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r\ e 1 i T - : , 111. Cc~;cepcion.~ :in S ~ p t e m e r  23, 1988, CIepeda filed  hi^ 

:umr!oris and first amended complaint to quiet title to real. property 

~hich added Eernadita S. Cabrerz. as a defendant. of the. 

!ef endants tirriely filed their answers, aff irrnative Clef enses arid 

:ounterclaims to the first amended complaint. 

kt t e r  ZJ I ti, s i  ~ i k e  ~ortions 01: ilit: p l a i r i ~ i i f ' s  fii.: c 

imended corriplzint was filed by def endarit Robert A. Hefner, the 

,laintiff agreed to f l.le a seconded amended complaint that 0Kiitte~2 

. l a r ; s ~ - ~ n e  c ~ j ~ ~ t , ~ ~  tc ir- the - r t<?-  tc ' 
i"Y L i i d  bL.b.1 

;r; exch tyLss~  f ;I 

- ,  a.; tL1t<::aw&l c'f tkie ; ; , c t i ~ ~ ,  . The secrjrs5 z r n ~ n d e d  coi;;!pisalrit wa;: 

:uhsequentl y filed on January 20, 1989. The seccricl amended con~~lair~r 

I ;  zc. r e  C e 1  Ir:a A. Csr~cepcl on as a dc-fenjar i t .  . N c : , c  c.: :I;r 

lefendants have filed an answer to the second amended complaint. 

On Octcber 6, 1988, plaintiff Wilfred S. Reyes filed his summons 

ind complaint to quiet title to real property in the Commonwealth 

'rizl Court against WilliaR H, Yillard, Patricia H. Mill.ard, Jerry W;. 

:rowel Mary A. Crowe, Marian Aldan-Pierce and Antonio S. G ~ e r r e r o . ~  

In October 12, 1988, Reyes filed his summons and first amended 

:omplaint on the same defendants. 

This action is now known as Commonwealth Superlor Court Civil 
Action No. 88-682. The Hefners are the current lessees of the 
property at tssue in Cepeda's complaint, having lezsed it fror;, 
the ccrrert fee  ~imple title holder Concep-ior, wt~o purchased i t  

f roc; E=rr ;adi ta  F . C a l r e r a ,  Cepeda' s grarlt-ce. 

T h i s  aztlori is n o w  known as Commonwealth Suprlor Court Civil 
Action No.88-705. At the time Reyes filed kLis complaint, the 
Millards were the lessees of the property at issue in the 
complaint, having leased it from Guerrero who purchased it fron 
Aldan-Pierce, Reyesr grantee. The Millards also claimed an 
interest in this property by virtue of a lease assignment  fro^ 
the Crowes, who had leased the property f ron t  Aldan-Pierce. 



:s-~r,te;clair;ls to the first anended coinplaint. On the same dare, t h ~  

iefendarits ii.led a petition for removal to federal court and aalsr! 

:iled their answer, affirmative defenses and counterclaims i~ federal 

iefepciarlt .4 2eeyes never tiled a reply to the cc'~nterc1airns eltlier il- 

:ounterclairns against the defendants. On Marcn 17, 1989, this matter 

Jas rsc,ar~Sed to this court for lack of a federal question. Neither 

.he defendants' nor the Reyes' pending motions were considered by the 

-ed~rzl c m r t  . 

The Cepeda and Reyes actions are two of seven substantially 

similar actions involving the interpretation of Article XI1 of the 

: N M I  Constitution (hereinafter Article XII) that are now pending 

)efore this court. On May 16, 1990, all of these actions came on for 

I status conference to determine the manner in which they were tc 

)rocee2. kt that time, it wzs agreed by all of the parties that t h e  

7r"z1  - < ~  - .-. : . ~ A  :=siries Involved in the interpretation of Article XI? shoui2 

I Teregeyo was named as a defendant in the counterclaims for the 
ostensible reason that she was a co-grantor of the disputed 
property with Reyes. On November 28, 1988, the defendants and 
Teregeyo filed a stipulation in federal court that dismissed 
w i t k , s u t  p~ejudice the counterclaims against Teregeyo only. 



//noor ~eperiding on the Court's inter~retatiori of Article XI?. 

Iri order tc put the threshold issues of Article XI1 

interpretation squarely before the court, counsel for the deferidants 

in the Cepeda 2nd Keyes actions represented that they woiild file 

ii.c,t f oris for judgment GI-i the pl.eadl~-igs 'that W o L i i i x  ;~cco~ip , i s i i  till s ex2 . 

It was then agreed by all the parties to proceed with these 

ti-~r-eshold A r t l c l e  XI1 issues In the Cepeda and Eeyes a c t i c ~ r ~ s  and to 

1 *l(L, .'-I-.- 
Ll;t; ~ ~ i ; ; & i ; i i ~ ~  caszc  1- 3?wyarii7t3 pending the court's rul.ina; ol; 

y 2; 7 .,,.- - ?  c. lnv?.-l\ ,i~i,. F i ~ : i c 1 ~  XI1 I r ~ ~ e r p ~ e t a t l o !  . 7 t + d ~  fur;: 301 p-32 - 

+!?at t ! i e s ~  notlon? w.;culd be hezrd ori Al~gust 22, 1990 An z r d c ?  

