• 
ucovered betve,' vhat 

"f iJ't•fch la 
·~ave 

<>f 
the exiatiag water linea ve were auppo•~ 
ltllbject contract. 

&acloaed for your review and approval are two (2) cop •• of our 
additive change ord··· Hlmate in th• amount ' ~ ro ~over the 
coat of the •ddltlona 1 work required, 

ly nuon of thb chance, ve ruerve the r 
tw extenalon to the Htabliahed coatra •. i. 
become aece•••r>" 

Yny truly 1 ~ara. 

IL\Clt MICRO COP! ' TI<lll 

'h ... ~/.-
.JoH l,~; .. r.· 
Yice lrea~ 

•~ requeat for arl~ 
~•te th-

'>nal 
it 
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BLA ...:K MICRO C:ORPOR .110N 
Gu1m Office: 

P. 0. Box 548 
TlmUning, Guam 969T 1 
Phone: 746·3851 

The Contracting Officer 

GENE/... 

12 April 1974 

for the High Commissioner 
Trust Territory of the P1cific Iollnd1 
... ....,... ~f->r iana Islands 

-MjT'' i contact Mo. n·tl3•tH 
, Saipan Wat•r System Projec~ 

Refr "'ce atta«""hed: Contracting Offi r r' 
dated March 07, l~ 

s.lptn Office: 

P. 0. Box 545 
Soipan, M. I. 969! 
Phone: 6197 

:n:~:P::~e to the requeat contained in your referenced ctter, sttaclled 
pleat f~nd 3-'°'age complete 1ting of the di nf'r • a.es we have uncovered ·• .,.en the existing wat• i es a dr. actual existing 
water lines complete with the type ar 1u. required to 
effect a complete tie-in of the new water lines we ln under subject 
contract to the axhting water lines. We have also attac;h. a copy of our 
coat estimate break~own covering the scooP rf additional work required 
for the total amount of DOLLARS Fl' HUNDRED ELEVEN ($ 4,911.00). 

Your referenced letter clted only two initial 
existed. With the concurrence of yo• 1.,ct 
performeJ •xcavation 
tie-in t~ 
drawing We found thi 1 y to acauire 
•dditional fittir" should it become necessar 
the result of our finding•. 

locations where discrepancy 
lr><pector, we initiated and 

on of all poiuta of final 
ton shown on the contract 

I time to order 
att•ched list covert 

It now •ppe•r obvious that we cannot complete the inst•llation of thia facilit)P 
without the required fittings as lilterl We therefor re0ueat that you m&ke 
an ,ft 1te determination of O\• f pr1 poftP1 t pr "e further 
de ~n thil project. 

17 reuon of this change, we • 
tlonal rPntract time exten1lon 

a the right l fn future •ddi-
snou ld LL nece111 ry. 
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BLAC .. MICRO CORPO~, 
Gu1m Office: GENERAL CONTRACTORS Saipan Office: 
P. 0. Bo• B 
Phone: 746·3851 

SAIPAN, MARIANA ISLM =>~ 150 P.O. Box 643 

Contr•ct No. TT-173-129 
Sdp•n Water Sy1t1m Project No. 4 

llECAP OF DlSCREPA'l:CU:S Btl'WEEN WltAT T~ • "MN Olf C:ONTMCT 
~~ PFRTAINING TO FINAL WATE.R l.. -- ., '"-TJ. ·q 

CONTRACT DRAWING & REFERENCED LINE 

"CK-6" S a. 14 + 96 & New Fire 
Hydnnt ho·, 14" db, exilting, M,J, 

''CK-9" sJa. 18 + 04 
Show 14" db, pipe editing, M,J, 

''CK-2" Sta, 2 + 59 
Materi•lt shown on drawing: 

1 ~ • 6
11 

Bossed tipped tee 2" pipe') 
6 L • 2" l'VC pipe· 
2 • 2" x 45 elbow PVC 
1 • 2" union PVC 
l • 211 gate valve & box 
1 • valve marker 

"Clt-4 . Sta. 2 + 18 
Materials ahown on drawing: 

t ,' EA - 4" round nose plua t.ppad 
for 2" pipe 

l EA • 2" x 2" Tee PVC 
l EA • 2 11 union PVC 
1 EA • concrete block 

~'CK·7" Sta. l + 20 
Materi1l •hown on drawing: 

1 EA • 4" tr1nsitio11 coupling 

''CK-8" Sta, 0 ~ 00 
lletf\riah shown on drawing: 

1 EA • 4" x 4" Tee 
1 EA • 6 11 x 4" reducer 
1 EA• 6 11 volve & box 
2 r..A • 4" it ion couplfng 
l EA l val v r 
l EA J concrete block 

/t;_T" ' rn 

16" dia, exi 
Required: 1 EA - 16" x 6" Cross Ti..,,; M,J. I 

l EA - 16" aleeve, M.J, >/ 

12" dia, pipe existing, H.J. 
Required: 1 EA - :rec , M.J., 17.4 / • 

l EA • 12" aleeve ./ 

4" dia. line exi• ing 
Add!• "na l required: 

l EA • 4" x 2 11 reducer bell 
11a1v1niud ateel. -I 

4" dia, line let!"~ 
,lA.-t ltiona 1 ref i i ' 

2" dfo 
A lJlt 

1 4 11 x 4" Tee, acrewed, G, I 
l 1!.11 " transition coupling I 
2 EA • 2" x 4$ elbow PVC/ 

line exiatf.ng 
rl " requiTrti: 

6 Lr PVC I 
2 EA • elbow PVC ( 
l EA - 2" union l'VC t 
2 EA - .concrete block I 

2" dia, line •xiating 
AdJ rinl• re~uired: 

e volve & box { 
x 2" Tee PVC./ 

1 EA • 6" round n"se plug tapped 
for 2" pipe { 

2 EA 
4 EA • 
2 EA -

12 LF -
4 EA• 

2" Union PVC I 
2" x 45 elbow PVC>/ 
2" nipple pyc./ 
2" pipe PVC ./ 
concrete block V 



"CK-9" S" 0 + 00 
lC11~cr la shown on drawing: 

1 EA • 4 11 x 4" Tee 
l EA - 6" x 4" reducer 
1 EA - 4" tran1it1on coupling 
1 EA - 6" gate va lv• 6o box 
l EA - valv• .,.rke1 
1 U , • concrete bloclt 

I 

''CK•9" ··,Sta. 6 + 69 
Materi•~• 1hovn on drewing~ 

H.:ne 1 

I 
"Cll•l~j Sta . 3 + 92 
Materia l 1own on drawing: 

1 11! • 6" double hub boaa•d crou 
tepped for 2" pip• 

4 EA • 2" x 45 el'bov PYC 
2 EA • 2" union PVC 

''C1t-i" •t•. 0 + 00 
Mate~!• ~a 1h~wn " " drawings 

''CK..,2" Sta. 0 + 00 
Mate.ri• i1 1h011n on drawing: 

\ N~ne 

"Cit•)" Sta. 0 + 00 
Materiall 1hovn on drewi1111 

No11e 
I 

"Cat-+" Sta, 0 + 1'0 
Material• 1hovn on drawing: 

NOAC 
"Cit-9" Sta. 0 + 00 
!111t•ti•h 1hovn on drawing: 

Mone 

"SU·4" Sta. 0 + 00 
Matetlal1 1hovn on drawing: 

Nono 

ttsA·t~· Sta. o + 00 
Metcrlal1 1hovn on drawing: 

•on'\ 
. I 
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ACTU!\L CO!!DltION g. MA'I'Elll,ALS u guxuo 

611 dia, pipe ex ht 1 

Additional .. tHi• ls ;e~uireds. 
1 EA • 6" ' " tee < 
2 EA - f> •anaition couplil\I / 

Additon•l 
l E/\ 

l ' 1 EA • 
20 LP • 

1 EA • 

~ 
I 

material• rPquired: 

p;,/rvc f 

l" nipple P'VC./ 
l" pipe PVC v 
con block v 

4° di•· L?e exi.atir•; 
Additional 1118teri1l1 required! 

2 EA • '·" x 2" bell reducar plv. 1tael• 

Addit 
l EA 

Add it I• 
1 EA • 

\ ..,,. tP ' " requlredl 
•i S bend, C, l., 6" ./ 

•tnhle requir,d: 
ud, c.1 .• 6" 

~• t•ri1l• required: 
uen<l, c. I., 6" t 

Additlonol required: 
l EA - 1/8 bend, c,l., 4" I 

Additional aatariala required& 
l EA• 1/8 bend, C,l., 6" I 

Additional aaterial1 requir~d: 
1 r. ,1., &" / 

~~ditional material• requirad1 
l EA • 1/8 b• nd, C,l,, 6" I/ ·-
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l!:.J.'"· ·--·. ~-· ---!iJ!f.:I~; 1 ~!,.~ ;:r;s ·' ::.:.'i · • t" , .... EDl!D _rt'_ ..... ~ ·;i.· .. ~ -- ' .... . 
u ,:·\

1
."""c"°,._il\J\ ,..;.:~ ... ~ ... ,1 rh(l .. -t~=t. c~ ~·· ,,.,,., .... 1....... , .,,.., ,"1. 

11.\TER: :. ' 
ADDITIO~:AL :·l\TERIALS REQUIRED 

Chalan Kanoa: 
l EA - 8 11 x l" 
1 EA • 8" x 3/4" 

Slln A 1~tortt o: 
None 

Susupa Beach Road: 
None 

Cha Lan Kanoa: 
10 EA - 6" x l" 
4 EA - 6" x 3/411 

San Antonio: 
None 

Susupe: 
None 

Oleai: 
Hone 

Cha l! 
5 EA -

Sin Ante· 
None 

)a : 
~ x , •• 

Su1upc: 
Z E,\ • 4" x 1 u 
l EA • 4" x 3/4" 

13 EA - 8'' x l" I 
7 EA - 8" x 3/ 4" I 

3 EA • 811 x l " / 
1 EA • 8° x 3/4"" 

4 EA • 811 x l " ' 
1 EA • 8" x 3/4U I 

4 EA • 6" x l" I 

5 EA - 6" x 111 I 
S EA - 611 x 3/4" ./ 

l EA - 6" x 1" I 

l EA - 6" x 1" I 

S EA • 
l EA • 

4"" 1" / 
2" " 2" x 3/4" Tee 

2 EA • 4 11 x l "v' 

2EA·4" x l " / 
l EA • 4" " 3/411 I 

PVC./ 
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TRUST TERRITORY OF ·, ,.E PACIFIC ISLANDS 

TO District Director ot Public Works, Marianas 

FROM Director ot Public Works 

SUBJECT• Problems Encowitered on Sever System 

DAT&• Sept. 27, 1971 
Serial !lo. E-73-027.._ 

Rererence is 111Bde to your memo or 16 Ju).y 1973, number FW-22100, 
detailing the problems you are encowitering because or pbor 
conatl'il.ction by Amelco on the Saipan Water and Sewerage Project. 
~attempt on our part to fix ble.rne and sto.rt le_galyroceeding• 
to recover ({tiiiiages--agafni!_Tu!':~ • .£0~~a.c!?r seemS . to 'end up' With 
~.lL~.~r~i;!'~Pl!..) .. ~_._.P..~e -~ of 5 . ..J?.C! .~Y.l!P'.!-e!llental__A&1'C!~; 
ment to Contract 'I'l'-509 and 'I'l'-534 between the Trust Territor:r o? 
the Paciric Islands and Amelco Engineers Company," dated 20 November 
1972. Arter a lengthy recital of grievances, claim& for extraf and 
promiaH, we come to paragraph 13, which s~e: 

"In further consideration hereof, the contractor, its successors 
and assigns, and the Trust Territor:r ot the Pacific Islands release, 
remise, quitclaim, hold harmless, and indemnify the other, from any 
and all claims, demands, end/or rigl!ts, except as expressly reserved 
he1·ein, whlcll have now or m~ bereaf"ter arise in any connection or 
relation vi th Contracts 509 and 534." 

This po.ragraph cleorly and_~anently _ _E.!lr~ . \l.!l. frolll moving against 
Amtlco. A~r_tment, we th0r0\i8h1Y regr~~E!-v-~_J;l1.L11.~oJ.«:.£t. ... 

was handled end the confanuing cost tne-paor construction_yi_ll i_!!.c;y.r 
for your Depo.rl:ment. It has been a text-book ex~le of how HOT to 

000~~ ---&,;, __ 

APPENDIX v 
Summary of events leading up to the formation of TransPac and 

subsequent receivership 

45 309 0 - 75 - 14 



SUMMARY OF EVENTS LEADING UP TO THE FORMATION OF TRANsPAc 
AND SUBSEQUENT RECEIVERSHIP 

On August 1, 1968, the Government of the Trust Territory of the 
Pacific Islands, through the High Commissioner of the Trust Terri­
tory contracted with Marine Chartering Company, Inc., to provide 
exclusive ocean transportation for 10 years.1 The contract applied to 
the common carriage of goods, merchandise, passengers and mail, both 
long haul to and from the Trust Territory of the Pacific Islands 
and foreign ports, and interisland services. The TTPI government by 
contract (except were limited by law or where the contractor could 
not meet requirements) agreed to utilize the service exclusively. The 
Trust Territory Government also was required to use its best efforts to 
persuade residents of the Trust Territory to use the contractors 
services. 

In accordance with the agreement, Marine Chartering Company, 
Inc. assigned the contract to Micronesia Interoceans Line, Inc. 
(MIL!) which was or~nized and capitalized by Marine Chartering 
with participation by citizens of the Trust Territory. Marine Charter­
ing held 210,000 of the 500,000 shares of stock. The officers of Marine 
Chartering became the managers of MIL! with Mr. George C. Kis­
kaddon serving as President of MIL!. MIL! paid Marine Chartering 
for the management services provided by its officers. 

The 1968 contract required an annual review by a three-man review 
board, of the services provided and the rates charged by MIL!. Deter­
minations made by the review board were apvealable to the High Com­
missioner. MIL! requested a rate increase m February 1969 but was 
turned down with minor adjustments. In :February 1970, the review 
board adjourned without a decision on another request by MIL! for 
a rate increase. Selective rate increases were eventually negotiated di­
rectly with Mr. Wayne Thiessen of the High Commissioner's transpor­
tation office. In addition to a rate increase the method of payment by 
MILi for Marine chartering management services was changed. The 
rate review board met again in February 1971 to consider the deterio­
rating financial condition of MILi and MILi's failure to meet its 
contractual obligations. At this time Mr. Kiskaddon was required to 
resign as President of MILi. In addition substantial rate mcreases 
were granted and various changes in procedures were made under 
Agreement No. 22. 2 

The rate increase however did not have any effect. The U.S. West 
Coast dock strike prevented shipments to and from the U.S.~ denying 
MILI substantial revenues. Continued losses by MILi may nave fur­
ther deteriorated the relationship between the management of MILT 
and the Trust Territory Government making the course of action 
taken in September and October 1971 inevitable. The performance 

1 See p. 207. 
1 Ibid., p. 227. 

(203) 
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EXHIBIT A l 

AGREEMENT 

Thi!> Agreement dated as of August 1, 1968, by and between the 

Government of the Trust Territory of the Pacific Islands, acting by and 

through the High Commissioner of the Trust Territory of the Pacific 

Islands and Marine Chartering Co. , Inc. , a Cali(ornia Corporation ; 

WITNESS ETH -----
WHEREAS, the- Government is desirous of assuring continuous 

water transportation between the points and in the manner mar~ particu­

larly set forth and described herein ; 

WHEREAS, the Carrier has the experience, personnel and equip­

ment necessary to meet the requirements of the Government; and 

WHEREAS, the Carrier is willing to undenake the respon·sibility 

of furnishing the aforesaid ~ontinuous water transportation anc! the Govern· 

ment is agreeable to such undertaking pursuant to the terms and conditions 

of this Agreement. 

NOW, THEREFORE, in consideration of the premises and for 

other good and valuable consideration, the parties hereto agree as follows: 

ARTICLE I. Definitions 

(a) The term "High Commissioner" as used in this Agree-

ment shall mean the High Commissioner of the Trust Territory of the 

Paciflc Islands or his duly authorized representative. 
' 
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(b) The term "Trust Territory'' as used in this Agree-

i i the Mariana Islands (except Guam), 
ment shall mean the area compr s ng 

the Caroline Islands and the Marshall Islands. 

(c) The term "Contractir.c'.. Officer" as used in this 

2 

h" Agreement on behalf of 
Agreement shall mean the person executing t is 

th High Commissioner 
and such other person or persons as e 

the Government, 
. f the responsibilities of the Contracting 

may designate to execute any o 

Officer; and the term includes, except as otherwise provided in this 

t
he authorized representative of the C. ontracting Officer acting 

Agreement, 

within the limits of his authority. 

(d) The term "Government" as used in this Agreement 

f the Trust Territory of the Pacific Islands. 
shall mean the Government o . 

"C ier" as used in this Agreement shall The term arr (e) 

mean Marine Chartering Co. • Inc. ' or its successors or assigns. 

(f) The term "Vessels" shall mean those vessels owned 

d b 
the Carrier in performance of its obligations under the 

and /or operate Y 

terms of this Agreement. 

Th 
"Proposal" shall mean that certain "Pro-

(g) e term 

. C Inc in response to 'Solicitations for 
posal of Marine Chartermg o. • · • 

. T "tory of the Pacific Islands Water TransportatiOll 
Proposals for Trust ern 

S be 1 1968" attached hereto as 
Services' Commenci~g on or about eptem r • 

Exhibit A. 
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ARTICLE II. Tern1 of AS?:reement 

This Agreement shall be for a period of ten (10) years commencing 

September 1, 1968, and ending August 31, 1978, unless earlier terminated 

pursuant to the ~rovisions of Articles XIX, XX and XXI. 

ARTICLE III. Operation by Carrier 

The Government hereby grants, to the extent legally permissible, 

to the Carrier, the right and authority to operate ves~els in the common 

carriage of goods, merchandise, passengers and mail under the terms of 

this Agreement; provided, however, that the Government may operate or 

permit to be operated (i) special purpose vessels to points in the Trust 

Territory not served by t~e Carrier, (ii) vessels owned. or operated by 

citizens of the Trust Territory not in excess of 1, 000 tons burden, (iii) 

vessels of U.S. or Trust Territory Flag carriers operating in the Trust 

Territory on the date hereof, (iv) contract carriers with ship load lots 

(or near thereto) to and from the Trust Territory except that the Car.tier shall 

have first right of refusal on such movements, (v) such other vessels as 

may be required to maintain the necessary service in the event the Carrier 

fails to reasonably meet the basic schedules referred to herein, or (vi) 

such other vessels as the Government and the Carrier may agree in writing. 

ARTICLE IV. Government Obligations 

(a) To the extent funds and construction sc~edules permit, 

the Government will provide harbor and terminal facilities necessary to 

rneet the Carrier's reasonable requirements. 
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. case for a period 
(b) To the extent necessary but in no 

th d te hereof, -the Govern­
of time exceeding twelve (12) months from . e a 

ated GUNNER ·s 
ment will charter to the Carrier the Cl-MAV-1 design 

ANDER and the elongated 
J.<NITT, the Cl-MAV-1 designated PACIFIC ISL 

AKL designated PALAU ISLANDER under terms and conditions similar to 

./ d b the Trust Territory 
those set forth in the existing charter desigrate Y . 

. h as attached to the 
as Contract No. 369, as amended, a copy of wh1c 'I! 

· . f Pacific Islands Sea 
"Solicitation For Propoi;als For Trust Territory o 

ood h h Government's ob­
. .,Transportation Services'., It is underst . t at t e 

t:l. the availability of such 
ligation to charter these vessels is premise upon . 

th G rnment is not in possessiCJt 
vessels to the Government. In the event e ave . 
· 1 1968 the Carrier never-
of the aforesaid vessels on or about September • • 

i e:rVice required here-
theless agrees to furnish the water transportat on s 

under. 
(c) To the extent 'legally permissible, the Government 

Gov 
t and normally carried by 

will cause all cargo purchased by the ernmen 
i normally carried by tanker· 

water transpor_tation, except such cargo as s 

i 
d the Carrier's Vessels; provided, however• 

type vessel, to be carr e on 
. . h h carrier cannot meet the 
that when the Government determines t at t e 

immediate needs of the Government then the Government may utilize 

f 
In addition to the foregoing, 

other vessels to carry a portion o its cargo. . 

the Government will use its best efforts to cause residents of the Trust 

Territory to ship their cargo on the Carrier's Vessels. 
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ARTICLE V. Trust Territory Citizens - Employment 
and Training 

(a) Unless otherwise agreed to by the Government, the 

Carrier agrees to retain those citizens of the Trust Territory presently 

employed as se :men on the vessels set forth in Article IV (b) hereof. In 

addition, the Carrier agrees to employ citizens of the Trust Territory 

to the maximum extent feasible in the operation of the proposed services, 

. and to this. end undertakes to establish on a continuing basis an instructional 

and on-the-job program of the scope and magnitude as set forth in the 

Proposal to train citizens of the Trust Territory in the technical and semi-

. technical skills required in shipping operations with the objective of ex­

tending to such citizens the opportunity to become competent in all phases 

of shipping operations. 

(b) Non-citizen contract employees will be subject to 

replacement at termination of contracts by qualified residents of the 'J;'rust 

Territory, including graduates of the training program for Micronesians. 

(c) The Government will grant extended entry into the 

Trust Territory, as permitted under Trust Territory laws and regulations, 

to non-citizens of the Trust Territory as deemed by the Carrier to be nec­

essary for the management and operation of the services contemplated by 

this Agreement; provided, 'however, the Carrier shall, upon the request 

of the High Commissioner, remove from performance of service· under this 

:Agreement any emplorec \vhom the High Commissioner determines to be 

an undesirable. 
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ARTICLE VI. -Principal Place of Business and Housing 

I la ds as its prin­The Carrier will establish Saipan, Mariana s n ' 

Furthermore, the Carrier ·pal place of business in the Trust Territory. 

c1 1 ees stationed in the Trust Terri-will provide housing for all of its emp oy 

tory who are not citizens of the Trust Territory. 

