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CHAPTER I1 

Security Regulations 

PART 10. GENERAL PROVISIONS 

10.1 Authority. The regulations in this chapter have been 
promulgated and issued by ,the Registrar of Corporations and 
approved by the High Commissioner in accordance with 
Section 3 of Public Law 3-3 

10.2 Basis and Purpose. The regulations in this chapter are 
designed to require the registration and to control the sale of 
certain securities for the protection of investors. 

10.3 Definitions. When used in this chapter, unless context 
otherwise requires, the following definitions shall apply in the 
interpretation and enforcement of the provisions of this 
chapter. 

(a) "Registrar" means the Registrar of Corporations. 

(b) "Issuer" means any person who issues or proposes to issue 
any security, except that (1) with respect to certificates of 
deposit, voting-trust certificates or collateral-trust certificates 
of interest or shares in an unincorporated investment trust not 
having a board of directors or persons performing similar 
functions or of the fixed, restricted management, or unit type, 
the term "issuer" means the person, or persons performing the 
acts and assuming the duties of depositor or manager pursuant 
to the provisions of the trust or other agreement or instrument 
under which the security is issued; and (2) with respect to 
certificates of interest or participation in oil, gas, or mining 
titles or leases or in payments out of production under such 
titles or leases, there is not considered to be any "issuer." 

(c) "Person" means an individual, a corporation, a partnership, 
an association, a joint-stock company, a trust where the interest 
of  t h e  beneficiaries are evidenced by a security, an 
unincorporated organization, a government, or a political 
subdivision of a government, 

(d) "Security" means any note; stock; treasury stock; bond; 
debenture; evidence of indebtedness; certificate of interest of 
participation in any profit-sharing agreement; collateral-trust 
ce r t i f i ca t e ;  preorganization certificate or subscription; 
transferable share; investment contract; voting-trust cert~ficate; 
certificate of deposit for a security; certificate of interest or 
participation in an oil, gas, or mining title or lease or in payments 
out of production under such a title or lease; or in general, any 
interest or instrument commonly known as a "security," or any 
certificate of interest or participation in, temporary or interim 
certificate for, receipt for guarantee of, or warrant or right to 
subscribe to or purchase any of the foregoing. "Security" does 
not include any\insurance or endowment policy or annuity 
contract under which an insurance company promises to pay a 
fixed sum of money either in a lump sum or periodically for 
life or for some other specified period. 

(e) "Sale or sell" means every contract of sale or disposition of 
a security or interest in a security, for value. 

( f )  "Offer" means every attempt or offer to dispose of, or 
solicitation to an offer to buy, a security or interest in a 
security for value. 

PART 1 1. REGISTRATION 

1 1.1 Registration Requirements. 

(a) It shall be unlawful for any person to offer or sell any 
security unless the security is registered under this chapter or 
the security or the transaction is exempted by Section 6 of 
Public Law 3-3, or these regulations. 

11.2 Registration by Qualification. 

(a) Any security may be registered by qualification. 

(b) A registration statement under this section shall contain the 
following information: 

(1) With respect to the issuer and any significant subsidiary: its 
name, address and form of organization; the place and date of 
its organization; the general character of its business; and a 
description of its physical properties and equipment; and a 
statement of the general competitive conditions in theJindustry 
or business in which it is 1.1 will be engaged; 

(2), With respect to every director and officer of the issuer (or 
person occupying a similar status or performing similar 
functions); his name, address and principal occupation for the 
the past five years; the amount of securities of the issuer held 
by him as of a specified date within ninety days of the filing of 
the registration statement; the amount of the securities covered 
by the registration statement to which he has indicated his 
intention to subscribe; and a description of any material 
interest in any material transaction with the issuer or any 
significant subsidiary effected within the past three years or 
proposed to be effected; 

(3) With respect to persons covered by clause (2); the 
remuneration paid during the past twelve months and estimated 
to be paid during the ensuing twelve months, directly or 
indirectly, by the issuer (together with all predecessors, parents, 
subsidiaries and affiliates) to all such persons in the aggregate; 

(4) With respect to irky person owning of record, or beneficially 
if known, ten percent or more of the outstanding share or any 
class of equity security of the issuer: the information specified 
in clause (2) other than his occupation; 

(5) With respect to every promoter if the issuer was organized 
within the past three years; the information specified in clause 
(2), any amount paid to him within such period of intended to 
be paid to him and the consideration for any such payment; 

(6) With respect to any person other than the issuer on whose 
behalf any part of the offering is to be made: his name and 
address; the amount of securities of the issucr held by him as of 
the date of the filing of the registration statement; a description 
of any material interest in any material transaction with the 
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issuer or any subsidiary effected within the past three iears or 
proposed to be effected; and a statement of his reasons for 
making the offering; 

(7) The capitalization and long term debt (on both current and 
a pro forma basis) of the issuer and any subsidiary, including. 
(A) a description of each class of security outstanding or being 
registered or otherwise offered, and (B) a statement of the 
amount and kind of consideration (whether in the form of 
cash, physical assets, services, patents, goodwill or anythng 
else) for which the issuer or any such subsidiary has issued any 
of its securities within the past two years or is obligated to issue 
any of its securities; 

(8) The kind and amount of securities to be offered; the 
proposed offering price or the method by which it is to be 
computed; the basis upon which the offering is to be made if 
otherwise than cash; the estimated amounts of selling expenses, 
including legal, engineering and accounting charges; and a 
description of the plan of distribution of any securities which 
are to be offered: 

(9) The estimated cash proceeds to be received by the issuer 
iiom the offering; the purposes for which such proceeds are to 
be used by the issuer; the amount to be used for each purpose; the 
order of priority in which the proceeds will be used for the 
purposes stated; the amounts of any funds to be raised from 
other sources to achieve such purposes; the sources of any such 
funds and, if any part of the proceeds is to be used to acquire 
any property (including goodwill) otherwise than in the 
ordinary course of business, the names and addresses of the 
vendors, the purchase price, the names of any persons who have 
received commissions in connection with such acquisitions and 
the amount of such commissions and any other expense in 
connection with such acquisition (including the cost of 
borrowing money to finance such acquisition); 

(10) A description of any stock options (or other security 
options) outstanding, or to be created in connection with the 
offering, together with the amount of any such options held or 
to be held by every person required to be named in clause (2), 
(4), ( 9 ,  (6) or (8) and by any person who holds or will hold 
ten percent or more in the aggregate of any such options; 

(11) The dates of, parties to and general effect concisely stated 
of, every management or other material contract made or to be 
made otherwise than in the ordinary course of business if it is 
to be performed in whole or in part at or after the filing of the 
registration statement or was made within the past two years, 
together with a copy of every such contract; and a description 
of any pending litigation or proceeding to which the issuer is a 
party and which materially affects its business or assets 
(including any such litigation or proceeding known to be 
conte~nplated by govern~nen tal authorities): 

(12) A copy of any prospectus, pamphlet, circular, form Ictter, 
advertisement or sales literature intended- as of tile effective 
date to be used in connection with the offering; 

(13) A specimen of the security being registered; a copy of the 
issuer's articles of incorporation and by-laws (or their 
substantial equivalents) as currently in effect; and a copy of 
any indenture or other instrument covering the security to be 
registered, if Registrar does not have a copy; 

(14) A statement that the security being registered when sold -# 
will be issued, fully paid and nonassessable, and, if a debt 
security, a blinding obligation of the issuer; 

(15) A balance sheet of the issuer as of a date within four 
months prior to the filing of the registration statement; a profit 
and loss statement and analysis of surplus for each of the three 
fiscal years preceding the date of the balance sheet and for any 
period between the close of the last fiscal year and the date of 
the balance sheet, or for the period of the issuer's and any 
predecessors' existence if less than three years; and if any part 
of the proceeds of the offering is to be applied to the purchase 
of any business, the same financial statements which would be 
required if such business were the registrant; 

(16) Such additional information as the Registrar may require. 

(c) A registration statement shall state the amount of securities 
to be offered in the Trust Territory. 

(d) A registration statement under this section shall become 
effective when the High Commissioner so orders. 

(e) The Registrar shall have authority in his discretion to 
require that sales be made only pursuant to a subscription 
contract the form of which shall have been filed as an exhibit 
to the registration statement. If the Registrar shall so require a 
subscription contract, it shall be unlawful to sell any security 
registered under this section except pursuant to such a 
subscription contract duly signed by the purchaser, a copy of 
which shall be delivered to him. 

(f) The Registrar may accept a registration statement that omits 
part of the information required by subsection (b) if he 
determines that the omitted part is unnecessary for the 
protection of investors. 

(g) If any prospectus, document or exhibit filed as provided in 
this section shall disclose that any of the securities sought to be 
registered by qualification, or as much as 25% of any class of 
the securities of the issuer to be outstanding, shall have been or 
shall be intended to be issued for any patent right, copyright 
trade mark, process, formula, good will or other intangible 
assets, or for organization or pron~otion fees or expenses, the 
Registrar may require that such securities shall be delivered in 
escrow to some satisfactory depository under an escrow 
agreement, provided that (he owners of such securities shall 
not be entitied to sell or ltransfer such securities or 
to withdraw such securities from escrow .until all 
other stockholders who have paid for their stock in cash shall 
have been paid a dividened ordividends aggregating not less 
than 5% of the initial offering price shown to the satisfaction 
of the Registrar to have been actually earned on the 
investment in any common stock so held. In case of 
dissolution or insolvency during the  time such securities are 
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held in escrow, the owners of such securities sliall not 
participate in  thc assets until after tlie owners of all other 
securities shall have been paid in h l l .  If any securities sought 
to be registered by qualification are to be sold for the account 
of the issuer. and not by underwriters who have or at the time 
of offering shall have purchased such securities from the issuer, 
the Registrar may require that the proceeds from the sale of 
such securities be delivered in escrow to some satisfactory 
depository until at least 75% of the total securities originally 
proposed to be offered and sold shall have been sold and paid 
for. 

11.3 ElTectiveness and Reports. A registration statement filed 
under this article may be filed by the issuer or any other person 
named in Section 2 of Public Law 3-3. When securities are 
registered, they may be offered and sold by the issuer or by 
S U C ~  other person or persons named in the registration 
statement. Every registration statement shall remain effective 
until revoked by the Registrar or until terminated upon request 
of the registrant with the consent of  the Registrar. So long as a 
registration statement remains effective, all outstanding 
securities of the same class shall be considered to be registered 
for the purpose of any nonissuer distribution. So long as the 
registration statement remains effective, the Registrar may 
require the registrant to file repo~ts, not more often than 
qua r t e r ly ,  t o  keep resonably current the information 
contained in the registration statement and the Registrar may 
require such information to be included in the prospectus. 

(a) The following securities in addition to the exemptions set 
forth in Section 6 of Public Law 3-3 are exempted from the 
securities registration requirements of this chapter: 

(1) Any security issued or guaranteed by any other foreign 
government with which the United States currently maintains 
diplomatic relations, if the security is recognized as a valid 
obligation by such issuer or guarantor; 

(2) Any security issued by and representing an interest in or 
adebt of, or guaranteed by, the International Bank for 
Reconstruction and Development, or any national bank, or any 
bank or trust company organized under the laws of any state of 
the United States and supervised by the banking commissioner 
or similar official of that state; 

(3) Any security which is listed or approved for listing upon 
notice issuance on the New York ,Stock Exchange and 
American Stock Exchange; any other security of the same 
issuer which is of senior or substantially equal rank; any 
security called for by subscription rights or warrants admitted 
to trading in any of said exchanges; or any warrant or right to 
subscribe to any of the foregoing securities; 

(4) Any sccuri ty issued in conncctiw with all c~iil)loyecs stock 
purchase. savings. pension. profit-sharing 01- sit~iilar bct~elit 
plan; I_ 

(5) Any sale ol'ils secu~-ities by all issuer il', al'tcr tlic silk. i t  113s 
not 1no1-c lliall lcl~ sccurity holtlcrs. ;md il'its sscuritics I I ~ C  riot 
been ot'Scrcd l o  111s general public by advertisemcrit or 
solicitation. 

( 6 )  Any transaclio~~ pursuan l lo  an o f k r  to existing sccurily 
holders ol' tlie issuer including lioltlcrs 01' transkrable warrants 
issued to existing S ~ ~ L I I - i  ty I~oldcrs and ,cxcrcisable within ninety 
days of their issuancc. i f  either (A)  I I O  con~niission or other 
remuneration (other than a stantll~y commission) is paid or 
given directly or indirectly fol- soliciti~~g m y  security holder in 
the.Trust Territory, or (ti) tlic issuer tivst notilies the Registrar 
in writing of the teniis of thc oft'cr and thc Registrar docs not 
by order disallow the exemption within five full business days 
after the date of the receipt of the notice; 

(b) The following transaction a!e exenipted from all the 
provisions of this chapter: 

(1 )  T h e  issuance of any stock dividend, whether the 
corporation distributing the dividend is the issuer of the stock 
or not, if nothing of value is given by stockholders for the 
distribution other than the surrender of a right to a cash 
dividend where the stockholder can elect to take a dividend in 
cash or stock; 

(2) Any transaction incident to a right of conversion or a 
s t a t u t o r y  o r  judicial ly approved ,  reclassification, 
recapitalization, reorganization, quasi-reorganization, stock 
split, reverse stock split, merger, consolidation or sale of assets. 

(c) In any proceeding under this chapter, the burden of 
proving an exemption shall be upon the person claiming it. 

11.5 Unlawful Practices, Unlawful Offers and Sales, It shall be 
unlawful for any person in the offer or sale of any securities, 
directly or indirectly, (a) To employ and device, scheme or 
article to defraud, or (b) To obtain money or property by 
means of any untrue statement of a material fact or any 
omission to state a material fact necessary in order to make 
the statement made, in the light of the circumstances under 
which they were made, not misleading, or (c) To engage in any 
transaction, practice or course of business which operates or 
would operate as a fraud or deceit upon the purchaser. 

11.6 Civil Liability. Any person violating any provisions of 
these regulations shall be subject to the civil liabilities as 
contained in Section 7 of Public Law 3-3. 

1 1.7 Effective Date. These regulations shall become effective 
thirty (30) days after filing with the District Clerk of Courts. 

TERRITORIAL REGISTER, VOL. 1 NO. 2 - AUGUST 1 5,1974 39 



l ' l ~ l ' l ~ l ~ :  37 Kight to Anlcnd Articles of Incorporation or 
By-laws l0S.l 46 

('C~I(I'OIIIITIO!VS. I'AIII'NI~IZSIIII'S AND ASSO('I:2TIONS I'rocctlurc 10 An~c'i~rt Al.licles of Incorporation 
or By-laws 105.2 46 

('I1;1ptcr 5 
Articlcs of Aine~ld~~lcnt 105.3 46 

('KIII)I T IINIONS Approval of Anlcntluienr 105.4 47 

(lZ~!glll~llioll 9-74) . El'lccl of Approval ol' Aincnd~neiit 105.5 47 

(;ENb RAL PROVISIONS 
Author~ty 
f:ffec~tvt. Date 
Purpose 
Defni tions 

FORMATION OF CREDIT UNIONS 
Incorporation; Shares Subordinate to 
Other Obligation 

Approval of Articles of Incorporation and By- 
laws and Other Prerequisites to Commencing 
Business 

Contents of Articles 
Contents of By-laws 
Payment for Shares; Transfer; Lien 
General Powers of Credit Unions 
Credit Union Members; Shares 
Supervision by Registrar 
Reserve Funds 

SUBSTANTIVE PROVISIONS 1 03 43 
Suspension or Revocation of Charter 103.1 43 
Board of Directors; Committees 103.2 43 
Meeting - Regular, Special, and Voting 103.3 43 
Election of Officers; Powers and Duties of 
Directors 103.4 43 
Method of Calculation of Payment of 
Dividends 103.5 44 
Investment of Funds 103.6 44 

MISCL;. LLANEOUS 1 06 4 7 
Books mcl Kecords - Auditing 106.1 47 i: 

Bonding of Ol'liccrs and lmployecs 106.2 47 
Ann~lal Kepor~ 106.3 47 
Inconsistent AI-ticks of Incorporation or 
By-laws 1 06.4 

Violations E~l.ioinable 106.5 47 

TITLE 37 

CORPORATIONS, PARTNERSHIPS AND ASSOCl ATlONS 

CHAPTER 5 

CREDIT UNlONS 
Regulation 9-74 

PART 10 1 GENERAL PROVISIONS 3 

101.1 Authority. The regulations in this chapter. have been 
promulgated and issued by the Registrar of Corporations and 
approved by the Attorney General and High Con~nlissioner of Q 

the Trust Territory of the Pacific Islands in accordance with 
Section 52, Chapter 3, of Title 37 of the Code of the Trust 
Territory, and shall have the force and effect of law. 

101.3 Effective Date. These regulations shall become effective 
in accordance with the provisions in Section 107, Title 1 of 
the Trust Territory Code. 

101.3 Purpose.The regulations in this chapter are designated to 
facilitate the administration of, and carry into effect the credit 
union laws of the Trust Territory of the Pacific Islands. 

Loans Generally 103.7 - 4 4  
Reserve Fund 103.8 44 101.4 Definitions. As used in this chapter, unless the context 
Special Reserve for Delinquent Loans 103.9 44 otherwise requires, the term: 
Dividends; Ascertaining value of Assets 103.10 44 

a. "Registrar" means the Registrar of Corporations. 