- ,- rt.fle:-',l,~ +k,c zl -.:t I*,?; e r , - ~ ' 1 ~ 3  P J r  tkLc ~ ~ , d l  t '7 1 : ~ :  J , i j b C .  

On June 15, 1990, the defendants in Civil Action Nos. 88-682 ar.d 

b 6  705 dld in fact flie motioris for judgment on the pleadings. T ~ E  

plaintiffs timely filed their responses and the defendants ~imely 

f i l e ?  their rep::*. 

At the hearir~g Gn the motions, the defendants were represented 

by Theodore R. Mitchell, Esq., and the defendants were represented by 

Donald C. Williams, Esq., and Marcia Schultz, Esq. 

It was agreed by the parties that since the issues involved in 

the motions before the court were the same, the parties' respective 

arguments on the motions would be collapsed anc! argued together 

rzt'er than separztely. At the hezrmq' s conzlusion, tk~e ccurt took 

r 1 u ~ C i ~ 1 . ~  mid&: dG 47L>er ie~ . t .  

11. THE MOTIONS 

As a preliminary matter, it is essential to engage in some 

procedural housekeeping. The defendants in both of these actions 



/I bring +r,= , , l - l r  ' r;ic,ti-?rls ir, the psture of a Com.R.i'i.:.F. 12 (c) notion far 

j udgrcent Gri :he pl eadix; s . ~ u l e  12 (c) prc- ides : 

I/pieidings are ciosed bdt withi; s i h  time as not to del-; the trial, 
l i /I any party nlay move for j~dgmest on the pleadings. Under 

I Corr:. R .  Civ. F. 7 (a) , where the answer contains a counterc1ai.r: 

'1  Pyramid Lift i s .  CG., 271 F. 26 i (8th Cir . 1959), cert. de~ied 361 I I 

I! After E~yes filed h i s  f i r s t  anezdej c0mpl~j.n;~ tkle def er12arjts ir, 

/ /  counterclaims. Reyes has not yet filed a reply to the counterclaims 

Il thus preventing closure of the pleaciings. Under these circumstances, 

ll it appears that the Reyes complaint defendants' Rule 12(c) motion is 
ll prepatLre. Nevertheless, since tEe defendants' notion i c  essentially 

11 a challenge to the legal basis of Reyes' complaint, the court may 
I/ treat the motion as a C0m.R.Civ.P. 12(b) (6) motion to dismiss for 
II failure to state a claim upon which relief may be granted. A m e r s b a c h  

11 V .  C i t y  of C l e v e l a n d ,  598 F. 2d 1033 (6th Cir. 1979) ; Moxley v. 

11 V e r n o t ,  5 5 5  F .  Supp. 554 (S.D. Ohio 1 9 8 2 ) ~  The fact that the 

5 The Co;mnnwealth Rules of CI-;i! Procedure are pst ternec? after 
the Fecieral Rules of Civil Procedure. Accordingly, Federal 
C,z,Fp7 ~ - , - . ~ ~ t  \.).,. . r  in^ tble aria1 clq-d:i federal ri;le ~ h a 3 . 1  tli= 

autkic:~-;  r & ?  i .ve. See, T e n ~ r i o  T - .  Si~perior Court, I;::.:. 89 - 002, si 
op. at 13 ( N . M . I .  1930) 

6 The court notes that because the Reyes complaint defendants have 
filed an answer to the first amended complaint, a subsequently 
filed Rule 12(0j 1 0 )  motion would be untimely. However, such 
motioris may be ccnsidered were, as 11, the iristarit case, a 
defense of failure to state a ciaim upon which relief may be 



f e d  ha\-t misnamed t h e i r  moriori is i f  nc inport to the court. 1 
I, m-  ! h e  liberality of the . . . . . . federal rules is such that erroneous 

nomenclature does not prevent the court from recognizing the true 

nature of a motion." Owen v. Kronheim, 304 F .  2d 957, 959 (D.C. Cir. 

1962j. 

The Cepeda cornplai~ir: defendants' motion for judgment on the 

pleadings is also not witnout its procedural infirmities. Pursuant 

to Corn. R .  C i v .  F. 15 (a) , the Cepeda complair!t def erdants may not rely 

i j l l  t h e i i  answer file6 Lr i  response to Cepeda's firsr amendea complaint 

for purp;.sec of the seccirid amended comglai~t. Uridel: 2 u l e  i5(&;, they 

r r , :~s t  file an ariswer to the second amended complai~t. The fzct that 
I t . . rl-1 1 , 2 ; 7 r ,  rAot preverts r 1 3 ~ . ~ _  E c f  1:-z ~)lec;dlrz~, t h ~ s  &L^;-cI A ~ T L  a 

Rule 12 (c) moticn for judgment on the pleadings. Mull V. Colt. Co., 

31 F .H.D. 154 (S.D. N.Y. 1962) . However, the court may treat the 

defendants' motion as a Rule 12(b) (6) motion to dismiss for failure 

to stare a claim upon w k , i c h  relief ray be gra:,ted for the s a r ~  

reasons set forth, s u p r a ,  for Rule 12 (b) (6) treatment of the Reyes  

complaint defendants' motion. 