ARTICLE VII. Shoreside Operations 

The Carrier will arrange, at its own cost and expense, for all 

. an efficient service. These shoreside operations required to carry on 

i hall include but shall not be limited to, the following: Steve-operat ons s • . 

port activities, wharfage and dockage, doring and other cargo handling, 

6 

fi corporations, etc. , pilotages and services of agents. All persons' rms' . 

i hall be considered rforming or participating in any required operat on s 

pe etc of the Carrier and not of the Govern -as agents, sub-contractors, · • 

t and the Carrier will indemnify and hold the Government harmless men, 

from any claims arising in conn~ction with the foregoing.' 

ARTICLE VIII. Service 

1 · • 968 the Carrier will (a) On or about September • 1 • · 

h lNTERISLAND SERVICE and the THREE WEEK SERVICI commence both t e 

. i E h'bit I to the Proposal. Within sixty (60) more particularly described n x i 

ber 1 l968 the Carrier shall days thereafter but no later .than Decem • ' 

. 1 1 d cribed in Exhibit I . DIRECT SERVICE more part1cu ar y es commence its . 

to the Proposal. 

I 
\ ( 
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(b) On or before August 30, 1968, and on each anniver-

sary date thereafter, the Carrier will submit to the Government a basic 

annual schedule of each of the aforesaid Services for the succeeding twelve 

(12) month period, including the dates of arrival and departure at each port 

set forth in each such Service. The Carrier will continue to operate on 

and meet the basic schedules set forth in th( aforesaid Services for the 

duration of this Agreement unless and until the High. Commissioner gives 

his prior written consent to any changes requested by the Carrier or sug­

gested by the review board under Article X (e) hereof. It is understood 

that minor changes in the Basic Schedule may be granted verbally by the 

Contracting Officer. 

(c) Without prejudice to the generality of the foregoing 

provisions of this clause, the Carrier will be excused from meeting the 

basic schedules aforesaid where its failure or delay therein _is caused 

wholly or in part by: (1) Act of God; (2) force majeure; (3) perils of 

the sea; (4)errors in management and navigation of the vesseis b)• masters, 

mariners or pilots thereof; (5) defE'.ct in hull, machinery or equipment 

of the vessels or the equipment of the Carrier's shoreside facilities where 

latent or undiscoverable by due diligence either before or after the com -

mcncement of voyages; (6). fire or explosion; (7) life or property sal­

vage; (8) war or civil war; (9) restriction or control by any government 

of intercourse; (10) control or direction by any government or other 

Authority or War Risk underwriters of the use or movements of the vessels 



,.,, 

214 

8 

( 
( 

or the spaces therein; (11) piracy; (12) ice·; (13) weather;. (14) block­

age; (lS) interdict; (16) quarantine; (17) strikes, lockouts, or labor 

troubles existing or anticipated (whether the Carrier or its servants or 

l
·kely to be parties thereto or not) or congestion arising 

agents are or are 1 

therefrom or from any other cause beyond the carrier's control; (18) civil 

commotions, riots, epidemics, fe~er or otht:r illness or any other causes 

whatsoever beyond the Carrier's control; provided,. however, that in the 

event any of the foregob:g occurs, the Carrier will not be excused from 

reasonably meeting said basic schedules if the Carrier is able to provide 

a substitute vessel by use of suitable chartered tonnage to the exte~t such 

tonnage is available on the international charter market. at or about the time 

the necessity for such substitution becomes known to the Carrier ; pro­

vided, further, that if such tonnage is not immediately available, the 

Carrier will charter the necessary tonnage as soon as available in order 

to reduce or minimize delay or failure to operate on or meet the basic 

schedules. 

ARTICLE IX. Vessels 

(a) 
As soon as practicable but no later than t~elve (12) 

months from the date hereof, the Carrier will replace the Government -

·owned vessels mentioned in.Article IV (b) with vessels of the size and type 

set forth or referred to in Exhibits C .and P of the Proposal. . 
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(b) On or before August 20, 1968, the Carrier shall 

furnish to the High Commissioner such continuing guarantys or undertakings 

by the associated companies set forth in the Proposal as he deems necessary 

to assure himself that the vessels and capital stated in the Proposal shall 

be available to the Carrier in connection with the service to be performed 

hereunder. 

ARTICLE X. Tariffs 

The Carrier i;hall adopt the following Tariffs: 

(a) Cargo between Japan (and other Far East ports) and 

the Trust Territory, as well as between Trust Territory.Ports (including 

Guam) will be charged freight on the basis of the freight rates set forth 

in tl!e existing Trust Territory Tariff No. 1-E. 

(b) cargo between Trust Territory Ports and the West 

Coast of the United States. and Hawaii will be charged freight according to 

the existing freight rates paid by shippers for shipment by Micronesian 

Line (to and from Guam) and Pacific Far East Lines to and from the 

West Coast of the United States or the NYK-Micronesian Line Tariff, 

whichever is lower. Specifically, the rate charged by the Carrier for 

direct shipment from the West Coast of the United States or Hawaii will 

be the lower of (i) the rate.charged by Pacific Far East Lines to Guam 

(according to Guam Freight Tariff No. 5) plus the existing rate presently 

charged by Micronesian Line for carriage into the Trust Ter;itory, or 

(ii) the rate charged on the basis of NYK-Micronesian Line through tariffs. 
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that it will include, in any a~ency agreement or sub-contract, appropriate 

provisions to effectuat.e the intent thereof. The books of recount of the 

Carrier shall be audited at least once each fiscal year by a Certified Public 

Accountant, and a copy of such audit shall be furnished to the Government. 

Upon termination of this Agreement, the Carrier shall make to the Govern­

ment such accounting as the Government may require of all matters con-

earning the service. 

(b) The Carrier for a period of six (6) years after final 

settlement under this Agreement shall make available to the Government 

or the representative of the United States Government at all reasonable 

times at the Office of the Carrier all of its books, r.eco:-ds, documents 

and other evidence bearing on the revenue, cost and expense to the Carrier 

under this Agreement. 

ARTICLE XII. Bills of Lading 

The general form and substance of the. bill of lading to be issued 

by the Carrier in connection with the carriage of cargo shall be satisfactorj' 

to the High Commissioner at the inception of this Agreement. In this re­

gard clauses offering the usual and customary protection of bills of lading 

utilized by recognized common carriers in the Transpacific and Pacific 

Island Trades shall be avail.able to the cargo and the Government. No 

material change will be made in the ngreed general form or sµbstancc of 

the bill of lading unle~s consented to by the Government. 

219 

13 
{ ( ' \. ( 

ARTICLE XIII. Insurance 

The Carrier shall, at all times during the period of this Agree­

ment, carry on each Vessel policies of insurance covering all marine 

and war risk hull and marine and war risk protection and indemnity risks, 

and all other hazards and liabilities in such amounts, in such form and 

with such insurance companies, underwrite:cs or funds as the Government 

shall approve. Such approval shall not unreasonably be withheld. 

ARTICLE Xrl. Inspections 

The Government shall have the right at any time, without notice, 

to inspect or survey the Vessels at its own expense, to ascertain their 

condition and to satisfy itself that the Vessels are bein~ properly ~epaired 

and maintained in accordance with good commercial mainten.ance practices, 

but such inspections shall be held at such time and in such manner as to 

not interfere with Vessels' schedules. The Carrier shall make all such 

repairs at its own expense, as such inspection er survey may show to be 

required to keep the Vessels in class and seaworthy. The Contractor shall 

also permit the Government to inspect the Vessels' logs whenever requested, 

and shall furnish the Government upon request with full information regard­

ing any casualties or other accidents or damage to the Vessels. 

ARTICLE XV. Drydocking 

The Carrier shall drydock each Vessel and clean a!!d paint the 

underwater parts when necessary. The Carrier shall give the Government 



220 

( 
14 

( 

reasonable notice of the time and place of drydocking and if practicable 

fifteen (15) days in advance thereof and afford the Government an oppor­

tunity to inspect the Vessels while drydocked. The Carrier shall also 

promptly notify the Government sufficiently in advance to enable its repre­

sentative to be present at repairs or surveys of the Vessels, and shall 

furnish the Government with copies of reports made pursuant to such surveys. 

ARTICLE XVI. Maintenance of Vessels and Facilities 

(a) The Carrier shall, at its own cost and expense, 

maintain each Vessel, her machinery, boilers, appurtenances, and spare 

parts, during the period of each Vessel's use in the service provided in 

this Agreement, in good state of repair and in efficient. operating condition 

and in accordance with good commercial maintenance practices and shall 

keep each Vessel in such condition as will entitle t~e C;trrier at all times 

to all certificates, including, without limitation, the highest classification 

and rating for vessels at the same age and type in the American Bureau 

of Shipping or other internationally recognized classification society. 

(b) The Carrier shall, at its own expense and cost, 

maintain each and every shoreside facility used exclusively by the Carrier 

in connection with its service. In the event the Carrier destroys or 

damages any shoreside facility, it shall be the Carrier's responsibility 

to replace or restore same. 
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ARTICLE XVII. Indemnity 

The Carrier will indemnify and hold the Government harmless 

from any claim or cause of action arising in connection with the Carrier's 

operation under this Agreement unless such claim or cause of action arose 

solely as a result of the negligence of the Government. 

ARTICLE XVlll. Transfer or Assignment - Flag 

(a) .Marine Chartering Co. , Inc. , within six (6) months 

from September l, 1968, shall transfer and assign this Agreement to 

Micronesia InterOcean Line, Inc., (hereinafter called "MILI") . It shall 

be the obligation of Marine Chartering Co., Inc., to organize and capi­

talize MIL! substantially in the manner and at least to the extent set forth 

in the Proposal and particularly Exhibit F thereof. Except as herein pro­

vided, this Agreement or any interest herein may not be assigned or trans­

ferred without the Government's prior written consent. Until the transfer 

required herein occurs, Marine Chartering Co.,. Inc., shaU remain a 

California Corporation in good standing. 

(b) During the term of this contract the Carrier shall 

operate the Vessels under the flag of the Trust Territory 'except supple­

mental charter vessels required from time to time. The Carrier will 

not charter any vessel flying a flag of convenience except with the prior 

Written consent of the High Commissioner. For the purposes of this Article, 

the term "vessel flying a ffag of convenience" shall mean one 
0

whose crew is 

not substantially of the n::ttionallty of the vessel's flag unless such crew is 

Substantially Micronesian. 
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ARTICLE XIX. Events of Terminating Default 

The following shall constitute events of terminating default 

under this Agreement: 

(a) The failure of the Carrier to incorporate MILi as 

provided in Article XVlII ; or 

(b) The failure tb keep the Vessels properly insured 

under Article Xlll ; o:r 

(c) The fai11Jre of the Carrier to duly observe or per-

Conditl·on or agreement by it to be performed or ob­
form any covenant, 

served, contained in the following Articles: Vlll, IX, X, Xll, XXlll 

and XXVI. 

(d) The filing of a petition in bankruptcy by the Carrier 

or the entry of an order upon petition against the Carrier adjudicating the 

Carrier a bankrupt, or the making of a general assignment for the benefit 

of creditors, or the carrier losing its charter by forfeiture or otherwise, 

or the appoinonent of a receiver or receivers of any kind whatsoever, 

otller than receivers of wrecks, whether appointed or not in Admiralty 

or Bankruptcy, and whether temporary or permanent, for. :he property of 

the Carrier, or the filing of a petition by the Carrier or its creditors for 

any reorganization o: for a .composition of creditors. 

ARTICLE XX. Termination Upon Default 

In case any one or more of the foregoing events of termino.tlnf 

default shall occur, and where such default continues for a pericrl of thirt1 
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(30) days after written notice shall have been given of the particulars there-

of by the Government to the Carrier, then the Government without further 

notice may terminate this Agreement in whole or in part. Whether or not 

the Governmenr terminates this Agreement pursuant to this Article it shall, 

in addition to any rights it may have by virtue of th~s Agreement, retain 

any rights to which it may be entitled under law or equity. 

ARTICLE XX!. Other Defaults - Arbitration 

(a) In the event of the failure of the Carrier to duly and · 

punctually perform and observe any other covenant, condition or agree-

ment by it to be performed or observed hereunder for a period of ten (10) 

days after written notice thereof shall have been given by the Government 

to the Carrier such failure shall automatically come before the arbitration 

board referred to herein for its determination of the existence and extent 

of such failure of perfor1t1ance, (i) should the arbitration board determine 

that such failure is substantial, material to the entire contract and con-

tinuing, then in the event that such failure continues for a period of twenty 

(20) days after receipt of such determination, the Government witlx>ut 

further notice may terminate this Agreement in whole or in part and re­

gardless of whether or not it so terminates shall retain any other rights to 

Which it may be entitled I.ind.er law or equity, or (ii) should the arbitration 

board determine that such failure of performnnce occurred bu~ that it was 

not substnntlal and material to the entire contract, or if substantial and 

material wns not continuing, such board shall assess a monetary penalty 
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against the Carrier as damages for such failure not in excess of $1, 000 

with a further penalty of $1, 000 upon a daily basis for the continuance of 

such failure of performance after receipt of such determination. Upon 

the. Carrier's payment of said penalty to the Government in the manner 

required by such determi~ation, · the Carrier shall not be liable to any 

further penalty, damages or consequences for such failure. 

(b) · The arbitration board referred to herein shall be 

composed of a representative of the Carrier, a representative of the 

Government and one impartial and knowledgeable third pany acceptable 

to the representatives of the Government and the Carrier. Such board 

shall be appointed within sixty (60) days of the execution of this Agree-

ment and shall sit at Saipan unless the representatives unanimously agree 

to some other location. Such board shall sit upon each matter referred 

to it within twenty (20) days of referral and render its determination and 

decision in writing including ratio decidendi within thiny (30) days there"l 

after. The hearings of the arbitration board shall be fully reported and 

transcribed upon the request of the representatives of either party at the 

expense of the party requesting same. Any determination rendered shall 

be CC)Ilcurred in by at least two members of the arbitration board. 

(c) All determinations of the arbitration board shall be 

final and binding on all parties hereto who shall have no further right of 

recourse to any court or tribunal. Failure to pay any penalty shall be 

grounds for revocation of the Articles of Incorporation or Termination of 

this Agreement as the case may be: · 
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ARTICLE XXII. Officials Not to Benefit 

No member of or Delegate to the Congress of the United States 

or Resident Commissioner shall be admitted to any share or part of this 

Agreement or to any benefit that may arise therefrom; but this provision 

shall not be construed to extend· to this Agreement if made with a corpora­

tion for its ge.1eral benefit. 

ARTICLE XXIII. Covenant Against Contingent Fees 

The Carrier warrants that no person or selling agency has been 

employed or retained to solicit or secure this Agreement upon an agree -

mentor understanding for a commission, percentage, brokerage or con-

tingent fee, excepting bona fide employees of bona fide. commercial estab­

lishments or selling agencies maintained by the Carrier for the purpose 

of securing business. For breach or violation of the warranty, the Govern­

ment shall have the right to annul this contract without liability or in its 

discretion to deduct from the contract price or consideration the full 

amount of such comm· · · 
iss1on, percentage, brokerage or contingent fee. 

ARTICLE XXIV. Notice to the Government of Labor Disputes 

Whenever the Carrier has knowledge that any actual or potential 

labor dispute is delaying or threatens to delay the timely performance of 

this Agreement, 
the Carrier shall immediately give notice thereof, in­

cluding all relevant information with respect thereto, 
to the Contracting 

Officer and the High Commissioner. 
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ARTICLEXXV, ~ 

During the term of this Agreement, the Government agrees not 

to levy any direct or indirect taxes on the Carrier's water transportation 

activities provided herein. 

AR1'1CLE XXVI. Performance Bond 

The Carrier shall on or before August 25, 1968, furnish to the 

Government a continuing performance bond in the amount of five hundred 

thousand'dollars ($500, 000), such bond to be approved by the Government 

both as. to form and sufficiency of surety, and to be conditioned upon the 

true and faithful performance of all and sin~ar the covenants and agree­

ments of the Carrier contained in this Agreement. The purpose of this 

performance bond is to assure the Government of the faithful performance 

of this Agreement and the development of a viable Trust Territory Trans­

portation System. The performance bond shall be kept in full force and 

effect during the term of this Agreement unless otherwise agreed to by the 

Government. The Government may agree to an appropriate letter of credit 

in the same amount in lieu hereof. 

IN WITNESS WHEREOF, the parties hereto have hereunto set 

.,,. ... Of'"ICSS 

.,.,. ,...,MCl•CO. CAUrottMUt. 

L.09 AHOCLl:S. C4'.1,.0lllMV. 

LONO •&ACM, CALlrO .. JUA 

ltOMl, ITAU 

Ml~AIM, f'l'M.'f' 

James Bierne, Esq. 
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.ATTOftNE""• AT t..AW 

113~ · 18'..l' ~T .. E&T, ... w au1Tt: •11 

WASHINGTON, D . C. 20005 

September 25, 1974 

Special Counsel to the Senate 
Interior Cotmnittee 

3106 New Senate Off ice Building 
Washington, D. C. 20510 

Re: '.n:anspacific Lina1, Inc. 

Dear Mr. Bierne: 

CA9U: AOOllfd8 "" O#'f'tUI 
Mc"ALoi..a,..· 

TWX 710 eaa eae? 

Pursuant to your request made at the meeting of Sa tem­
ber 24, 1974 for further information concerning the contractp 
enaerhd into on August l, 1968 between Marine Chartering Co Inc 
an t e U.S. Department of the Interior/Trust Territory Gov~~ent 
for water transportation in the Trust Territory, and for informa- ' 
iion concerning subsequent events, this letter will attempt to 

st the pertinent events in their chronological order. 

Marine C~tering CQ.', tnc. prepared and submitted to 
the U.S. Department o~ the Interior in Washington D c and to the 
High COllUJlissioner st Saipan a proposal to furnish'both

0

interisland 
and UfS./Far Eaat/Tru4t Territory water transportation on a ten­
r,ear ranchise basis. The proposal was submitted in response to 
Solicitations for Propo1al1 for Trust Territory of the Pacific 

Islands Water Transportation Services Col11Qlencing On or About 
Sfeptember l, 1968 . " All negotiations were conducted at the Office 
o Territories in Washington, with several officials of Interior 
i~cludina Mr. Milner, the Acting Director, Office of Territories' 

e terms of the contract were, in the final analysis ne otiated 
primarily•by Mr. Herbert Blatt, of the Solicitor's Officeg Depart-
ment of the Interior . ' 

Following negotiations, a contract was executed on 
August l, 1968 between Marine Chartering Co., Inc. and the Govern­
ment of the Trust Territory of the Pacific Islands (and signed by 
Mr . Milner), a copy of which is attached hereto . The contract 
was thereupon assigned by Marine Chartering Co., Inc. to Micronesia 
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Interocean Line, Inc . (MILI), a newly-formed company in which 
Marine Chartering held 210,000 shares of stock. Mr. Kiskaddon 
served as President of MILI from its formation until his resig­
nation in February, 1971, when the name of

11
the company was changed 

to Transpacific Lines, Inc. ("Transpacific), a Micronesian cor­
poration. 

MIL! assumed the Micronesian shipping operation under 
the 1968 contract with approximately three weeks' notice . There 
were no records left from the previous operation as a result of 
a typhoon and the Marine Chartering management had to develop the 
shipping ~peration from scratch. Approx~tely 507. of the cargo 
MIL! carried was for the High Commissioner s office or for some 
other agency of the U.S ._ Government. 

The 1968 contract required a rate review annually, and 
at the first, in the winter of 1969, a rate increase was requested 
on the Japan and Guam operations. The requests were turned down, 
~ith some minor adjustments. Both the Japan and Guam operations 
were running at huge losses, approximately 257. below cost . 

The second rate review board in February 1970 was asked 
to grant rate increases, but it adjourned without a decision. 
Selective rate increases considerably less than requested were 
accomplished only by direct negotiation with Mr. Wayne Thiessen of 
the High Commissioner's transportation office. Inteturn for the 
rate increases, Mr . Thiessen required a change in management com­
pensation which reduced the prof it-sharing incentive and raised 
overhead considerably . 

In 1970, the High Conmissioner was enforcing his will 
upon MIL! in exchange for giving increases in rates which had 
been contemplated under the 1968 contract. 

In its second year MILI's capital had eroded, and at 
the end of that year it was in desperate need of rate relief. The 
experience of the second year taught that amortization of assets 
had to be faster than anticipated due to island conditions, and 
that the claims experience had been underestimated. 

The rate review board met in February 1971, and at 
a roximately this time Mr. Thiessen demanded that Mr . Kiskaddon 
r~~ign as President of MILI . Various changes in procedures were 

James Bierne, Esq. 
September 25, 1974 
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made upon the demand of the High Co111111issioner under a document 
called Agreement No . 22. Mr. Thiessen granted substantial 
rate increases as requested in return for these concessions 
from MILI . 

The 1971 rate increases covered the Far East and Guam 
and were sufficient by calculation to make up the losses rapidly, 
The rate increases granted went into effect on voyages beginning 
in May, 1971, and the dock strike on the U. S. West Coast began 
in June, 1971. There was no opportunity to profit from the rate 
increase prior to the dock strike. 

After the execution of "Agreement No , 22," in February, 
1971, Mr. Thiessen and a Mr. Echols, a consultant to the High Com­
missioner employed since late 1970, injected themselves very much 
into the MILI operation. There were weekly function reports sent 
to them. Cash flow and financing arrangements were closely super­
vised as were overhead systems and all methods of operation. 

During September, 1971 the tension between the High 
Commissioner's office and MILI seemed to increase, with MILI still 
strikebound. One reason for this tension was the High Commission­
er's appointment of a steamship agent in San Francisco for no 
apparent reason. 