DISSOLUTION 104 4 5 
Voluntary Dissolution by Consent of Members 104.1 45 
Voluntary Dissolution by Act of the Credit 
Union 104.2 4 5 
Revocation of Volutary Dissolution 104.3 45 
Articles of Dissolution 104.4 45 
Involuntary Dissolution 104.5 46 
Automatic Dissolution 104.6 46 
Reinstatement 104.7 46 
During Dissolution 104.8 46 

AMENDMENTS 105 46 

b. "Charter" means an order of the High Con~nlissioner 
granting a corporation right to conduct business as a credit 
union in the Trust Territory of the Pacific Islands, together 
with articles and by-laws which comply with the requirements 
of law. w 

c. "Credit Union" means a cooperative, non-profit association, 
incorporated in accordance with the provisions of the Trust ;- 

Territory Code for the purpose of encouraging thrift among 
its members and of creating a source of credit at a fair and 
reasonable rate of interest. A credit union is authorized to 
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issue shares of stock to its members and perform certain other 
services for them, in accordance with its charter and the laws 
of the Trust Territory. 

d. "Insolvent" means inability of a credit union to pay its 
debts as they become due in the usual course of its business. 

e. "Surplus" as of a given date shall mean the balance of the 
undivided earnings account on such a date, after all losses have 
been provided for and net earnings or net losses have been 
added thereto or deducted therefrom, as the case may be.. 
Reserves shall not be considered as a part of surplus. The 
purpose of this definition is solely for determining the 
maximum amount a credit union may lend to another credit 
union or cooperative, to any member, or borrow from any 
source. 

f. "Paid in and Unirnpairedhcome" as of a given date shall 
mean the balance of the shares account as of such date, less 
any losses that may have incurred for which there is no reserve 
or which have not been charged against individed earnings. 

g. "Net Earnings"' for a given period shall mean the balance 
remining after deducting from the gross income of a credit 
union actually received during such period all expenses paid 
or payable b r i n g  such period, and any losses sustained 
therein (as determined by the board of directors) fpr which 
no specific reserve has been set. Amounts set aside during 
such period as a reserve shall not  be deemed items of 
expense. 

102.1 Incorporation; Shares S u m i n a t e  to Other Obligations. 
Twenty-five or more citizens of the Trust Territory may, 

to the provisions of the Trust ~e r r i to ry  code, 
establish a corporation for the purpose of accumulating and 
investing the savings of its members, making loans to members 
for provident purposes and conducting a credit union as herein 
provided. Every corporation organized under this subchapter 
shall include in the corporate name the words "credit union" 
as well as some other distinguishing word or words. 

Credit unions hereafter incorporated pursuant to this chapter, 
arjd credit unions heretofore incorporated shall hereafter be 
subject to the provisions of these regulations except as 
otherwise herein provided. 

The shares of members shall be debt obligations of a credit 
union subordinate to all other obligations of the credit union. 

102.2 Approval of Articles of Incorporation and By-Laws and 
Othe r  Prerequis i tes  t o  Commencing Business. The 
incorporators shall adopt a set ofu$cles of incorporation and 
by-laws in conforrnancc with this cha'pter, and shall file a copy 
of the same with the ,Registrar of Corporations. When the 
articles and by-laws are approved by the High Commissioner, 
and all requirements of law as to organization are complied 
with, the High Commissioner may thereupon issue a charter 
authorizing the credit union to commence business; provided, 
however, that the High Commissioner shall not issue a charter 

to do business to a credit union when he has reason to believe 
that the corporation is formed for any other than legitimate 
credit union business, or that the moral fitness, financial 
responsibility, or business qualifications of the persons named 
as officers and directors are not such as to command the 
confidence of the community in which the credit union 
proposes to operate. 

102.3 Contents of Articles. An Association of persons seeking 
a charter as a credit union shall submit for the approval of the 
High Commissioner articles of incorporation which shall 
provide at least the following information: 

a. Proposed name of the credit union; 

b. Location of office or place of business; 

c. Proposed duration; 

d. Purposes; 

e. Powers; 

f. Names of incorporators; 

g. Number of directors which shall be not less than five (S), 
and proposed officers; 

h. Names of directors and officers to serve until first election; 

i. Provisions for voting by members; 

j. Provisions for shareholding; 

k. Disposition of financial surpluses; 

1. Provisions for dissolution; 

m. Provisions for amendment of articles of incorporaiton; 

n. Provisions for blanket surety bond to cover officers, 
committee members, and employees. 

102.4 Contents of By-Laws. The by-laws of every credit union 
shall specify: 

a. The date of the annual meeting, which shall be in January, 
Februa ry ,  o r  March of each calendar year, and the 
requirements as to notice of all meetings of membcrs; 

b. The number of directors which shall be odd in number and 
not be less than five nor more than fiftecn, the powers and 
duties of the directors, duties of all officers and maximum 
compensation of thc treasurer; 

c. Thc cond~tionh and q~~alitications for ~nembership, which 
shall limit thc ~ilcn~bcrship to persons having specified 
common bond of interest, membcrs of their families, 
associalwns of such persons, othcr credit unions and 
cmployecs of the credit unlon; 
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d. The  number of members of the credit committee and of  the 
audit committee, wit11 their respective powers and duties; 

e. TIIC condrtions upon wliich shares may be issued, transferred 
t o  another member, or withdrawn; 

f. Thc charges, if any, t o  be made for failure t o  meet 
. obligations ~x~lztu: ; l ly;  

g. The limit t o  which the credit union may borrow; 

h. The conditions upon which loans may be made and repaid; 

i. The method of  receipting for money paid in on  account of 
shares o r  loans; 

j. The manner of  effecting the forfeiture of  a mernoer's shares 
when a balance of less then five dollars has been maintained 
therein for a period of  two years. 

102.5 Payment for Shares; Transfer; Lien. Shares shall be paid 
for in U.S. money. Shares shall no t  be transferable except to  
the account o f  another member. The credit union shall have a 
lien on  the shares of  a member and upon any dividends 
payable thereon u p  t o  the amount of  all debts and obligations 
owed by.him to it. 

102.6 General Powers of Credit Unions. 

a. T o  make contracts; 

b. T o  sue and be used; 

c. T o  adopt and use a common seal and alter the same at  
pleasure; 

d. T o  purchase, hold, and dispose of  property necessary %? 
incidental t o  its operations; -- > -  _ 
e. T o  make loans with maturities not exceeding 3 years to  its 
nlen~bers for provident and productive purposes upon such 
terms and conditions as the credit committee or a loan officer 
may approve. No loan shall be made to a director or menlber 
of  the credit o r  audit committee except as provided herein 
below: 
(I)  The loan must comply with all lawful requirements with 
respect to loans to other borrowers and is no t  on terms more 
favorable than those extended to other borrowers; 

(2) Thc loan is approved by the credit con~niittee and by the 
board of  directors; and 

(3) The borrower takes no part in consideration of his 
application and does not attend any committee or board 
meeting whilc his application is under consideration. 

f. T o  receive from its members payments on shares and 
dcposi ts; 

g. To invcst its funds, as provided in paragraph 103.6 
hereinbelow; 

h. To,make.~deposi.tsIn ba"htSi" ' '" '-" ' \I 

- - 
i. T o  borrow, from any source, in an aggregate amount not  
exceeding 5 0  percentum of its paid-in and unimpa~red .-.- capital * - 
and surplus; -_--- I--*.I-' pi.%=,, Y.."UI-Y-- '  -- * - -" '*' 

ST*- 

j. T o  levy fines in accordance with the by-laws, for failure of 
members t o  meet promptly their obligations t o  the credit 
union; 

k. T o  levy against the shares and dividends, or deposits, o f  any 
member t o  the extent o f  any loans made t o  him or  any other 
obligations t o  the credit union; 

1. T o  annually, and after the provision for required reserves, 
declare a dividend t o  be paid from the remaining net earnings; 

m. T o  fix the interest rate t o  be paid on members deposits; 

n. T o  pay an interest refund t o  members of  record a t  the close 
of  business December 31 in proportion t o  the interest paid by 
them during that year; 

o. T o  make loans exclusively to  members in an amount not  
exceeding $200  or  10% of the credit union's paid-in and 
unimpaired capital and surplus, wh~chcver is greater. All loans 
in excess of  $100  shall be adequately secured. The assignment 
of a member's shares and deposits, o r  the endorsement of  his 
note, shall be deemed security. 1 

p. T o  expel any menlber by a two-thirds vote of the members 
of the credit union present at a General Meeting called for  the 
purpose, but only after an opportunity has been given him to 
be heard. Withdrawal o r  expulsion of a member shall not 
operate t o  relieve him from liability t o  the credit union; 

q. T o  issue shares in the name of a minor subject t o  such 
conditions as may be prescribed by the by-laws; 

r. T o  join in other organizations composed of credit unions; 

s. T o  undertake such other activities relating t o  the purposes 
of the credit union as its charter or by-laws may authorize, not 
inconsistent with the provisions of  this chapter. 

102 .7  e d i t  U n i o n  Members ;  Shares. Credit union 
membership shall consist of  the incorporators and such other 
persons and unincorporated organizations t o  the extent 
permitted by thcse and other rules and regulations approved 
by the High Cornmissioncr. as may be elected t o  membership 
and as such shall each subscribe to at least one share of its 
stock and pay the initial installnlent thereon and the entrance 
fee. Shares may be issued in joint tenancy with right of  
survivorship with any persons designated by the credit union 
member, but n o  joint tenant shall be permitted to  voJe, obtain 

a 

loans, o r  hold oftice, unless he is within the field of 
membership and is a qualified member. Every officer, director, 
and committee member must be a member of the credit union. , t 

102.8 Supervision by Rejs t ra r  - of Corporations. The credit 
union shall be under the supervision of the Registrar of 
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102.9 Reserve Fu~icls. All cnt rancc l2cs and I'incs provided by 
t l~c  by-laws aild 20 pcrcentu~n of the net earnings tach ycar. 
before ~I ie  declaration o f  any dividends, s11a11 be set asi~lc its ;I 
regular resel-vc itgainsl losscs oil bad loans and ;111y o thcr losses 
until i t  equals 1074. of mcn~bcr's sliarclloldings. In addition to 
such regular rescrve. special rescrvcs to protect thc inlerests of 
members shall be establisllcd wllen required (a) by regdation, 
or (b) by the Attorney Gencl-al, or (c) wlicn authorized by the 
board of directors. 

PART 103 SUBSTANTIVE I'ROVISIONS 

103.1 Suspension or Revocation of Charter. The term of the 
credit union's existence shall be perpetual; provided, however, 
that for cause or upon the finding by the High Commissioner 
that a credit union is insolvent, or his violated any provisions 
of law, these rules and regulations applicable to credit unions 
in the Trust Territory. its articles, or its by-laws including any 
anlendments thereto, the High Conlmissioner may suspend the 
operations of@ the credit union until the insolvency o: 
violations have been corrected, or if not corrected, he may 
revoke its articles of incorporation, thereby terminating the 
operations of the credit union. 

A credit union whose operation has been terminated pursuant 
10 this regulation may appeal within 60 days to the High Court 
for reinstatement. If the High Court rules in favor of the credit 
union, its existence shall be deemed to have continued from 
the date of termination. 

103.2 Board of Directors; Committees. The business affairs of 
each credit union shall be managed by a-board of d'lrector? of 
not less than 5 d~rectors; and a credit committee of not less 
than 3 membgrc-and b"y & audit committee of 3 members, to 
be appointed by the board, one of whom may be a director 
other than the treasurer. Any vacancy in the audit committee 
shall be filled in the same manner as original appointments to 
such committee. All members of the board and of the 
committee shall hold office for such terms, respectively, as the 
by-laws may provide. A record of the names and addresses of 
the members of the board and such conlmittees and of the 
officers of the credit union shall be filed with the Registrar 
within 10 days after their election or appointment. No 
member of  the board or of either committee shall as such,.be 
compensated, except that the Treasurer may be compensated 
to the extent authorized by the board of directors. 

103.3 Meeting - Regular, Special, and Voting. The General 
Membership meeting shall be held during the months of 
January, ~ e b r u a r ~ ,  or March following the ciosing of the fiscal 
year at a place designated by the board of directors. Special 
meetings may be held in a manner indicated in the by-laws and 
also may be called at any time by the president, and must be 
called by him when so directed by a resolution of the board of 
directors or by a written request signed by 15 members or 25% 

01 '  tllc lord n~iinbcr ol' ~lwnlhcr-s of the assc?cialiv~~s. ~)rovitlcd 
l l~a[  ( h e  ~ C S O ~ I I ~ ~ O I I .  or ~ C ~ L I C S I  specifics the purpose 01' lllc 
spcci;rl 111cclillg. i l l  which C i W  i l  s11;111 I?c tllc 1111ly 01' lhc 
sccrclary to call sucl~ lllccti~~g to take l h c c  wit11i11 ll~irly days 
al'tcr S L ~ I  ~ ~ I I I ; I I I J .  Spcci;d gcncral mcctings may also bc callctl 
by tlw licgislru oi- ('l~icl'of Econo~nic Dcvclol~mcn~, 01. pcrs011 
aull~orized by him. in s ~ ~ c h  manncr aiid 31 S L I C I I  ti111c ;lnd place 
as I I C  may tlirccl. llc may also dircc~ what inattcrs shall bc 
discussed at (he nweting. A mceting called by thc liegistrar or 
Cllicf (if Econo~nic Devclopn~cnt sliall have all thc powers of a 
gcncral i~lcctirig callcd according to the articlcs and by-laws. 
N o  nsnlbcr shall be entitlcd to vote by proxy, b ~ ~ t  a nlen~bcr 
other t h a n  a natural person may vote through an agent 
designated for the purpose. Irrespective of the number of 
shares held by him, no member shall have morc than one vote. 

103.4 Electlon of Officers; Powers and Duties of Directors. 
At their first meeting following the annual meeting, the 
board of directors shall elect from their number a president, 
vice president, secretary, and treasurer. The offices of 
secretary and treasurer may, if the by-laws so provide, be 
held by one person. The board of directo_rs shall -. have - the ... 
general management of the affairs, funds and records of the 
credit union, shall meet as often as may be necessary, and it 
shall be the duty of the directors: 

a. to act upon applications for membership and upon the 
expulsion of a member; 

b. to fix the amount of the blanket surety bond which shall be 
required of each official, committee member or employee of 
the credit union, and the amount thereof to be approved by 
the Attomey General; 

c. to determine, from time to time, the rate of interest which 
shall be chargedon loans, not to exceed 1% per month on 
unpaid balances, and to prescribe the conditions under which 
interest payments on members' deposits may be made; 

d. to fix the maximum amount of shares which may be held 
by, and maximum amount which may be lent to, any one 
member; 

e. to declare dividends; 

f. to determine the rate of dividends to be paid on shares; 

g. to fill vacancies on the board of directors or on the credit 
committee until the election and qualification of successors; 

11. to have charge of the investment of the funds of the 
corporation; 

i. to perform such other duties as the members may from time 
to time authorize. 

The board of directors and management shall not, in any 
fiscal year, incur any expenditures in excess o f t  h a t  rovjd:d 
for in the budget, or estimates of expenditures ib; that 
year approved by the credit union in a general meeting, 
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103.5 Me~hocl 01' C ' i~l~ul;~tio~i o l ' l ' i ~ y l ~ ~ c ~ ~ t  of Dividcllds. Month -. -- -- - - . .- . . - - - - . . . . - - -. . - . . ... - - - - - -. 
end balances, that is. the kalancc i l l  ~ t i c  sl~arc account at tlic 
end of each 1no11t11, shall be totalled f ~ o m  Dcccmbc~ I t h ~ o u g l ~  
Novcn~her 30. TI:ls total w~ll be ~nultiplicd I,y t l ~ c  h c t o ~  (see 
table hereinbclow) of tllc late of d i v ~ d c ~ ~ d  to be paid. The 
figure thus arrived at will bc the total cash amount of the 
dividend for the year. 

All dividends shall be credited to the share account. Should 
the member wish to withdraw his dividend a regular share 
withdrawal will be made. 

FACTOR TABLE 

Rate of Dividend Factor 

Factors may be calculated by dividing the rate of dividend by 
12. 

103.6 Investment of Funds. The funds of a credit union may 
be invested in the following ways only: 

a. Lent to members of the credit union; 

b. Lent to other credit unions and cooperatives doing business 
in the Trust Territory in the total amount not exceeding 25 
percentum of its paid-in and unpaired capital and surplus; 

c. Deposited in banks doing business in the Trust Territory; 

d. Invested in the obligations of the United States of America 
or securities fully guaranteed as to principal and interest; 

e. Any other manner authorized by the Attorney General. 

103.7 Loans Generally. Loans to individuals in excess of one 
hundred dollars must be secured by assignment of shares or 
other collateral. If the borrowers or endorser is a member of 
the credit committee the loan must be approved by the board 
of directors instead of by the credit committee. 

A borrower may repay the whole or any part of his loan at any 
time without fine or penalty. 

No loan shall be made to an individual who is not a member of 
the credit union. If the credit committee should knowingly 

;~pprovc ~ 1 1 ~ 1 1  a loan, its mcrnbcrs sl~i~ll I)c joir~rly and severally 
liable to the credit union l'or Ilic i~mlcctiatc repaymen1 
tI1crcoI. 