111. RULE 12lb) (6) STANDARD 

A Rule 12(b) (6) motion is zubject to the same standard as a Rule 

/ See a l s o ,  N e w  York State United Teachers v. Thompson, 459 F. 
Supp. 077 ( N . D .  N . Y .  1978, (Ruie 12(c) motior~s by defendants who 
h a c  not answereCi treatea notions to dismiss. ) 



/ 1 2 ~ c ,  r n o t l ~ n . ~  The accepted  r h l e  i s  thz: i c c ~ ~ p l a i n t  shodld nor t~s 
I 
jdiendssed f ~ r  f a i l u r c  t o  s t a t e  a  c la i r :~  urlless A ? ;  appears  beyoil6 d;&t 
I 

I 
l t h a i  t h e  plaintiff car1 prove no s e t  of f a c t s  i n  suppor t  o t  r i l s  clalrr  
I 
Iwhlch would e n t i t l e  hirr t o  r e l i e f .  Conley v .  Gibson, 355 U . S .  41, 78 
I 

5 .  C t .  99,  2  L. Ed.Zd 80 (1957) ; Moor v .  C i t y  of Costa Mesa, 886 F .  

'LCI 260 ( 9 t h  Clr. i9e9) . 
I 
I 

For purpcses  of a  i-rlotlon t o  d i s m i s s ,  tkLe complaint  i s  c o r i s t r ~ ~ e d  

i n  t h e  i l g f i t  rrost f a ~ ~ r a b l e  t~ t h e  p l a l n t l f f  an4 i t s  w e l l - p l e a d e d  

d . i l e & d l i ~ l i b  an5 r e a s o n a u i e  1r;rerences ~ h e r e f r o n ~  a r e  taker! a? t r d e .  

' C iilLree L .  L'eES11 , 4 3 3  U.L. 97 S. Ct. 2 f l Q L ,  5 3  L. ?X,.;Z 5:; 

1'1977; ; G r u w e t  Y .  U.S., 733 F.2d F173 (StL, C::. 1 4 .  I 3  g l ~ ~ l r , c  

p 1 - a d l r - 7 ~  1 I!--: C Z C ~ ~ Y ~ T +  l ~ , ,  - - - 3  , "I,-. - -  L ~ L  T 1 z rA: - 

r e q u l r e d  t o  accep t  l e g a l  conc lus ions  e i t h e r  a l l e g e d  o r  i n f e r r e d  f r o 7  

t h e  p leaded f a c t s .  Unrted S t a t e s  Ex R e l .  Chunie v. Ringrose,  78e F .  

2d 638 ( 9 t h  C i r .  1 9 6 6 ) ,  c e r t .  den ied ,  479 U.S. 1009, 1 0 7  S .  C t .  650, 

c - 1 L. Ed. 2d 7 0 5 .  Whc- c o : - l ~ i d e r l ~ g  t h e  suf f ;ciency of t h e  com121s-.,t, 

t h e  c o u r t  may t a k e  J u d i c i a l  n o t i c e  cf f a c t s  o u t s i d e  t h e  p l e a d i n s s ,  

Mack v. South  Bay Beer D i s t r i b u t o r s ,  I n c . ,  798 F.2d 1279 ( 9 t h  C i r .  

:986),  i n c l u d i n g  r e c o r d s  and r e p o r t s  of a d m i n i s t r a t i v e  b o d i e s .  Id. 

a t  1282; I n t e r s t a t e  Na tu ra l  Gas Co. v .  Southern  C a l i f o r n i a  Gas Co., 

209 F.2d 380 ( 9 t h  C i r .  1953) . 

F: See generally, 5A C .  Wright & A. M l l l e r ,  Federa l  P r a c t i c c  and 

Procedure §I368 ( 1 9 9 0 ) .  



y -  - 
.L . THE P L ~ I P J G C C  

After distilling the conci:~si.ons, of law fro- kcjt!: ccr?plaints, 

the court is left with the fcllowing weil-ple2 factual 

silegztions. ? C  

T h e  court r~utes chat both of the compialnts allege varlous 
transactions oetween various defendants involving tt~e respective 
properties and occurring after the plaintiffs conveyed these 
properties by warranty deeds. Allegations of these subsequent 
transactions are neither relevant nor necessary to the 
resolution of the motions before the court. The only 
transactions necessary for determination of the legal 
sufficiency of the complaints are those between the plaintiffs 
and their immediate grantees. To the extent that the plaintiffs 
allege violations of Article XI1 arising out of these subsequent 
transactions, they have no standing to pursue these cla~rns as 
they were not parties to the transactions. See, S a b l a n ,  et al., 
v. Ipir,oef, et al., Appeal I Jo .  69 O O E ,  sllp op. st 13 ( 1 J . M . 7 .  
i 9 C f i )  . 