In September, 1971, Mr . Kiskaddon received private infor­
mation from the Trust Terr:f.tory Attorney General's office in 
Saipan that the High Commissioner might attempt to call down the 
$500,000 MILI performance bond . This bond was annually renewable 
on September 24. 

Because of the rumor concerning the possibility of the 
High Commissioner's office calling down the bond, which was in 
the nature of a letter of credit issued by Barclay's Bank rather 
than an indemnity agreement or guaranty, the bond was allowed to 
expire . This bond was a contract obligation of MILI arranged by 
Marine Chartering in the beginning and renewed thereafter as a 
credit accommodation to MILI as MILI was unable to raise bond due 
to unremunerative rates . 

On or about September 29 , 1971, a cable was received 
from the Trust Territory Attorney General by Barclay's Bank demand­
ing the $500,000; and when the reply was negative, the High 
C011111issioner gave M'ILI's president on or about September 30 a 
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TRUST TERRITORY OF tHE PACIFIC ISLANDS 
Office of the Uigh Camnissioner 

Saipan• Mariana Is~ands 96950 

• EJCECu'J:IVE ORD.ER NO, 110 

App()I
,.......,..Nt O.F RECEIVER FOR TRANSPACIFIC LINES, I~C. 

Sybject: n•• .... 

WHEREAS, there is sufficient evidence to indicate that :rransPacific 

i CO
rporation, i• now insolvent; and 

Lines, Inc., a Trust terr tory 
of transPacific Lines, Inc., has 

WHEREAS, the managing director 

...........-.------ ..... 
resigned h 

Lines, tnc. 
. WHEREAS, the ahareholder• represented at the annual ehareholder• 

12• 1974, h~been unable to act because of 
meeting called for February 
a temporary r•straining order iasued againat the shareboldare and a 

• 

trustee of a 1ubstantial nUlllher of shares of tranaPacific Linae, Inc., and 

Wl~REAS, the present board of directors at its meet:na on February 13, 
0 of the lack of quorwn; and 

.1974 has been unable to act because 

i C
oll'l'llittee of the Board of Directors of the 

WllERE~ • the execut va 

corporation haa been unable to act because of lack of quoru111; and 

wimREAS, the general counsel of transPacific Line•• tnc. has filed 

. voluntary receiverahip in the lligh Court of the t.ru•t 
an application. for 

1974. and ha• been unsucce11ful in having a 
territory on February 15, 

receiver appointed; and 
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WllEREAS, M/V Lotte Re~th, the prim• carrier of transPacific Lines• 

Inc. with at· least two thousand tons of cargo from the Far East ports 

~~,tia•d tG truat T•~•ic•iry...ooneisn60e, is· now i~ danger of being divertc~ 

by t~e owner of tha 1hip to enable the owner to sell the cargo on th• 1aid 

,,hip to pay for charter hire payments pra1antl7 outstanding; and .. ... 

WHEREAS , there i• praaantly a substantial Gumber of container• at the " ,, 
Comm•rcial Port of Guam for transshipment to Trust territory ports and 

there appear• to be no capability in the TransPaciflo Lines, Inc. to 

deliver these containers to th~ir destinations; an~ 

WHEREAS, t~e situation bas now ao 'eteriorated that there is a danger . 
of apoliation and waste of corporate assets, massive filing of claims, and 

·complete di&ruption of service required to be performed unde11 the Water 

Tranaportatlon Agreement of 1968; and 

WHEREAS, condition 5 of the Charter of Incorporation issue~ to tran1-

Pacific Lines, Inc. on August 22, 1968 provides the following: 

"If at any time an inspection of the books and rcoords of the 
corporation by an auchorized reprQ~entative of the GQvernment 
or by the Registrar of Corporations of the trust Territory, 
reveals impairment of capital or management prectices endahger• 
ing the solvency of the corporation• the High Co111111ssioncr may 
take &uch steps as are necessary to protect the equities of 
creditor• and stockholders, including the appointmen~ of a 
receiver and diS&olution of the corporation." 

WHEREAS, the public representations of the corporate 11opre1enta~ive1 

clearly reveal impairsnent ~f capital; and 

WHEREAS, it is in the best interest of the creditora, stockholders, 

shippers, consignee1, employees of transPacific Lines, Inc. ~nd the people 

of .the trust territory t .hat a receiver or receivers be ,appo$.nted to protect 

the equities of all.parties concerned; 
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Deputy High Commissioner of the NOW, THEREFORE, I, Peter T. Colenian, 

Trust Te~·ritory of the Pacific Islands, acting in the absence of and with 

, the High C011111issioner who is without the geographical the .. concurrence of 

• Territory, pursuant to a11thority ..-ested in me by law, limit~ of the Trust 

the corporate ch~rtcr and Secretarial Order No. 2918, as amended, hereby 

Inc., a Trust Territory corporation, to declare the TrensPacific Lines, 

be in a state of insolvency and therefore place .said corporation in 

receivership, and appoint Mr. av • D id M Sablan of Saipan, Mariana Island•, 

~a. receiver with full ~uthority to act in the beat ~ntere•t• of all partie• 

/ 

~en~ral welfare of the entire people of concerned, especially with the o ..,.. 

Micronesia being uppermost; that said receiver shall make biweekly ·report• 

a. to the affairs of the said corporation. to the High C011111i1sioner 

h t set Vf1 hand and af fix~d my IN WITNESS WHEREOF, I have ereun o 

this 15th day of Febru~ry, 1974. 

Peter T. Coleman 
Deputy·High Commissioner 
Trust Territory of the Pacific Ia lands 

ACKNOWLEDGEMENT OF ~ 

seal 

I hereby acknowledge receipt of the original of the above letter at • 

,, Saipan, Mar ana i Islands, on Friday, February 15, 1974, at ; . ,. P.M. 

I I 
\---~·--=-~~~;-:;:;-;::::-~~~~­

D<lvid M. S<lblan 

., .... 

Receiver 
TransPacific Linee, Inc. 

II 
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OFFICE OF TH.... ...~£;1i\1{Y 
WASHINGTON, D.~,' 20240 

... ,• ,..~ 

--~· • J .• 

, i JUL 9 1974 
I 

Desr Mra. ll.wa1m: 

We hnve te~cntly' benn notiffod o~ 110111e e111ergcmcy cxp~ntH turcs hv 
tho Trust Territory of the Pacific blonds to rncet obligntione 
ari&~f-th• -financial collapse of 'TriiriiiPiicUTCtiries, · 
Inco~~t·ed,- the shipp~ng company which had exclusive rights to 
move ocean carao in the Trust Territory, Thia ia to apprise you 
of the situation that presently exiata, possible ramifications,. 
and the atepa being taken to aaeliorate the eituation. 

In February 1974 the Hign Conaiasioner of the Trust Territory of 
the Pacific Islands ordered .the disaolution of TransPacit'ic Linea, 
Incorporated, and appointed a receiver. The receivership, having 
virtually no aase~s, waa faced with delivering vitally needed c~rao 
to the far flung i~landa, and the major problems were: 

(l) There were in excess of 400 containers of frustrated 
(undelivered and apparently undeliverabla} TRANSPAC 
cargo on Guam, at least 500 tons of non-containerized 
frustrated TRANSPAC cargo on Gu11J11 and at least 70 addi-

, tional containers of TRANSPAC cargo enroute to Guam. 

(2). Due ta the company's failure to pay charter hire since 
Januar1 1 the owner of the MS Lotte ~eith waa threaten~na 
to divert the ship (then enroute Yokohama to Saipan} to 
a Par East port and sell the approximately $2,000,000 
worth of cargo (primarily non-government} on board. 

(3)' At least $150,000· worth of liens were wa~ting for 
TRANSPAC.'a principal ship (MS Lotta Raith) 'if it 
attempted to enter Guam, 

(4). Payrolls for one hundred ahoreaide and seagatng TRANSPAC 
employees were in danger of not being met. 

(5) Two ahipa (Trust Territory Government owned but chartered 
by TRANSPAC) were in porte"with cargo aboard and could not 
proceed vitb their VO)l'.•I .. without aajor f:laaiac:Ul eHiat• .•nee. ... 
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Tho Trust Terril Goverinent took -:rqenc:y aotlon to meet th• 

.i:>ov• by expondi,, • 
(l) $861,000 Funds advanced to tho Receiver to 111eot adnliniatra• 

tivo operating costs, to eliminate indebtedness 
(charter hires) that was preventing ships frot11 
1110ving, and to pay certain charges (storngo, 
container rental, stevedoring, barge rental, ate.) 
noccasary to free car<;10 and arrange for its ahiPll~• ol 

(2) .90,000 Paid by tho Goverment for the redelivery and aub'­
aoquent drydocking of a gover111111ent-owned ship (MS 
Gunner'• Knot) that was on cherter to ~NSPAC. 
TRANSPAC was liable for the•• coats. 

177
1

000 The emergency was COll\pounded when a ba:rq•r operati""' 
under the authority of the receiverahiPr aunlt with 
$177,000 in 9ovemiaent oa1t90 aboard• 

$1,128,QOO To~l emerg•noY expenditure 

These expenditure• were made in FY 1974, and at this ti!M it ia not 
119ssiblo to oatilllate additional expenditures whioh iaay l>e inourr•d in 

FY 1975. 
Stopa have been taken to absorb these costs by reduc:in9 expenditures 
for equipment, supplies, and travel in all progra111 areas. It will be 
several weeks before the results of this action are kl\OWll• AB respaotlt 
the loss incurred when tpe barge sank, th• Ponape Diat~ot to whioh 
the cargo was destined must bear tho full. brunt: It will. probably be 
necessary to · reduce tho scope of some FY 1975 projeota ~f the•• fum\11 

' are used to cover ~o lo••. 

Finally, when tho diaaolution ·of the receivership ia c:oinpleted, the 
Trust Territory may recover some portion of the foregoing 111DOUnte, 
but an estimate would be p:nmature at this ti1110• currently, there 
are several shippitlg lines providing aorvioe to the Tru•t Territor)' 

. on a c0l!IP9titUI• ba•i•· Thia has resulted in reduoed r'lt .. , and 
tho Trust Territory Government is hopeful that this vu+ piovid• a 
sound baaia for depena.111• aervioe in th• fUtur•• ' 

,· . 
,. -a-
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.. Sincnrnty )'•mro 
' ' . -_,1 

(sgtl) Roy~ton C. Hughes 

... ll 

6!sistaQt Socr~tary ' of tbe Iatar 

oaornbb Julia 11 1 · · • 
. Intacf.or Subcoaml~: or llaosco. Ch41.nio.n 

.. : .. 
" ....• i . . \,' 

;• 

l~ou11Q of Aopreoon.ca:~v:: Appropr14tioaa 
. . • ~11111.uiaton, n.c. ZOS15 . . .... 

Identical letter aent to1 

:iionorable Alan Bible ' Ch i · 
Interior Subco i • • rman 
United States ~n!::• 00 Appropriation• 

, ..• ~ Washington, D,C, l!OSlO.. ' . • .· ·" ; : ' · ·" 
. ... ' ' ,· .. , . -f:';l't· .. : 

· .. ,cc:': \liQ~. Edward E. Johnston . ; :?.':":! · 
' li1gh Conmi ss1 oner . ! .. , ~ 

Trus.t. Territory of the . ' . t 
·· Pacific Islands . 

· ~ . Saipan. ·M!lri;na Islands 
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TRUST TERRITORY O· , HE PACIFIC ISLANDS 

TO Attorney General DATE1 8/J/74 

FROM Director of Finance 

SUBJECT: Amended Claim Against TransPacific Lines, Inc. 
and its Receiver 

This constitutes Trust Territory Government's second amendnent to 
its claim against TransPacific Lines, Inc. and its Receiver. 
This amencknent is necessary to account for payments received 
and adjustments made after our last claim. Subject claim 1s 
amended as fo~lows: 

1. TransPacific Lines, Inc. was, at February 15, 1974, and 
still ls indebted to this claimant in the amount of 
$486,835.63. 

2. Court appointed Receiver of TransPaciflc Lines, Inc. was, 
from February 16, 1974 through Febr11ary 25, 1974, and 
still is indebted to this claimant in the amount of 
$213, 702. 22 . . 

3. Court appointed Receiver of TransPacffic Lines, Inc. was, 
during February 26, 1974 to date, and still is indebted 
to tois claimant in the amount of $873,887.26. 

Statements of Accounts prepared as of July 31, 1974, are attached 
for your immediate reference. 

Although amended and updated, the T.T. Government reserves the 
right to modify this claim as new infonnation 1s received. 

R.A. Peterson 

cc: 
RECEIVER 
TransPacific Lines, Inc. 
P.O. Box 468 
Saipan,, Mariana Islands 96950 
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J~HN F, MEADOWS - RECEIVER 

TRANSPACIFIC LINES, INC. 

CASH POSITION REPORT 

AS AT OCTOBER 31, 1974 

CASH BALANCE - OCTOBER 15, 1974 

CASH RECEIPTS - OCTOBER 16 - 31, 1974 
Per Attached Statement.• 

CASH DISBURSEMENTS - OCTOBER 16 -
31, 1974 

Per Attached Statement• 

CASH BALANCE AS AT OCTOBER 31, 1974 

159,339.43 

2r,035.25 

161,374.68 

18,591.83 

142,782.85 



APi>END1x VI 

Summary on the southern Pe1eliu ship repair facility (Port Nixon) 







SUMMARY OF FOREIGN EXCESS PROPERTY REVIEW AND INVESTIGATION 

REPORT 

REVIEW 

A review of Forei~n Excess Property was performed at the Procure­
ment and Supply Division of TTPI and the Marianas District Office. 
The review was performed to determine what controls were being exer­
cised by TIPI over the acquisition, use and disposal of the property. 

(249) 
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REVIEW OF FOREIGN EXCESS PROPERTY 

Foreign excess property for the Trust Territory of the Pacific Is­
lands ( TTPI) is acquired from several sources. A significant portion 
of the property is acquired from U.S. Military forces in Okinawa. To 
ar,sist · · · p1· pt>rt. , TTPI has a · · Office in Ok" -
nuwa (L mawa). 

A review of records of the P rocurement ah upp y iv1s1on of 
TTPI and discussions with TTPI officials revealed the following prob­
lems in the acquisi.tion and management of foreign excess property. 

LACK OF GUIDELINES FOR REQUISITIONING AND ACQUIRING EXCESS 
PROPERTY 

TTPI has not established adequate guidelines for requisitioning 
and acquiring excess property. Consequently, there is little control 
ever these activities as discussed below. 

INADEQUATE JUSTIFICATION FOR REQUISITIONING PROPERTY 

Any department or acfo·ity having access to funds can requisition 
nny type property, without regard to the mission and objective of the 
department or activity. Departments or activities are not required to 
justify their need for the property requisitioned and therefore have 
sometimes acquired .property for which they have no apparent need. 
For example, a refrigerated cargo barge was acquired by TTPI on 
August 2, 1972. It was later determined to be in excess of the needs of 
TTPI and sold i ~ pril 1 7 .. 

USE OF OPEN ACCOUNTS BY LNO/OKINAWA 

The LNO/Okinawa is provided open accounts by departments or ac­
tivities to acquire foreign excess property before receiving a requisi­
tion for such property from the department or activity, 

NO FEEDBACK SYSTEM AS TO WHY REQUISITIONED PROPERTY HAS NOT 
BEEN~ 

A feedback s_ystem in regards to property acquired by LNO/Oki­
nawa and requisitioned by a department or activit;y_ needs to be im­
plemented. A summary of property transferred to TTPI (Headquar­
ters and Marians District) via !"NO/Okinawa was prepared. The 
summary contained 588 line items. There were 34 7 line items ( 59 per­
~ent) which could not be accurately accounted for because a properly 
1rnplemented feedback system has not been established. 

(251) 





lNVEsTIGATION 

The investi~tion focused on alleged irregularities in the operation 
of TTPI's Liaison Office in Okinawa (LNO/Okinawa), and in the 
shipment of property in violation of DOD regulations. In particu­
lar, the questionable acquisition, rehabilitation, and suosequent 
operation and disposal of several refrigerated barges were exammed. 
The overall accountability for Foreign Excess Property acquired by TTPI was also investigated. 

(255) 
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Sakuma, and subsequently entered into a contract to buy the surveyed 
property for $1,000. Thorpe initially paid a total of $600 to Sakuma 
and his son, Benjy, and executed a contract for the transaction. Later, 
when Thorpe attempted to remove the property from its location, he 
was advised by the Palau District officials that the property had not 
yet been formally released by the District Administrator. Subsequent 
attem.Pts by Thorpe to obtam the property through contact with the 
District Administrator, the Attorney General of TTPI and the High 
Commissioner of TTPI all met with negative results. Thorpe con­
tended that the entire disposal process in the Palau District was not.in 
accordance with the appropriate disposal regtilations, and he main­
tained that he should have been allowed to bid directly on the property 
·and should have not been required to deal with Sakuma. He contended 
that the order to deal through Sakuma was a directive in a payoff to 
some officials. Thorpe at no time contended that anyone asked for any 
kickb~ck or bribe during his attempt to obtain the generators in 

question. Prior to Thorpe's arrival in the Palau District it was a normal 
practice that all surveyed scrap was either purchased outright by, or 
donated to, SakumR.'s scrap firm in the absence of any other licensed 
dealer in Palau. When Thorpe came on the scene and made his in­
quiry at the Public Works office in the Palau District, the district sup­
ply officer Mr. Frank N. Malsol referred Thorpe to Roland Sakuma. 
Malsol stated that he referred Thorpe to Sakuma only as an effort to 
assist Thorpe in obtaining the desired generators. 

When Thorpe made an inquiry again, in person, concerning the 
acquisition of the generators and scrap material, Malsol told Thorpca 
that he did not know for sure at the time what was being done wit.I 
the property since the survey had not been completed. Malsol further 
stated that in all likelihood the property would be turned over to 
Sakuma as scrap. He also showed Thorpe copies of the survey papers 
which indicated that all the diesel generators being surveyed would 
first be stripp~d of all useable parts and in effect be reduced to scrap. 
He said that Thorpe was aware that the generators were not to be sold 
"as is" as the documentation clearly indicated that all useable partlf 
would be removed. Malsol further stated that in his thinking he 
directed Thorpe to Sakuma as the only licensed dealer in scrap on the 
isl~nd, an~ bec.ause of ~he ia~t that Thorpe was .not registered for 
domg busmess m the Micronesum Islands. (In an mterview with Mr. 
Carl E. Arnold, Chief Procurement and Supply for TTPI, Arnol41 
stated that ~t was unfortunate that Thorpe was initially referred to 
Sakuma as it would have been proper for Thorpe to bid directly for 
the property and deal directly with TTPI District officials. Arnol4 
noted, however, that Thorpe's referral to Sakuma was merely an 
~ortu~ate _event and, for what '!te _had ~earned during the subseq 
mves=ns, there was no cnmmal mtent nor wrongdoing_ on t e 
~ .. "oh aealing with 'J,')+QJ:pe.) -

Page 2 ()I the survey report states '"It is recommended that all eqlip­
ment 1isted on the teverse hereof be sUrvexea and age a11 ustMl>le 
parts, remains be destroyed and scrapped. ' This is repeated on all the 
survey reports, the wording is usually changed but the intent is the 
same. "Survey and salvage useable parts." 
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One of Thorpe's allegations was that of the . 
Tot ':£'rust Territory property and could ~1brnerators, two were 
herrl1dtory. He stated that they were US Go sold by the Trust 

s op ~ave been surveyed throu h GS overnment property and 
re~1ew, it was established that one ~f th ~ andld sold separately. In 
qmre? ?Y the Trust Territor e SIX so was a generator ac­
Admm1stration and not thr~u~r~LJe~ ~rom the General Services 
sfcph property ~ould have to be handl:d ~nd10~h Department. Sales of 
o roperty Disposal and f d . er e Federal Regulations 
Treasury. any un s received deposited with the U.S. 

After the six generators were d on bid they were sold in accord remove from the survey and placed 
p1d the money obtah~ed for fiv:~C:n\0 ~:hTTst 1eTi~ry regulations 
ursoceTeds from sale of the one acquired fro;: GSA erntory treasury. 

. . reasury. were returned to the 

Thorpe's contract of 8 Ma 1973 . frstlpar~y, for and in considerationw~~\~oland Sfak$uma, reads "the 
ia~1c paid, the receipt of which . h e sum o 1,000.00 cash in 

gamed and sold and do b this r~ ereby a?knowledged, have bar-
to. the second party the f~llowi~ d nce?!:Jgam, ~II, ahen and conve) 
Six generators and scra gl esc!l machmery and parts. (1 
weight (2) Th d P meta s with approximately 250 to · · · e secon party will · d ns m 
hour, a truck crane for $10 00 trov1 ea dump truck at $7.00 per 
rental price, the rental payme~~rsh~~ri; lob-~d for the government 
on a weekly basis after invoice . ~ su m1tted by the first party 
Palau District Supply and Palau1D~~1~e~ 16'u the first party. (3) If 
transfer and convey some f th nc. u. c Works do not release ~oland Sakuma Company ~n or bef~~~unenes mentione<;l above, th~ 
shall have no binding affect 0 . , this agreement 
signe? ~y ~akuma and Thorpe 0~ M~he~ )~~es." This contract was 

This md1cates that Thor h Y ' · that Sakuma did not own t'f:: s ould have been well aware of the fact 
on the anticipation of Saku property !lnd that the contract was made 

br~lea.sed, and if he did not ~:t ~h1vmg the property if and when 
mdm~. e property the contract was not 

Dunng the course of the purcha f h of the files and the statements take~ b these gen~rators, from review 
Thorpe was interested in parts fr Yt~ e NIS it was apparent that 
generators and parts . th om ese generators, both on the 
"on-shelf" .Parts Fro~n th e storage shack which were known as the 
the people m Public Work~ ~Irey hlport and from the statements of 
to be removed. There was no in die~. e ptahrts from the generators were 
were included in the sal ca wn at the "on-shelf" spare parts 

I f e or survey 
n con erence with Mr Will' · N b 

Saipanl Mr. Nabors stated that i;~1!1 ~ ~rs, Thorpe's attorney in 
would be a suit against Sakuma f IS OJ?Imon, Thorpe's only recource 
that the paragraph (3) of th ' or h1~ advance payment. He feels 
well a ware that he was dealin~ COI}-S~.act is clear and that Thor.Pe was 
rjlease of the generators in que;io ~ ~n wh~ was anticipatmg the 
c ared excess scrap. Nabors was o n o Ill! ~ en they would be de­
&nd useable part issue could not bef the odp1;llion that the spare part argue m Thorpe's behalf. 
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Nabors further stated that the Trust Territory, as a separate gov­
ernment entity, first must grant permission to the plaintiff to be sued, 
and in his opinion this permission of suit would not be forthcoming. 