IO3.X , k s c _ r v c ~ ~ ~ ~ .  At tllc close ol' eacll dividend period. 
thcrc shall I)c transierretl to the reserve fund 20 percentum of 
t11c net earnings received by tllc crcdit union during the period 
untii thc rwl-ve fund is cqual to ten per cent of tllc mcmbcrs' 
sl~arcl~olclings of the credit union. Upon recommendation of 
the board ol' directors, thc members. at an annual meeting, 
may increase thc proportion of net earnings 10 be transferred 
to the reserve fund. Losses may be charged to the reserve fund. 
Any sums recovered on items previously charged to i t  shall be 
credited to the rcserve fund. No dividends shall be paid out of 
the reserve fund unless the fund. after such payment, exceeds 
ten per cent of the total members' shareholdings of the credit 
union. 

103.9 Special R ~ S C N ~  for Delinquent Loans. 

a. The reserve fund shall be supplemented by a special reserve 
to be known as the Special Reserve for Delinquent Loans, 
which shall be equal to the excess of the sum of ten per cent 
of the unpaid balances of loans delinquent more than two 
months and less than six months, plus twenty-five percent of 
the unpaid balances of loans delinquent from six months to less 
thap twelve months. and plus eighty percent of the unpaid 
balances of loans delinquent twelve niontlls or more over the 
balance in the reserve fund. In the event it is necessary to 
supplement the Regular Reserve by a Special Reserve >for 
Delinquent Loans, the transfer to the Special Reserve for 
Delinquent Loans shall be made as of December 31 of each 
year, and as of June 30 of each year if dividends are to be paid 
semi-annually, from undivided earnings before any distribution 
of dividends. The maintenance of a Special Reserve for 
Delinquent Loans shall not eliminate the necessity for 
transferring net earnings as of the end of each dividend period 
to the Regular Reserve as required by paragraph 103.8. In the 
event the required transfer exceeds the balance of undivided 
earnings, only the balance of undivided earnings shall be 
transferred to the Special Reserve for Delinquent Loans. 

b. When as of the end of any dividend period, the amount in 
the Special Reserve for Delinquent Loans exceeds the amount 
required by the regulations in this sub-section, the board of 
directors of the credit union may authorize the transfer of the 
excess to undivided earnings. 

c. Upon written application by the board of directors of a 
credit union, the Attorney General may waive in whole or in 
part, the requirement for the maintenance of the Special 
Reserve for Delinquent Loans contained in paragraph a, of this 
section. Such applications shall be addressed to the Attorney 
General. 

103.10 Dividends; Ascertaining Value of Assets. During the 
months of December or January, after provision for the 
required reserves, the board of directors may declare a 
dividend on shares not in excess of 6% of average low monthly 
balance of shares. No dividend shall be paid, if, after the 
payment thereof, the liabilities of the credit union would 
exceed its assets. 
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In ascertaining the value of the assets of the credit union, a 
loan delinquent for more than two but less than six months 
shall be valued at ninety percent of the unpaid balance; a loan 
delinquent for more than six but less than twelve months shall 
be valued at seventy-five per cent of the unpaid balance; and a 
loan delinquent for t3elve months or more shall be treated as 
of no value. 

PART 104 DISSOLUTION 

104.1 Voluntary Dissolution by Consent of Members. A credit 
union may be voluntarily dissolved by the written consent of 
all of its members. 

Upon the execution of such written consent, a statement of 
intent to dissolve shall be executed by its board of directors, 
and verified by one of the officers signing such statement, 
which statement shall set forth: 

a. The name of the credit union; 

b. The names and addresses of its board of directors; 

c. A statement that such written consent has been signed by all 
members of the credit union. 

104.2 Voluntary Dissolution by Act of the Credit Union. A 
credit union may be dissolved by the act of the credit union 
when authorized in the following manner: 

a. The  boa rd  of directors shall adopt a resolution 
recommending that the credit union be dissolved and directing 
that the question of such dissolution be submitted to a vote at 
a meeting of the members. 

b. Written notice shall be given to each member of record at 
least 14 days before such meeting and shall state that the 
purpose or one of the purpose of such meeting is to consider 
the advisability of dissolving the credit union. 

c. At such meeting, a vote of the members shall be taken on a 
resolution to dissolve the credit union. Each member shall 
have one vote, regardless of the number of shares he may have. 
Such  resolution shall be adopted upon receiving the 
affirmative vote of a majority of the members of the credit 
union. 

d. Upon the adoption of such resolution, a statement of intent 
to dissolve shall be exccuted by its board of directors, and 
verified by the oath of one of the officers signing such 
statement, which statenlent shall set forth: 

( I )  The name of the credit union. 

(5) The number of members. 

(6) The number of shares outstanding. 

(7) The number of members voting for and against the 
resolution respectively. 

e. The statement of intent to dissolve, whether by consent of 
members or by act of the credit union, shall be delivered to 
the Registrar. If the Registrar finds such statement complies 
with the requirements of law, he shall file the statement in his 
office. Upon the filing by the Registrar of a statement of 
intent to dissolve, whether by consent of the members or by 
act of the credit union, the credit union shall cease to carry on 
its business, except insofar as may be necessary for the 
winding up thereof, but such filing shall not of itself operate as 
a dissolution and its credit union existence shall continue until 
a certificate of dissolution has been issued by the High 
Commissioner. 

f. After the issuance by the High Commissioner of a certificate 
of dissolution: 

(1) The credit union shall immediately cause notice thereof to 
be mailed to each known creditor of the credit union. 

(2) The credit union shall proceed to collect its assets, sell, 
convey and dispose of such of its properties as are not to be 
distributed in kind to its members, pay, satisfy and discharge 
its liabilities and obligations and do all other acts required to 
liquidate its business and affairs, and, after paying or 
adequately providing for the payment of all its obligations, 
distribute the remainder of its assets, either in cash or in kind, 
among its members according to their respective rights and 
interests. 

104.3 Revocation of Voluntary Dissolution. A credit union 
may, at any time prior to the issuance of a Certificate of 
Dissolution by the High Commissioner, revoke voluntary 
dissolution proceedings theretofore taken in the same manner 
it used to start the proceedings and so notify the Registrar by 
delivering to him a statement of revocation of voluntary 
dissolution. The High Commissioner may issue a certificate of 
reinstatement and the dissolution proceedings shall be revoked 
and the credit union may again carry on its business. 

1 0 4 . 4  Articles of Dissolution. If voluntary dissolution 
proceedings have not been revoked, then when all debts, 
liabilities and obligations of the credit union have been paid 
and discharged, or adequate provision has been made therefor, 
and all the remaining property and assets. of the credit union 
have been distributed to its members, articles of dissolution 
shall be executed by the credit union's board of directors, and 
verified by the oath of one of the officers signing such 
statement. The statement shall set forth: 

(2) The names and addresses of its board of directors. 
a. The name of the credit union. 

(3) The names and addresses of its officers. 

(4) A copy of the resolution adopted' by the members 
authorizing the dissolution of the crcdit union. 

b. That the Registrar has heretofore filed a statement of intent 
to dissolve the credit union, and the date on which the 
statement was filed. 
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c. That all debts, taxes, obligations and liabilities of the credit 
union have been paid and discharged or that adequate 
'provisions have been made therefor. 

d. That all the remaining property and assets of the credit 
union have been distributed among its members in accordance 
with their respective rights and interests. 

e. That there are no suits pending against the credit union in 
any court, or that adequate provision has been made for the 
satisfaction of any judgment, order or decree which may be 
entered against it in any pending suit. 

Upon the High Commissioner's determination that all the 
requirements of law have been compiled with, the High 
Commissioner shall issue a certificate of dissolution and the 
corporation shall cease to exist. 

104.5 Involuntary Dissolution. A credit union may be dissolved 
involuntarily by order of the High Commissioner when he finds 
that the corporation has continued to exceed or abuse the 
authority conferred upon it by law. 

104.6 Automatic Dissolution. If any credit union shall fail on 
two successive annual dates to file the annual report required 
by these regulations, the Registrar shall mail notice to it of 
impending dissolution. Whether or not such notice be mailed, 
if the credit union fails within ninety days after the second 
such annual date to file the annual report such credit union 
shall be thereupon automatically dissolved and its properties 
and affairs shall pass automatically to its directors as trustees 
in dissolution. 

104.7 Reinstatement. A credit union that has been dissolved 
pursuant to paragraph 104.6 may apply to the Registrar for 
reinstatement within five years thereafter and the Registrar 
shall enter an order reinstating the corporate existence upon 
receiving an annual report. Upon the entry by the Registrar of 
an order of reinstatement, the credit union existence shall be 
deemed to have continued from the date of dissolution. 

104.8 During Dissolution. During Dissolution the board of 
directors shall be responsible for conserving the assets, for 
expediting the dissolution and for equitable distributing the 
assets to members. The board may appoint a liquidating agent 
and a delegate part or all of these responsibilities to him and 
may authorize reasonable compensation for his services. The 
board shall also appoint a custodian for the associations's 
records that are to be retained for five years after the High 
Commissioner has revoked the credit union's articles of 
incorporation. 

After the credit union has gone into dissolution, its resources 
shall be used to make payments in the following order: 

a. expenses incurred during dissolution; 

b. payment of creditors; 

c. refmd of members' deposits and interest due thereon, if 
any; - 

d. Thereafter, when all assets of the credit union have 
been converted to cash or found to be worthless, and all loans 
and debts owing to it have been collected or found to be 
uncollectible, and all obligations of the credit union have been 
paid with the exception of amount due its members on shares, 
the books shall be closed and a pro rata distribution made to 
the members; provided, however, that upon application to  the 
Attorney General, and approval by him, a partial distribution 
can be made to shareowners prior to completion of the 
dissolution if the credit union's financial condition permits 
and the rights of the creditors are not impaired thereby. 

Any plan for dissolution, and the appointment of a liquidating 
agent must have the prior approval of the High Commissioner.. 
When deemed advisable or necessary, the High Commissioner 
shall appoint the liquidating agent. 

The liability of each member for the debts and obligations of 
the credit union shall be limited to the extent of his shares in 
the credit union. 

PART 105 AMENDMENTS 

105.1 Right to Amend Articles of Incorporation or By-laws. A 
credit union may amend its articles of incorporation or 
by-laws, from time to time in any and as many respects as may 
be desired provided that the amendment may contain only 
such provisions as might be lawfully contained in the original 
articles of incorporation or by-laws at the time of making such 
amendment. 

105.2 Procedure to Amend Articles of Incorporation or 
By-laws. Amendments to the articles of incorporation or 
by-laws shall be made in the following manner. 

a. The board of directors shall adopt a resolution setting forth 
the proposed amendment; finding that it is in the best interest 
of the credit union anddirectiiig that it be submitted to the 
vote at a meeting of the members, which may be either an 
annual or a special meeting. 

b. Written notice acconlpanied by a copy of the proposed 
anlendment shall be given to each member of record at least 
seven (7) days before the meeting is held. 

c. At such meeting a vote of the members shall be taken on the 
proposed amendment. The proposed amendment shall be 
adopted upon receiving the affirmative vote a majority of the 
members of record. The articles of incorporation may require 
a greater  v o t e  than herein prescribed, either for all 
anendnients or for particular amendments, and any such 
requirement can itself be changed only by the vote so 
prescribed. 

Any number of amendments may be submitted to the 
members, and voted upon by them at one meeting. 

105.3 Articles of Amendnient. The articles of amendment 
shall bc executed by the credit union by its president or 
vice-president and by its secretary or assistant secretary and 
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verified by the oath of one of the officers signing'such at-ticlcs, Tile fiscal year of every credit union shall end a[ the close of 
and shall set forth: business on the thirty-firs1 day of December; in exceptivl' to 

this provision will be granted only on a year to year bas15 
a. The name of the credit union. provided such request is made of the Attorney General in  

writing at least 90  days prior to the intended close of.any 
p b. The amehdnlent so adopted. fiscal year. 

c. The date of the meeting of the board of directors at wluch 
the amendment was found in the best interest of the credit 
union and directed to be submitted to a vote at a meeting of 
the members; the date when notice was given to each member; 
the fact that such notice was given in the manner provided in 
this chapter and was accompanied by a copy of the proposed 
amendment; and the date of the adoption of the amendment 
by the members. 

d. The number of shares outstanding, and the number of 
members. 

106.2 -- Bonding of Officers and Employees. Every individual 
acting as officer or enlployee of a credit union, and handling 
funds or securities amounting to $1,000 or more, in any one 
year, shall be covered by an adequate bond as determined by 
the board of directors, and at the expense of the association. 

106.3 Annual Re& Each credit union shall file with the 
Registrar of Corporations and the Chief of Economic 
Development within the time prescribed by these regulations, 
an annual report setting forth: 

a. The name of the credit union; 

e. The number of members voting for and against such b. Names and post office address of the directors and principal 
amendment. officers of the credit union; 

105.4 Approval of Amendment. The article of amendment 
shall be delivered to the High Commissioner. If the High c. A statement of the aggregate number of issued shares; 

Commissioner finds that the articles comply with the d. A profit and loss statement, and a balance sheet; requirements of law, he shall approve the amendment in 
writing. 

e. Such other information as the Registrar of Corporations or 
L Chief of Economic Development deems necessary. 

105.5 Effect of Approval of Amendment. Upon approval of 
the amendment by the High Commissioner, the amendment 106.4 Inconsistent Articles of Incorporation or By-laws. Any 
shall become effective and the articles of incorporation or article of incorporation or by-laws that are inconsistent with 
by-laws shall be deemed to be amended accordingly. these regulations are hereby superseded. 

No amendment shall affect any existing cause of action in 106.5 Violations Enjoinable. Pursuant to the provisions of 
favor of or against such credit union, or any pending suit to Section 6, Title 37 of the Code of the Trust Territory, all 
which such credit union shall be a party, or the existing rights violations of this chapter are hereby declared to be enjoinable. 
of persons other than the members. 

TITLE 37 

PART 106 MISCELLANEOUS CORPORATIONS, PARTNERSHIPS AND ASSOCIATIONS 

CHAPTER 7 

106.1 Books and Records - Auditing. Each credit union shall 
keep correct and complete books and records of accounts and 
shall keep minutes of the proceedings of its members and 
board of directors; and shall keep at its registered office its 
books and records of accounts, or a duplicate copy thereof 
and a record of its members dving the names and addresses of 
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- - 
all members and the number of shares held by each. These 
books and records shall be .audited at the end of each fiscal PART 1. GENERAL PROVISIONS 

1.1. year by a ,qualified accountant or bookkeeper, who shall not Authority 
1.2. Purpose 

be an officer or director or employee. Where the total loan 
0 .  balance amounts to less than $10,000, at the end of the fiscal 1.3.' Definitions 

year the audit mav be performed bv an auditing committee of 
three, who shall not d~ directors,-officers, o;employees. A 
written report of the audit, including a statement of the 

PART 2. FORMATION OF COOPERATIVE 
* 

amount of business transacted with members. the balance ASSOCIATIONS 

sheet, and the income and expenses, shall be submitted to the 
annual meeting of the credit union with a copy to the Chief of 
Economic Development. 
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TIT1 E 37 

CORPORATLONS. I'AIITNEKSlIll-'S AND ASSOCIATIONS 

CHAPTER 7 

COOPEKATIVES 
(Release No. 7-73) 

PART 1. GENERAL PROVISIONS 

1.1. Authority. The Regulations in this chapter have been 
promulgated and issued by the Registrar of Corporations and 
approved by the Attorney General and the High Conlmissioner 
of the Trust Territory of the Pacific Islands in accordance with 
Section 52, Chapter 3, of Title 37 of the Trust Territory Code. 
These Regulations and any amendments thereto shall have the 
force and effect of law. 

1.2.-Purpose. The Regulations in this chapter are designed to 
facilitate the administration of, and carry into effect the 
cooperative associations laws of the Trust Territory of the 
Pacific Islands. 

1.3. Definitions. In this chapter unless the subject-matter 
requires otherwise: 

(a) "Registrar" means the Registrar of Corporations. 

(b) "Association" means a group enterprise legally 
incorporated under this chapter, and shall be deemed to be a 
nonprofit corporation. 

(c) "Member" means not only a member in a nonshare 
association, but also a member in a share association. 

(d) "Net earnings" means the total income of an association 
minus the costs of operation. 

(e) "Earnings returns" means the amount returned to the 
patrons; in pro~or t ion of their patronage or otherwise in 
accordance with the provisions of Part 6.1 herein. 

(f) "Cooperative basis" means: 

(1) that each member has one vote and only one vote, except 
as may be allowed by the articles or by-laws to proyide for 
voting by member Associations or other entities; 

! 
I 

(2) that the maximum rate at which any return is paid on 
share capital is limited to not more than six per cent per 
annum: 

(3) that net earnings after payment, if any, of said limited 
return on share capital and after making provision for such 

. 

separate funds as may be required or specifically permitted by 
statute, articles, or by-laws. be allowed or distributed, where 
an association has as its principal function trading or dealing in 
goods or produce of any kind, toh members, or patrons eligible 
for and desiring membership, in proportion to their patronage 
during the fiscal period in question; or where an association 
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has as its principal function the production of goods or 
produce, be distributed to members in proportion to their 
wages or to the value of the products of each member; or may 
be retained by the enterprise for the actual or potential 
expansion or improvement of its services, or the reduction of 
charges to  its members, or for any other purpose not 

+ inconsistent with its nonprofit Cooperative character; 

(4) cooperatives other than credit unions for the purposes of 
) 5  these regulations only, as credit unions are dealt with 

elsewhere in the regulations. 