Fr-7-c: L. Ter~gt-yo is not a party to this action. see, n. 4, 
supra. 



I 

I/ are persons of Northern Mz.r ia f ias  descent. 0 e 9 1981, Cepea,~ 1 
I 

exec.dr;ed a wzrranty deed in favor of Cabrere corl;eying a certair. 

parcel of real property to Cabrera in fee simple. The warranty deed 

11 was subsequently recorded. I 
This transaction was planned and executed by Jack Layne and or 

Roger Grldleq- or eithel of them acting alone tk-icdgh bernadlta S. 

Cabrera - - their secretary, or through Realty Trust Corporation. 

Tieither Jack L a y i e  nor Fcger G r l d i e y  are persons cf Ifcrthern Msria~as 

aescent . 

30th Cepeda and FEJ-es clam that tkle trx~sac;lc~~c &Leaded ir, 

thelr complalr~t~ are viclatlve of Article XIL. As 5 re~kl:, they 

cor.tt.r,d t i z :  tke , r  w a r - z r t - :  deeSs are vozd aD i z l t i o  arid r;sk <".& 

court to quiet title to the respective properties i~ their names. 

V. ANALYSIS 

The sole issue before the court is whether the well-pled facts 

of the complaints together with all reasonable inferences therefran 

state claims upon which relief may be granted. The logical starting 

point for this analysis is Article XI1 as it existed at the time 

these transactions were executed, which provided in pertinent part:12 

Section 1: Alienation of Land: The acquisition of 
permanent and long-term interests in real property within 
the Commonwealth shall be restricted to persons of Northern 
Marianas descent. 

1 2 T?,-,o? A v ~ r , ~ ~ r : ~ c r l ~  k > c  - i A d > 5 2  01, ' L A A L  7 + "  - ' A  - (-71 r t ejj 2: 
the tip€ they occurred. Waboi ,  ct a l . ,  v. M U E L ,  et al., 2 C . k .  
963 ( D . N . M . I .  App. I j iv .  1987) Sections 2, 3 and 6 of Article 
XI1 were amended by the 1985 Constitutional Convention. The 
instant transactions occurred prior to these amendments. 
Accordingly, the court's analysis of these sections is limited 
+c fhc criginz? p r e  are~~drrent versions as apprcve6 by the 1976 
Constitutional Convention. 



Section 6 : Enfcrceu.eri~ : Any transaction nads  in 
violarion of section 1 shail be void ab i n i t i o .  Whenever 
a cc,rjc.-a?.icri cease? tc be qualified iinder section 5 ,  a 
pern:ar,er!t r.r 2 orig - teri;- ;r iver ~ - - . ^ t  in ls:A in t ! - ~ e  C:omnc~nwez; til 
& z q c i r e d  by the corpc r2 t1 ,n  z~ter tke effective date of 
this Constitution shall bc+ forfeited to the government. 

Nortkierr- Mhrianas Const;tuticonal Convention or, December 6, 1976, st 

Section 3: Permanent and Lona-Term Interests in Real 
Proper~v. This section defines the term "permanent and 
l c n ~  rern interest in real property" used both in the 
Cover~ant and in S 1 .  Twc types of interest are included: 
freehold interests and leasehold interests of longer than 
forty years, including renewai rights. 

The term freehold interests include freehold estates 
of inheritance which are fee simple absolute, fee simple 
determinable, fee simple subject to a condition subsequent, 
fee simple subject to an executory limitation, fee simple 
condltlonal and fee tail. It also includes freehold 
estates not of inheritance which are estates for one's own 
life, estates for the life of another, and estates for 
one'z llfe and the life of another. It includes all typez 
of o, crshir 01 t ; t lr  ~ ~ a 1 . t  (4 by all t l - ~ p -  of deed?, wllis, 
01 b y  Intestate ~ ~ r c e s r ; c r , .  It also ir,ril:ciez all typec cf 

r , r17 a r r a : , 7 p - ~ - , ~  -2- z 7 2 c r ~ k 1 1 p  ~ \ , Y . C ,  - * l ~ r  J L A?,+ :T; 
ve~ted 11-1 t-w; OL PCI c pers,i!i? as tellants 211 ,-on;norl, aid 
<>t;ner~hip in two cr nor6 persons vested in successlon. 