While in Guam, this investigator conferred with Mr. WiUiam 
Powers, the Property Disposal Officers for the Marianna Islands for 
the Department of Defense. Mr. Powers informed me that he has 
now had several requests from the Trust Territories to prepare for 
sale and sell for the Trust Territories their excess property, in the 
same method as sales of Federal Property under the Federal Prop­
erty Disposal Regulations. The sales would be made, and from the 
receipts of the sales the federal property disposal officer would take 
out the expenses incurred up to 20% of the receipts of the sales. 

-

Al>PENnrx VIII 

L~ti~~ea~~1ff~dd t<? Federal age;Ilcies and others pursuant to the Com-
t' th s n ings al?ng w1t.h the resPonses received prior to the ime e report was printed 
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~CnH~et ..!i>ia£e.s ..$8UQ:W 
COMMf'YTK« OH 

J'~fOlll ANO JJlr.ISULAft Af'l'AI ... 

WAaHJNOTON. D.C:. .ZOSIO 

Ni>vember 26, 1974 

Honorable Roa•re C, B. Morton 
Sacr~ry of lat•rior 
W.uhiAgton. D. C, 20240 

M'.· dear .t.lr. Secretary: 

Ae you are aware, the Subcotnn'.ittae 011 Tarritoriee and 
Li.aular Aifain recently conducted a h.aring oil the Adminietratlon'• 
propoaal to increaae the a11thorizatlon ceiling for thlt Tru.t Territory 
of~ .. ?ac:ific f'rom the preaent $60 million In FY175 to $75 milUoll. 

The tutlmony pr .. eated at tlie hearillg did not coavey any 
S1J11.aa of lll'gency for the req11eet. Due to the Incomplete nature of the 
te.timon7 pr .. •ated, I requested that m9mbers of the Committee etaff 
"iait thit varioa.11 dt..trtc? to deten:UD8 the c11rrent eitaation with raapect 
to the basic n••d• of the people. They have reported to me that aevel!'al 
Dl..1trict .Administrator• vi- the ceilip.g iacreaa• aa critical for various 
tauona, rangillg from the increaaecl coet of fa•l to run gen.trators to 
•sa•11tial 00.p&tal euppU.a. 

I would like to request that you anbmit to the Committe" as 
soon aa poaeible a liat of thoee budgetary it•ma wblch are critical 
to r.be buic wel!are of the Trust Territory, ao that the Committee • 
can proceed ~tlOIUlJ' to consider th• iAcraaee. 

HMJ:jbll 

Sincerely youra, 

Henry l.i. Jackson 
Chairmall 
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United States Department of the Interior 
OFFICE OF THE SEqliETARY 

• WASHINGTON, D.cf.""'fff~,,,, 
{":0 i-ir-),..:, CJ.l~1i 

1 /Jr . r 1111 1 1974 
orr; . 3 1974 /1 I uc-c.: . 

DearMr.Chainnan: . LJUr~ 16 1
974 

In your letter of November 26. 1974. ~-t~lt.tLL we submit a 
list of budgetary items which are critical to·t!\;;lllfMl;ic welfare of 
the Trust Territory of the Pacific Islands. 

As you know. in conjunction with the ongoing political status 
negotiations. we are seeking to accelerate progress in infra­
structure programs. as well as keep pace with the demands in other 
vital areas such as health services, education. and inter-island 
field trip service. 

We hope that this presentation will adequately convey our sense of 
urgency. Understandably. some items are more critical than others. 
Members of your staff have just returned from a factfinding trip to 
the Trust Territory which included observing the conditions of the 
field trip vessels. They are also keenly aware of the burden that 
rising fuel costs have put on existing operations. We believe our 
justific~tions will confirm their findings. 

Our ranking of priorities for the proposed $15 million increase in 
FY 1975 is as follows: 

1. $500,000; Medical Supplies and Referrals 

Increasing capabilities in health services for Micronesia's 
115,000 peopTe require an increase of drugs and medical 
supplies. The costs of drugs and supplies have jumped from 
$700,000 in FY 1972 to $1.485,000 in FY 1974. The original 
1975 request could not anticipate spiraling cost increases of 
this magnitude. Coupled with this. air fares have risen about 
20% which is rapidly depleting funds for medical evacuees. At 
present, to meet these costs. it is necessary to take them 
from other medical areas, at best an undesirable alternative. 

2. $2,555,000; Operati ons and Maintenance; Categori es of use fol low: 

a. 2 055 ooo· Fuel Cost Increases and 0 eration and Maintenanc 

These funds are required to cover unanticipated, and therefore 
unbudgeted. cost increases for fuel and supplies. At the time 

CONSERVE 
AMERICA"S 

ENERGY 

Save Energy and You Serve America! 

b. 
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~~:r~r~~!n~~ !~~~t Ter~i~ory ~udget was being prepared, 
fuel costs. Sinc~Yt~~~s~~; ~;i~ei~~ ~iten~ant skyrocketing 
increased 84% from 20¢ 11 ese fuel has 
88% from 22¢ to 41 4¢ per g~l on to 36.7¢. Gasoline is up 
products such as l ~er ga on. The cost of other oil 
almost k;pt pace wi~~r}~!~ts,T~olve~ts, afnd.gr~ases, has 
maintenance su l. · ~pr ces o lncidental 
FY 1975 budgetp~a~e~o~~~a~!~~ increased sharply since the 

!~~ii~~~~fi~~n~~b~~e~~~w~a;~~ ~~s;~i~~ti~n o~ th~ $2,~55,000 
consumption and purchases of suppli~s~re re uct1ons in fuel 

($000) 

Amount Additional 
Initially Current Amount 
Budgeted Est. Cost Reguired 

Diesel Fuel Oil: 

Po~er Plants (est. 8.7 
million gals.) ••••••• $1,740 $3.193 $1,453 

O&M (est .• 6 million 
gals.) •••••••••••••••. 120 220 100 

Gasoline: 

O&M (est • • 95 mil 1 ion 
gals.) ••.•••.••••••••• 209 393 184 

Supplies:* 

Power Plants .••••..•••• 641 769 128 
O&M •••.•...•••••..••••• _Lill_ -1..t.ill. ~ 

$4,053 $6, 108 $2,055 

* Includes all other POL 
tools, parts, etc. 

(lubricants, etc.) as well as small 

$500,000i, Fuel and Operati ng Costs for Inter-island Ships 

Th1s 1s required for the Sea Transportation pro ram 
tr1m~rfly ~o coyer.increased costs for the oper~tio~ of the 
rus err1tory s inter-island ships Of the total a 

!~5~h~o~1 istrequi~ed to support additional operating~~~;· 
ee resu ting from the fuel price increases noted 
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in the preceding section. Abnonnally high drydocking costs 
required to keep these old ships in operation and price 
increases for supplies and equipment account for the 
remaining $250,000. 

3. $9,000,000; New Inter-island ShiP$ 

Trust Territory inter-island ships are virtually the only link 
that Micronesia's outer islanders have with the district 
centers and the rest of the world. 50% of Micronesia's popula­
tion lives on outer islands. This large segment of Micronesia's 
people is dependent upon the Trust Territory's ships for food, 
medical supplies, medical evacuation, student movement, trading 
goods and building materials. They are also used to transport 
outer-island cash crops such as copra and vegetables to the 
district centers. Without reliable service neither the supplies 
nor the money to buy them will reach the outer islands. 

The present inter-island fleet (except for one new replacement 
ship) consists of eight small, grossly inefficient and obsolete 
ships. It is estimated that the fleet is in for costly repair 
approximately 2 months out of a year. The ships are expensive 
to maintain and, at best, are unreliable in keeping to their 
schedules. This unreliability causes great "dislocation" in 
the economy, e.g., copra production (for export income) slackens, 
some construction schedules are delayed. 

The need for prompt replacement is extremely urgent in light of 
the spiraling cost of ship construction. The Trust Territory 
began planning for ship replacement in 1971 and received 
sufficient money for one ship in FY 1973. $9,000,000 is required 
in FY 1975 in order to secure 5 of the 8 replacement ships. 

The first ship in the replacement program, especially designed 
for its mission among Micronesia's widely dispersed islands, was 
completed in August 1974, and is now successfully demonstrating 
its utility in Trust Territory inter-island shipping. 

Like the first, each of the 5 additional ships will be 1,600 
gross registered tons, 242 feet long, able to cruise at 15 
knots with a cargo carrying capacity of 800 tons, and will be 
manned by a nonnal complement of 14 men. They will carry up to 
thirty-six 20-foot containers and have a special deck crane to 
pennit operations at all outer-islands with varying types of 
port facilities or with none. Since the ships will be built in 
a more developed country, we avoid the logistics problems 
presently encountered with regard to on-site construction in the 
Trust Territory. The Trust Territory is simply a contracting 
party and the disburser of funds. The sooner the ships are 
purchased, the more the United States taxpayer will save on 
construction costs (by avoiding inflation) and on old ship 

- .J, -
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maintenance (by bringin th . 
ing for two additional ~hip: ~~l~h~hs obn line earlier). Fund­

en e requested in FY 1977. 
4. 11,484,000; Yap Hospital 

The present hospital built 
is bad!y deteriorated and cl!~~~;d.th~ old Jap~nese hospital, 
expans1on. Good efforts b . 1na equate w1th no room for 
medical personnel have cont·pub~1c health officials and other 
use the hospital rather th 1nce more and more Micronesians to 
thus taxing the present fa~~l ~~ly bon tr~ditional "native" cures 

l Y a ove 1 ts capab'fl iti es. • 
A plan for a new hospital 
inflation. $4,245 000 in ~~sl~~~pjet~d in 1973 before rampant 
the project. The ~nanticipated esc~~ ~.were appropriated for 
construction materials re . . ~ lon of the cost of 
the b~sic.plan, as we do ~~ir~!e~dd1t1onal '.unding to now meet 
of th~ s .d1 strict center hea 1th fa ~h1 ~tt c~tt1 ng back the scope 
solut1on. Cl l Y 1s a good alternate 

5. $166,000; Dispensary Matching Funds 

The only health facil·t . 
scattered in remote v~1fa a~=l~~~le to a~out 60,000 people 
manned by a health aide o~ nurse ouf~r 1s!ands are dispensaries 
for 115 dispensaries of which 70 h er~ ls a total requirement 
construction. This ;e uest ave. een or are now under 
~uld enable the TrustqTerri~~ld prov1d: matching funds which 

$
H1ll-Burton Act for 26 addition~] t~.rece1ve.$1,500,000 under the 
1,500,000 will be lost to th 1spensar1es. Half of the 

obligated prior to June 30, 1~7~~ust Territory if it cannot be 

6. 1150,000; Developmental Planning Studies 

The Trust Territory Government f 1 . 
u~dertake the preparation of ee s it 1~ now imperative to 
alm:d at providing goals and ;uf~~~ehenj1ve ~evelopment policy 
a dlfferent political status Th: n~~l or Mlcronesians under 
areas such as the structure ~f ls w1 cover a multitude of 
gov~rnment; standard of living·w~~es and em~loyment under a new 
ach1eved without specific tim 'f lrm econom1c goals to be 
these goals. e rames; and a plan to implement 

It is our obligation to u d 
particularly in view oft~ erta~e.a plan of this nature, 
made towards ending the tr~s~~~~~~ca! progress which has been 
beneficial to the United 5 P 1 ~ a manner mutually 
Congress of Micronesia con!~J:;sa~~iM1cronesian citizens. The 
has expressed its int t s extremely important and 
support this vital un~~rt!~i~~~vide an additional $100,000 to 
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7. jZ00.000; Architectural and Engineering Revolving Fund 

$400,000 is available to cover $600,000 worth of FY 1976 and 
'77 design work for Capital Improvement Projects. Although the 
fund will be reimbursed from CIP money when it is appropriated, 
enough design funds must be available ahead of time to insure 
the projects begin when funding is available. This is part of 
a Trust Territory effort to improve management of CIP projects 
and avoid construction delay. 

8. $945,000; FY 1974 Deficit 
Many of the problems of the Trust Territory arise out of trans­
portation inadequacies. The ocean shipping company which had an 
exclusive contract with the Trust Territory to provide this 
vital service, did not fulfill its obligations, and in order to 
remedy the situation it became necessary for the High 
Corrrnissioner to place the company in receivership. The Receiver 
found virtually no assets available to continue operations, and 
the Trust Territory Government felt compelled to advance 
$945,000 to the Receiver because of an urgent need to keep 
government cargo flowing, and to insure that other private 
cargo was delivered to the proper ports. To do otherwise would 
have resulted in lack of foodstuffs for many people throughout 
Micronesia. These funds got the charter ships moving, 
container rentals paid, and otherwise relieved enough TRANSPAC 
indebtedness to move cargo. 

In addition to these basic program requirements, there is, as 
you know, an urgency to prepare for a separate administration 
in the Northern Marianas. To accomplish this, $1,500,000 was 
included as a separate item of the authorization request. 
These funds are to be used as follows: 

Economic and Social Planning 

Economic and Social Development 
Planning............................... $ 225,000 

Fiscal and Revenue Planning •....•..•....• 

Physical Planning ••.•••••••••••...•••••.• 

Impact on Relocation of Capital .••..•••.. 

Sub-total. ..•••.•.••.• 

- 5 -

$ 

50,000 

225,000 

50 ~000 
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Administration* 

Joint Colllllission ......................... 
Secretariat ............................. 
Contingencies .•.. ....................... 

Sub-total •.••.•••••• 

Schedule Transition Steps** 

Political Status Education Program 
and Status Plebiscite ................. 

Constitutional convention ............... 
Constit~tio~al Education Program and 

Const1tut1onal Referendum ............. 
Election New Government ................. 

Sub-total •..•.•.•••. 

Research and Planning** 

Government Organization 

Studies and Planning Constitutional 
Convention .•••••••••.••.•..••• ........ 

Research and Planning Government 
Reorganization ........................ 

Initial Legislative Program .••..•••••••• 

Resear~h U.S. Federal Programs and 
Services ••.•.•..••••••••••••••.••••••• 

* 2-year costs. 
** one-time costs. 

Sub-total .......••.• 

Grand Total ••...•..• 

- 6 -

$ 40,000 

460,000 

50,000 

$ 550,000 

$ 50,000 

75,000 

50,000 

25,000 

$ 200,000 

$ 50,000 

50,000 

50,000 

50,000 

$ 200,000 

$ 1,500,000 

, 
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d F Haydn Williams recently It is my understanding that Amba~~: ~~d ~elated status issues: 
met with you and your staffiont~e midst of negotiations in Sa~h~n, 
The Ambassador, who is now n. rating his strong desi~e for lS 

has ad~it~onally cab~e~km~fr~~~~ authorization, he beitl~e~~!·need 
$1 5 m11l1on item. a . ti s particularly w co~ld delay progress in nego~~~ono~e~retariat once the agreement for funding of a Joint Trans1 l 
is signed. 

. in clarifying and elaborating 
We hope our comn~nts h=~~ !~~~s!~~ow the Comnittee to proceed 
on pr~v~ousltest~,~~~ider the increase. 
exped1t1ous Y 1r· 

Sincerely yours, 

, -· I . If", -' /~~' ;i,,(- !/'/ j 
_ s tary of the Interii Assistaat 

Hon Henry M. Jackson 
Chainnan, Colllllitte~ on 

and Insular Affa1rs 
United States Senate 
Washington, D.C. 20510 

Interior 
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United States Department of the Interior 
OFFICE OF THE SECRETJ\lly 

WMBmGTON, D~~~~fll5~ .... ' "'5 

Dear Mr. Chairman: JLJr ;l!JJ 

USlll!!IJll, I. C. 21511 This is to inform you that the FY 19~upplemental Request 
for the Trust Territory of the Pacific Islands was submitted 
to the Office of Management and Budget on December 24, 1974. 
The request, except for one change, tracks with the listing 
of budgetary items submitted to you in Assistant Seeretary Hughes• letter of December 11, 1974. 

The change would move $945,ooo from field trip ships to 
bolster the operations and maintenance request up to 
$3,000,000. The latest projections from the Trust Territory 
indicate that 9.2 milllon gallons of diesel fuel will be 
needed for the power plants, along with .7 million gallons 
of lubricants. It is now estimated that field trip ships 
will cost slightly over $2 million each, thus four ships 
could be funded with $8,055,ooo instead of five ships 
with the original $9 million request. 

Sincerely yours, 

~:-h.,,, 
Hon. Henry M. Jackson 
Chairman, Committee on Interior 

and Insular Affairs 
United States Senate 
Washington, D. c. 20510 

Save Energy and You Serve America! 
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January 161. 1975 

~·~· J ... 'l. Lynn s.cr.ury of Boaa!DW and urban 
DeYeloplent: .. 

wa8h1Dgton. u. c. :aono 

. ' 

'fh• s.nat:e c:o-it:t:ee on !nt:erior and Inmlu 
Affaira 1• condQat:ing an cwer•lght imr•atigation of 
publia work• progr... in th• Tru•t: 'l•ritozy of th• 
Pacilio Ia1anda (Jliaoneaia) • 

' !'be co-1~ at:aff t- which recently vi•it:.S 
Microneaia a:eport.S t:bat ~i- diMIUHion• bad been 
held between TruR 'territory official• an4 npreaentat:ivea 
of your ~t: ccncerning t:he applic:abilit::ir of laW 
cost ~aing a•aiatance progr111U t:o Jtieroneaia. Appar­
ently, a aignifiaant ob.t:acl• t:o the utility of t:he 
J?rograaa would be th• applic:at:ion of continental tJDit.S • 
Bt:at:•• atandardll t:o hou9ing con•t:ruCtad with •uc:b 
aaai.t:anca. 

l'lea .. prcwid• me with a full i-eport on the: 
progr••• t:hu• far in diacu••iona of ~i• mat:ter and 
your recOlllWldat:ion• concerning the act.ion which might 
be t:akm. If legialat:ive act.ion would be required t:o 
improv9 t:h• benefit: of th ... progr ... t:o t:he 'h'uat 
Territ:ori••• pl-M provia. your vi•• on the de•ir..; 
ability of •uch ·action •. 
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I 'WOUld apprec:iat:• bay'__ .._.... r 
aoon - poeaibl ......., ..-- eirpon .. •• 
Clllal .. ~• • t:o facilit:at:• t:he continuation of t:he 

.. _•work-

Slnceraly youra,. 

BMJ/ddo'l 
ccs. ~ of the ~erior 

Bon. Bethvel s.ary, Speaker of the BotJae 
~ Toeewo BaJc.a.v-,. Pr-. of t:he Stmat:e 
--aaofKi~la 

45-309 0 - 75 - 19 

, 



THE SECRETARY OF HOUSING ANO URBAN DEVEL.OPMENT 

WASHINGTON, D. C •. 20410 

February ll, 1975 

Honorable Henry M. Jackaon 
Chairman 
Committee on Interior and 

Insular Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

In further answer to your inquiry of January 16 relative 
to the problem of applying domestic standards to housing 
construction in the Trust Territory of the Pacific, I can 
assure you that this is a matter of mutual concern. As 
you noted, the Department has been actively involved with 
the government of the Trust Territory in developing a 
program of housing and urban development. For example, 
technical assistance was provided through our San Francisco 
Regional Office in the preparation of a housing bill, which 
has since been passed by the territorial legislature, and 
is currently in force. In addition, advisory services have 
been provided to the six housing authorities now operational 
in the Trust Territory. Such activities will assure a 
sound institutional base for administration of BUD programs. 

The question of standards is not being handled as a separate 
issue. More appropriately, it is part of a coaprehenaive 
study currently underway to establish guidelines for 
implementation of domestic programs in the Trust Territory. 
The necesaary modification of standards can be accomplished 
administratively, and will not require legislative action. 
In fact, the procedures used to adapt standards for Indian 
housing in Alaska are being considered as a aodel. As a 
result, the completion of the more comprehensive guidelines 
should clear the way for solutions of this problem. 
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2. 

In light of the s i 1 th T pee a nature of our relationahip with 
e rust Territory, I have asked Mr. L. Wayne Gertmenian 

myf 
1
Special Assistant for International Liaison Office ' 

o nternational Af f ai k • domestic st rs, to eep in touch with appropriate 

1 
aff, and officiala of the Department of the 

t:ter!or concerning developments in this program. Be will 
ar:~:.ore, be an informed contact should further questions' 
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December 27, 1974 

The Honorable Rogers c. B. Morton 
The Sec:retary of the lllterlor 
Washington, D. C. 20240 

My dear Mr. Secretarr-

1 W?dcrst&.Dd tbal the Trullt Torrttory ol tbe Paclflc Islands 
ts serv~ with a full line of petroleum products under an 
exclu•ivo franchl&e with Mobl1 OU. 

To facll.ltate die Senate Imerlor and Insular Affairs Comm1ttee•s 
review of the man&S"ment d. public works progra~a In Micronesia, 
I would appreciate having a full report Oil the experience with the 
franchise. Please include your evaluation af the sult3bUlty of 
services provtded,such as the avallablllty and quality of products 
and the prlce levels charg9d • 

1 would also a!>(>re<:latf' ycur sending to me wlth yoor response 
a copy of the ter~ of the franchise agreement and any relevant 
correspoodence ampllfylng the terms tJf the franchise. 