2.3. Articles of Incorporation - Contents. Articles of 
incorporation shall be signed by each of the incorporators and 
acknowledged by at least three of them if natural persons, and 
by the presidents and secretaries if associations, before an 
officer authorized to take acknowledgments. 

Within the limitations of this chapter, the articles shall 
contain: 

(a) a statement as to the purposes for which the association is 
formed; 

(b) the name of the association which shall include the word 

PART 2. FORMATION OF COOPERATIVE ASSOCIATIONS "cooperative"; 

2.1. Who May Incorporate. Any ten or more natural persons or (c) the term of existence of the association which may be 

entities in the Trust Territory of the Pacific Islands may perpetual; 

incorporate under this chapter. An Association may be 
incorporated under this chapter which has as its object the (d) the location and address of the principal office of the 

promotion of the economic interests of its members on a association; 

cooperative basis. 
(e) the names and addresses of the incoporators of the 

2.2. Powers of Association. An association shall have the association; 
capacity to act possessed by natural persons and the authority 
to do anything required or permitted by this chapter and also: (0 the names and addresses of the directors who shall manage 

the affairs of the association for the first year, unless sooner 

(a) to continue as a corporation far the time specified in its changed by the members; 

articles; - (g) a statement of whether the association is organized with or 

(b) to have a corporate seal and to alter the same at pleasure; without shares, and the numbers of shares or memberships 
subscribed for; 

; (c) to sue and be sued in its corporate name; 
(11) if organized with shares, a statement of the amount of 

(d) tomake by-laws for the government and regulation of its authorized capital, the number and types of shares and the par 
affairs; value thereof which may be placed at any figure, and the 

rights, preferences, and restrictions of each type of share; 
J e )  to acquire, own, l io~d, sell, lease, pledge, mortgage, or 
otherwise dispose of any property incident to its purposes and (i) the minimum number or value of shares which must be 
activities; owned in order to qualify for membership; if organized 

without shares, a statement of whether the property rights of 
(0 to own and hold membership in and share capital of other nxmbers shall be equal or unequal, and if unequal the rule by 
associations or any other corporations or any othcr entity with which their rights shall be determined; 
the approval in writing of the Registrar, or to hold any types of 
bonds or othcr obligations approved by the Registrar; and (j) the maximum amount or percentage of capital which may 
while the owner thereof to exercise all the rights of ownership; be owned or ccntrolled by any member; including a statement 

of whether .or not each member shall be limited to a single 
(g) to borrow money, contract debts, and make contracts, share, and whether such single shares shall be of various par 
including agreements of mutual aid or federation with other values; 
associations; all such transactions involving the borrowing of 
money or the contraction of debts to be subject to the (k) the method by which any surplus, upon dissolution of the 
approval in writing of the Chief of Economic Development; association. shall be distributed, in conformity with the 

requirements of Part 6.6 herein for division of such surplus. 
(h) to exercise in addition any power granted to ordinary 

, business corporations, save those powers inconsistent with this The articles may also contain any other provisions not 
chapter; inconsistent with law or with this chapter, for the conduct of 

the association's affairs. 
(i) to exercise all powers not inconsistent with this chapter, 

'U . which may be necessary, convenient, or expedient for the 2.4. Contents of By-Laws. The by-laws may, within the , 

accomplishment of its nmprofit purposes on a cooperative limitations of this chapter provide for: 
basis, and to that end, the foregoing enumeration of powers 
shall not be deemed exclusive. (a) the method and terms of admission to membership and the 
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disposal of members' interests on cessation of membership for 
any reason; 

(b) the time, place, and manner of calling and conducting 
meetings; 

(c) the number or percentage of the members constituting a 
quorum; 

(d) the number, qualifications, powers, duties, term of office, 
and manner, time, and vote for election, of directors and 
officers; and the division or classification, if any, of directors 
to psovide for rotating or overlapping terms; 

(e) the conipcnsation, if any, of the directors and the number 
o r  directors necessary to constitute a quorum; 

(0 the method of distributing the net earnings; 

(g) the various discretionary provisions of this chapter as well 
as other provisions incident to the purposes and activities of 
the association. 

2.5. Filing of Articles and By-Laws - Effect of Charter. The 
articles and by-laws shall be delivercd to the Registrar. If he 
finds that the articles and by-laws conform to law, and if he is 
satisfied that the proposed ncw association will not operate in 
r ich a way as to endanger the .viability of any existing 
association, that it has a reasonable chance of achieving its 
objectives, and that a meeting or meetings have been held, and 
that members and intcnding members understand and agree to 
the proposed articles and by-laws, he shall file the same. After 
such filing, the High Conimissioner shall issue a charter of 
incorporation, whereupon the corporate existence shall begin. 
Such charter shall be conclusive evidence of the fact that the 
corporation has been duly incorporated. An appeal shall lie to 
the High Commissioner against the refusal of the Registrar to 
file articles and by-laws of an association, within one month 
from the date of such refusal. 

PART 3. AMENDMENTS 

3.1. Arnend~nents of Articles. A~nendinents to the articles 
may be proposed by a two-thirds vote of the board of - - 
directors, or by petition of 10 percent of the association's 
members. Notice of the meeting to consider suck amendment 
sluall be sent by the Secretary at least thirty days in advance 
the reo f  t o  e a c h  member at his last known address, 
accompanied by the full text of the proposal and by that part 
of the articles to bc a~nended. Two-thirds of the member-s 
voting may adopt said aniendment and when verified by the 
president and secretary, it shall be f l ed  and recordcd with the 
Registrar within thirty days of its adoption i f  al,'proved by the 
High Con~missioner. 

If the amendment is to alter thc preferences of outstanding 
shares of any type, or to authorize the issuance of shares 
having preferences superior to outstanding shares ot' any type 
the  vo tc  of two-thirds of thc menibers owning such 
outstanding shares affected by the changc shall also be 

required  for the adoption of the amendment; if the 
amendment is to alter the rule of which members' property 
rights in a nonshare association are determined, a vote of 
two-thirds of the entire membership shall be required. 

The amount of capital and the number and par value of shares 
may be diminished or increased by amendment of the articles 
but the capital shall not be diminished below the amount of 
paid-up capital existing at the time of amendment. 

3.2. By-Laws - Adoption, Amendment, or Repeal. Subject to 
approval of  the High Commissioner, by-laws shall be adopted, 
amended. or repealed by at least a majority vote of the 
n~en~bers voting. 

PART 4. SUBSTANTIVE PROVISIONS 

4.1. Meetings - Regular and Special. Regular meetings of 
members shall be held as prescribed in thc by-laws, but shall be 
held at least once a year. Special meetings may be called at any 
time by the president, and must be called by him when so 
directed by a resolution of the board of directors or by a 
written request signed by 15 inembers or 20% of the total 
number of members of the association, whichever is less, 
provided that the resolution, orrequestspecifies the purpose of 
the special meeting, in which case it shall be the duty of the 
secretary to  call such meeting to take place within thirty days 
after such demand. 

Special general meetings may also be called by the Registrar or 
Chief of Economic Development or a person authorized by 
him, in such manner and at such time and place as he may 
direct. He may also direct what matters shall be discussed at 
the meeting. A meeting called by the Registrar or Chief of 
Economic Development shall have all the powers of a general 
meeting called according to the articles and by-laws. 

4.2. Notice of Meetings. The secretary shall give notice of the 
time and place of meetings by sending a noticc thereof to each 
member at his last known address not less than the number of 
days in advance of the meeting specified in the by-laws or by 
posting the notice thereof at least 30 days prior to such 
meeting, in a conspicuous place in the office or the principal 
place of business of this association, where it may be read by 
members. In case of a special meeting, the notice shall specify 
the purpose for which such meeting is called. 

4.3. Meetings by Units of the Membership. The articles or 
by-laws may provide for the holding of meetings by units of 
&e niembe&lp~ and may provide foramethod of transmitting 
the votes there cast to the central meeting, or for a method of 
representation by the election of delegates to the central 
meeting, or for a conibination of both such methods. 

4.4 Voting - One Member, One Vote. Each member of an 
association shall have one and only one vote, except that 
whew an association includes among its members any number 
of other associations or groups organized on a cooperative 
basis, the voting rights of such member associations or groups 
may be as prescribed in the articles or by-laws. 
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No vo t ing  ag reement  or other device to  evade the 
one-member-one-vote rule shall be enforceable at law or in 
equity. A motion on which the voting for andagainst is equal 
shall be deemed to be lost. 

4.5. Proxy Voting Prohibited. No member shall be permitted 
O by vote by proxy. 

4.6. Voting by Mail. The articles or by-laws may provide for 
either or both of the following types of voting by mail: 

(a) That the secretary shall send to the members a copy of any 
proposal scheduled to be offered at a meeting, together with 
the notice of said meeting, and that the mail votes cast by the 
members shall be counted together with those cast at the 

.pleeting if such mail votes are returned to the association 
within a specified number of days. 

(b) That the secretary shall send to all members absent from a 
meeting an exact copy of the proposal acted upon at the 
meeting, and than the mail vote of the member upon such 
proposal, if returned within a specified number of days, shall 
be counted together with votes cast at said meeting. 

The articles or by-laws may also determine whether and to 
what extent mail votes shall be counted in computing a 
quorum. 

4.7. Application of Voting Provisions by Mail. If an association 
has provided for voting by mail, any provision of this chapter 
referring to votes cast by the members shall be construed to 
include the votes cast by mail. 

6 

4.8. Application of Voting Provisions by Delegates. If an 
association has provided for voting by delegates any provision 
of this chapter referring to votes cast by the members shall 
apply to votes cast by delegates; but this shall not permit 
delegates to vote by mail. 

4.9. Directors An association shall be managed by a board of not 
less than five directors, who shall be elected for a term fixed in 
the by-laws not to exceed two years, by and from the 
members of the association and shall hold office until their 
successors are elected, or until removed. Vacancies in the 
board of directors, otherwise than by removal or expiration of 
term, shall be filled in such manner as the by-laws may 
provide. 

director involved shall have an opportunity to be heard at said 
meeting. A vacancy caused by any such removal shall be filled 
at the same meeting by the vote provided in the by-laws f o ~  
election of directors. An officer may be removed from office 
by the majority vote of the directors at a regular or special 
meeting of the board. 

4.12. Powers of  Directors. The board of directors and 
management  shall not, in any fiscal year, incur any 
expenditure in excess of that provided for in the budget or 
estimates of expenditure for that year approved by the 
associa t ion  in general meeting, unless such additional 
expenditure is specially approved by the association in general 
or special meeting. 

4.13. Eligibility for Election to the Board of Directors. A 
member shall not be eligible for election to the board of 
directors if he, or any entity of whlch he is partier dr 
member, is engaged in any trade or business: 

(a) where the member in question is on a board of any 
association which has among its principal functions the making 
or guaranteeing of advances to its members, or is a money 
lender. 

(b) where the member in question is on the board of any 
association which has among its principle functions trading or 
dealing in goods of any kind, trades or deals (whether as 
principal or agent) in such goods. Directors and officers will 
only represent their cooperative association as authorized by 
the board of directors. 

4.14. Referendum of Acts of Directors. The articles or by-laws 
may provide that within a specified period of time any action 
taken by the directors must be referred to the members for 
approval.or disapproval if demanded by petition of at least 10 
percent of all the members or by vote of at least a majority of 
the directors, provided, however, that the rights of third 
parties which have vested between the time of such action, 
and such referendum shall not be impaired thereby. 

4.15. Limitations Upon Return on Capital. The return upon 
capital shall not exceed 6 percent per annum upon the paid-up 
capital and shall be noncumulative. 

Total return upon capital distributed for any single period 
shall not exceed 50 percent of the net earnings for that period. 

PART 5. MEMBERSHIP 
4.10. Officers. The officers of an association shall include a 
president, one or more vice-presidents, a secretary and a 
treasurer, or a secretary-treasurer. The officers shall be elected 
annually by the directors unless the by-laws otherwise 
provide. The president and at least one vice-president must be 

. directors, but no other officer need be a director. Any two or 
more offices, except those of president and secretary may be 
held by the same person. 

4.1 1. Removal of Directors and Officers. A director may be 
removed with or without cause by a vote of two-thirds of the 
members voting at a regular or special general meeting. The 

5.1. Eligibility and Admission to Membership. The election 
and admission of members to a chartered association shall be 
in such manner and upon such conditions as the by-laws shall 
provide. 

5.2. Subscribers. Any natural person or group eligible for 
membership and legally obligated to purchase a share or shares 
of, or membership in, an association shall be deemed a 
subscriber. The articles or by-laws may determine whether, 
and the conditions under which, any voting rights or other 
rights of membership shall be granted to subscribers. 
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5.3. Share and Mclilbcrshiy ('crtiticates - Issuance and- - - - -. . - - . . . . , - . . - . . - - - . . . - . . . . - . . . . .. . . .. . . - . - - - - .. - - . . 
Content. No certilicatc for sharc or ~iicnlbcrsl~io ca~i ta l  shall 
be issued until the par value thercof has been piid kr In full. 
There shall hc printed upon each certif~catc rssucd by a ~ :  
association a full or condensed statement of the reyuircment~ 
of Part 4.4,4.5, and 5.4 I~crein. 

5.4. Transfer of Shares and Membership - Withdrawal. If a 
member desires to withdraw from the association or disposes 
of any or all of his holdings therein, the directors shall have 
the power to purchase such holding by paying him the par 
value of any or all of the holdings offered. The directors shall 
then reissue or cancel the same. A vote of the majority of the 
members voting at a regular or special meeting may order the 
directors to exercise this power to purchase. 

If the association fails, within sixty days of the original offer, 
to purchase all or any part of the holdings offered, the 
member may dispose of the unpurchased interest elsewhere, 
subject to the approval of the transferee by a majority vote of 
the directors. Any would-be transferee not approved by the 
directors may appeal to the members at their first regular or 
special meeting thereafter, and the action of the meeting shall 
be final. If such transferee is not approved, the directors shall 
exercise their power to purchase, if and when such purchase 
can be made without jeopardizing the solvency of the 
association. 

5.5. Share and Membership Certificates - Recall. The by-laws 
may give the directors the power to use the reserve funds to 
recall: at  paT value, the holdings of any member in excess of 
the amount requisite for membership; and may also provide 
that if any member has failed to patronize the association 
during a period of time specified in the by-laws, the directors 
may use the reserve funds to recall all his holdings and 
thereupon he shall cease to  be a member of the association. 
When so recalled, such certificates of share or membership 
capital shall be either reissued or cancelled. 

5.6. Share and Membership Certificates - Attachments. The 
holdings of any member of an association, to the extent of the 
minimum amount necessary for membership, but not to 
exceed $50, shall be exempt from attachment, execution, or 
garnishment for the debts of the owner. If any. holdings in 
excess of this amount are subjected to such liability, the 
directors of the association may either admit the purchaser 
thereof to membership, if eligible, or may purchase from him 
such holdings at par value. 

5.7. Liability of Members. Members shall not be jointly or 
severally liable for any debts of the association, nor shall a 
subscriber be so liable except to the extent of the unpaid 
amount on the shares or membership certificate subscribed by 
him. No subscriber shall be released from such liability by 
reason of any assignment of his interest in the shares of 
membership certificate, but shall remain jointly and severally 
liable with the assignee until the shares or certificates are fully 
paid up. 

5.8. Expulsion of Members - Procedure - Purchase of 
Holdings. A member may be expelled by the two-thirds vote 

of tlic mclnhcrs voting at a regular or special meeting. The 
memhor against whoni rhe charges arc to be preferred shall be 
infornicd ~llcrcol' i n  writing at least two days in advance of the 
~nccting. and shall havc' an opportunity to be heal-tl in person 
or by counscl at said lnceting. On decision of the association 
to expel a member. the board of directors shall purchase the 
members's holdings at par value, if and when there are 
sufficicn t reserve funds. 

PART 6. MISCELLANEOUS 

6.1. Allocation and Distribution of Net Earnings. Upon the -- 
a u d i t i z o f  the accounts of an association, as required under 
Part 6.3. herein, the net earnings of the associalion for the 
fiscal period under review shall be apportioned by the board of 
directors as follows, subject to the approval of the annual 
general meeting of members: 

(a) Not less than 20 percent shall be placed in a Mandatory 
Reserve until such time as the reserve shall equal at least one 
half of the total liabilities of the association; and such reserve 
may be used in the general conduct of the business. 

(b) In addition to such Mandatory Reserve, special reserves 
necessary further to  protect the interests of members and for 
the proper conduct of the association shall be established as 
required (1) by the Registrar of Corporations; (2) by the High 
Commissioner; (3) by regulations;,or (4) when recommended 
by the board of directors and approved by the general 
meeting. 

(c) A return upon share capital, within the limits of Part 4.15 
may be paid, or if the by-laws so provide, upon the 
membership capital certificates of a nonshare association. 

(d) The remainder shall be allocated, where such association 
has among its principal functions trading or dealing in goods of 
any kind, anlong the members thereof, or all patrons eligible 
for and desiring membership, as a bonus or refund in 
proportion to the value of business each member or patron has 
transacted with the association during the fiscal period in 
question at the same uniform rate for each type of transaction; 
or where such an association is not an association as aforesaid, 
be distributed as a bonus or refund on the wages or the value 
of the products of each member, provided, that: 

(1) in the case of a member patron, his proportionate amount 
of savings returns shall be distributed to him unless he agrees 
that the association should credit the amount to  his account 
toward the purchase of an additional ' share or shares or 
additional membership capital; 

(2) in the case of a subscriber patron, lus proportionate 
amount of savings returns may, as the articles or by-laws 
provide, be distributed to him, or credited to his account until 
the amount of capital subscribed for has been fully paid. 