The plaintiffs and defendants have forcefully argued their 

positi~ns concerning the proper interpretatior. and application of 

Article XII. The plaintiffs maintain that since non-NMI descent 

1 



set sor,s eitke~ ~l&ni?ec!  and execstec5 these t~ansactlons or Frovlded 

the n'XI desceiit persrjri wlth the purchase money for tP,e l a n d  or borh, 

the ccurt shculd set aslde their warranLy deeds which set for~h that 

3 person of N M I  descent P~as been sranted fee simple absolute. l 3  

From the plaintiffs' allegations, it can reasonably be lnferred 

tilac I W Z  descent &cr> orA;- {Cabrera and Aidan - Pierce) €rite1 ed irito slde 

igreements wlth nen NMl descent persons (Layne, Gridley and tile 

-'r xesl in w h l  ch t i c  i'Jbfl."I clescerit person? a:ted as de f d c t o  agent 

- ; i i z t ~ 4 ~  GL b i ; i & l i  oi Llle ,ivn iG4I de icei , t  persJr!s i r l  t n e  sale aaa 

L C  g lA  L L 2 :  t 1 ~ : ~  c f t k , ~  i f  pr~pcrty. l 4  F;,] g - r p ~ g s  ,-~f t 1 . r  

:1cticns only, trie r o u l  I \ ar,3 tlie def er~dants ~ u i "  acce? t t h e~s w ~ l  - 

.t- f ,rp r - - I F~ F - - F C  t":efrn- r . Tk, y j I  t 7 -  

\ikich the parties di~agree arid which the court must resolve as a 

rlattel of law upon the rrotlons is whether these well-pled facts and 

inferences therefrom amount to a violation of Article XI1 that would 

~nti'le the ,??air;t:ff s tc relief. 

The plaintiffs 6rqde that upon executing their warranty deeds, 

egal fee simple title welit to Aldan-Pierce and Cabrera while the 

?quitable fee simple title went to Layne, Gridley and the Crowes as a 

esult of these side agreements. Under these circumstances, they 

-1airn that non-NYI descent persons received a prohibited long-term 

Although the term "agent-trustee" as used in the complaints and 
this deci~ion is without doubt a conclusion of law, the 
defendants ccnre3e3 the existence of such reiat~onships in their 
briefs and at oral argument for Farposes of these rr,otloris only. 



lnterest i r ~  IG-~C thus renderir,q tkL=lr warranty Seeds Tci?lc 2D i n i t l c  

Under the plaintiffs' interpreth~l2n and appllca7ic~ of P-rtlcle XII, 

they w ~ u l d  be enritled to have titie to these properties quieted in 

their names. 

The defendants counter that the warranty deeds, involving only 

P l M i  desceLt persJns as grantor and grantee, are perfectlq valla und~r 

Arcicle XI1 and: t5at the side agreeu-rients estab;ishing the de f a c t c  

aqer:cy trust ralationshlps are -~cid E L  ~ r , i t ; c  urder Article XI:. As 

a L ~ S U ~ L ,  i k * ~  ~ ~ L ~ I ~ U ~ ~ L L S  asseLi cna: dp011 execuilol! of e n e  hdrrar1.c;. 

I ~ e 5 4 ,  kldarl Fl~rze a:-- i Cabrer; rece,vsd title :r. fee s l ? l - l t  ; i k s ~ , ~ t ~  

ic the prcpe~t1es f rox the plair,tlf fa w: th the lec;.ai arid equ;taS;le 

- ? A c, - +  - - 5 _ P- 2 : ; 1 1~ kJr l je  -, . T i ?  (2 -*El t' c 5cic: e2.At_sr :I LerF:  orat z:-1 

appllcatlon of Article XI1 tc the pleadings, the complaints would 

fkil to stace ciains upon which relief could be granted. 

On its face, Article XI1 gives no indication whether the 

plaintiffs are @-zitled tc relief Sased upon the fect~a; allegstls-s 

of their cornpiaints. Indeed, it would seem that under a plain 

reading of Article XII, its requirements were satisfied when the 

plaintiffs canveyed by warranty deeds all of their Interests in the 

properties to Aldan - Pierce and Cabrera, both being persons of NMI 

descent. While the parties have referred the court to various 

docurnerits addressing Article XI1 that were either considered or 

z30~;tei'i i;; + _ * c  2 6 ;  e g a t e s  tc t!,e I9 ' F  Coristitutional CoyL-:er,ticz, these 

Z ~ > c i i i i i e ~ t ,  G & -  c L  -y t h e  n -st gt . . = L & ~  a%a~ysle i : :!,- el tir1eA: 

provisions of krticie XI1 and do net contemylatg= + r  . - A -  4- - - +  - -  - I  - 

circumstances now before the court. 

Neverthel~qs, the extent of tl-je involvement cf i a y ~ e ,  Gridley 



arle ayrowe~ irl these ac alle~5j 2 : :  the cc-yl s ~ ~ ~ i -  - 4 -  2 ;  Ti4- cm 

gives rise to the e n  that they attmiizteo to acquire E 

prohibited long-term interest in rhe properties. Accordingly, the 

focus of this analysis must. be directed to the role these de facto 

agency-trust relationsnips played in determining who ul~irnately 

zc,q~~iri;.d the legal sr:d equitable interests in t h e  properties. 