HMJ:ddn 

cc: The Preeldent of the 
Congress of Mlcronesla 

Slnc:erely, 

P.enry M. Jaclcsco 
Chalrman 
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United States Department of the Interior 
OFFICE OF THE SECRETARY 

WASHINGTON, D.C. 20240 

s~·~T! "~'!'~ r.mo•,.,..,.·· 

[

'f)f"""' flt'\ n1::- ..---.~. JAN l 71975 
Dear Mr. Chainnan: · ·. 2: iq75 I 
This is in response to ;l~~l'J 10if1 ~i er 27, 1974, in which you 
requested our evaluati ~Hte~IJmi'fi1 ed by Mobil Oil to the Trust 
Territory of the Pacific l~~~l, ll~&. 

Mobil Oil does not have an exclusive franchise. It has a government 
supply contract but due to the rather limited market, no other petroleum 
products company has chosen to compete, although they are free to do so. 

The service has generally been excellent. Mobil has provided fuel and 
lubricants when and where needed as requested by the government or 
private sources and availability of products has been excellent, with 
only very infrequent contamination by exposure to the elements. Any 
deficiencies have been promptly remedied. Prices, by contract, depend 
on oil prices at Abadan Refinery, and until the recent oil crisis were 
lower than prices on Guam, Philippines, Japan and Hawaii. Present 
prices are as follows: 

AVGAS (115/145), 53 gal. drum 
Motor Gasoline (90 Ron) gal. to government 
Motor Gasoline (90 Ron) gal. to wholesalers 
Diesel (53/57), gal. to government 
Diesel (53/57), gal. to wholesalers 

$ 49. 77 
$ 0.432 
$ 0.438 
$ 0.383 
$ 0.393 

In 1973, bids were solicited from Guam, Hawaii and the U.S. mainland to 
provide the Trust Territory Government with this service through 1981. 
No other companies made finn proposals and the contract with Mobil Oil 
was extended. 

An expression of satisfaction with Mobil's performance was set forth in 
1973 in a Congress of Micronesia resolution which commended Mobil for 
its good service to Micronesia. 

Enclosed is a copy of the Trust Territory Government's contract with 
Mobil Oil and other relevant correspondence. 

Save Energy and You Serve America! 



Hon. Henry M. Jackson 
Chainnan, COlllTiittee on Interior 

and Insular Affairs 
United States Senate 
Washington, D.C. 20510 

Enclosures 

~ ,.;._l-J .... 
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The Honorable Rogen c. B. Morton 
The Secretary al. the Iiurior 
Waahington, D. c. 20240 

My dear Mr. Secretary: 

December 19, 1974 

As you know, the Senate Committee on Interior and Iaaular Aff.atrS 
ls conducting a renew of the management of the public works programs 
being carried out in Micronesia and .related .matters. 

Tbe staff team whlcb recently visited Micronesia advises me that 
in the course of their investigations they have found that considerable 
uncertainty extsts concerning the accountabtllty of ottlclals of the Trust 
Territory Government under Federal laws and regulations governlng 
the use of Federal funds and property. In order to facilitate the 
Committee's consideration of the findings of the investlgattan thus 
far and in preparation for overslgbt hearings to be scheduled ln the 
next session of the Congress, I believe this matter should be clarlfled. 

I am, therefore, requesting you to obtain an opinion of the Sollcltor 
• of your Department or, if necessary, of the Sollcltor General concemlng 

the appllcabllity of Federal law and regulations to officials of the 
Bxecuttve Branch of the Govemment of Micronesia. In particular, the 
opinion should state whether the provlslons of relevant portions of 
Titles 31, 40 and 41 of the U. S. Code and the Federal regulations 
promulgated pursuant to those portions are appllcable to employees 
of the Bxecutlve Branch of the Trust Territories who are appointed by 
the President or who are employed as clvll servants, c911&ultants, or 
contract employees either by the Department of the Interior or by the 
High Commissioner. 

In addition to a fo~ legal opinion, 1 would appreciate a summary 
d~scrlptlon of the existt.ng legal accountability of such employees for the 
stewardshlp of Federal funds and property under both Federal and 
Mlcroneslan law. 

i 
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I hope you will prepare tbls lnformatioo as ~ously as 
possible so that the Committee can have it available for early ·· 
hearings. 

HMJ:ddn 

Sincerely. 

Henry M. Jaclcsoa 
Chairman 

IN REPLY REFER TO: 

DGL-T CBC 93713 
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United States Department of the Interior 
OFFICE OF THE SOLICITOR 

WASHINGTON, D.C. 2024-0 

JAN l 419r5 

Honorable Henry M. Jackson 
Chainnan 
Co11111ittee on Interior and Insular Affairs 
United States Senate 

i: 111 1• 
ll.J 

Washington. D.C. 20510 L C. 1C510 

Dear Senator Jackson: 

This is in further reply to your letter of December 19. 1974. in which 
you asked for a Solicitor's opinion concerni.ng the applicability of 
Federal laws and regulations to officials of the executive branch of the 
Government of the trust Territory of the Pacific Islands (Micronesia). 
We realize that there is some confusion on the subject and we are happy 
for the opportunity to clear the matter up. 

At the outset it must be understood that Micronesia is not a territory 
or possession of the United States. The United States asserts no claim 
of sovereignty over it. Sayre, ~Legal Problems Arising From the United 
Nations Trusteeship System" 42 Am. Jour. Intl. Law. No. 2. April 1948. 
In fact. it has been held to be a foreign country. Callas v. United States, 
253 F. 2d 838 (2d Cir. 1958); Brunell v. United States:-;T F. Supp 68 
(D.C., S.D.N.Y., 1948). ---

The United States administers the Trust Territory pursuant to the provi­
sions of a 1947 Trusteeship Agreement with the United Nations Security 
Council which authorizes, among other things. the United States to extend, 
as it may deem appropriate, its laws to Micronesia. This provision of the 
Agreement is not self-executing. U.S. laws must be specifically extended 
to Micronesia by the U.S. Congress before they will be applicable there. 
The U.S. Congress similarly has provided that until it legislates further 
on the subject, all executive, legislative and judicial authority necessary 
for the civil administration of the Trust Territory is vested in such 
person or persons and in such manner and thro.ugh such agency or agencies 
as the President of the United States may direct or authorize. 48 U.S.C. 
1681. The President, by Executive Order 11021, has designated the 
Secretary of the Interior to exercise this authority, and the Secretary in 

Save Energy and You Serve America! 
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turn has established a purely local government with executive, legislative 
and judicial branches. Secretarial Order 2918. as amended. 

The courts have held that the Trust Territory Government, as thus estab-
1 f shed fs not an agency or instrumentality of the Federal Government 
but is• a separate ·and distinct legal entity with semi-sovere.tgn powers to 
sue be sued and to contract in its own right and name. See. Porter, 
et :1 v United States. Ct. Cls. No. 111-73 (1974);. People ofSalj)ag v. 20 "AOrtO"~. ;t al. 502 F. 2d 90 (CA 9, 1974). pet. for cert. filed Novem er • 
1974. 
There are over 1.000 people e111>loyed in. government service in Micronesia. 
Of these only 155 are Federal employees. As such, they are subject to the 
Federal ctvil service laws and r.egulations. They are in a sense, therefore, 
agents of the United States assigned. however. to act as officials in a 
foreign government discharging the obl.1gations of the United States under 
the trusteeship Ag:.eement pursuant to which we are required to develop 
the f nhabf tan ts toward se 1 f.-government. 

There are an additional 462 U.S. citizens employed under contract by the 
Trust Territory Government. These are Trust Territory--not Federalvi t 11 
~loyees and are tn no way related to the Federal establishment. r ua Y 
all the rest of the Government employees, or about 6,600 are native Micro-
nesians. 
Con ress annually appropriates to the Department of the Interior the monies 
nec~ssary to meet the expenses of administering the Trust Territory, includ­
ing grants to the .Trust Territory, which in addition to local revenues, 
provide for the support of its. government functions. 

Regarding these. grant funds the Comptroller General, by opinion dated 
June 11, 1957 1 B-131569, has said: 

••• [E]xcept for the amounts budgeted and appropriated 
for the United States High Commissioner and for the 
Judiciary, the major portion of such appropriations 
constitute grant funds to supplement local revenues to 
enable the trust territory cfv11. government to operate 
essenti a 1. governmenta 1 functions. 

The rule is well-settled that grant funds which are 
transferred to one of the Sta.tes of the United States 
become property of the transferee, and are not subject 
to the statutory restrictions which may exist with 
respect to the expenditure of appropriated moneys 
unless they are made a condition of the grant. • • As 
a corollary to that rule, ft would seem to.follow that 
funds appropriated in the nature of uncond1ttonal 
grants to the trust territory when paid over to the 
trust territory civil government and mingled with local 
revenues lose their character as public funds. 
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From what has been said, therefore, it is clear that the Government of the 
Trust Territory is not a Federal agency or instrumentality, and the Federal 
funds that are granted to ft to support its governmental functions, when 
paid over and commingled with local revenues, lose their character as public 
or Federal funds. Accordingly, ft is equally clear that Federal laws and 
r.egulations relating to the handling of and accounting for Federal funds 
and to the contracting practices by Federal agencies· are no more applicable 
to the Trust Territory than they would be to a State of the Union or its 
officials or agencies. This Department has long held, for ex~le, that 
the Federal Procurement laws, Title 41 u.s.c., and regulations thereunder 
are not applicable to the territories or possessions of the United States. 
E.g., Solicitor's Opinion M-36713 (1967). Nor is the Comptroller General 
inclined to disagree with our position that they are not applicable to the 
Trust Territory. Opinion letter B-162910, Jan. 17, 1968 • ...Similarly, the 
provisions of Title 31 of the U.S.C. relating to the handling and account­
i.ng by Federal agencies of public funds would be inapplicable, at least 
to the funds granted to run the government of Micronesia. These, as the 
Comptroller General notes, cease to be Federal funds upon being receipted 
for and COllllli.ngled with the local revenues. · 

The situation ,with regard to Title 40 of the United States Code, particu­
larly the Federal Property and Administrative Services Act of 1949, as 
amended, is somewhat different. Here the Congress has specifically 
authorized the Secretary of Interior to acquire excess equipment, material 
and supplies without reimbursement or transfer of funds when required by 
the Department for operations conducted in the administration of the Trust 
Territory. 48 U.S.C. 1685. In the case of property thus acquired, the 
Department remains the accountable agency, and it may only be used and 
disposed of in accorda~ce with applicable Federal law and regulations. 
Receipts from the disposition of such property belong to the United States 
and must be paid into the U.S. Treasury. · 

In addition, the Act provides for the disposition of foreign excess proper­
ty. 40 u.s.c. 511-514. Foreign excess property is defined as "any excess 
property located outside the ·states of the Union, the District of Columbia, 
Puerto Rico, and the Yt.rgtn Islands." 40 u.s.c. 472 (f). 

The authority given to executive agencies to dispose of foreign excess 
property is discretionary and very broad. It may be sold, e·xchanged, 
leased or transferred for cash, credit, other property;. for foreign cur­
rencies, credits or other substantial benefits; and ft may be ab·andoned, 
destroyed or donated ff it has no commercial value or the estimated costs 
of its care and handling would exceed the estimated proceeds from its sale. 

Excess property for the Trust Territory has been acquired under both of 
these authorities. However, in recent years, as the Trust Territory 
Government has come to be rec.ognized as a separate, sui Jutis~ semi-sovereign 
legal entity and not a Federal agency or instrumentaTity, t as acquired 
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most of its excess property in its own name under the latter authority, 
primarily from military sources in Southeast Asia. Property once thus 
acquired belongs to the Trust Territory--not the Federal--Government, and 
generally may be used and disposed of by that government in its own name 
and right. Such disposals are not subject to Federal regulation. and 
any proceeds belong to the Trust Territory Government. 

Finally, you have asked for a summary description of the existing 1.egal 
accountabiltty of the Trust Territory employees for the stewardship of 
Federal funds and property under both Federal and Micronesian law. Aside 
from the legal requirements regarding accountability for Federal property 
which we have already mention'ed, the "Manual of Administration for the 
Trust Territory of the Pacific Islandsu which is promulgated by the High 
Co111Dissioner and has the force and effect of law as it relates to the rules, 
practices and policies in the management and administration of the affairs 
of that government, contains quite detailed instructions and guidelines. 
Chapters 1-3 of Part 278 of the Manual dealing ~ith Property Accountability 
and Responsibility provide an example and are enclosed for your infonnation. 
With regard to the handling of funds there is also enclosed for your infor­
mation Chapters 6 and 7 of Part 250 of the Manual relatfog to Administrative 
Control of Funds and Internal Audits. These enclosures are intended to 
be illustrative only of the high degree of perfonnance and accountability 
required of Trust Territory employees. In short, it may be stated that 
the restrictions and requirements of Federal laws and regulations are regu­
larly required to be applied and practiced by the Government of the Trust 
Territory even though they may not be legally applicable under Federal law 
to that government. 

In addition to the above, and as a further assurance that the property 
and money which go to the Trust Territory will be properly managed and 
accounted for, the U.S. Congress requires the General Accounting Office 
to audit all financial transactions of the Trust Territory in accordance 
with the Budget and Accounting Act of 1921, as amended, and the Accounting 
and Auditing Act of 1950. 48 U.S.C. 1683. And these audits are conducted, 
though only periodically • ·Finally, in 1973, the Co.ngress expanded the 
duties of the Government Comptroller of Guam to include audits of all 
accounts in the Trust Territory. He is required to brfog to the attention 
of the High Co111Dissioner and the Secretary of Interior all failures to col­
lect moriies due to the government and the expenditures of funds or uses of 
property which are irregular or not pursuant to law. He also is required 
to file an annual repo.rt of the fiscal condition of the Trust Territory 
showing receipts and disbursements, includi.ng any comments on irregu1ari­
ties and reC011111endations for improvements. This report is submitted to 
Congress. 48 U.S.C. 168(a)-(j). The first of such reports should be due 
in the very near future. 
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If you have any further questions on ~his matter, please feel free to 
contact C. Brewster Chapman, Jr •• Ass1stant Solicitor Territories 
who will give you whatever assistance he can. His nui:mer is Code 183 
Extension 5216. 

Enclosures 
As stated 

5 

Sincerely yours, 

(.)_-.).. ~~~..g_Q 
Solicitor 
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TRUST TERRITORY OF 'mE PACIFIC ISLANOO 
?~~!UAL OF ADMINISTRATION 

Febru•1'1 6, 1968 
SUpereedes 
Februt11'1 21, 1967 

Administration . . Property :.lel.agemei.t i 
Property and SUpplY A~~-

aiapter 1: PROPER'lY ACCOONTAJILI'lY AND R!SPOKSiiJILI'lY -· . _ 2.~8. ·.: -

I. J.!!I!!QWCTIOO AND PUR~: 

The rpose or this Part end Chapter is to outline the policies of the Trust 
TerJ'1to1'1 Government vith respect to tbe accountability tllld responsibility 
tor all property acquired for utilization by the Government both thet mmed 
by the Trust Territo1'1 Government as tiell as u. S. Federal prope,rty •mie'c' 
the Jurisdiction and in the custody of the Trust Territory Government. 

II. ~!A.lliJ..'.!I..M!!LRF.SPOt!§IP.·um 

A All employees of the Trust Territo1'1 Covernment are responsible to insure 
that p~perty under the Jurisdiction or the Trust Territo;Y OoveI'Illll?nt i s 
properly utilized. In addition, three basic types of administrative respon .. 
sibilities are assigned to individuals to fix man9gemant responsibilit-~ 
insure accountability and provide for pb;ysical oustod7 of all Trust Te 
tor;y property. '.Dlese individuals c.:re: 

~tl:L_~nt Officer. An emplO)'ff ciesignated by the 
Adminis~retfve heed of the Government as responsible for super 
visiZJi the total prop rty management program. The Director of 
Property and Supply is designated the Property Hanegement 
wticer for the Trust Territor;y. Within each district the District 
.Administrator is designated the Property Management Officer and 
is responsible for supervisiZJi the property me.nege1:1ent program 
within his respective district. Property Hanagement Officers 
are responsible to assist tbe Aceountable Officers in obtaining 
aignaturn from all persons hsviiw pb;ysical custody or Trust 
Territory :property. 

w_oyntable Officer: An employee &tsignated as the AccOlllltable 
Officer end''7l!Oiiiii direct administrative .lurisdiction over the 
property, They ere responsible tor safeguarding of property, ere 
charged to maintain records on utilization and location of property, 
and upon distributing property to using personnel shall obtain a 
oustodian's signature. At Headquarters, Seipan, sn1 for the 
Mariana District, the Chief of stock Control Division! Headqtte.rters 
Property and Supply is designated tbe Accountable Officer. . 
Within the other districts, the District Supply Officer is designa ­
ted the Accountable Officer. 

Releaee 68-104 - 2/6/68 
&lperaedes 67-66 - 2/2')/67 

A. / 

Part 278.1 
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.Q.!l!.t.od.i '!A: 'nlat person having pl\ysical custody of the property. 
The cue~ .i,;.an ~· be any person vho is en employee of the Trust 
Territory, 1 s contracted to the Trust Territory, or by some other 
means is rendered responsible to the Trust Territory for the custo47, 
maintenance, and proper utilization of the propert;• for vhich the 
individual bes signed. 

J. Accountable Officers are additionally responsible to the Property aansge­
ment Officers for overseeing and makillg recommendations for the proper 
execution of the property management program within their respective dist!'icts. 
'Die duties and responsibilities of this position shall not be const::.· :e ~ C:J 

limited to the maintaining of property records, or aey other single phase or 
portion of the program; but shall encompass any and all phases of Property 
Management ss outlined in Part 270 through 279 Of the Manual Of Administration 
and the Property and Supply Manual, 

III, tlW§FER O~...l1dJI: 

A. When an Accountable Officer is to be relieved of accountability, all 
classes of property for vhich he is accountable shall be receipted for end 
acknol7ledged by the incoming Accountable Officer, after such verification of 
inventory as rtJIJy be deemed necessary to satisfy the incoming officer ns to 
its correctness. Prior to the transfer of the property, any overages revealed 
by the pb.ysical inventory should be taken up on receiving reports end entered 
in the accounts of the outgoing Accountable Officer; any slx>.rtages should be 
edJusted in the accounts of the incoming Accountable Officer. lhe Property 
Inventory and Receipt shall be prepared in triplicate; original retained by 
the Officer relieved, the duplicate to be filed by the incoming Officer, and 
the triplicate fonardsd to the Headquarters Stock Control Division. 

a, Upon separation or transfer of an employee having custoey of property, : a 
complete invento17 shall be verified and receipted for by the ne'l7 responsible 
Officer and if all property is accounted for setifactorily a clearance shall 
be given the employee. Cortification for final salary payment shall be Tlith· 
held until this clearance is obtained, and payroll units shall be notified 
tihen such clearance has been granted and before the employee's final salary 
cllsck is issued. 

IV. ~1.J'.!'AtIJJL.QLlEfERTX ACCOONTAAIIJ'l'.1-lQIJ..c.m§: 

'lbe procedures for implementing the above Property Accountability policies 
shall be issued through the •PPJ'f"friate sections of the Trust Territo17 
Property and Supply Manual by the Director of Property and Supply over the 
signature of the Assistant Colmnissioner for Administration. 

Releaae 68-104 - 2/6/68 
SUpersedea 67-66 - 2/21/67 

'1. R. Noniood 
High Comissioner 

Part 278.1 
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TRUST TERRITORI OF THE PACIFIC ISIANOO 
M.\NUAL OF AI:NINISTRATION 

December 23, 1969 
Supersedes l.tiy 9, 1967 

11nance Property Management 
Pl'oourement &; Syppl.y fart 278.2 Property AccOJJDtsbil~ 
a.pter 2 nROO OF SlJRVEX AND REVIEWING Allm>RI'lY 278.2 

I. mmoooCTION AND PURPOSE; 

Thi purpose or tbis chapter is to re-promulgate tbe policies or 
the Trust Territory Government relative to the establishment or 
Boards or Sllr{ey and other survey authorities within the Districts 
and at Headquarters to (l) investigate ciro\llDStances surrounding 
lots, stolen, d11m11ged, and unserviceable property and (2) report 
findings and make rec011111endations for the fixing or or the relier 
trom -personal liability for damaged or missing property. This 
che.pter also provides for review or the actions or boards of survey 
by an appropriate reviewing authority who shall make the final 
determination as to fine.ncial liability and disposition of the 
property. Implementation or these policies and the procedures to be 
followed in the survey or Trust Territory and Federal property are 
developed within Section VII of the Trust Territory Procurement and 
Supply J.ilnual, 

II, This chapter cancels and supersedes part 278.2 dated May 9, 1967, 
subJect "Boards or Sllr{ey and Revie'WiDi J.uthority". 

. III. ~Jp.&J!DSOF~ 

When survey action and Report or Suriey is required to authorize and/ 
or doc\lllllnt loss, destruction, condellllllltion and donation of property, 
it ahall be conducted by the following authorities: 

.&., [)1.strict Bol!J'ds of Survey; There shall be established .by the 
District Administrator in each District Center a District Board 
of Survey which shall consist or five (') members, one or which 
shall be designated as the permanent chairman and shall be 
responsible for calling and conducting meetings of the Board 
in accordance with established policies and procedures. llembers 
ot the Board shall be designated by position, not by names. 
Three of the rive members will constitute a quorum. 

In addition to the Boards established at the District Centers, 
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there shall be appointed additional Boards of Survey or three 
members each who will serve in the foll011ing c:utlying areas: 

1, Rota in the Mariana Islands District. 

2. Ulithi-Woleai in the Yap District. 

3. Kusaie , in the Ponape Distri ct, 

4. Ebeye-Kwajalein in the M!rshalls District. 

District J.dm:l.nistretors and/or Administrative Heeds ot Offices 
-.r recamnend the appointment of additional Boards of Survey 
trlr other outer islands es the need therefor arises, subject to 
the approval ot the Chia f, Procurement and Supply. 