(3) in the case of a nonmember patron, his proportionate 
amount of savings returns shall be set aside in a general fund 
for such patronage and shall be allocated to individual 
nonmember patrons only upon request and presentation of 

5 2 TERRITORIAL EGGISTER, VOL. 1 NO. 2 - AUGUST 15,1974 



evidence of the amount of their patronage. Any savings returns 
so allocated shall be credited to such patron loward payment 
of the minimum amount of share or membership capital 
necessary for membership. When a sum equal to this amount 
has accumulated at  any time within a period of time specified 
in the by-laws, such patron shall be deemed and become a 
member of the association if he so agrees or requests, and 
complies with any provisions in the by-laws for admission to 
membership. The certificates of shares 0;' membership to 
which he is entitled shall then be issued to h m ,  . 

(4) if within any periods of time; specified in the articles or 
by-laws, (a) any subscriber has not accumulated and. paid in 
the amount of capital subscribed for; or (b) any nonmember 
patron has not accumulated.in his individual account the sum 
necessary for membership; or (c)'any nonmember patron has 
accumulated the sum necessary for membership but neither 
requests nor agrees to become .armember, or fails to comply 
with the provisions $;f .the by-laws, if any, for admission to 
membership, then the amounts so accumulated or paid in and 
any part of the general fupd for nonmember patrons which has 
not been allocated to indiyiclual nonmember patrons shall have 
any rights in said paid-in capital or accumulated savings returns 
as such: Provided, furthy, that nothing in this section shall 
prevent an association uqder this chapter which is engaged in 
rendering services from disposing of the net savings from the 
rendering of such services in such manner as to lower the fees 
charged for serJIices or otherwise to further the common 
benefit of the members; And, provided, further, that nothing 
in this section shall prevent an association from adopting a 
system wherjby. the ,payment of savings returns which would 
otherwise.be distributed shall be deferred for a fixed period of 
months or yeah; nor from adopting a system, whereby the 
savings returns distributed shall be partly in .cash, partly in 
shares;such s,hates to be retired at a fixed future date, in the 
order of their serial number or date of issue. 

(5) 'the. payment of ' a return, upon share capital, or of 
patronage. refund or refund upon the wages or products of 
each member, out of net earnings accumulated from previous 
fiscal periods, or from. reserves, will only take place with the 
express approval of the Registrar inwriting. The Registrar may 
prohibit any association from distributing any or part of its 
current net earnings if he considers such prohibition necessary 
in the interests of its members. 

6.2. Bonding of Officers and En~ployees. Every individual 
acting as officer or employee of an association and handling 
funds or securities amounting to $1,000 or more, In any onc 
year, shall be covered by an adequate bond as detcrmined 
by the board of directors, and at the expense of the 
association; and thc by-laws may also providc for the bonding 
of other employees or officers. 

6.3. Books -- Auditing. To rccord its business operation. every 
association shall keep a set of books, which shall bc audited at 
thc cncl of cach fiscal ycar by a qualified bookkeepcr or 
accountant, who shall not be an officer. director or employee. 
Whcrc the gross sales amount to less than $10.000 per fiscal 
year. thc audit niay be perfor~ned by an auditing coni~aittce of 

three, who shall not be directors, officers, or employees. A 
written report of the audit, including a statement of the 
amount of business transacted with members, and the amoui, 
transacted with non-members, the balance sheet, and the 
income and expenses, shall be submitted to the annual meeting 
of the association, with a copy to the Chief of Economic 
Development and the Registrar of Corporations. 

6.4. Annual Report of Association. Every association shall 
annually, within sixty days of the close of its operations for 
that year, make report of its conditions, sworn to  by the 
president and secretary, which report shall be filed with the 
Registrar of Corporations and the Chief of Economic 
Development. The report shall state: 

(a) The name and principal address of the association. 

(b) The names, addresses, occupations, and date of expiration 
of the terms, of the officers and directors, and their 
compensation, if any. 

(c) The amount and nature of its authorized, subscribed, and 
paid-in capital, the number of its shareholders, and the number 
admitted and withdrawn during the year, the par value of its 
shares and the rate at which any return upon capital has been 
paid. For nonshare associations the annual report shall state 
the total number of members, the number admitted or 
withdrawn during the year, and the amount of membership 
fees received. 

(d) The receipts, expenditures, assets, and liabilities of the 
association. 

(e) Such other information as the Registrar of Corporations or 
Chief of Economic Development deem necessary. 

A copy of. this report shall be kept on file at the principal 
office of this association. 

This association shall be under the supervision of the Attorney 
General, and shall make financial reports to, as and when he 
may require. This association shall be subject to examination 
by the Attorney General and for this purpose shall make its 
books accessible to him at his request. 

6.5. Suspension or Revocat~on of Charter. The term of the 
cooperative's existcnce shall be perpetual: provided, however, 
that for cause or upon the finding by the High Conimissioner 
that a coopcrative is insolvent, or has violatcd any provisions 
of law, these rules and regulations appliciible to cooperatives in 
the Trust Territory, ~ t s  articles, or its by-laws, including any 
amcndments thereto, the High Com~nissioner may either 
temporarily suspcnd the operations of the cooperative until 
the insolvency or violations have been corrected, or if not 
corrected, he may rcvoke its articles of incorporation. thereby 
terminating the operations of the coopcrative. 

6.6. D i s s o l i ~ t i ~ ~ ~ ~ M e t h o d s  -- I'roccdure. If the Registrar, after 
holding an inquiry. or on rcccipt of a copy of a resolution 
approved by a majority votc of the entire mcuihership, be of 
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the opinion that an association ought to  be dissolved, he may 
cancel the charter of the association, and may appoint one or 
more persons to be, subject to  his direction and control, the 
liquidator or liquidators of the association, who shall within a 
time fixed in their designation or within any extension 
thereof, liquidate its assets, and shall distribute them in the 
manner set forth in this section. In case of any dissolution of 
an association, such dissolution shall be approved by the High 
Commissioner and its assets shall be distributed in the 
following manner and order: (1) by paying its debts and 
expenses; (2) by returning to the members the par value of 
their shares or of their membership certificates, returning to 
the subscribers the amount paid on their subscriptions, and 
returning to the patrons the amount of savings returns credited 
to their accounts toward the purchase of shares or membership 
certificates; and (3) by distributing any surplus in either or 
both of following ways as the articles may provide: . 

(a) among those patrons who have been members or 
subscribers at any time during the past six years, on the basis 
of their patronage during that period; 

(b) as a gift to any consumers' cooperative association or other 
nonprofit enterprise which may be designated in the articles. 

6.7. Amalgamation or Transfer of Associations. Any two or 
more chartered associations may by a resolution passed by a 
three-fourths majority of the members at a special general 
meeting of such association held for that purpose, amalgamate 
as a single association: provided, that no such resolution may 
be put to the meeting without the prior approval of the 
Registrar in writing, and that each member shall be given 
fifteen days written notice of the resolution and the date of 
the meeting. Such amalgation may be effected with or without 
any associations or either of them, and the resolution of the 
associations concerned shall, on such amalgamation, be a 
sufficient conveyance or assignment to vest the assets and 
liabilities of the amalgamating assoc~ations in the amalgamated 
association. 

Any association may by resolution passed in accordance with 
the procedure laid down in the foregoing part of this 
regulation transfer its assets and liabilities to any other 
association which is prepared to accept them, and such 
resolution shall be sufficient conveyance or assignment to vest 
the assets and liabilities by any association to any other 
association, it will not be made without giving three months' 
notice to the creditors of both or all such associations: 
Provided, further, that if any creditor of any of the 
associations concerned objects to such amalgamation or 
transfer of assets and liabilities and gives written notice to 
that effect to the association or assoclatlons concerned one 
month before the date fixed for such amalgamation or 
transfer. the amalgamation or transfer shall not be made 
until the dues of such creditor have been satisfied. 

6.8. Division of Association. Any chartered association may, 
with thc approvalor the Registrar in writing, by a resolution 
passed by a tl~rce-fourths majority o f  the members present at a 
special gcneral meeting of the association held for that 
purpose, rcsolvc to divde itself into two or more associations, 
provided. that cach member has lud fifteen days written 

notice of the resolution and the date of the meeting. The 
resolution (hereinafter referred to as a preliminary resolution) 
shall contain proposals for the division of assets and liabilities 
of the association among the new associations which it is 
proposed to divide it to and may prescribe the area of 
operations of, and specify the members who will constitute, , each of the new associations. 

A copy of the preliminary resolution shall be sent to all 
members and creditors of the association. A notice of the 
resolution shall also be given to all other persons whose 
interests will be affected by the division of the association. 

Any creditor of the association may, notwithstanding any 
agreement to the contrary, by written notice given to the 
association within the said period, state his intention to 
demand the return of the amount due to him. 

Any other person whose interest is affected by the division 
may by giving written notice to the association object to the 
division unless his claim is satisfied. 

After the expiry of three months from the receipt of the 
preliminary resolution by all the members and creditors of the 
association and of the notice to other persons as required by 
t h e  foregoing, another special general meeting of the 
association, for which at least fifteen days written notice shall 
be given to  its members, shall be convened in order to consider 
the preliminary resolution. If at such meeting the preliminary 
resolution is confirmed by a resolution passed by a majority of 
not less than two-thirds of the members present, either 
without changes, or with such changes as in the opinion of the 
Registrar are not material, the Registrar may, subject to the 
following provisions, file the articles and by-laws of the new 
associations, after which the High Commissioner may issue 
cha r t e r s  o f  incorporation. On such incorporation, the 
incorporation of the old association shall be deemed to have 
been cancelled, and the association shall be deemed to be 
dissolved from the dBte of such cancellation. 

The opinion of  the Registrar as to whether any changes made 
in the preliminary resolution are or are not material shall be 
final. 

At the special general meeting referred to in the foregoing 
part, provision shall be made by another resolution for: 

(a) satisfaction of the claims of all creditors who have given 
the requisite notice; and 

(b) satisfaction of the claims of the other persons who have 
given notice in accordance with the foregoing provisions, or 
securing their claims in such manner as the Registrar may 
approve. . a 

Provided, that no creditor or other person shall beeentitled to 
such repayment or satisfaction un ti1 the preliminary resolution , 
has been confirmed as provided for in the foregoing. 

The incorporation of the new associations shall be a sufficient 
conveyance or assignment to vest the assets and liabilities of 

54 TERNTORIAL KIXISTER. VOL. 1 NO. 2 - AUGUST 15,1974 



the original association in the new associations in the mauner 
specified in the preliminary resolution as approved by the 
Registrar and the High Comn~issioner. 

6.9. Promotion Expenses - Limitations. An association shall 
not, directly or indirectly, use any of its funds, nor issue shares 
n o r  incur any indebtedness, for the payment of any 
compensation for the organization of the association except 
necessary legal fees; nor for the payment of any promotion 
expenses in excess of 5 percent of the amount paid in for the 
shares or membership certificates involved in the promotion 
transaction. 

6.10. Additional Information. The Registrar.may require any 
additional information that he deems desirable and may 
designate the forms in which such information is to be 
contained. 

6.1 1. Inconsistent Articlesof Incorporation or By-Laws. Any 
articles of incorporation or by-laws that are inconsistent with 
these regulations are hereby superseded. 

6.12. Violations Enjoinable. Pursuant to the provisions of 
Section 6 ,  Title 37, of the Trust Territory Code, all violations 
of this chapter are hereby declared to be enjoinable. 

CHAPTER XI11 

Control of Drugs under Public Law 4-26 

PART 160. GENERAL PROVISIONS 

160.1 Authority. These regulations have been promulgated by 
the High Commissioner of the Trust Territory of the Pacific 
Islands in accordance with Section 612 of the Trust Territory 
Code and Public Law 4-26. 

160.2 Purpose. The purpose of these regulations is to prevent 
the misuse of certain drugs which because of the depressant of 
stimulant *qualities may have an adverse effect on users. 

PART 16 1. LIST OF DRUGS 

The following are considered to be "drugs" under Public Law 
4-26: 

amphetamines or optical isomers and salts 
methampheta~iunes or optical isomers and salts 
barbituric acid or any salts of barbituric acid and 
derivatives 
bufotenine and its salts 

, chloral, chloral hydrate, chloral betaine 
chlorhexadol 
diethyltryptarnine 
dimethyltryptamine 
ethchlorvynol 
ethinamate 
glutethimide 

ibogaine and its salts 
lysergic ac id ,  lysergic acid amide, lyse~gic acid 
diethylamide 

including salts and derivatives or any compounds, 
mixtures or 
preparations which are chemically identical with such 
substances. 

methylprylon 
mescaline 
paraledhy de 
pentaerythritol chloral 
phenmetrazine and its salts 
sulfondiethylme thane 
sulfonme thane 
opium and its derivatives and compounds 
phenanthrene opium alkaloids, their salts, derivatives 
and conipounds 
coca leaves, their alkaloids, derivatives, extracts or 
conipounds 
marijuana (cannabis sativa) and its derivatives or 
compounds 
pethidine (isonipecaine, meperidine), its salts and 
compounds 
opiates, their salts and derivatives and compounds 

PART 162. PROHIBITED ACTS 

No person, except a person authorized to import or sell 
medicines and drugs under the provisions of Section 619 (a) of 
the Code of the Trust Territory, shall sell, deliver or otherwise 
dispose of any drug to any other person, nor shall any person, 
other than a person authorized pursuant to such statute, 
possess or use any such drug other than for the personal use of 
himself or a member of his household and prescribed in the 
course of medical treatment. 

PART 163. PENALTIES 

Any person violating any provisions of Public Law 4-26 shall 
upon conviction be punished for each offense by a fine not 
exceeding o n e  thousand  dollars ($1,000.00), or by 
imprisonment for not exceeding one year, or by both such fine 
and imprisonment. 

PART 164. EFFECTIVE DATE 

These Regualtions shall become effective when filed with the 
District Clerk of Courts. 

CODE OF PUBLIC REGULATIONS 

Release No. 8-7 1 

Subject: Promulgation of Regulations Concerning the Control 
of Firearms and Dangerous Devices; Title 9 - Public Safety 
Regulations; Chapter 1 - Weapons Control 

WHEREAS, Section 29 of Public Law 4C-13, a statute 
providing for control of weapons, gives authority to the Office 
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01' l l ~c  A~torrwy General to prescribe I-cgulatio~r~ I i l r  tlw 
inlplcnlcnlation of said statutc, which regulations W I I C I I  
aplwvcd by tlic High Conmissioner shall have tlic I'orcc a ~ ~ c l  
efrcct of law: and 

WHEREAS, in accordance with Section 29 ol'sard statute. Ihc 
At to rney  Gcneral has prepared and prescribed certain 
regulations concerning the general control of weapons and has 
submitted them to mc for my approval. 

NOW, THEREFORE, pursuant to the authority vested in me 
as High Commissioner and in accordance with the provisions 
of Section 29 of Public Law 4C-13, it is hereby ordered that: 

Article 1. Addition of Title 9,  Chapter 1, to the Code of Public -- 
Regulations 

There is hereby added as an amendment to the Code of Public 
Regulations a new Title numbered 9 and captioned "Public 
Safety Regulations". There is also established a new Chapter in 
Title 9 consisting of Parts 1 to 30 and numbered 1 and entitled 
"Weapons Control". This new Chapter shall  read as follows: 

"TITLE 9 - PUBLIC SAFETY 

Chapter 1 - Weapons Control 

Part 1. General Provisions. 

1.1. Authority for Regulations. The rules and regulations in 
this Chapter have been prescribed by the Attorney General 
and promulgated by tlie High Commissioner of the Trust 
Territory of the Pacific Islands in accordance with Section 29 
of Public Law 4C-13. 

1.2. Scopc of Regulations. These regulations and any future 
amendments thereto shall have the force and effect of law and 
be binding on all persons and businesses in the Trust Territory 
of the Pacific Islands who own, possess, sell, transfer, 
manufacture, wholesale and otherwise deal in or handle 
firearms, weapons; ammunition, and dangerous devices as 
defined in Public Law 4C-13 and the regulations in this 
Chapter. 

1.3. General Definitions. When used in this Chapter, unless the 
context otherwise requires, the following definitions shall 
apply in the interpretation of the regulations in this Chapter: 

(a) The Term "Act" means Public Law 4C-13, the T k s t  
Territory Weapons Control Act, which law became effective 
onJuly 1, 1971. 

(b) "Chief of Police" or "District Chief of Police" means the 
Chief of Police for the administrative district in the Trust 
Territory where an applicant for registration or licensing 
pursuant to these regulations resides or maintains his place of 
business. 

(c) "Weapon" or "Weapons" means firearms, dangerous 
devices, handguns, longguns, or guns as those ternis are defined 
in Section 4 of Public Law 4C-13. 

1.4. &lhor~zccl I$lcgatc 0 1 . - A t t o r n  G e n e .  For the 
~ X U ~ ) ~ I W S  ("I' rcwivirlg I'il-car~ns and dangerous devices within 
t l~c  provisior~s o l  Section 27 of the Act from persons 
dctc~-rninccl lo bc incligiblc or prohibited from possessing such 
lir-car.~~is. llic Chief ol' I'olicc of each district is hereby 
dt.sipnatccl a tlclcgatc 01' the Attorney General. 