Ti le  general principles which apply to statutory construction are 

e q  1 appllcr;ble in c3ser2 of cor!stir_uticnal c~:~r;~:r?~ct:jo~. 

Faiigeilrla~? v. I ,  2 C.E. 1.148 (D . N . M . I .  App. Div. 1987) . The mcst 

, . f stati~tcry c~:-~s?,i i_ic:ti cil ir; r h ~ l  ~ l - ~ e  ~ ~ ~ ~ ; - ,  l 2ng .~sge  of 

?he s l a t . u t e  should he regardc<ij hs  ccriciusive. Fleiriirlg -v. fiepar-tment 

- + p; . - :- .. ; .: ,-. ,>-.z 6: - , - r ?; > . - -  > .  . ,.... L. - ' - (C;.+& CJjy. 1962 . TI- 3 - -  
'.2 A 4 .  1.1 , t ! : ,_ 

defendants argue that the side agreements, without more, render the 

agency-trust relationships void ab i n i t i o .  It is beyond dispute that 

the side agreements were entered into before the plaintiffs sold 

their 1-ropirtles. La>-rie, 5rjdley and the Crowes could  riot havt: 

acquired a prohibited long-tern, interest in land based solely on the 

existence of such side agreements prior to the plaintiffs' 

conveyances for the simple reason that the plaintiffs still owned the 

properties. At most, Layne, Gridley and the Crowes had agreements tc 

acquire prohibited long-term interests in land with Aldan-Pierce and 

Cabrera. The plain 1angl.l~~;;. sf Article 1 speaks only tc 

+ rz12szcL{  is r , in w a ar,d long - term i riterests i l l  re&, 

r n r  proper- t . j ~  are acquired. inf, zidc agg:rreements eat ab;l ci-.l!!g the dt. f a c i ; .  

sgency - trust relationships are not such a transactions. Because no 

"acquisition" was involved, the section 6 enforcement provisions of 

4rticie XI1 could not be triggered at this point. 



While Azticle XI: enuid mot come i r l t c '  p l a l -  at the fcrrnaricn cf 

these de f a c t o  ager~cy - trust relationsl-Lips, it is a reasonatle 

inference that chey were entered into for an improper purpose - -  thaT 

is to place long-term interests in land in the hands of nor-NMI 

3.escent persons. The parties correctly point out that common law 

_ ~ t l e s  govern the treatnent given to ti-iese agency-trust side 

3greernents. l 5  Thi pi~intiffs argue that the principles of agency 

-ather t?iarl the princi.ples of true?-. contrcl +?is-> acrency- trust sf 36 

3yreernents aria clte Resta~ernent (Second) of Zqericy 514 E ( , 9 5 7 ;  as 

To the extent that En agency-trust agreement is not contrzry t~ 

)ublic policy, the agency principles that the plaintiffs advance 

~ould apply. If, however, the agency-trust relationships now before 

:he court are contrary ts public policy, Restatement (Second) ci 

igency $3  provides: 

"The appointment of an agent to do an act is illegal if 
an agreement to do such an act or the doing of the act itself 
would be criminal, tortious, or otherwise opposed to public 
policy. " 

Comment b. to this section directs the reader to the Restatenent 

Second) of Contracts for rules governing illegal bargains and the 

xf f ect of such  illegzllty ~ p o n  the bzrga~r lr,? palties . Se-~tic:i I-' 

jf c Fest~t errierit / S e s c n d ,  of Cortr? - +  - rro~ic?es that s ,  

g? eements are unenforceable. In the ~nstari: cdses, the agency trust 

5 Pursuant to 7 CMC S3401, "the rules of the common law, as 
expressed in the restatements of the law, as approved by the 
herican Law Institute . . . . shall be the l l i les of decisior~ it, 
t h e  courts of the Con.rnonwealtlL . . . " 



I .  1 ,  this is conrraly to public palicy and the~efor~ 

l l e a l  Thuz, under the relevant agency principles, .;he agencq 

Ij aspects of the side agreements are illegal and unenforceaSle with t h ~  

'ipractical result of rendering the agency principle~ governing I I 
I/ legitimate agericy agreements in6pplicable. 
I / The deferldant c argue that trc st principles control the analysis 

L L L ~ ~ ?  ~ i a y  Lt. creaeed to r m ~ a  tli~e ts land for another. Rec.taiener11 jl 

of the person w h c  pays the purchase price. Restatement iSecond) of 

1,Trusts 8 4 4 0 .  

II One exception to these rules is that neither an express trust 

.tor a resulting trust will be created i: the purpose of the trust is ll 
Restatement (Second) cf Trusts § § 6 0 , 6 5 .  Restatement 

il (Second) of Trusts S 4 4 4  further provides: 

"If a transfer of property is made to one person and 
another pays the purchase price in order to accomplish an 
illegal purpose, a resulting trust does not arise if the 
policy against unjust enrichmerit of the transferee is 
outweighed by the policy against giving relief to a person 
who had entered into an illegal transaction." 