• 
The District Accountable Officer (reference Part 278.l) shall not 
be a member of the Board of Survey 1 nor can a member ot the­
Survey Board constitute a part of the quorum at the time property 
_tor which he is held responsible is being wrveyed, 

The District Survey Board membership shall be reviewed semi­
annually; namely, at the termination of each fiscal year and 
calendar year, in order to keep it current. In the event a 
Board position is vacant or the incumbent absent tram the 
district, the official who has been designated as "acting" shall 
serve in his stead. The Headquarters office or Procurement and 
Supply is to be t'Urnisbed a copy or the duly constituted Board 
~r Survey complete with the signatures or the members. 

B. Headgua~-~oerd of Survey: There shall be established at the 
Trost Territory Headquarters in Seipan a permanent Board or 
Survey which shall consist of five (5) members, one or 'l'lhich shall 
be design11ted as the permanent chlliI'llllln and shell be responsible 

: -tor calling and conducting meetings of the Board in accordance 
with established policies and procedures. !&embers of the Board 
8hal.l. be designated by position, not by name; and three or the 
five members will constitute a quorum • 

-The five members or the permanent Board -shall be as follows: 

Deputy Attorney General 
Deputy Director of Public '7orks 
Assistant Chief of Agriculture Division 
Assistant Director for Vocational and Higher Education 
Chief, Finance and Accounting Division 
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In the event or the absence or vacancy in arr:/ or the above 
positions, the Administrative Head or the Departuent concerned, 
will designate one or his official• to act. 

No mlliler or the Headquarters Survey Board m1q constitute a part 
or the quorum at the time propert;y far which he is held responsible 
is being surveyed. 

. . 
c. Il:!!!JJ.JL§uryey Off'icer; There shall be appointed by the Depu1'1 

High camissioner at Headquarters, a traveling survey officer who 
~ conduct surveys, report findings end recOlllDl!ndationa, vice 
the District or Headquarters Board or Survey as circWDStancea 

.; wa?T8nt. 

Thia traveling 8U1'VBY officer shall be the eupervisor or the 
Centrel Repair Shop within the Department of Public ¥.orka. 

D. ~J&an_o.(~ There shall be appointed a special board 
or surve1 to investigate unu~ losaaa, such as those resulting 
tram disaster such as tn>hoon, nood, fini, drought, etc. 

' 
The Special Board or Surve1 shall ooMist or not less then thnte 
members w}V) shall be chosen ey tbll Chief of Procurenent end Supply. 

The Headquarters office of Procure111&nt and Supp11 ia to be 
fllrnished with the signatures .or the members ot the Headquarters 
Board or Survey, Traveling Survey Qtficer end Special Board or 
SUrvey. 

.. ' 

A.; Thi! Chier of Procure1111tnt end Supply Division end the Trust 
'l'erritoey Properfy Officer at Headquarters are responsible ror 
reviewing all actions taken by· the Headquarters Board or Survey', 
Traveling Survey Officer, Special Board ot SurV81, and those 
actions taken ey District Boards or Survey which are required to 
be llllbmitted to the Headquarters Heviewin( Authority for final 

·; ··~J'!'Val. 

· 1. The District Administntor ia designated as the Revin!Jlg Authority 
-.·-..· ·~·--. ot the Trust Territoey Government within his District end as such 

la reaponsible tor giving r1nal app:rovU on actione or District 
Boards of survey or tor taldIJI such other actico on all surveys 

. '' ·• ... the circwutances indicate · as appropriate. 

>J: , :· .. . .) 
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1. Exception: Ac..tiona of District Boards ot Survey on propert, 
lost, stolen or dameged (See .W1ua1 of Administration, 
Chapter 3, part 278,3) or where pecuniaey liability may be 
involved due to negligence or other action or lack of action 
on the part or en employee; shall be rornarded to Headouarters 
for review end final approval. by the Headquarters Reviewing 
Authori"f.v'. 

C. The District Administrator when acting ae Reviewing Authority 
as authorized in IV B above is also delegated ~ same authori"f.v' 
tor Federall;y - owned Personal Property. 

When tbll finding of the District ·Board of Sur'191 indicates tl".at. 
the subject property is no longer needed by the District and 
approved ey the District Administrator as Reviewing Authority, 
then this finding shall also be deellll!d a findi111r that it is no 
longer needed by the U.S. Department or the Interior and shall 
become foreign excess persOlllll properfy, within the llll!ening of 
Title rv ot the Federal Propert;y and Administrative Serv\ces 
Act or 1949, as amended. 

1. Tbll District Administrator when acting within his autbori"f.v', 
'at:! caiiplete all Board of Survey Action far Federall1-owned 
Personal Property where the facts warrant a finding that 
the properfy is in aey or the following categories: (where 
these tems are defined in Title I of GSA regulatians, such 
definitions shall govern: (a) R-4 condition: (b) salvage; 
(c) scrap; (d) no camnercial value; (e) aey anticipated 
proceeds from sale would be exceeded by ccot:lnuing costs 
ot care and handling, shipnent or proce•ld.QI for sale, sales 
ooata, etc. ' 

2. For such properfy outlined above in paragraph Cl, the 
District Administrator ,is, 'll'hen appropriate determinations 
have been made, authorized to dispose ot same by abendcmment, 
destrllotion, donation to eligible doneea, sale or otherwise, 
including the authoriv to execute in the name of the United 
States or the Trust Territory. Government necessaey documents, 
except that disposal to employees ot the Trust Territoey 
Governnent be in accordance with procedures set forth in the 
Procurement end Supply .l.tmual, Priority of disposal should 
be eiven to donation to arr:/ eligible donee whose work can­
plements or supports th! mission of the Trust Territoey 
Goverrmient, in preference to aey other method ot disposal • 
'beet accountability- must be exercised wben Federall1-owned 
Perscoai Propert;y is disposed or by sale, aey proceeds 
attributeble to rich properfy must be deposited to Jlliscell.aneoua 
nceipta ot the 'f•S• Treasmy. 

•I ,.. I 
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D. The Director or Finance is designated as the Headquarters 
Reviewing Authority for the Trust Territor:r Government and as such 
is responsible ror giving final epp!"OVel on all actions or the 
Headquarters Board or Survey I Tre.ve ling survey orncer I Special 
Board or Survey, and District Boards or SUrvey when required by 
the provisions or paragraph "N, Bl or for taking such other action 
on surveys as the circumstances indicate es appropriate. 

V, ll!JiQ'.l:IONS /\till ~'IBJ.§.~IJtll.J1:JLO.f. ~ OF SURVE]_:. 

A. Boards of Survey are responsible ror the proper implelll!ntat~on 
of the policies or the High Camnissioner and the Trust Territor:r 
Governlll!nt pertaining to the survey of Trust Territor:r and 
Federal property as outlined in the l.isnual or Administration; 
and ror following tre procedures es established within the 
Proe\lrijlll!nt .and SUpply !.'1nuel, 

B. Boards of SUrvey nru.st f'ully investigate matters submitted to 
theJD, They '7ill call for all evidence obtainable end '!!ill not 
limit inquiries to evidence or statements presented by parties 
in interest. They will examine and verify all evidence presented 
end available and make recommendations consistent with the 
circumstances' and i'indings disclosed by such exmination. The 
arrected office or activity shall be notified as required of 
the action or the Survey Board. 

C, Boards of Survey should cerefl.llly examine property being surveyed. 
Where the Board finds that the property has further usef'ulnes~, 
either as is or after justifiable repairs or reconditioning, it 
'lta::/ recommend that the property be continued in service. In 
making the detel'IJlination es to justifiebili ty of repairs or 
reconditioning, consideration should be given to such rectors 
as econQll\1 and the need for the prolonged use of the property• 
tlhere the Board finds that the property is wom out or obsolete, 
it 'lta::/ rec0111rend disposition of the property by sale as scrap, 
distruction, or abandonment as the circumstances warrant, 

D. \:'here final Doe:rd or Survey action directs the de~ruction or 
reduction to scrap ot property, such disposition shall be 
witnessed by at least one member or the Survey Board and the 
Accountable Officer~ 

VI. r!mS~ J..!MJYJ;l. 1-0ll YJU.QJ!:JLQJU~IJP. PR01lR.D'.l 
Jn arriving· at a. determination as to personal responsibility or en 
orficia.l or employee for d811111ged or missing Governlll!nt end Federa.l 
property, tbl Board or Survey will be guided .by the policies as 
outlined in part 278.3 or the Manual of AdJDinistrat.ion. . 
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TRUST TERRITORY OF THE PACIFIC ISIANDS 
ll\NUAL OF A!J.IDIISTRATION 

May 9, 1967 

AdJDinistration Property Yanagement 
Property & SupPly P!ll't 278 Property Accountability 

Chapter 3: FERSONAL LIABIµ1Y FOR Dt\14AGED OR MISSING ~ 278.3 

Reference (a): Part 278.2: "Boards of Survey a.nd Revie\T.l.ng Authority" 

I. INTRQDUCTION AND PURPQSE: 

This chapter outlines the broad policies of the Government mth respect to the 
persona.l liability of officials and employees in cases involving damaged, miss­
ing, or lost property ror which they are accountable; end serves as a guide to 
Boards or Survey in JDaking deteI'IDinations and recolll!lendations to the Director 
or Property snd Supply end the Revie\7ing Authority vhen such cases are brought 
to their attention for official reviett, 

II. POUCIE§ AND PROCEW!!ES: 

A. Whenever pro~rty is lost, stolen, or damaged, the responsible party shall 
be held liable unless relieved of such liability by action or a Board of Slll"rey. 
When liability is contested, such sli.rvey action rill be requested by the 
responsible party as soon as practical after discover:r of the loss or damage. 
The request will be directed to the District Adlllinistrator ·or the appropriate 
.Administrative Head of Office, who will take action iJllDediately to convene a 
Board or Survey to consider the case. The officer instituting the case mll 
prepare a Report of Survey to \?hich all pertinent papers relating .to the case 
met be attached, (Rere~nce Part VII or the Property end Supply Manual). 

B. In a.ccordence with Rei'erence (a), Boards of Survey i:;ust f'ully investiga.te 
JD8tters submitted to the111. They JDUSt call for all evidence obtainable· examine 
a.nd verify all evidence presented; end 1118ke recommendations consistent' m. th · 
the circumatances and findings disclosed by such exalllination. The affected 
office or activity shall be notified as required of the action of the Survey 
Board. 

C, Pn!!!!!eed Propertv: V/hen a.ction involving a survey or dE111188ed property is 
brought to its attention, the Board of Survey vill usually recOlllllend that the 
employee be relieved of financial liability unless its findings disclose that: 

l. The -property imohed -waa «ing-Ulled for other than official purposes. 

2. The eJDployee failed to exercise reasonable precautions with regard 
to the care, use, and custody of the property in the particular circUJDS­
tanoes. IDexpert use or property in carrying GW& Qfficial business will 
not usually justify holding the employee financially liable. 

D. Missing Prooertv: In the case or lllissing property, where the eJDployee is 
able to sb:Jv \"lhen and under what circumstances the property vas lost, the 
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Board of Survey will usually make its recommendations concerning financial 
liability, following criteria similar to thnt for damaged property. ~/here the 
employee ia unable to produce the property and is unable to explain meaning-
1'Ully the circumstances under 'ilhich it disappeared, the Board 'lrlll usually be 
concerned with the question as to whether the employee had, or sh:>uld have bad, 
adequate control wer and custody of the property, If the nature of the 
property or the circumstances of the employee's hOlding it were such that 
custody and control ~iere unimpaired, the Board \70\lld understandably be reluct­
ant to recommend that the employee be relieved or financial liability. 

E, Liability for Jess and Damage: Board of Survey action in detennining 
'ilbether to h:>ld an e111Ployee financially liable for damaged or missing property 
entrusted to him should be taken apart from and without prejudice to whatever 
action or a personnel nature may be appropriate. The question of financial 
liability lll18t be kept separate from such questions as to the appropriateness 
or retraining, transre~, reprimanding, suspending, dismissing, or even 
commending the employee. 

1, mien an employee is found liable for property loss or damage by 
the Board of Survey action, or when be voluntarily accepts liability, it 
shall be the responsibility of the Accountable Officer to establish the 
Government's claim against the employee, Restitution sh:>uld be sought 
to the extent or the Government's loss. In the case of damaged property, 
the Government's loss '11111 usually be the follo'l11ng: 

a, The cost or necessary repairs; or 

b. The estimated market value atter, as compared with before, 
the damage occurred, 

2, In the case or mi seine property, the measure of the Government's loss 
sboul.d be the eppl'llieed value baaed on the last known condition of the 
property. 

III,~: 

An employee held liable for damaged . or missing property by action of a Board 
of Survey shall have the right to appeal to the Reviewing Authority. Such 
appeals sh:>uld be made through the !)-;.strict Administl'8tor or through the 
appropriate Administrative Heads of Offices •. 
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TRUST TmRITORY OF THE PACIFIC ISLANilS 
l:ANUl.L OF AIMINISTRATICll 

October 22, 1965 

Adrixinistration Fiscal Policies end 
Finance Part 250 Pl'ooedures, General 
§iiiier 6: AIMiNmrRAT!Woo"imci1-ciF FONJlS·-=----~-----

-------- ·--·----- 250.6 
Beterence (a): High Conmdssioner1s Directive of August 3, 1964; 

subject: "Administrative Control of F\lru!s" 

I, INTBOIXZC.IlQU. AND ~ 

This chapter establishes ae part of the Manual or Administration the High 
Ccnlnissioner 's policies relative to the administrative control or 
obligations and expenditures against apportionments or re-apportionments 
and fixes responsibility for making any obligati~ iIJ excess of such 1 

apportionments and re-apportionments. Reference (a), 'li'hich 1IJitia1ly 
established this policy, is hereby cancelled and made a part or tbis 
Manual, 

AIJ used herein, "Government of the Trust Territory" includes all 
Headquarters ~partments snd District Administrations, "Officer" includes, 
but ia not limited to department heads, activity heeds, and DJ.strict 
At1ministntors. 

III.~ 

lf'fective :lJmediatel.y, no officer or l!llployee· of the Trust Territory 
8hall: 

(a) Make or authorize an expenditure trom, or create or authorize an 
obligation uoder, any appropriation or fund in excess of the amount 
allocated, or for other than an authorized purpose· nor shall eey such 
officer or empl:oyee involve the Government or the Trust Territory in eey 
contract or other obligation, for the payment of money for any purpose 
in advance of appropriations and/or allocations made for such purpose ' 
unless such contract or obligation is authorized by law, ' 

(b) Camnence, continue, or proceed with any operational activity 
CCIDStruction, improvement, constract, or obligation without en a~iation 
or allocation for the PQmsnt thereot, or after any appropriation or 
allocation is exhausted. 

(c) :mip1oy personnel or accept vol.untar;r service except as authorized b.1 law, 

IV,~ 

Jercept as othervise provided herein, all appropriations or allocations 
available for obligation for a definite period of time shall be so 

l'ai• l 



304 

t bli ation or expenditure thereof' 
apportioned or allotted as to preven ° i~y ror deficiency or supple-
in a IDllil!ler Tihich 'P.'Ould indicate a n~ess d ell a priations or 
mantel appropriations for such pei_:L~· s anto achie~~he ioost effective 
allocations, shall be so apport ""~ a 
and economical use tllereof. 

V • JZAPIP'GlEN'r 01". 'flRS(JmEL 00 CON'l'RACIV~ B.ASIS;. 
ude the emplcyment or personnel ror 

Nothing in Section III shall precl priation in cases or l!l!lergency 
a period beyond thet c~~~! ;~ protection or property· 
involving the safe Y o ... 

VI. ~ Qf VIOLA~ 
ft'icer or employee or tbe 

kDy violation or this Regulation ~~ 0 be reported at once to the High 
aovernment or the Trust Territory t or office involved, or by 
Callllissioner by the bead or the dep~ h report shell include, tut 
m:ry person having k:nooledge thereof-~~on· (1) the title and symbol 
~ be limited to the rolloriDI inf ~tian er £und account, the 
(including the fiscal year) or the ~be date on which the violation 
amount involved ror each viola~~r1' r the officer or employee respen­
occurred: (2) the name anQ. pos on o rtinent facts or the violation, 
sible for the violation: (:3) ell 1'(he pe er-obligation or allotment, 
including the type of violation, e.g. av iture of an appropriation), 
over obligation or apportionment, ove~:=t or the responsible officer 
the primal'Y reason or cause, and f!f!r:I ircllJllBtanoes if any; and 
Cit' employee tlith respect to f!f!r:I ext~~ua~ing; statement of explanation 
(4) m:ry disciplinary action taken, d~ necessary• 
as to reason no disciplinarY action was 
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:Rm"!' TERRITCE! OP THE PACD'IC ISLANOO 
MANUAL OF .AININISTRATICN 

Mministration 
lt!!!M• 
Cbapter 7: INTERNAL AUDITS 

I. tNrROD!JQTION AND PlJili'OOE: 

May 21, 1965 

Fbcal Pcilicie• mid ProcedUN• 

The purpose of this ·chapter is to outl:llle the policies and procedures 
11hich apply to the operations ot the Internal Audit unit within the 
Ottice or tbe High Co111D111eioner and to define the policies of the 
Trust Territory Oovernment with respect to the management, control, 
and accountability of ita i'lmds, and those or local legislatures 
and IDIJnicipal.ities. 

II. l!O.Ll.Ql: 

It is the policy or the Trust Tenitor,r Government that there ahal.l be 
establia.'led and maintained eystemir or accounting and internal control 
designed to provide: 

1. Pull disclosure or the i'inancial. results of all activities or 
the Oovernment; 

2. .Adequate financial. information needed tor the administration 
and management of the Goverment; 

3. !ti'PAtive control over and accountability tor all funds, 
property and other assets tor 'Which the Goverilment is respensible, 
including appropriate internal audit. 

Internal. analysis by trained accotmta:nt• is the ioost effective means 
by which the prescribed tinsncial. eystema and policies and th& 
llP1Jl.1cat1on thereof by respensible personnel ~ be tested and enforced. 

Tllrough this medium verified tinancial data and the results ot proteesional. 
observation csn be made readily available to management. 

It ia the policy or the Government, therefore, to require the establish­
ment ot appropriate internal audit covering all the activities of a 
tinanciel nature in its departments, district administrations, and 
IUl!eipal end district governments tor u:anageinent to fulfill its 
tinancial. respensibilities properly. All departments, district 
administrations and local legislatures and IDIJnicipalities are subject 
to internal audit as determined to be necessary and appropri.teft 

Ill. IEFXNITION: 

Internal audit within the Ooverment ot the Trust Territor,r is the 
qatematic and recurring review 01' all phases or financial manaaeJDent 
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with tbe objective or ascertainiDg whether or not: 

l. Aseet11 ere accurately recorded, adequately sateguarded, and 

properly utilir.ed. 

~. Obligations and liabilities are properly accounted tar, recorded 
and liquidated. 

3 Accounting and ti!!Cll prOoedur .. ere authorized, adequate, 
ett'ectivlly applied, BDd properly documented and recorded. 

4. Finanoill reports are accUl'ate • t:lmlly' complete' BDd meet all 
reporting requirements. 

Internal audit is a tinanCial tool used in advising management on 
conditions relative to all tinancill operations. 

IV. CJ!OANIZATIQN gr W AtJDlT JJN1't: 
.. ___ , audit unit review llXld appraisll, 

It is necessary that tbt in ...... -.-.. :t unbiased and 
it' it is to be uset'ul. to ~~~~ ;:11

::1:arr should be tree 
tree trail intl':!;. ~ eny ~cial weak:Desse• or deficiencies 
to .advise manag 0

---' al For these reasons the Internal Audit 
noted nthout rear or •"'!" •• s • .. camdesioner and 
Unit is plaoed within the ortice or the High ord nth Part 
aooountable directly to tbe Biih camnissioner in acc ance 
uo.1 or the Manual. 

It is essential that the auditors ere proticient in tbe~iel~ 
ere qualit'ied compatable nth the i:e~!~i~i: =s ~cbn1cally 
bemtits cennot be expe~~~ -..... number or auditor• needed will 
oanpet.ent auditors are _.... .... ,,.~. ....., vol t 
be be.Md on "lie types or aotiviti .. conducted and the ume 0 

trenaactiCll8. 

V • §COPE QF THE mmwAL AtJD1T mCXjtWI: 

t the Trust Territory 
All stated in Section II above, the eoope o i_. t --+a-:tic review 

rnal Audit Program shall cone OV 0 a D;;JD- ' 

OoftXIllllll?lt Jnte -~M £' all the aotivitiel 0£ a financial nature. 
examination and re.1"'6 ·- o uditore e:rpected 
Thi• chapter sets forth the generll ereu that ~it pro~ ab! · 
to revin; it i• applicable :!1 to~~ intended r~ audit& 
llthoulh the principles ereotber ~rnment aotivities. For such 
ot cOllllllll'Cill accounts or llXld _ _.. procedUre• 
audits, auditors shall follow wll kDaWn ac ..... !'~ 
tallowing in Fi'Y9:te induatrY • 

VI. Rr§POO§IBILI'll: 

The Chier Internal Auditor ot the aovcwt -i! ~n!i~if ~-
development ot tbe internal audit program. pproved by the 'Bigh 
sball be predicated upon the audi:,~;_ey :' ~&DCe nth tlle Trust 
CcmDissianer. SUch audit policy .......... I bove rr.e 
Territory QovenDmnt's policy u contained in Section I , a • 
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Chier Auditor ~ subzdt a copy ot the program ror appl'0\"81. In 
acOOI!illishing its objectiws, the Internal Audit Unit shall be 
responsible rar a review, examination and reporting on the following 
IOtivities-bUt not neceuar_Uy limited thereto: 

.&. p:gt;ection or Msets: The Audit Unit shall determine whether all 
anets are properly utilir.ed and accounted ror and whether ad9quste 
ocmtrols are established to protect such assets t:rom tbert, deterioration, 
or misuse. The Audit Unit shall report, wherever observed, indications 
ot dishonest or fraudulent acts, or the existence or practices which 
ooul.d lead to fraud, dishonesty, ar loN to the Govermcent. 