Part 2. Unserviceable - ... -- Firearnis and Dangerous Dcvices. 

2. 1 .  A Rwistr-ation - . _ - - - Requlled. -. Every person possessing an 
unserviceable firearm or- dangerous device as defined in Part 
2.2 of this Part shall register such weapon with the District 
Chief of Police. 

2.2. Definition of  Unserviceable Firearm. The phrase "firearms 
which are in unserviceable condition" as used in Section 3(2) 
of the Act and this Part shall mean only those firearms and 
dangerous devices which would require extensive renovation or 
repair in order to put them in condition suitable for expelling 
or hurling projectiles by the action of explosion, release, or 
expansion of gas, and shall include firearms and dangerous 
devices which have bcen "spiked" or rusted or welded 
inoperable, but shall not include firearms and dangerous 
devices which have had firing pins or other easily replaceable 
components removcd. 

2.3. Application. The application for registration of an 
unserviceable firearm and dangerous device shall be in the 
form prcscr-ibed by Part 20.1 of this Chapter. The application 
solicits the following information from each applicant: 

(a) Name, address and citizenship of applicant; 

(b) Manufacturer, type, model, caliber, serial number or other 
mark identifying the weapon;. 

(c) Place where such weapon is usually kept; 

(d) Place of business of the applicant; 

(e) Other information as the District Chief of Police may 
require from the applicant. 

2.4. Filing of Application. The application shall be completed 
by the :applicant in duplicate, signed by him and submitted 
to the District Chief of Police. The application shall not be 
executed under oath nor shall any fee be required from the 
applicant for registration. 

2.5. Inspection. Every person possessing an unserviceable 
firearm or dangerous device shall, at the time of registration 
of each weapon, present such weapon to the District Chief of 
Police for inspection with his application for registration, or 
make such weapon available to the District Chief of Police for . 
inspection at the time of application. 

2.6. Action on Application by Chief of Police. The Chief of 
Police shall review and act upon all applications for 
registration of unserviceable weapons within thirty days of the 
date of filing of such application. If the Chief of Police is 
satisfied and determines after inspecting the weapon that the 
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weapon presented for registration is unserviceable, he shall 
register such weapon and certify on the application submitted 
that the weapon "is in unserviceable condition". The duplicate 
copy of the approved application shall be forwarded to  the 
Off ice  o f  t h e  At to rney  General (Attention of the 
Superintendent of Public Safety) within ten days after such 
registration and the original copy shall be retained in the 
weapon control files of the Chief of Police. 

If in the opinion of the Chief of Police, any weapon submitted 
for unserviceable registration is, in fact, serviceable, he shall 
refuse to so register such weapon and shall require the 
applicant to submit an Application for Registration and 
Identification Card pursuant to the regulations prescribed in 
Part 5 of this Chapter. 

Part 3. Weapons Kept as Ornaments, Curios, or for Their 
Historical or Archaeological Interest. 

3.1. Registration Inspection Not Required. Any person, firm, 
corporation, association or other entity possessing weapons or 
dangerous devices that are not firearnis as defined by Section 
4(1) of the Act, shall not be required to register or submit 
such article for inspection by the District Chief of 
Police, provided, that such articles are kept and retained by 
the owner thereof as ornaments, curios, objects or historical or 
archaeological interest, or works of art, and provided further, 
that such article is kept or displayed in the owner's private 
home, place of business, museum or in connection with public 
exhibitions. Any weapon or dangerous device which is in a 
condition suitable for expelling or hurling projectiles by the 
action of explosion, release or expansion of gas shall not be 
considered as being kept as ornaments, curios, or objects of 
historical or archaeological interest. Persons wishing to possess 
such weapons must submit an application for Registration and 
Identification Card pursuant to  the regulations prescribed in 
Part 5 of this Chapter. 

Part 4. Law Enforcement Officers. 

4.1. Officers on Duty. Section 9 of the Act permits Trust 
Territory law enforcement officers to possess, use and carry 
firearms, ammunition or dangerous devices while on duty, and 
such officers are not required to carry an Identification Card 
nor are they subject to other qualifications and restrictions 
prescribed in the Act or the regulations in this Chapter. Except 
as provided in Part 4(2), law enforcement officers shall, at the 
t i n i  of completing their official duties for their duty period, 
surrender such firearms, ammunition or dangerous devices to 
the District Chief of Police. 

4.2. Officers Pernmently on Duty. The following Trust 
Territory law enforcement officers shall be considered as bcing 
"on official duty" at all times as that phrase is used in Section 
9 of the Act: 

(a) Attorney General 

(b) Superintendent of Public Sal'cty 

(c) Deputy Superintendent of Public Safety 

(d) Chief of Police of each District 

(e) All police officers with the rank of Captain 

(9 Such police officers as may be designated in writing for a 
temporary period of time (no longer than thirty days) by their 
Chef  of Police, the Superintendent of Public Safety, or by the 
Attorney General. 

Part 5. Registration of Firearms, Dangerous Devices and 
Issuance of Identification Cards. 

5.1. Registration and Identification Card Required. No person 
shall retain, acquire or possess any firearm, dangerous device 
or ammunition, unless he shall have first registered such 
weapon(s) and obtained a Registration and ldentification Card 
issued by the Office of the Attorney General pursuant to  the 
Act and the regulations of this Chapter. 

5.2.  Application. The application for Registration and 
ldentification Card shall be in the form prescribed by Part 
20.2 of these regulations. The application form solicits the 
following information from each applicant: 

(a) Name, address and citizenship of applicant; 

(b) Sex, height and weight of applicant; 

(c) Date and place of birth of applicant; 

(d) Date on which application is filed; 

(e) Detailed list of firearms, dangerous devices, or ammunition 

which the applicant owns, intends to posses or acquire; 

(9 List of applicant's physical or mental defects, conditions, , 

illnesses or impairments; 

(g) Criminal records, including nature of offenses, dates of' 
convictions and terms of imprisonments; 

(11) Such other information bearing on the applicant's ability 
to possess or use a weapon in a manner consonant with the 
public safety and interest, as the Office of the Attorney 
General may require. 

5.3. Filing of Application. The application shall bc submitted 
in triplicate to the District Chief of Police and shall be 
accompanied by a fee in the aniount of Twenty ($20) Dollars 
in the form of a money order or check made payable to the 
Treasurer of the Trust Territory of the Pacific Islands. Cash 
shall riot be submittcd nor accepted. The application must bc 
executed by the applicant under penalties of perjury before a 
Notary Public, Clerk of Courts or other pcrson authorized by 
law to administcr oaths. 

Thc app l i ca t ion  shall also be accompanied by three 
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photographs taken within ten days of the date of the 
application presenting a good likeness of the applicant. 

5.4. Review of Application by District Chief of Police. The 
Chief of Police shall review all applications for Registration 
and Identification Cards which are filed in his District and 
shall forward all such applications and their appropriate fees 
and photographs, with his recommendation thereon, to the 
Office o f  t h e  At to rney  General (Attention of the 
Superintendent of Public Safety) within thirty days of the 
date of filing of such applications. If the application is not 
properly completed or executed, the Chief of Police may 
return the application to the applicant for correction and 
resu bmission. 

5.5. Action on Application by the Office of the Attorney 
General. Upon receipt of the properly executed application, 
photographs and appropriate fee from the District Chicf of 
Police, the Office of the Attorney General may, upon finding 
through further inquiry or investigation, or otherwise, that 
applicant is entitled thereto, issue the appropriate Registration 
and Identification Card. The Card shall be in the form 
prescribed by Part 20.3 of this Chapter. Each Card shall bear 
its own individual serial number and shall be signed and dated 
by the Attorney General. All Cards shall be enclosed in plastic 
or in a similar transparent tamper-proof container. 

The Office of the Attorney General may approve a properly 
executed application if: 

(a) The applicant is twenty-one years of age or over; and 

(b) The applicant is not prohibited from being issued a 
Registration and Identification Card under the provisions of 
the Act or the regulations in this Chapter issued pursuant 
thereto; and 

(c) The applicant has not willfully violated any. of the 
provisions of the Act or regulations issued pursuant thereto; 
and 

(d) The applicant has not willfully failed to disclose any 
material information required, or has not made any false 
statement as to any material fact, in connection with his 
application; and 

(e) The Office of the Attorney General is satisfied that 
applicant will use or possess weapons in a manner consonant 
with the public safety. 

The Attorney General shall approve or deny an applic. J t '  ]on 
within sixty days of thc date in which thc application was filed 
with the District Chief of Police. I f  he approves the 
application, he shall issue thc appropriate Registration and 
Identification Card and retul-11 i t  to the District Chief ofPolicc 
who shall issue it to llic applicant. Attorney Gcncral shall 
forward tlic application fec to the Treasurer of the Trust 
Territory of tlie Pacilic Islands. If tlic Attorney Gcneral denies 
the appplication, lic shall return tllc disapproved application 
with its application fee to the District Cllicf of Police who 
~ l i i ~ l l  inform thc applicant of' tlic disapprovil and return the 
application fcc. 

5.6. Registration and Identification Card Not Transferable; 
Lost Card. The Registration and Identification Card shall not 
be sold or transferred. In the event the card is lost, stolen or 
misplaced and cannot be found by the owner, the facts 
surrounding such loss shall be reported immediately to the 
Chief of Police giving full particulars. 

Part 6. Licensing of Dealers in Weapons. 

6.1.  License Required. No person, firm, corporation, 
association or other entitv shall enaage in the business of - - 
selling firearms, dangerous devices, or ammunition at retail 
unless he has first applied for and obtained a Dealer's License 
issued by the Office of the Attorney General pursuant to the 
Act and the regulations in this Chapter. 

6.2. Application. The application for a Dealer's License shall 
be in the form prescribed in Part 20.4 of these regulations. The 
application solicits the following inforniation from each 
applicant: 

(a) The name, citizenship (if a natural person) and address of 
the applicant including the address of each separate location 
within the Trust Territory at which the applicant proposes to 
do business pursuant to the license, and 

(b) If  theapplicant is a partnership or association, the names 
and addresses of the partners or associates, or 

(c) If the applicant is a corporation, the names and addresses 
of the officers and directors, and 

(d) The type of firearms or ammunition to be dealt in, and 

(e) The type of business premises, the business hours, the 
business history, the identity of the responsible persons in the 
business, and 

(f) The date on which'application is filed, and 

(g) List of physical or nicntal defects, conditions. illnesses or 
impairments of applicant (including in the case ot' a 
corporation, partnership or association, sucli oft'enscs, etc. of 
any individual possessing directly or indircctly the power to 
direct or cause the direction of the rnanagcnlcnt and policies 
of the corporation. partnership or association), and 

(11) List of  criminal offenses, dates of convictions, and t e r m  of 
imprisonment of applicant (including in the casc of a 
corporation, partnership or association, such offenses, ctc. of 
any individual possessing directly or indirectly the power to 
direct or cause tlic direction of  tlie managclnent and policies 
of the corporation. partnership 01- association), and 

(i) Such other information bearing on tlic applicant's ability to . 
operatc thc business i n  a manner consonant with, tlic public 
safety and intercst as thc Office of the Attollicy General may 
requirc. 

6.3. Fihn? of  Application. Tllc application in triplicalc shall be -- 
submittctl to tlic District Chief of Police and shall be 
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.~ccolllpanied by a fee in the amount of One H u n d ~ d  atid 
Fll'ty (5150) Dollars in the form of a money order or check 
made payable to  the Treasurer of the Trust Territory of the 
Pacifc Islands. Cash shall not be submitted or accepted. The 
application shall be executed by the applicant under penalties 
of perjury before a Notary P~b l i c ,  Clerk of Courts or other 
person authori~ed by law to administer oaths. 

6.4. Review of Dealer's License Application by Chief of Police. 
The Chief of Police shall review-all applications for Dealer's 
1,iccnses which are filed in his ~is t r ic t -and shall forward all 
such  applications and their appropriate fees, with his 
recommendations thereon, to the Office of the Attorney 
General (Attention of the Superintendent of Public Safety) 
within thirty days of the date of filing of such applications. I f  
the application is not properly executed or conipleted, the 
Chief of Police may return the application to the applicant for 
correction and resubmission. 

6.5. Action on Application by the Office of the Attorney 
General. Upon receipt of a properly executed application for a 
Dealer's License and the appropriate fee from the District 
Chief of Police, the Office o i ; l i e ' ~ t t o r n e ~  General may, upon 
finding througl further inquiry or investigation, or otherwise, 
that applicant is en titled there to, issue the appropriate Dealer's 
License. The License shall be in the form prescribed by Part 
20.5 of this Cliapter. Each License shall bear its own individual 
serial number and each number may be assigned to the licensee 
to whom issued for so long as he maintains continuity of annual 
renewal in the same district. Each license shall be signed and 
dated by the Attorney General. 

The Office of the Attorney General may approve a properly 
executed application for Dealer's License if: 

(a) The applicant is twenty-one years of age or over; 

(b) The applicant (including in the case of a corporation, 
partnership or association, any individual possessing directly or 
indirectly the power to direct or cause the direction of the 
management and policies of the corporation, partnership or 
association) is not prohibited from being issued a Registration 
and Identification Card under the provisions of the Act or the 
regulations in this Chapter. 

(c) The applicant has not willfully violated any of the 
provisions of the Act or regulations issued pursuant thereto; 

(d) The applicant has not willfully failed to disclose any 
niaterial information required, or has not made any false 
statements as to any niaterial fact, in connection with his 
application; 

(e) The applicant has in the District in which he makes 
application suitable premises from which he conducts 
business or from which he intends to conduct such business 
within a reasonable period of time; 

(,f) The Office of the Attorney General is satisfied that the 
applicant will operate the business in a manner consonant with 
the public safety and interest. 

l'lic At torney Ge~leral shall approve or deny ;III application for 
Dealer's Liccnsc witl~in sixty days of the date on wl~icli the 
application w;~s filed with the District Chief of Police. If he 
approves tlle applicati~n, he shall issue the appropriate 
Dealer's License. wl~ich shall be valid for one year from the 
date of its issuance, and return it to the District Chief of 
Police, wlio sl~all issue it to the applicant. The Attorney 
General shall forward the application fee to the Treasurer of 
the Trust Territory of the Pacific Islands. If the Attorney 
General denics the application iie shall return the disapproved 
application with its application fee to the District Chief of 
Police wlio shall inform the applicant of' the disapproval and 
return the application fee. 

6.6. Number of Dealers in Each District. Each District sllall be 
allowed no more than one licensed dealer for each 5.000 
population, provided that each District shall be allowed at 
least two licensed dealers. In issuing Dealer's Licenses, the 
Office of the Attorney General shall make all reasonable 
e f fo r t s  t o  ensure a uniform distribution (based upon 
population density) of firearms retail outlets throughout each 
District. 

6.'7. License Not Transferable. Dealer's Licenses are not 
transferable. In the event of the lease, sale or other transfer of 
the operation authorized by the license, the successor in 
interest shall obtain a license in its own capacity required by 
this Chapter prior to commencing such operations. 

Part 7. Licensing of Manufacturers and Wholesalers of 
Weapons. 

7.1. License Required. No person, firm; corporation or other 
entity shall manufacture or deal at wholesale in firearms, 
dangerous devices, or ammunition unless he is a retailer 
licensed under Part 6 of this Chapter or has first applied for 
and obtained a Manufacturer's and/or Wholesaler's License 
issued by the Office of the Attorney pursuant to this Part. 

7.2. Application. The application for the (a) Dealer's License 
and/or (b) Manufacturer's and Wholesaler's License shall be in 
the form prescribed in Part 20.4 of these regulations. The 
application form contains the same information required for a 
Dealer's License as prescribed by Part 6 of these regulations. 

7.3. Filing of Application. The application in triplicate shall be 
submitted to the District Chief of Police and shall be 
accompanied by a fee in the amount of five Hundred ($500) 
Dollars for a Manufacturer's License and Five Hundred ($500) 
Dollars for a Wholesaler's License in the form of a money 
order or check made payable to the Treasurer of the Trust 
Territory of the Pacific Islands. Cash shall not be submitted 
nor accepted. The application shall be executed by the 
applicant under penalties of perjury before a Notary Public, 
Clerk of Courts or other person authorized by law to 
administer oaths. 

7.4. Review of Application by District Chief of Police. The 
ch ie f  of Police for each District shall review all applications 
for Manufacturer's and Wholesaler's Licenses which are filed in 
his District and shall forward all such applications and their 
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appropriate fccs, with his rccomniendations thereon. to the 
Officc o f  t h e  At to rney  General  (attention of the 
Superintendent of Publlc Safcty) within thirty days of the 
dalc of filing of' such application. 

7.5. Action on Apphcatlon by Office of thc Attorney General. 
Up011 ~ e ~ e i p t  of a ploperly executed application for a 
Manufactuter's or Wholesaler's License and the appropriate 
fee, the Office of the Attorney General may, upon finding 
through further inquiry or investigation, or otherwise, that 
applicant is entitled thereto, issue the appropriate license. 
Each license shall bear its own individual serial number and 
such number may be assigned to the licensee to whom issued for 
so long as he maintains continuity of annual renewal in the 
same District. Each license shall be signed and dated by the 
Attorney General. 