Restatement (Second) of T r ~ ; c ' _ s  B L 1 ?  nakes it clear ?kit F persGr 

I I c f  a trust of such property 
I 

" [ A ]  person who has no capacity to take legal title to 
property has no capacity to become the beneficiary of a trust 
of such property, and a person hzs capacity to continue tc be 
beneficiary of a trust only to the extent that he has capacity 
to hold the legal title to such prcperty." 



/I Because the agency - tr ,st side agreernenEs &re csr~trary to puk1;- 

,policy, they are unenforceable. More imp~rta~tly h~wever, the trust Il 
//aspec2L ci the side agreeaents never came into being upon ~ 1 e  

liplaintif f sf conveyances oi their properties to Aldan Pierce and 

/Cabrera because its purpose was illegal. The application of the 

// kestatal~nt ' s trust provis-:,!is to these side ay: eerlent s eff ectivr,i;~ 

I / pre-empted Layne, Gridley an:! the Crowes fror;; acquiring any legal cr 

liequitable interest in the ~rc,perties at the mmot--:,L of ccn-ve17anc-e c r  
I I 

I result. The only point at which the trusts could have arisen was a' 

ljthe moment of conveyance because prior to conveyance, there was 

I1 nothing for Aldan-Pierce and Cabrera to hold in trust. However, upon 

I/ conveyance hy the plaintiffs, the section 6 er1forcerer;t provision :f 

I~rticle XI1 would have been triggered and rendered the trust aspfc: 

Il of the side agreements void ab i n i t i o  because that was the 

lltransaction whereby a non-h?4I descent person would have obtained a 

I1 prohibited long-term interest in land. Moreover, that is the only 

II transaction requiring voidance to accomplish the purpose of Article 
IX1I. 

Thus, urlder either ayA~iysls, the legal an3 eqxitable titles tc 

I1 hi 
propertlcs went to A l 5 m  E-;erce an2 Cablei6 a:?d remained w;-,, 

11 them. l6  Furthermore, since the plaintiffs were not parties to these 

l 6  The defendants have cited numerous cases from other 
jurisdictions wherein the issues before the cocrt involved the 
same ones now before tnis court . In each 01 ti13se cases, the 
courts held that the legal and equitable titles remained merged 



i r I .  CONCLUSION 

F -  < 7 7 , -  -).] 
"*L- a i C +  , f c i r t  z o i n g ,  - 1 c the Lrl?. 1 +L 1 L~ - 5 

:onciusion of this court that the piaintlffz' corr~~iaints fail to 

state claims upcn whlch the ccilrt may g r a n +  relj~f to them. >Ssv~rs: 

-mpsrta:.t pL z l l c -  psllcy r - sazw-c  silrLc,rt sucl* ; ccr;ciils:or.. 

i s ,  - the i n  t i  a ,  t i  X I  1 z - -A 

3s a vehicle tc penal ize and IrnpoFe a forfeiture ur)r317 Nl31 d e z z e r  t 

7 - 7  A 'za- - ( f - F . .it 3 i r _ ~  ; i y -  - - A  t C - j  r l o t r l - 7  - i~rz-6- :Ijdz T _ c )  ' 

2nd Cakrcra's inherent rlght as persons of Nsrtnern Marlanas descerf 

:o hnlcj, permanext and imq-tern interes~a in real property in t k - e l r  

-~ornelar,d. The objects of the restriction and forfeiture provisions 

~f Artic'e XI1 are non-NMI descent persons. They are the only ones 

subject to Article XI1 sanztions and it is they alone who wcrt 

~ntecded to suffer forfeiture for its violation. To adopt tke 

,laintiffsf argument in these cases would have the effect of turnins 

Irticle XI1 on its ear to reach an unintended and wholly 

mcon~titutional result. 

iK the named grantee of land and did not revert to the grantcr 
121 211 the finding of an 11ieg;il t r u s t  a t t e x p t  od on kehal f c: 
thlrd person or where a third persor~ provided the purcha~e rricy3 - 
fc: arL3 excercisec? ccr,t:ril C - J ~ L  t h e  ~ L T J ~ E L ~ ~ .  See, Aies I . 
Epste in ,  222 S . W .  1012 (Ms. 1920) ; Eoswortl, v. Hagerty, 99 N . W .  
Zd 334 ( S . D .  1959) ; Halney v. N a r i g a n ,  247 Cal. App. 2d 52e, 5 5  
C a l .  Rptr. 638 (1966) ; In Re Tetsumbumi Y a n o ' s  Estate, 206 F. 
995 (Cal. 1922) ; People v. Fujita, 8 P. 2d 1101 (Cal. 1932) . 
The court has not found, and the plaintiffs have not presented, 
any cases wherein the title to real property reverted to the 
original grantor under such circumstances. 