B. lst@bliehment of' Beliabilitv of Ac0owrting and Supporting Dllta: 
The Audit Unit shall verify the correctness or accounts and make a 
determination as to whether acceptable acCOUDtiDg principles are 
followed, cont:irm the validity or data producted by the regular 
10oounting procesees, and :review accounting and 8Upp0l't1Dg statistical 
ar operating reports and records for accuracy. • 

c. Bevin of' Accounting and Finapciel Procedures: ,The Audit Unit 
shall review tbe adherence and implementation to all accounting 
financial policies and procedures or the Government, including 
departments concerned, district edmin1strationa, and local and 
lllmicipal legilll.aturee. Thie includes: 

l. An examination ot the extent to which accounting and tinancial 
policies and procedures Ill'(' ettectively 1.Dlderetood and implemented 
by otticials and employees. 

2. Whether all tinancial records maintained are neceeeary and 
-4equate in meeting the needs ot the Ooven:ment. 

3. 1brt.. .41' proper and adequate internal oontrols are provided 
IIld followed. 

4. Identifying and repartine factually to tbe High Cc:maissiOI1Sr 
tboee areas in which wealales11es ar deficiencies were rowld to enst. 

VII. AtJD1T ffiOOlIDtJRE .AND REPQRTilll: 
' . 

A. Nnoncial D111closure: In the course or tinlncial internal audits, 
the Internal Audit Unit shall bring tinancial discrepancies and 
deticienoies to the attention ot the oi'ticial reeponsftle tar tald:Jg 
proper end oorreotive action. Upon oanpletion or the audit, a 
tonaal. report, setting rorth tactually the audit tindings nth 
Qi 11Ri•te eupparting tinu>cial etate=ents and analyses shall be 
prepared. The report eboul.d contain appropriate recommendations 
where preacribed policies and procedures are 1JOt being rol.loved. 
It is imperative that the period or time between completiOll of the 
audit and tbe isBU8DCe or the report be held to the min1nll!D The 
Chier Auditor, or other otticial respa:iaible tor the audit £'unction, 
lhall make appropriate distribution or the audit reports to the High 
Ca!mieeioner and to the appropriate .Assistant Commissioner. 
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B. ~-.~P,serving Sl?!!gi!!l Mention: Government audit programs 
ahall provide tor auditors to appropriately iDclude -in -the audit report: 

l. Observations and t'iilding!I deeervilli special mentioo. 

'2. Becogidtion to operatiDg units where applicable policies, 
procedures and inatructiOil8 are heillg cauplied with. 

3. Notewartey improvement11 made by the operatillg units, aa between 
a prior and cl.E!'l'ellt audit. 

4. Any other matter which in the judgment or the auditor deserves 
camnimdation and documentation, havillg to do with good thillgs 
observed durillg the course or the audit. 

In other words, the audit report ehoUld not he cont'illed solely to 
det'icienoies, discrepancies, criticisma or S\lggeationll, but sllould 
also include, whenever and as appropriate, remarks, t'ill4in&• and 
observations with respect to matters deservillg special mention and 
camnendation. 

c. Di!!()losures in Qther Fiellt§.:, WheDever, duriDg the course of tinanoial. 
audits, auditors IlOte or observe matters in IlOni'inancial areas or 
management, i.e. persoDil41, organization, eto., which appear to Justify 
the attention or staff's or officials reaponsible rar these areas of 
management, the Audit Unit shall include its observations in the audit 
report. Observations or this type should be treated as u addendum to 
the report as "Disclosures in Other Fields". These discloaures shall 
he in the form of factual statement11, they shall avoid reference in ~ 
manner to the observation as a deficiency, and shall not he followed 
by ~ recal!lllendations or S\lgiestions. 

.Audit rep-:-rt.. "ontaining "Diaclosu:res in ~her Fields" ahall he promptly 
and eyateuiatically referred to the organizational unit responsible and 
apecit'ically qualified for the specialized phue or lldminiatration 
involved. 

Such ott'iciala are to review and talat 1111Ch action as mey he necessary 
reapeotiDg the disclosures in accordance with their reapow1ibilitiea. 

Mr. Barrie Duggan 
M8D4ger 
Air Mtc:ronala 
P.O. Box 198 
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December 27. 197.f 

• 

Saipan. Marlana tslaada 96950 

Dear Mr. Duggan: 

Bncloe.d l• • copy of a leuer whl~ I baYe written to 
the Secretary of the·Interlor regarding medical evacuation 
ln the Mlcroneelan Trust Territory. I bell the 1 . 
is self~ry. eve etter 

I would appreclace receiving any views you b:ltgbt have 
which would assist the Senate Interior and Insular Maira 
Committee ln its consideration of this matter. 

HMJ:ddn 
Enclosure 

Sincerely. 

... 
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AIR MICRONESIA, INC. a.a: 
IAf'Utfl Q, DUQCIAN 
VICI ..... IDINT AND GINIRAL MANAQUI 

Januacy 14, 1975 

'lhe Hcaorable Heruy M. Jackson 
tru.ted States Senate 
O:mllittee at Interior and Insular Affairs 
wash~, D. C. 20510 

Dear Senator Jackson: 

'!hank you for your letter of Deostt>er 27th and the a:ipy of yoor 
letter to the Secretary of the Interior. It is l'IDSt enrouraqin;J 
to 1eam of your a:mnittee 's interest in the prcblsn of medical 
evacuaticn in Micronesia. 

Air Micronesia has, since the inception of service in the Trust 
Terri to:cy, carried countless rutbers of mediatl evacuees fran the 
District centers to Guan or Halolulu. Hcwever, in the past, we 
have been prohlbited fran car:cyin;J passen:JerS wh:> require constant 
I.Ee of atygen. Effective Deoe1t>er 9, 1974, Federal JWiaticn Regu­
lations were dlanged in order to all.ow air carriers to carry this 
vitally inp)rtant categai:y of medical evacuee. 'lhus, our capability 
to provide medical evacuaticn service has been tn!nend:>usly enhanced. 

'1he principal prd::>lem ranainin;J is the evacuation of seriously ill 
perscns fran the outer islands to the District centers. CbviCUJly, 
the very nature of our service precludes us f:ran being helpful in 
this area. 

In the event that this prd::>l.em cannot be %e80lved by use of mi.lita:cy 
facilities, it may be timel.y to ooosider the establislmmt an air 
taxi service, utilizin;J sroL (800rt takeoff and landing) aircraft in 
eac:h District. '!his type of an operaticn oould provide regular 
passer¥iJer, freight and mail service bebleen the District centers and 
the outer islands and could be available, literally, on a manents 
notice for medical evacuaticn missiatS. z.tist of the inhabited islands 
have \obrld war n l.andin;J strip;! that a:>ul.d be rehabilitated without 
too nuc:h difficulty or expense to han:ile small aircraft. 

·"'( 

'lhe Hc:narable Hemy M. Jadtson 
January 14, 1975 
Page 2. 
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'!his waild ~ to be an ,.,.............,_, 
to establish b ines -=--........ t:y for Micronesian citi.7.ens 
the a us s and Provide a needed service Because of 
of endealimited financial resources of l!Qlt Micronesiam. this type 

vor \olOuld 1.n:bl:btedl.y require Gollernnent ' 
in the initial stages <l!rtai.nl: th iq:>ebJs SIJRlOrt, at least 
program undezway shcu.id be proyi~ ~ the ~~ kind of 

Hcpe these thoughts are of sane assistan::e to you. 

Sincerely, 

BGD/jp 
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December 27. 197• 

Tbe Hooorab!e Jamee I.t. Sc:bWslnger 
Tbe Secretary o1 Detenae 
Tbl Featagon 
Wuhlngtcm. D. C. 20301 

My dear Mr. Secftltary: 

of a letter wblch I have written to the 
Bnc:loeed l9 a copy gardlag medlcal evacuatloa ID 

Secretuy of the lntertor n 1 believe the Jetter ls self-tbe Mlc%t>neatan TIU8t Ten1tmy. 
explanalory. 

..... view8 you might have I would appreciate :recelv._ any su1ar Affairs 
would uslat the Senate Interior and In 

wblch lderatton of tbls matter• Committee tJl lt8 C008 

HMJ:ddn 
Bncloeure 

Sincerely. 

Henry M. Jaclcsoa 
Chairman 
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ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON, D. C. 20301 

Honorable Henry H. Jackson 
United States Senate 
Washington, o.c. 20510 

Dear Senator Jackson: 

Secretary Schlesinger has asked me to review carefully the situation 
highlighted In the correspondence attached to your letter of December 
27, 1975 regarding search and rescue and medical evacuation In the Trust Territory. 

"'*'1' For the past thirty years, whenever military aircraft or naval ships 
were not actively Involved In military tasks, they were diverted to 
civil medical evecuatlon missions or to civil search and rescue efforts 
throughout the Trust Territory, at no cost to the TTPI ~ent. Thus, 
over the years, people came to expect military vehlcles· to accomplish a 
vast majority of these emergency missions. Unfortunat<efy, two developments 
have affected the type and amount of support which the anned forces can provide the TTPI In the future. 

The first of these Is the fact that amphibian aircraft are no longer In 
the US military Inventory. The Navy on Guam had practically the last 
two of these type aircraft operating In any of the Services, until they 
were no longer aln.orthy and had to be retired. These amphibians were 
particularly effective In evacuating medical emergencies from the Sinai! 
outer Islands which have no airstrips, or at least ·none useable by tod~ 
aircraft. Medical emergencies which can be transported to tt1G larger, 
modern airfields can be evacuated by the commercial Jets of Air Micronesia, 
or by military aircraft when available. As you suggest In your Jetter, 
transportation links to the outer Islands have become the critical deficiency In the medical treatment situation. 

A major overall force reduction Is the other factor which can be felt In 
both the medical evacuation missions from the district centers, and In the 
assistance provided to search and rescue efforts throughout the territory. 
Ships capable of timely assistance no longer are haneported In Guam, al­
though on occasion transiting ships are available to be diverted to a 
search effort. Fortunately, we have been able to keep a squadron of 
patrol aircraft based on Guam and these modern, land-based aircraft are 
&Ktremely effective In search operations, although relatl·vely &Kpenslve to operate on such missions. 

45-309 0 - 75 - 21 
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f which aircraft are 
I or the purpose or ed to cl vi 1 

The nature of the miss on, aircraft from being dedlcat search and 
procured, prevents mlllt~ry As stated In the "National slblllty 
search and rescue ?,P8~~! ~;t Guard has 11 

••• statu;~~ r~!~e 
Rescue Plan!- 196~t~bllshlng, maintaining an: op:~ theghlgh seas and 
for develop ng, e ti of safety on an ov " The Department 
facllltl~jfo~ !~et~~rl:lctlon of the ~lt~d S!~!e~~ pl'lOvlde search 
waters su ec nents on the other han • ···attons· these 
of the Oef~se1~1 In ~upport of their ownbop:~ of no:i1nterference 
and rescue ac t civil needs on a 85 lllta forces 
facll I ti es are used to mee " can assure you that m ry d to 
with the mlllt:'"!v~~~!~~5 in t~e area will ~~l~~r~a~~v:~~~lflcant 
::~r~:~e r:~cue operatlf:o~:S~:~t!:~!~~ ~~ uni lkely In the near 
Increase In the m1nbers o 

future. for over a year and 
d velopments has been foreseen DOD components 

~ ~i;:::c!h~f~~~~t::u:~~l~~un~~!~e~~~~~6~~d~~~on 
and appropr a e d control of the sear an being examined, 
Guard will have r~~derstand other pertinent a~tl~~n~~~lor representatives 
center on Guam.h b n established between Dep 0 

and a dialogue as ee 
and Coast Guard offtclals. ldl some 

ass I stance to you .f n prov ng 
I trust the foregoing ~11~.!iet~s~rrltory from this Increasingly 
relief to our friends n 
difficult problem. 

Copy to: 
Secretary of the lnterlor 
Secret•f'Y of ~nsportatlon 

2 

Morton I. Abramowitz 
Deputy Assistant Secretary 

tolM.., No~ W ....... OW1tMAM 
........ 2".Ar.,AIY. ..._,,,.,_,.,,.. .... ~ 
·""*'~.cw. cunio .... ~WM. 
UC .. r.-~. ""°"'· MAM 0. ""-'"'DA a,.... 
- DL-..zn' ~ ,-. Ut. MN&a Lo -..oa..n. M.Yo 
.MMU ~NVC. -. :IMC. M»U A. MC Q.U ... HMMt 
l'\:l>'t:)ll(,.~eo&.o.. DPITl'P.-..n.rrT,~ ... 'l'\..:M~,....~ 
..._AllllD ...... ~......,,... ... 

.mJUW T. ~ rtr""" DlllJCfWI 
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C:OMMITTSK OH 
INTSftlOll ANQ IN9ULAJlt Al't'AlflS 

WASMINQTOH, D.C. zo"o 
January 13, 1975 

The :S:onoRble Howard H. callaway 
The Secretary of the Army 
Wash:inqton, D. c. 20350 

~ly dear Mr. Secretary: 

. .. 

T!\e Senate Committee of Interior and Insular Affairs 
is preparing a hearing on the oversight operation in the 
Trust Territory, Micronesian Islands, Pacific. 

In a staff visit to the Trust Territories and Okinawa 
it was learned that the Arllly CID Aqency was involved in 
the investigation of the operations of the DOD .Property 
Disposal Operation on Okinawa in connection with the 
Trust Territory. It was further learned that several 
technical violations were noted in the OJ:>8r~tion of the 
Property Disposal Operation in connection with the Trust 
Territories, and of 1'ransporation COde violations which 
were attributable to the Trust Territories on shipment 
of materials fro.ru Okina,wa to the Trust Territorie.s. 

I would appreciate your informing the co?111Uitte.e of the 
status a..~i sc:>pe of the CID investigations relative to 
this matter a.~d your furnishing the committee with any 
reports. which may have been generated. 

ID!J/jbo'l 

Sincerely yours, 

Henry M. Jackson 
Chairman 

, 
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SECRETARY O F THE ARMY 
WASHINGTON 

5 FEB 1975 

This is in reply to your inquiry concerning the oversight operation 
in the Trust Territory, Micronesian Ialmds, Pacific. 

In Jmuary 1974, the United States Array Criml.nal Investigation 
Co-and (USACIDC) received a request from the Naval Investigative Service 
for uaistance in detend.ning the origin md disposition of five re­
frigerator barges to the Trust Territory of the Pacific Islands (TTPI) 
Adml.nistration. USACIDC provided the investigative aasistmce requested. 
Information subsequently developed by USACIDC indicated that erroneous 
Transportation Accomt Codes were being applied to transportation 
doc~nts used in tranaferring Govemment property from Oltimara to TTPI, 
'lbia action resulted in Array Operations and Maintenance fl.Dlds being used 
for transportation and handling coats involved in shipment of cargo 
destined for the Trust Territory (Department of Interior); the erroneous 
use of such codes precluded reimburse•nt to the Array for handling and 
transportation coats, 'lhe USACIDC investigation of this matter was 
coordinated with the Naval Investigathe Service because of that agency' a 
investigati'ue jurisdiction within the Trust Territory as the representa­
tive of the Department of Justice. 

Since nonreintiursable Army accomting codes were being utiliced by 
the Department of Interior, the poBBibility existed that neither that 
agency nor the Trust Territory Administration was 81fare of all -terial 
shipped. In view of the poaaibility that all property may not be accomted 
for, the Department of Justice requested that the investigation include 
information conceming the methods of diapoaal of property by the Army. 
Additional investigative efforts in that regard resulted in obtaining all 
transfer doct111enta (2,550) utilized in the tranafer of property worth 
approximately $9 111.llion from the Okin•• Property Disposal Office to 
TTPI during the period 1971 - 1974. Two crime prevention survey reports 
were prepared md distributed to the Defense Supply Agency which has the 
responsibility for corrective action on the deficiencies noted. Copies 
of these reports are attached for your information. Please note that 
the doct111ents bear the protective marldng FOR OFFICIAL USE ONLY and, 
in this regard, ve vi.11 appreciate your not malting their contents available 
to the public without prior consultation. Information pertaining to all 
transfers of property from the Oldti•a Property Disposal Office to TTPI 
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during the aforemntioned peri d h b 
Investigative Service for us : thas een furnished to the Naval 
deterlllning the disposition ~f ~he perDopepeartyrtment of Justice in 

tranaferred, 

I trust this information will be of asaiatmce, 

2 Incl 
as 

Honorable Henry M. Jackson 
<liairam~ Co-1.ttae on Interior 
and Insular Affairs 

Washington, D. C. 20510 

Sincerely, 

~,v.~ 
Howard B. Call•ay 
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"'""""'· wa...a.a•, ~-"~ 
INTUUO" AHD INaUL.AR APJrAUIS 

w ..... ,_TON, o.c. :r.osto 
January 13, 1975 

The Honorable J. Williall,l Middendorf II 
The Sec.retary of the Navy 
Washington, D. c. 20350 

My dear Mr. Secretary: 

As.you are undoubtedly aware, the Committee.on 
Interior and Insular Affairs is conducting an over­
sight into the management and operation of the Trust 
Territory of the Pacific Islands. 

Recently articles in several papers have quoted 
the High Commisaionar as stating: "I am amazed that 
so much of the united States taxpayers• money has been 
spent largely to. acco:amodate one volatile malcontent, 
Richard Thorpe, whose accusations against me, Deputy 
High Commissioner (Peter) Coleman, Attorney General 
(Richard) Mujamoto a.,d others, have already been com­
pletely discredited after thorough investigations by 
NISO (Naval Investigative Services Office) and the 
United States Attorney on Guam." 

It is my information that NISO did not conduct a 
"thorough investigation" of the allegations raised by 
M1:'. Tftorpe due to a lack of .authority, but has since 
been requested to investigate one or more of those 
allegations. 

I would appreciate it if you would inform me of any 
compl-eted investigations which NISO may have conducted 
with respect to the allegations raised by Mr. Thorpe 
and ~urnish me with a copy of any reports prepared pur­
suant to s·uch investigation. 
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I would also appreciate it if yo~ would inform me 
of.the status and scope of a.,y prese.,t investigat~ons 
beJ.ng conducted by NISO into .Mr. Thorpe's allegations. 

_ .. 

BMJ/jbo'l 

SiRcerely y0urs, 

Henry M. Jackson 
Chairman 

, 
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• 
DEPARTMENT OF THE NAVY 

OFFICE OF THI!: Sl!:CRl!:TARY 

WASHINGTON, D. C. 20350 

The Honorable Henry M. Jackson 
Chairman, Committee on 
Interior and Insular Affairs 

United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

February 11, 1975 

Reference is made to your letter of January 13, 1975, concerning 
a Naval Investigative Service investigation currently being conducted 
in the Trust Territory of the Pacific. 

The Naval Investigative Service investigation co111111enced in 
February 1974, at the specific request of the Depart111ent of Justice, 
baaed on certain allegations made by Mr. Richard Thorpe. Throughout 
the investigation, the Naval Investigative Service received limiting 
instructions from the Department of Justice regarding the scope of 
its investigation. 

In aUllll&ry, · the investigation requested by the Department of 
Justice was directed toward ascertaini.ng the circ\Dllstances surro\Dlding 
the transfer of five reefer barges from the U.S. Army, Korea, to the 
Trust Territory Government, and the subsequent sale of one barge to 
the Delmonte Packing Corporation. Additionally, the investigation was 
directed to determine the facts surrounding the attempted sale of what 
was alleged to be u.s.-owned generators, by a salvage operator on Palau, 

to Mr • Thorpe. 

11\e investigation 1a nearing conclusion, and all reports of that 
investigation should be available no later than March 1, 1975. Inci­
dentally, the Naval Investigative Service has cooperated with, and 
allowed access to pending reports of investigation to, Messrs. Duffey 
and Pialkawicz, both of whom have represented themselves as sharing 
your interests in this matter. 

When the investigation is closed, the Naval Investigative Service 
will provide you with all investigative documents relative to this 

matter. 