The Office of the Attorney General silall approve a properly 
executed application for Wholesaler's or Manufacturer's 
License if the applicant satisfied all requirements for Dealer's 
Licenses listed in Part 6.1 of this Chapter. 

The Attorney General shall approve or deny an application for 
Manufacturer's or Wholesaler's License within sixty days of 
the date of which the application was filed with the District 
Chief of Police. If he approves the application,he shall issue the 
appropriate Manufacturer's or Wholesaler's License which shall 
be valid for one year from the date of its issuance, and return 
it to the District Chief of Police, who shall issue it to the 
applicant. The Attorney General shall forward the application 
fee to the Treasurer of the Trust Territory of the Pacific 
Islands. If the Attorney General denies the application, he 
shall return the disapproved application with its application 
fee to the District Chief of Police who shall inform the 
applicant of the disapproval and return the application fee. 

7.6. Style and Manner of Inscription of Serial Numbers on 
Firearms Manufactured in the Trust Territory. Each licensed 
manufacturer of anv firearm manufactured in the Trust 
Territory on or afte; the effective date of this Chapter shall 
legibly identify each such firearm by engraving, casting, 
stamping (impressing) or otherwise conspicuously placing or 
causing to be engraved. cast, stamped (impressed) or placed on 
such firearm in a manner not susceptible to being readily 
obliterated, altered, or removed, the following inscriptions: 

(a) On the frame or receiver an individual serial number not 
duplicating any serial number placed by the manufacturer or 
any other firearm, and 

(b) On the barrel, frame or receiver, the model, if such 
designation has been made, the caliber or gauge, the name (or 
recognized abbreviation of same) of the manufacturer, the 
Municipality and District (or recognized abbreviation there00 
wherein the licensed manufacturer maintains his place of 
business. 

Par t  8. Suspension or Revocation of Registration and 
Identification Cards and Licenses. 

8.1. Revocation. A Registration and Identification Card or 
Dealer's, Wholesaler's or Manufacturer's License may be 
revoked by the Officc of the Attorney General without notice 
and/or the opportunity for a hearing ~f the holder thereof: 

(a) Is or has been acquitted o f  any criminal charge by reason 
of insanity; i 
(b) Is or has been adjudicated mentally incompetent; 

i 
(c) 1s or has been treated in a hospital for mental illness, drug 
addiction, or alcoholism; 

(d) 1s or has been convicted of a crime in connection with 
which firearms or dangerous devices were used or found in his 
possession; 

(e) Is or has been convicted of a crime of which actual or 
attempted personnel injury or death is an element; 

(f) Is or has been convicted of a crime of which the use, 
possession or sale of narcotics or dangerous drugs is an 
element; 

(g) Is or has been convicted of violating any provision, other 
than Section 7 of the Act; 

(11) Has a physical or mental defect, condition, illness or , 
impairment which would make the holder incapable of . 
possessing and using a firearm or dangerous device without 
danger to the public safety; 

(i) Is found to be under twenty-one years of age. li 

8.2. Suspension. A Registration and Identification Card or 
Dealer's, Wholesaler's or Manufacturer's License may Be 
suspended by the Office of the Attorney General without 
notice 'and/or an opportunity for a hearing for a period not to 
exceed one year, if the holder thereof: 

(a) Has, in his application for Registration and ldentification 
Card or License, willfully failed to disclose any material 
information, or has made any false statement as to any 
material fact in connection with his application; 

(b) Has failed to comply with Section 7 of the Act; 

(c) Has exceeded the extent of his eligibility to deal in or to 
possess, use and carry firearms, dangerous devices, or 
ammunition. 

Part 0. Surrender of Prohibited Weapons, 

9.1. Surrender. Within ninety days afte: the effective date of 
tliese regulations, any person owning or possessing on such 

' " 

datc- the following list of prohibited weapons and'dangerous 
devices shall surrender them to the District Chief of Police: 

1 

(a) Any firearm silencer or muffler; 

(b) Any handgun; any automatic or semi-automatic weapon; 
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any rifle larger than a .22 caliber or any shotgun larger than 
.410 gauge. 

(c) Any firearm or dangerous device which such person has 
been determined to be ineligible to possess by the Office of 
the Attorney General. 

9.2. Compensation. Any person required by Section 27 of the 
Act to surrender any firearm, weapon or dangerous device 
shall be reasonably compensated for such weapons. 

As used in Section 27 of the Act and these regulations, the 
term "reasonably compensated" shall mean that the owner of 
the confiscated or surrendered weapon shall receive therefor a 
sum of. money equal to the fair market value of such weapon 
in the Western Pacific (or nearest market area thereto) at the 
time of confiscation or surrender of the weapon to the District 
Chief of Police. 

9.3. Time of Compensation. All persons surrendering firearms 
or dangerous devices pursuant to  the Act shall receive - 
compensation therefor at the time of surrender of the weapon 
or within n-inety days thereafter. If the compensation is not 
made at the time of surrender the person authorized to receive 
the surrendered weapon shall issue a receipt therefor stating 
the name of the owner, the serial number, caliber or gauge, 
and model of the surrendered weapon, and the date of 
surrender. The receipt shall be issued and signed by the 
District Chief of Police. The form of the receipt is prescribed 
in Part 20.7 of this Chapter. 

Parts 10 to 18 of this Chapter Are Reserved for Future 
Regulations. 

Part 19. Appeals. 

19.1. Any denial, suspension or revocation of an identification 
card or license or any determination of compensation under 
Section 27 of the Act and Part 9 of this Chapter, shall be 
subject to review by the High Commissioner upon request by 
the aggrieved party and thereafter by the District Court of any 
District having jurisdiction thereof. Such request must be 
made to the High Commissioner within thirty days of said 
denia l ,  suspens ion ,  revocation or  determination of 
compensation. 

Part 20. Forms. (In preparation. To be released at a later date.) 

The following prescribed forms shall not be altered in any 
manner except that the Office of the Attorney General may 
make minor modifications from time to time without 
amending these regulations. 

20.1 . Application for Reglstration of an Unserviceable 
Wea~on. 

20.4. Application for Dealer's, ~ a n u f a c t u r a s  or Wholesaler's 
License. 

20.5. Dealer's License. 
20.6. Dealer's Inventory and Transfer Record. 

20.7. Report to the Attorney General of Transfer or 
Possession of Firearm, Dangerous Device, or Ammunition. 

20.8. Receipt for the Surrender of Weapons." -. - 

Article 2. Filing With the Clerk of Courts. 

I t  is further ordered that this release shall be filed with the 
Clerk of Courts in each administrative District of the Trust 
Territory before September 1, 1971, and the rules and 
regulations hereinabove set forth shall be published in the 
Trust Territory Code of Public Regulations. 

Article 3. Effective Date. 

The rules and regulations set forth in this release after filing 
with the Clerk of Courts shall become effective as of 
September 7, 1971. 

TITLE 69  

PUBLIC OFFICERS AND OTHER AGENCIES 

CHAPTER 1 

\ MICRONESIA POLICE 
(Regulation 1 @74) 

PART 1 GENERAL PROVlSlONS 

1.1 Authority. These regulations have been promulgated by 
the Attorney General, Trust Territory of the Pacific Islands, in 
accordance with Section 4 of Title 69 of the Code of the Trust 
Territory. These regulations and any amendments thereto shall 
have the force and effect of law. 

1.2 Mission. The Micronesia Police shall have the duties and 
responsibilities as set forth in Section 3 of Title 69 of the 
Trust Territory Code. The primary mission of the Police shall 
be to preserve law and order among the inhabitants of the 
Trust Territory. 

PART 2 ORGANIZATION 

2.1 Headquarters. 

a. Attorney General. The Attorney General has supervisory 
powers over the Micronesia Police as set forth in Section 1 of 

.Titlp 69  of the Trust Territory Code. The Attorney General 
shall exercise immediate supervision over the Superintendent 
of Public Safety. 

70.3. Application for R e e a t i o n  and Identification Card. -- 

20.3. Registration and Identification Card. 
b. Supcrintendcnt of Public Safcty. The Supcl-intcndcnt of 
Public Safety h:is imniccliatc supervision ovcr the Micronesia 
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Police in its entir8ty as set forth in Section 2 of Title 69 of the 
Trust Territory Code. 

2.2 Districts. 

a. District Administrator. The District Administrator may 
exercise general  supervisory powers over the district 
detachment of the Micronesia Police as provided for in Section 
2 of Title 69 of the Trust Territory Code. Immediate 
supervisory powers over any district detachment, however, 
rests in the Superintendent of Public Safety. 

b. Chiefs of Police. The Chiefs of Police for the various 
districts shall have the supervisory responsibilities as set forth 
in Section 51 and 52 of Title 69 of the Trust Territory Code. 
His primary duty shall be to command the district detachment 
of the Micronesia Police under both the administratwe and 
operational supervision of the Superin tendent of Public 
Safety. 

c. Captains of Police. Police Captains shall perform the 
command duties as set forth in Section 54 of Title 69 of the 
Trust Territory Code. A Captain of Police shall act under the 
immediate supervision of the Chief of Police but he shall also 
have all the authority and responsibility of the Chief of Police 
in his absence. 

d.  Lieutenants. Police Lieutenants shall act under the 
immediate supervision of Captains of Police. 

e .  Sergeants. Sergeants shall act under the immediate 
supervision of the Police Lieutenants. 

f. Patrolmen. Patrolmen are under the immediate suuervision 
of their Sergeants and under the general supervision of the 
District Chief of Police and Police Captains. 

2.3 Organizational Chart. 

ATTORNEY GENERAL 
1 

SUPERINTENDENT OF 
PUBLIC SAFETY 

I 

Imtnediate 
Supcrvisor 

General 
- - - -  Supervisor 

CHIEF OF POLICE 

CAPTAINS 
I 

LIEUTENANTS 
v 
S1;KCEANTS 
I 

PART 3 DUTIES 

3.1 - Dutics .. -- . . . -. of - .- - the, .. Attorney Gcncral. The Attorncy General 
s11a11 cxcrcise gencrid and, if neccesary, irimediatc supervisory 
powcls over the Mic~oncsia Policc 01- any drstrict dctachnicnt 

thereof. He shall also perform all the duties prescribed by law 
in Section 1 of Title 69 of the Trust Territory Code. 

3.2 Duties of the Superintendent of Public Safety. The 
Superintendent of Public Safety's duties shall include, but not 
be limited to the following: 

a. Inspections. Inspection of all Distnct Police Detachments 
with particular attention to: 

(1) State of efficiency and training; 

(2) Degree of compliance with existing directives; 

(3) Condition of records and f les; 

(4) Degree of harmony existing between. the Police, the 
District Administrator, and native inhabitants; 

(5) Conditions of places of confinement and of prisoners 
confined therein; 

(6) Appearance and cleanliness of personnel; 
' 

(7) Condition of clothing, equipment, and other facilities; 

(8). Morale; 

(9) Fire fighting equipment and facilities. 

b. Reports. At the completion of each inspection, the 
Superintendent shall prepare and forward to the Attorney 
General a full report of his findings in the matters in 
subheading (a), above. This report shall contain comparative 
evaluations in all matters and shall specifically set forth all 
deficiehcies noted. 

c.  Recommenda t ions .  The p repa ra t ion  o f  timely 
recommendations to the Attorney General of any matters 
tending to increase the degree of efficiency with which 
the M!cronesia Pelice may accomplish its assigned mission. 

d. Training. Establish and maintain the Public Safety Academy 
and conduct such courses of instruction as may be directed by 
the Attorney General. 

e. Special Investigations. Conduct such special investigations as 
may be directed by the Attorney General. 

3.3 Duties of the District Chicf of Police. The duties of the 
Chief of Police as prescribed in Title 69, Chapter 3, Section 52 
of the Trust Territory Code shall also include the following: 

a. Command. He shall command the District Detachment of 
the Micronesia Police under the immediate supervision of the 
Superintendent of Public Safety. 

b. Responsibi l i ty .  He shal l  be responsible to the 
Superintendent of Public Safety for the performance of duty 
and the state of training of the district police detachment. 
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c. Inspections. Conduct pe~iodic inspections of all oittlying 
areas and substations :~nd lnake a ~ c p o ~  t to the Superintendent 
of Public Saiety. 

d. Records and Reports. Maintain an adequatc systcni of  
records and reports in accordance with current orders and 
directives. 

e. Jail. Be responsible for the security, sanitation, and 
administration of the District jail in accordance with existing 
directives. 

f. Property. Be responsible for the care and maintenance of 
facilities, equipment, clothing and supplies. 

g. Investigations. Conduct such special investigations as may be 
directed by the Superintendent of Public Safety. 

3.4 Duties of Police Captains. Police Captains shall perform 
the duties as set forth in Title 69. C h a ~ t e r  3: Section 54  of the 
Trust Territory Code and such other duties as may be directed 
by the Chief of Police. 

3.5 Duties of Lieutenants. Lieutenants may be used as acting 
police captains and shall perform all work as assigned. 

3.6 Duties of Sergeants. In general, sergeants shall be utilized 
as jail wardens, patrol supervisors. criminal investigators and as 
officers in charge of police activities at outlying areas and 
population centers. Sergeants may also be used as acting police 
captains. 

3.7 Duties of Patrolmen. Patrolmen may be utilized as 
patrolmen, jail guards, and shall perform any other related 

. work as assigned. 

3.8 Jail Duties. 

a. General. The Micronesia Police is responsible for the 
operation and maintenance of the District jails and the Chief 
of Police shall assign the personnel in such numbers and ranks 
as to acconiplish this mission adequately. In general, the Police 
personnel assigned to jail duties should include a Sergeant and 
a sufficient number of guards to maintain proper security. 

b. Deputy Guards. In order to make a maximum use of 
prisoners in performing labor on public projects with a 
minimum number of regular Police personnel, the Chief of 
Police is authorized to deputize as deputy guards responsible 
persons  connected with the municipality under whose 
supervision the work is being done. However, no police powers 
other than that of prisoner guard is hereby authorized. 

c. Specific Duties. Personnel assigned to jail duty shall comply 
with all applicable regulations prescribed in Part 7 of these 
regulations. 

3.9 Fire Protection Duties. 

a. Fire Marshal. The Chief of Police is designated as Fire 

Marsl~al and may dclegalc these cluties to a &c Cl~icf ol'llis 
selection. 

b. Inspections. The Fire Marshal and/or the File Chid'. not lcss 
than once each calendar month. shall makc thc l.ollowing 
inspections: 

( I )  All govcrnnlent buildings within the alea, 

(2) All fire fighting equipment, to insure that all such 
equipment is in opcrable condition, 

(3) A report of this inspection shall be transmitted to the 
Distr ict  Administrator and a copy sent also to the 
Superintendent of Public Safety. 

c. Control. The Micronesia Police is responsible, at the scene of 
any fire, for the orderly and unimpeded fire fighting 
operation, and to this end shall insure that unathorized 
persons are prohibited from entering the fire area. 

PART 4 RECORDS 

4.1 Chief of Police Records. The Chief of Police shall keep 
current records of the following: 

a. Police Blotter. A chronological diary-type record reflecting 
t h e  day by day activities of the District Detachment 
containing a summary of all matters of Police interest occurring 
throughout the District. This District blotter shall be kept in 
English. 

b. Jail log. A chronological diary-type record reflecting the day 
by day activities of the District jail. This record shall be known 
as the jail log. It shall be kept in English. 

c. Personnel Records. Personnel records shall be maintained on 
each member of the Micronesia Police reflecting his full name, 
nationali ty,  domicile, next of kin, marital status and 
dependents, age, physical characteristics including finger 
prints, cumulative service, pay, rank, record of training 
completed, disciplinary record, record of commendations and 
meritorious service, record of promotion and reduction, record 
of clothing and equipment issued, and record of any other 
item of special interest. 

d. Property Inventory. Current inventory of clothing and 
equipment, both individual and organizational. 

e. Other Records. The Chief of Police shall keep and maintain 
such other records as required by the Superintendent of Public 
Safety. 

4.2 Chief of Police Reports. The Chief of Police shall be 
directly responsible for kaving the following monthly reports 
prepared and forwarded to the Superintendent of Public 
Safety on or before the tenth day of the month following the 
month of the report: 

a. Monthly Report of Prisoners 

TERRITORIAL REGISTER, VOL. 1 NO. 2 - AUGUST 15,1974 63 



c. Monthly Report of Incidents 

PART 5 CLOTHING AND EQUIPMENT 

5.1 Authority. Uniform clothing of the type and quantity, as 
determined by the Superintendent of Public Safety shall be 
worn and furnished to each regular member of the Micronesia 
Police. The clothing shall be issued without cost to the officer. 
Articles worn out in service shall be replaced without cost to 
the officer. Articles of clothing lost, destroyed, or damaged by 
reasons of neglect or other willful act not in the line of duty 
shall be replaced by the individual concerned at his own 
expense. Title to all uniforms shall remain vested in the Trust 
Territory. 

5.2 Insignia of Rank. Insignia of rank shall be of a design 
approved by the Superintendent of Public Safety, 

5.3 Organizat ional  a n d  Individual Equipment. Such 
organizational and individual equipment as determined by the 

,Superintenderit of Public Safety to properly carry out the 
mission of the Police shall be on hand. These items shall be 
carried on department inventory and be issued on a need 
basis. 

PART 6 TRAINING 

6.1  Genera l .  I t  shal l  be t h e  responsibility of the 
Superintendent of Public Safety to see that a progressive 
training program is in effect at all times. 