, - !I Second, batk Y?IE  framers' / of A r t i c l r -  >:I1 and the C M I  
! 1 

* - i i L e c l  siature 13 i _, recogriized the necessity of having stability in 
1 
jcon-monwealth iarid lav;. Urlder the plaintiffs' argument, there would 
I 

ll he neither stability nor any certainty in land titles in the 

jjconmonb~ealth. Most, if not all sellers and lessors of land in the 
1 

would be xeqxired to bring quiet title actions against 

pre-iious title h~lders to ensure that no agency-trust side 

I 
leriacr recorcea title d~curr~ents arid the preserlt l a ~ d  recording sj-ster, 

i under such circu~stances. Moreover, the admissibility of par01 

[evidence to contradict the clear language appearing in documents of 

title will remain limited to instances of fraud, duress, illegalityi9 

and the like. 

Finally, the possibilities for fraud and profiteering under the 

plaintiffs' interpretation of Article XI1 would be limitless as real 

or contrived agent-trustee allegations might surface any time after a 

significant rise in land prices. For instance, if a seller of land 

knows at the time of sale that the NMI descent buyer is an aaent- 

t r i l s t e e  of non-NMI descerit persons, he could keep this knowied~e to 

See, Brieiing I " a j i e r -  f o r  t he  i l ie iega t es t c  the ?v'c,rther~; M a r i a z a a  

ll 
Constitutionai Convefition (1976) at p. 9 .  

l R  See, 1 CMC S53701 12. 
j9 Since the plaintiffs' warranty deeds are not violative of 

Article XI? and therefore not illegal under the court's 
x~aiysls, Far01 eviderlce wo;iid not be adrn;sslbie to establlsk, 
otherwise. 



. .r i~mself . and w;l t ti:, s e e  if 1a:;e p r i ; : ~ ~  T C S , ~ .  If they dici r b e ,  t h e  

s e l l e r  could t h ~ n  sEe t o  s e t  as id^ t h e  s a l e  and reap  t h e  b e n e f i t  of  

an upward s p i r a l l i n g  r e a l  e s t a r e  m a r k e t .  I n  a n o t h e r  txample ,  a  

s e l l e r  and buyer  c o u l d  c o n s p i r e  t o  f a b r i c a t e  an a g e r l t - t r u s t e e  

:onnect iori  ir ,  t h e i r  s a l e  t r a n s a ' z t i o n  y e a r s  a f t e r  i t  had been 

zonsumatecl a ~ l d  a: ter ri-merous subsequent  conveyances of t h e  l a n d .  A s  

ir: t h e  f i i - s t  e x i ~ i p l e ,  t h e  c o n s p i r i n g  s e l l e r  would sue tc s e t  a s i d e  

;is s a j ~  an4 cc;u.]a p;i ; : :-~,ff  ~:- ,~ . : : : ; -~: :y ; j~~t-~:~y ~ u ) ~ c : T  : < i t h  c ~ 9 1  tier; (:if 

rrle proceeds f r m  h i s  s a l e  o r  l e a s e  at t h e  tklen higher market p r i c z .  

a ,  Thi:; c3'~,:;slc2r, &.,-: i . ;~  5i. t h e  i rl?,;l;le!. at 1 5  zn,z pertlaps j r i ~ - ~ r r r c i ; . L : : : - ] t ~ ~ , ~  

~ o t : l ~ i ~ s  t w;;uld ~ a r e 1 - y  resLj.1~ :.f ? r  were r.j adopt t h e  p l a i n t i f f ; '  

. >- (-" - 7 7- ; - + r- . - , -  r r , y - r : L - . -  + - ,  ? k i -  T - ' - :  ~. < , A !  - * - L, f '  , = J L ~ ~ I ~ ~ ~ ] - ~ ~ ,  C t , 4 a y f C  d~cis~ic:,:-: 

ices  not d e p r i v e  N M I  descent  persons  of t h e i r  l ands  but  r e a f f i r m s  t h e  

;od- g iven r i g h t  of U persons of Northern Marianas descen t  t o  s e l l ,  

u r c h a s e  and ho ld  "permanent and l o n g - t e r m  i n t e r e s t s  i n  r e a l  p r o p e r t y  

T i th in  t h e  Cos!mo~wea l th" ,  a s  g u a r a n t e e d  by A r t i c l e  X I 1  of t h e  

: o n s t i t u t i o n  of t h e  Commonwealth of the Northern Marianas I s l a n d s .  

Now t h e r e f o r e ,  I T  I S  HEREBY ORDERED, ADJUDGED, and DECREED t h e  

e f e n d a n t s '  motion t o  d i s m i s s  t h e  corriplaints i s  hereby GRANTED and 

he compla in t s  a r e  hereby D I S M I S S E D  w i t h  p r e j u d i c e ,  each p a r t y  t o  

e a r  t h e i r  own c o s t s .  

Entered t h i s  day of Tkvmber ,  1 9 9 0 .  