Sincerely, 

J, William Middendorf II 
Secretary of the Navy 

Mr. Floyd w. Fagg 
Comptroller 
Government of Guam 
Agana, Guam 96910 

Dear Mr. Fagg: 
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~Cr.Hca ,$!cifos ,$ana£e 
COMMlTTftON 

INTEl'tlOR ANO INSUL.Att AJl'l'Al#t9 

WASHtHCJTON, C,C. Z.051 Q 

January 13, 1975 

Recent~y articles have appeared in various 
papers concerning the recent staff . t' . 
of the Committ . inves igation 
. t ~h .ee on Interior and Insular Affairs 
in o ~ e public works r 
of the Pa~ific Islands~ ogram of the Trust Territory 

. Of specific concern to me is the stat t 
attributed t th · emen Co t 11 o e High Commissioner that "The Federal 

mp ro er, Floyd Fagg, has assured me that h ' . 
report to the Secretary of the Int . is first 
next mo~th. It will bo a erior should be ready 
of all O'.lr Trust Terri; rythorough comprehensive review 

~~~;~s' in~:p~h auditi~g b;r~~~a~m~;~l~~ ~~~rh~;x 
. - ·:· is my understanding that (the starf 
investigation) did not even con -
~Yhoai; pderfo

1
rming a .m~ssion spe~~~c=~~YG~::i~~=~t~~l~~· 

e era law originally su t d 
which employs the investigator;:~s e by the same committee 

Smith ~It is.my un~ers~a.~ding that when a Mr. Dennis 
,. o. t>ie investigating team talked with you and 
.::r, . Floyd Tot um, the Manager of the Trust Te~rit 
Pacific Islands Audits on November 11, he wa; infory d 
that the prese~t d·~ . . orme "' . . -·· au l.~ is a financial review of th 
-rust Territory books and that a management reviewe 
transportation Department will begin eith th' of ~he 
in Feb~uary. Discussions with Al Hansen ~d J~~ ~~~~~r 
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- 2 -

in the team's visit 
of your office earlier dur g_ -~was limited to the 

h t the p-esent re~i~-
co:ifirmed t a •. labll! at headq•.iarters and 
books and. records av~iin the districts was planned -
that no in-depth .wo~ that discussion, your of:ice 
until FY 1976. Dur ng "fi"c. ation of district 

h team that no veri i inf ormea t e ld be performed dur ng 
and headquarters ·1edgers wou 
that review. 

· have conducted .an. in-depth 
J:f~ .indeed, you f the Trust Territories 

-~,..anement and financial audit ot bo .. h in.. the District• 
....... ~ · d partmen s ~ 
including the various e ld appreciate receiving a 
and at headquarters, I wou 
copy of your report. 

ou have any information which 
In addition, if Y d ing their discussion 

was not communicated to the teamt ffurwhich you feel would 
or with your s a ' · ht :i: either with you . . ommittee in its oversig • 

be of assistance to the c ive such information from 
would be most pleased to rece 
you. 

HMJ/jbo'l 

Sincerely yours, 

Henry M. Jackson 
Chainuan 
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United States Department of the Interior 
GOVERNMENT COMPTROLLER FOR GUAM 

•' P.O . BOX Ju 
A AGANA, GUAM 96910 ... . 

February 4, 197t~ 

Honorable Henry M. Jackson 
Chairman, Comnittee on Interior 

and Insular Affairs 
U. S. Senate 
Washington, D C 20240 

Dear Mr. Chairman: 
1..: ~. ! ~- :: . . 

Reference is made to your letter of January 13 relative to the staff 
investigation of the Committee on Interior and Insular Affairs. I believe that 
there are a few of the items in your letter which I can clarify. 

I do not believe the newspaper reports are entirely accurate. 

1. I did give the HiCom a target date on the release of the report but 
I explained to him that this date was not firm. 

2. Our audit report will be responsive to Section 4(g) of P. L. 93-111. 
It will be an in-depth audit of the fiscal accounts of the General Fund and 
Trust Funds of the Trust Territory Govern11e11t. 

3. Prior to the pertinent newspaper article referred to, I told the HiCom 
that we did not meet with your staff Daniel Dreyfus, James Beirne and Walter 
Fialkewicz. I also told the HiCom that we did contact Mr. Dennis Smith of GAO. 

Reference to Mr. Dennis Smith 

1. As mentioned, above, we did meet with Mr. Dennis Smith. Our Messrs. 
James Kahmann and Alan Hansen met with him in Saipan and Mr. Lloyd Tatum and 
I met with him in Guam. 

2. We do plan to initiate in-depth auditing in the districts as necessary 
in the execution of our managerial audits. We hope to be in this phase of our 
work later in FY75. 

3. In our annual audit of the General Fund and Trust Funds, we have lll&de 
such verifications of the Headquarters and District accounts as we deemed 
necessary in consideration of the aateriality of the items. 



Honorable Henry M. Jackson 
Chairaan, COllllittee on Interior and 

Insular Affairs 
February 4, 1975 
Page 2 
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4. Your COllllittee is on our distribution list for all of our reports 
issued on both governments of Guam and the Trust Territory. We have not yet 
finalized our first report, the annual report, on the Trust Territory 
Government. 

s. we do not know of any specific infol'll&tion which would be helpful to 
the Canmittee becau.se the teaa's specific objectives were not made known to 
us. 

we will be happy to respond to any questions or specific assignments which 
would be of assistance. 

We are very appreciative of your interest. 

Sincerely yours, 

~.% 
Government Comptroller for Guam/TTPI 

cc: HiCOlll-TTPI 
OOTA 
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December 27, 1974 

): 

The Honorable Claude S. Brinegar 
The Sec:ret&1'y of Tnn9P0ztatian 
400 Seffllth Street, s. W. 
Waeblngton. D. C. 20590 

My dear Mr. Secretary: 

BncloMCf i8 a copy of a letter whlcb I ba'N wrtttu to the 
Secretary of the Intertor regarding medlcal evacuatioll in 
the Mlcrooeela Tnuir TerrUOl'J• I be!Jeve tbe letter 1.8 Mlf• 
explanatory. 

I ~Id appred.ate :recelvlng any view• you mlgbt have 
whlcb would ualat the Senate lllterlor and Inaular Affalra 
Committee ID lta coa•ideratlon of tbl• inKter. 

HMJ:ddn 
Bnclosure 

Stncemy. 

Henry M. Jackam 
Chairman 

, 
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OFFICE OF THE SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

JAN • 31975 

S8'." 1 '""""!"" ~0·w:rrr.!: 

[Of ~:-~··;9:1?~ 
Ulb~\: ·u u l5illJ 

\:!..;:~!.:.e::. t. c. ;:.:s10 
Honorable Henry M. Jackaon, Chairman 
Committee on Interior and In1ular Affair• 
United State• Senate 
Wa1hington, D. C. 20510 

Dear Senator Jack1on: 

Secretary Brinegar ha1 a1ked that I acknowledge 
receipt of your letter of December 27, 1974, 
concerning medical evacuation in the Microne1ian 
Tru1t Territary. 

Your letter i1 receiving thorough attention and. 
you will be furnished a reply as soon as poasi)>le. 

s;;;l~ ~-
Warren A. Henderson 
Acting Executive Secretary 
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Oltcember 21. 1974 

'1119111Mnb19 A ... edw P. Buttmfleld 
.Mm•n•otntor 
Fedltnl AYl.attGD MmlDllmltloa 
800 IDdepudeace .AYelllMle s. w. 
W~aa. D. C. 20591 

'lbe 5eMte Commltl9e OD lalmlos ud ln8ular Afta1n W coaductllls 
a renew of the maaagemeat o( public worta programe la ti» Trmt 
Tarrltoiy of ti» Pac:Wc 1a1aaU. 

Ae you tmw. eeveral ol the lelande al Mtamuta an ~ 
Mrved with scheduled alr traupOrtadoa by Air Mlc.rmeeta. a llcemed 
Unl&ed States carrier. 'lbe alrstrlpti on the la1anda have been comtruc:ted 
and are znalDtalDed by the Tnac Terrttozy g0vermnent. 

Aa I understud the ettuatloa. the Pederal Avtatloa .Mmtn••ntloa 
preMllC!y bu the ~ co revl.W and apin:oH the destP ud 
Conm:uctton of thoee alntrlpe la the Tru• Territory whlcb are buUt 
.ttb ftJwldngfrom PAA admlalalend prcszam-. The abWly oftbe FAA 
to malamlD survell.laAca OYer the opendon and ma•nrnance of the alntrlpe, 
however. la llmil:ed to lu napoaalblllty to approve the opendou of the 
c:arrlel'. 

To uslllt the Comm!Uee ln lh review. would you plea• proYlde me 
wltb a full report on the eslltblg reepaaalbllltlee and actlYttlee of ti» PAA 
regarding the Trult Territory. .Pleue also provide me wtth your entu.tfon 
of the eultablllty of tbeea ammpmeat8 both under exiatlng coadltloas 
of alr traftlc and Wider tboM which may an. In the future. putlcularl)' • 
tba poulbU~ ~-lcDC3"aed .atrtty al forolp and non-~ commardal 
air cnmc-.m.. a.:r...d ..... aYlltlon llCdYll7· 

l wUl ~ bmJllJOUr reapoueaa 90Cla aa po.iaM. to 
~Ulta&le the Commlnee'e n¥tew. 

HMJ;ddD . 
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February , 19711 

Honorable Henry M. Jackson 
united States Senate 
Washington, D. c. 

Dear Chairman: 

Your letter of January 13, 1975, r99arding 
investigations of allegations made by Richard Thorpei~~n­
cerning activities in the Trust Territory of the Pac ic 
Islands has been forwarded to this Division for reply. 

In your letter you make reference to statement~ 
ttributed to the High commissioner of the Trust Territory. 
~e Department, of course, takes no responsibility for such 

statements. 

As you know, an exception to our normal practice was 
made to accamnodate your staff and they were afforded an 

0 
rtunity to review 'the investigative file, as it :iien 

s~d, in November 1974. Accordingly, we have no obJ ection 
to their continuing review of additional reporta on the 
matter. Should such review raise any specific questions on 

and Of the investigation, please advise. 
the status scope 

Sincerely, ~ 

JO~}!., :::,:;? Ass~a~~ ~ttorney General 

331 

December 27, 1974 

1be Honorable Ropr1 c. B. Monon 
1be Secntary of the Interior 
Wublnston, D. c. 20240 

MJ dear Mr. Secretary: 

The aalt lupectton team of the Senate bartor &Del lnlular Atfalr• 
Committee .,illch recently •lslted Mlcroaesla ha• advllled me that there 
praently are no formal arrangement• tor Che evacuatloa ot critically 
~ured or alck patients to central medlcal facllltlea from the leH wetl­
equlpped lslanda. 

l underaund that the acheduled Alr Mlcro••la flight• frequently 
~ medical e\13C\latloo .erviC'ea, but that there are obvlou• dlaadvantaae• 
ot dltlay and lack of epeclallzed equlpmont. Funbermore, there are no 
pnYleloo1 for alr nacuaclon from lalande whlch have no ecbeduled Ml'Ylce, 
and proYlelons for evacutlon by boat are informal and unnllable. 

I realize that &be ~ dlatance• amoni the Mlcrooeetan leland• 
and the undeveloped condition ot some of the 11lands poae dltflcult probleme 
for an elfecttve medical evacuatlon •rvlc:e. I aleo appreciate that the 
pl'O"lalon of a high degree of eenlce would he a cotltly llDdertaklng, 
putlculady on a per capita baalal. 

I balteve. bowe .. r, tb8t humultary couldentiou require the 
ll'Mtfft poealbla efton1 to re8PCJDd to crttlc:al medlcal c:uH In Mlcroaesla. 
I would llb to be aaured that tbe a.-..• adYaatage lal being taken ot the 
~lJ avalla!M cap9bllltlH ol all Federal aaenclee In the Pacltlc and 
I would lib to nplon tbe pouiblllCle• ol provldlftl a blgber degree or. 
..,ectftc: medical nacuattoa •mce. 

I am nq1M11tlng you. tbenfore, to provide me with a Ml npon 
OD the ecacua ot medlcal rtaCUMlon In Mlcl'Olleala and your ncomnwndatlOIUI 
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for tmproriaa the effecthe .... al eucb Mnlcea. I am maklaa cop•• 
of tbl• i.tt.r aval.lable to the S.Cntartes of Defense and Cl'ranapoltadoll 
ud 1 am aaklq them to explore wltb you the potettal for the ue of 
military and Coa• Ouud facllltte• and peraouel for thl• purpoN. 

l wlll appnclllte a nepoue to ~l8 nqua• at the earHeat 
poa.UU tlme to fuUltatll ~ CommltllN'• COllltlmalna :reYa.w of the 
management of the Tru• Terrltorlea. 

HMJ:ddn 

cc: The lec:ftdrf ol Oefmae 
The Sec:ntary of Tl'anepo~loa 
'Ibe Prealdaat, Conpeea of Mlcronula 
Manaaer, Alr Mlcroneala 

Henry M. Jacklon 
Chairman 
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February 11, 1975 

Honorable Edward Levi 
Attorney General of the United States 
Waahington, D. c. 20503 

My dear Mr. Attomey Generali 

Pleaae refer to ay letter of JUly 24, 1974, 
to At'2orney General Williaa B. Saxbe requesting 
inforaation and report• pertinent to the Permanen~ 
Subc:oaaittee on Inveatigationa inquiryinq into allegationa 
of imp.-oprietiea in the Pacific Trust ~erritoriea. 

Alao, pleaae refer to my letter of January 13, 
1975, to Attorney General WilliaJa B. ~. requesting 
t.~• aaae information plua additional information in 
the same inveatiqation for the Senate Interior and 
Insular Affairs COmd.ttee. 

'l'h• Interior Comnittee will hold an oversight 
hearing relative to this matter on March 10, 1975, 
and thia information ia necessary for the hearing. 

Several telephone requeats have been made in 
the past three weelca by Walter s~ Fial'kewic.z of my 
staff for the above information and aome related 
correapondence through the congressional Liaiaon 
Office at the JUatice Department. To date the in­
formation baa not been received. 

The COllllllittee is particularly interested in 
receiving a copy of the early report of the inveeti­
gation prepared by the tJ. s. Attorney frolll GUam as 
requeated by my staff and which ia being handled by 
your congressional Liaiaon Officer, Thomae Hayes. 

, 
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J: will appCOThg 1~te:dal aa soon 
as poe•ible to facilitate the Committee's preparation 
for the oversight hearing•. J: will advise you later 
if a Justice Department witness will be required at 
the hearing•. 

BMJ/PO'l 

Sincerely yours. 

:Henry x. Jackson 
Chairman 

335 

.llaDorable ..,.,_.. c. a. .llorton 
Sec:ret&r)r of tbe Interior 
•@in.:Jt•• D. C. 20J40 

Ae J'* an -... tM ~. !Meri.or .­
ID-1u Affaire a..i.the will bold onrai9)at 
Jaeu.U.• Oil tM Tnft 'fvritory of ti.. hcific 
181-de. on Mucb 10 met 12. 1175. 

one phaM of the lwuiDga w1U inclade tbe 
•• .... ce""o...,•-tability of uterial recei'led wit.boat eMt 
1'y the Truft 'ferdto:ry from tbe ~t of .oei--. PropeRy .oi.poeai. l'on1'JD zxce .. Pro­
P9rt1 and JVM. 

I _,.ld awneiat• yow fvaialaiq tM 
a-itt• the followiDg reoorda Md iAfonau.­
by Pelanary 14, l975t 

A. A CClpJ' of tbe ,.._.da retained iA 
tbe t.jei- Office of u.. t'rU8t 'hnitoay 
oe <*•• ,,.. of the •terial recei'led. by 
it- 14-*ified. ad dat• •ece!Yed, froa 
DOD cm <*iaawa llDd other DOD loctatioae 
and procee...S throup Okiwa. 

•· A copy of reeorcla retained iA Okilaawa 
of ~t nbUiUtated, b.r it• ..S 
COit eMb. at tJae locratioa OD CJkiMwa plu 
otber nbUilitat6an loc:atimMt iA tbe 
tac:Uic. 
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c A __ ('C fR)~~- in Okinawa 
oi equ~~·~~~rcxn Okinawa 
and other DOD locationa, to the Truet 
Territory and the apecific regiona in the 
Territory plua the date of shipment. 

All of the llibove ahould date from July 1, 
1910 to the present. 

HMJ/to'l 

lineerely youre, 

s.nry •· Jackaon 
Chairman 

.. t;'Clft"..._~ ........ ~ 
..__ ..... "C't. .......,. .......... ....z. 
~~ ..... ~ 0.......Po.~wwe. 
LZllMn~. ""="'I"• lllAml .. JUTPrft.8,._,, 
.&......-:T~Gr't., .. l.A.. ,,,,,.. ..... ~ .... y. 
MNG.-..Jtl:l(.S.:lollC. MMUA.NCa....._~ 
.....,,~~ Dftfftr.~, CllCLA. 
~flla...a..W~ 
19WMDM.llt1Tt.,...,..__ 

JIA:llYT.~rtl#P~ 
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COMNITTDON 
IHTalOflt AND &NaUL.AR Al'PAlft8 

WMKING>a<. D.C. 20510 

December 4, 1974 

The Honorable Rogers c. B. Morton 
The Sec:retazy of the Interior 
Department of the Interior '• ' 
WashiDgton. D. C. 20240 

My dear Mr. SeCret:ary: 

As you know, the Senate ".:om.mlttee on J.nterior and Insular Affairs 
has a keen interest in the adm.iDistration of the Trust Territory of the 
Pacific Islands. 

In a recent visit by staff members t.o the Territory, It was learned that 
the following reports prepared by the Department of the Interior' a AudJt 
and Inspection Division would be of assistance to the Committee'a lDquiry: 

Case# 1972-14 (D.I. 2500) dated March 27, 1972, ''Investtgation of 
Alleged Irregularittea in Administrative Mana~ment and Employee 
Conduct, Trust Territory of the Paclflc Islands, Saipan, Mariana 

• ;- Islands ... 

Memorandum dated October 16, 1972, to the Director of Inspection from 
Stanley s. Carpenter, Deputy Assista.at Secretary for Territorial 
Affairs, Subject Case# 1972•14 (D. L 2500). 

The Amelco· Contract Close-out report by the Inspection Division 
(date of report unknown). 

~ you again for the Department of the Interior's depelldahle and 
responsive aid on this Inquiry. I greatly appreciate your cooperation. 

P.Mf:bfn 

Sincerely, 

Henry M:. Jackson 
Chairman 

, 
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'- ITINERARY OF MEETINGS EXCLUSIVE OF THOSE HELD IN MICRONESIA 

October 21-Papeete, Tahiti 
Met with: Gerard Gilloteaux, Manager, Department of Promo­

tional Publicity, Tahiti Tourist Development 
Board, P.O. Box 65, Papeete, Tahiti 

October 22-Papeete, Tahiti 
Met with: Michel Paoletti, Secretaire General Adjoint, Govern­

m~nt, Papeete, Polynesie Francaise (economic af­
fairs) 

M. Ellicott, Director of Public Works 
Maurice Valy, Secretaire General de la Polynesie 

Francaise, Papeete B.P. 103 
October 24-Pago Pago, American Samoa 

Met with : Lt. Governor Frank Mockler 
W. L. Gallagher, Director of Public Works, Govern­

ment of American Samoa 
Robert Page (Gallagher's Assistant) 

October 28-Bali 
Met with: Jokorda Oka, Assistant to Director Tourism 

October 29-Bali 
Met with : Officials of Bali Government 

Dr. Ngr Ketu, Assisten II Sekretaris Daerah 
Mr. Pastime Merta, Acting Director of Tourism, Gov­

ernment Tourist Office 
Putu Wiadnyana, M.D., MPH, Head, Department of 

Community Medicine, Provincial Health Services 
October 31-Singapore 

Met with : Charles S. Ahlgren (Commercial Attache) 
November 1-Singapore 

Met with: Ambassador Edwin M. Cronk 
Charge d'Affaires William B. Grant 
Embassy briefing with Henery A. Engelbrecht, Chief 

Economic/Commercial Section; 
Charles S. Ahlgren, Commercial Attache; 
Peter B. Morrissey, Economic/Commercial Officer; 
Captain .Tames M. Gammon, Defense Attache Office 
Public Works Department officials 
Christopher Tan, Public Realtions Officer 
S. N adesvaran, Principal Planer, Ministry of Law 

& National Development 
November 2-Hong Kong 

Met with : Robert Miller, Consul Commercial Officer 
(341) 
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November 5-Hong Kong 
Met with: Mr. "\V. T. Knight, Director of Water Supplies 

Mr. G. A.G. Sapstead, Dir. of Engineering Develop­
ment 

Mr . • T. G. Stea, Dir. of Bldg. Development 
November 6 and 7-Part of team-Okinawa 

November 6-16 

Herbert Cochran, Political Economic Officer in the 
Consul 

Lt. Col. Spalding, CID, and staff-reviewed files 
Col. Craig Stewart Smith, U.S. Marine Corps 
Major Benjamin W. Margolius (PDO Cmdr.) 
Theodore K. Gotto, civilian PDO 

During this period of time, team members visited each district 
performing on-site inspection of public works and capital im­
provement projects and meetin~ with District officials, Congress­
men, and organizations. Extensive interviews also were conducted 
with virtually all Departments at Headquarters in Saipan. 

November 18-Honolulu 
:l\fet with: Rear Admiral Hugh A. Benton USN, Director for 

Logistics CINCP AC Staff 
Admiral Noel Gayler USN, Commander in Chief, 

Pacific Group Meeting 
Col. G. L. Miller USAF Deputy Director for 

Logistics CINCP AC staff 
Capt. ,T. L. Reese, CEC, USN, Chief Engineer 

Division, CINCP AC Staff 
LCol. D. A. Cowdan USAF, Supply Opera­

tions Officer CINCP AC staff 
LCol. R. W. McLain, USAF, Policy Officer, 

CINCP AC Staff 
Mr. C. L. Miller, Supply Systems Analyst, 

CINCP AC Staff 
M:r. Boyd McKenzie, Special Assistant to the 

High Commissioner TTPI 
Mr . • T. Sasahara, Chief, Utilization and Redis­

tribution DPDR-P AC 
Mr. R. Kreps, Deputy Director, DPDR-P AC 
Major N. McKenny, USA, Chief Security 

DPDR-PAC 
LCdr J. Boorman, III, USN, ,JAG Staff 

CINCPAC Staff 
Cdr R. Alexander, USN, Pacific Division, 

Naval Facilities Engineering Command 
Mr. T. Flanders, Pacific Ocean Division, U.S. 

Army Corps of Engineers 
LCol. Brown USA, Pacific Ocean Division, 

U.S. Army Corps of Engineers 
LCol. .T. G. Dixon, USMC, Facilities Plans 

Officer, CINCP AC Staff 
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November 18-Honolulu-Continued 
Group Meeting-Continued 

November 18-19-Honolulu 
Met with: Officials of the General Accounting Office: 

Dennis Smith 
John Lopez 
Jerry Allen 
Philip Goulet 

November 18-19-Honolulu 
Met with: John. G:· Webb,. J?irect?r, Pacific Division, Federal 

Aviation Adm1mstration and other members of his 
Staff: 

Captain Hal Olson, Planning, Coast Guard-Pacific 
Captain E. E. McCorey, Chief of Staff, U.S. Coast 

Guard-Pacific 
Jack Clark, Technical Director and Liaison, Somoa 
Lowell Johnson, Inter Island Machinery (Pacific 

Machinery Inc. and John Deere Representative) 
Sub. Theo Davis, Ltd. 

0 
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