6.2 Training Programs. Training programs shall consist of: 

a. Basic Training. An intensive training schedule for recruits 
encompassing all general aspects of police procedure and 
criminal investigation, and such local police problems as are 
peculiar to the district concerned. 

b. Supervisors Training. This advanced training shall be 
ta i lored f o r  sergeants and lieutenants, or prospective 
candidates therefor. 

c. Command Training. This training shall be for officers in 
command roles, such as captains and chiefs of police. 

d. Special Training. From time to  time special training 
programs shall be effected for the purpose of providing 
instructions in specific subject areas. 

e. Fire Training. This training, basic and advanced, shall be for 
all men assigned to the fire protection divisions of the 
respective District Public Safety detachments. 

6.3 Cost of Training. In preparing the annual estimated budget 
for the Micronesia Police, the Superintendent of Public Safety 
shall include therein the estimated requirement of the above 
described training programs, and shall include funds for 

sufficient ammunition to provide for marksmanship training 
in the amount of 50 rounds per man for the weapon with 
which he is customarily armed, and for 25 rounds per man for 
each type of weapon maintained at the District Headquarters. 

PART 7 REGULATIONS CONCERNING JAILS , 

7.1 Pcllicy. There shall be a District jail located at each District 
Headquarters for the confinement and safekeeping of all - 
persons committed thereto. I t  is the policy of the Trust r 
Territory Government that prison confinement be executed 
uniformly throughout the Trust Territory and all confinement 
of detentioners shall be no more rigorous than security 
measures den~and. and that all confinement over and above 
the punitive aspect shall be of a corrective nature. 

7.2 Treatmen1 of Prisoners. The Superintendent of Public 
Safety is responsible, through the Chief of Police, for the 
protection of all prisoners from abuse and mistreatment. 
Prisoners are to be treated fairly and impartially. They must 
be properly clothed and fed. They must be provided clean 
properly equipped living quarters, adequate medical attention, 
an opportunity to practice their religious beliefs, and 
reasonable communication with their farndies and defense 
counsel. 

7.3 Types of Prisoners. It should be distinctly understood that 
the District jail houses two different types of prisoners 

; 

namely: o 

a. Serving Sentence. Those sentenced and serving their term . 
for imprisonment or awaiting other disposition, and, 

tl 

b. Detentioners. Those he!d in a safekeeping status, pending 
trial or undergoing investigation. 

7.4 Security. Security measures shall be adequate to fulfill the 
mission of the prison but not so restricted as to prevent work 
and exercise. The degree of security shall be commensurate 
with the custodial risk involved in the type of prisoner under 
supervision. 

7.5 Discipline. Discipline shall be maintained at a high level. 
Abuse, mistreatment and special forms of punishment which 
only serve to  brutalize both prisoners and guards are hereby 
prohibited. The imposition of punishment is restricted to: 

a. Judicial Punishment. That lawfully imposed by a duly 
constituted Territorial Court. 

b. Non-Judicial Punishment. Withholding of special privileges 
such as smoking, entertaining of visitors, and the use of 
recreational facilities form the only punishment which may be 
imposed by the Chief of Police for minor infractions of prison , 
discipline. Prisoners shall not be permitted to exercise any 
authority or impose any punishment on other prisoners. 

7.6 Hard Labor. Any person sentenced by a Territorial Court ' ' 
shall be required to perform hard labor during the period of 
confinement unless the terms of the sentence specifically 
direct otherwise. Accordingly, the following rules will be 
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observed in the employment of prisoners at hard labor: 

a. Authorized Labor. Any person serving a sentence of 
imprisonment will be required to perform hard labor in 
accordance with physial ability on any public project. Such 
public projects are -envisioned to  be those directly affecting 
and benefitting the local population. 

b. Work Week. Hard labor shall be performed on the basis of 
not exceeding a 6-day work week of not more than 8 hours 
per day. 

c. Exemptions. Detentioners will not be required to  perform 
hard labor but may be called to  perform housekeeping tasks in 
and around the jail proper. 

d. Other Labor. On days when hard labor is not performed 
such useful  rehabilitative projects such as handicraft 
manufacture, fishing, gardening, and animal husbandry under 
proper supervision shall be encouraged. The proceeds derived 
from any such projects shall be utilized for the benefit of the 
jail population only. 

7.7 Jail Regulations. All reasonable precautions must be taken 
to maintain security and prevent the escape of prisoners. 
Guards in charge of labor details shall exercise every 
precaution to insure that the prisoners are under observation 
at all times. At least two official counts shall be made daily. 
The Superintendent of Public Safety is responsible for the 
or ig inat ion of, and compliance with, special security 
regulations at each District jail. These regulations shall include 
a suitable provision covering escapes as well as fire and 
typhoons. The provisions of these jail regulations shall be 
made known to  each prisoner at the time of his initial 
confinement, in writing and in a language he or she 
understands. 

7.8 Personal Property of Prisoners. Prisoners shall not be 
permitted to retain in their possession money, jewelry or 
other personal property with the exception of necessary 
personal items such as clothing, toilet articles, wedding rings, 
tobacco, religious material, eye glasses and dentures. Upon 
admission to the jail, a complete inventory of personal gear 
and valuables shall be made in the prisoner's presence. This 
inventory shall be itemized and receipted for and the prisoner 
shall be furnished a signed copy of the receipt which receipt 
he shall be allowed to retain in his possession throughout 
confinement. Upcn his release from confinement the property 
of the prisoner shall be returned to him and a receipt therefor 
shall be obtained. 

7.9 Medical Examination, All prisoners shall be given a 
medical examination as soon after initial confinement as is 
practicable and prisoners suffering from communicable or 
contagious diseases or mental illness shall be scgrc~ated i r ~  a 
locked ward and given daily medical attention. Prisoners a t  all 
times shall be affol-ded adequate medical care 

7.10 Subsistencc. Prisoners shall be furnished sufficicnt 

properly prepared food and shall be 
complete their meal in a normal 
prisoners shall be from an allotment budgeted for that 
purpose. Prisoners confined in District jails shall under no 
circun~stances be required to subsist themselves, nor shall their 
friends or relatives be required to furnish subsistance. However, 
no unreasonable restrictions shall be invoked so as to prevent 
a prisoner from receiving gifts of food from friends and 
relatives. Care shall be taken that such food gifts come under 
the control of the person for whom they are intended with 
due regard to health, sanitation, and security requirements. 

7.1 1 Clothing. Prisoners shall be provided with clothing 
adequate to the weather. 

7.1 2 Health and Comfort. Prisoners possessing funds may be 
required to purchase their own toilet articles. If a prisoner 
does not such funds, such toilet articles 'will be 
furnished in such quantities to maintain adequate standard of 
sanitation and preclude undue hardships, and will be paid for 
from budgeted funds. Prisoners possessing funds may be 
permitted to purchase articles of comfort such as tobacco and 
supplemental food. However, no prisoner shall be required to 
contribute to any special fund to provide for articles of health 
and comfort for other prisoners in confinement. 

7.1 3 Visitors. Prisoners shall be allowed as much contact with 
members of their families and others interested in their 
welfare as is practicable within the limitations of their 
sentence and the administrative facilities available. Specific 
visiting periods shall be established by the Superintendent of 
Public Safety. Such privileges should not be curtailed except 
as disciplinary action resulting for violation of jail regulations, 
but such curtailment shall not affect the right to counsel or 
bail. Visitors shall be subjected to search only if this is deemed 
necessary by the Warden and then only by the consent of the 
visitor. If permission for such search is refused, the Warden 
may prohibit the visit. 

7.14. W A l l  prisoner mail and/or packages shall be inspected, 
both incoming and outgoing, to prevent traffic in contraband 
such as weapons, dmgs, obscene material, etc. but such 
inspection shall not be effected unless authorized by the 
pr isoner .  If  t h e  pr isoner  refuses such inspection 
authorization, incoming mail or packages shall be returned 
to the sender or held until the release of the prisoner, 
whichever he desires, and permission to mail outgoing matter 
shall be denied. The Warden will be charged with the 
responsibility of inspecting such letters and packages. Letters 
o r  packages containing objectionable material but not 
otherwise unlawful, shall be returned to the sender. Letters 
and/or packages containing generally unlawful material shall 
be delivered to the District Attorney for appropriate action. 

7.15 Search., Prisoners shall be scarched at all times upon 
entering the jail and at such other times as may be deemed 
appropriate by the Warden or guards. Every effort will be 
made to prevent the introduction of contraband material into 
the jails. Periodic searches at irregular intervals will be made or 
the jail facilities. 
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? 
7.16 comput&n of Sentence. It shall be the responsibility 
of the Chief %Police to see that all sentences are properly 
computed and executed precisely in accordance with the Court 
sentence. 

7.17 Records. Separate records shall be kept of detentioners 
and those committed to jail to serve a. court sentence. These 
records shall reflect the name, residence, occupatih,  next of 
kin, date of release, and declared destination upon release. 

PART 8 MISCELLANEOUS PROVISIONS 

8.1 Policewomen. 

a. Authority. In the discretion of the various Chiefs of Police 
and with the consent of the Superintendent of Public Safety, 
women may be enlisted in the Micronesia Police. 

b. Jail Matrons. Whenever female prisoners are confined in a 
District jail, a police matron will be available at all times. Such 
police matrons may be employed on a temporary basis. 

8.2 Service of Foreign Process. Whenever a summons or other 
mocess is received from a court whose iurisdiction is outside 
bf the Trust Territory of the Pacific lslands, with a request 
that the same be served upon any person within the Trust 
Territory, said summons or other process and accompanying 
correspondence shall be forwarded to the Office of the 
District Attorney of that district for appropriate instructions 
or other disposition. 
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TITLE 77 

TAXATION AND FINANCE 

CHAPTER 3 

EXPORT AND IMPORT TAXES (Release 10-73) 

PART 1. GENERAL PROVlSlONS lMPORTS 

1.1 Authority. The rules and regulations in this chapter have 
been promulgated by the High Commissioner, Trust Territory 
of the Pacific Islands pursuant to the provisions of Section 
154. Title 77 of Code of the Trust Territory. 

1.2 Definition. For the sake of convenience the tern1 Tax 
Assessor as used in this chapter shall also include Customs 
Officer. 

PART 2. ENTRY OF IMPORTS 

2.1 Entry of Imports - Requirement and Time. Except as 
otherwise provided the consignee of imported merchandise 
shall make entry therefor either in person or by an agent 
authorized by him at the office of the District Tax Assessor 
within forty-eight . hours exclusive of Sundays and holidays 
after the entry of the importing vessel or plane. 

2.2 Entry Documents. 

a. Entry may be made upon presentation to the Tax Assessor 
of a non-negotiable copy of the bill of lading and vendors' 
invoices convering all merchandise arriving on one vessel and 
consigned to one consignee. If proper documents are not 
available within forty-eight (48) hours after arrival of the 
merchandise the estimated import tax shall be paid subject to 
adjustment when documents arrive. 

b. In addition to the non-negotiable copy of the bill of lading 
and vendors' invoices each importer shall sign an Entry 
Certificate stating under penalty of pe jury  that the vendors' 
invoices are true and correct and that no alterations or changes 
have been made thereto. The Entry Certificate shall be 
obtained from the Tax Assessor and signed at the time of 
entry. 

2.3 Damage or Non-Receipt. Any merchandise subject to 
import tax which is not received by the importer or is in a 
damaged condition may be exempted from such tax upon 
presentation of a certificate of damage or non-receipt from the 
carrier or his agent. The carrier or his agent shall either deny 
the claim or furnish the certificate of damage ornon-receipt 
within fifteen (15) days after such damage or non-receipt 
within fifteen days after such damage or non-receipt is 
reported by the importer. Terminal operators shall not be 
required to open shipments for damage inspection. Importers 
may apply for a refund of taxes paid to the extent of losses 
incurred on damaged merchandise where such damage was 
concealed, however, the importer must submit a certificate of 
damage from the carrier, his agent, or terminal operator. 

2.4 Reporting Cargo. All cargo, including ship's stores, carried 
on the vessel or aircraft entering the Trust Territory must i - 
included on the manifest and related bills of lading. Willful 
failure to so include such cargo or the pre'sentation of a 
willfully falsified manifest shall be deemed to be a violation of 
this regulation. 

2.5 Master's Responsiblities. Within four (4) hours after arrival 
the matter of a vessel or aircraft shall deliver to the Tax 
Assessor two copies of the manifest and bills of lading and he 
shall also deliver a true and correct copy of any correction of 
such manifest and bills of lading filed on entry of his vessel or 
aircraft. 

2.6 Payment and Release. Cargo shall be retained at the place 
of unloading until the import tax has been paid or permission 
given by the Tax Assessor for its release. Any cargo not 
released shall remain in the physical possession of the terminal 
operator at the expense of the consignee but under technical 
customs custody until entry is made and the import tax paid. 
The Tax Assessor will give permission for the release of 
cargo after payment of taxes in full by making the 
following notation on one copy of the two copies of 
bills of lading submitted pursuant to section 2.5 above: 

All import taxes for the items included on this bill of lading 
have been paid. This merchandise may be released to the 
consignee. 
---- -- - - - - - - - - -  
Date Tax Assessor (Customs Officer) 

A partial release of cargo may be authorized by the Tax 
Assessor by making the following notation on the bill of lading 
and by initialling, each1 item to be released. Those items not 
initialed will not be released. 

The merchandise identified by my initials on each line item of 
this bill of lading may be released to the consignee. 
--- -- - - - - - -  - -  
Date Tax Assessor (Customs Officer) 

2.7 Release of Perishable Merchandise. The Tax Assessor is 
authorized to permit the release and delivery, prior to formal 
entry thereof, of perishable articles, and other merchandise the 
immediate delivery of which is considered necessary, such as 
where adequate holding or storage facilities are not available. 
Provided, however, that such, merchandise shall remain under 
technical customs custody and no disposition of such 
merchandise by the consignee is authorized without payment 
of the tax or the execution of a promissory note for the full 
amount of the tax. 

2.8 Entry of Merchandise without Tax Assessor's Clearance., No 
carrier, agent, or terminal operator shall release or turn over to 
a consignee any merchandise being imported into the Trust 
Territory without prior clearance of the Tax Assessor. 

2.9 Boarding of Vessels and Aircraft. The Tax Assessor may 
board and examine any vessel or aircraft bringing merchandise 
into the Trust Territory when in his opinion it is necessary to 
carry out the provisions of Title 77 of the Trust Territory 
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Code, or any rule or regulation promulgated thereunder and 
require the master or captain thereof the exhibit for 
exanination by the Tax Assessor the manifest or any other 
documents or papers, or any trunk, package or cargo on board. 

2.10 Penalty. Any person including a corporation, company 
and association, who willfully violates any of the provisions of 
this chapter shall be subject to imprisonment for a period of 
not more than one year or a fine of not more than $500.00, or 
both, as specified in Section 201, Title 77 of the Trust 
Territory Code. 

2.1 1 Regulations Superseded. These Regulations supersede all 
previously issued Budget and Finance Regulations. 

CHAPTER 11 

REGULATIONS ON THE TAXING OF SALARIES, 
WAGES, AND GROSS REVENUES OF BUSINESSESS 

PART 10. GENERAL PROVISIONS 

10.1 Authority. Rules and Regulations in this chapter have 
been promulgated by the High Commissioner of the Trust 
Territory of the Pacific Islands in accordance with the 
provisions of Section 12 of Public Law 4C-2. These Rules and 
Regulations and any additions and/or amendments thereto, 
shall have the force and effect of law. 

PART 1 I .  WITHHOLDING TAX ON WAGES AND 
SALARIES 

11.1 Effective Date. Withholding tax on wages and salaries by 
employers pursuant to Section 3 of Public Law 4C-2 shall 
commence on the first day of each employer's first payroll 
period beginning after June 30, 1971. Employers shall not 
change their customary payroll periods if such change would 
result in the postponement of the effective date on which to 
commence withholding the tax on wages and salaries. 

Example (1). An employer's customary payroll period is 
weekly from Sunday to the following Saturday. The first 
payroll period for which tax is to be withheld is the payroll 
period beginning July 4, 197 1. 

Example (2). An employer's customary payroll period is 
semimonthly from the first day to the fifteenth day of each 
month and from the sixteenth day to the last day of each 
month. The first payroll period for which tax is to be withheld 
is the payroll period beginning July 1, 197 1. 

PART 12. WAGES AND SALARIES OF EMPLOYEES 

SUBJECT TO TAXATION. 

12.1 Moving Expenses, Moving expenses or allowances 
provided an employee for the convenience and at  the direction 
of the employer is not to be included in determining the 
taxable wages or salaries of an employee. However, any 

portion of the moving expense or allowance not used by the 
employee for his cost of moving will be deemed taxable wages 
or salaries. 

Example (1). Mr. Jones is transferred to Moen, Truk District 
from Saipan, Manana Islands District by his employer, the 
ABC Company .  The  ABC C o m p a n y  pays  for his 
t ranspor ta t ion ,  household effects shipment, meals and 
temporary lodging. These payments made by the ABC 
Company are not taxable to Mr. Jones. 

Example (2). Mr. Smith is transferred to Koror, Palau District 
from Majuro, Marshalls District. His employer, the Fish 
Company, pays Mr. Smith a $2,000.00 moving allowance. The 
cost of Mr. Smith's move including personal transportation, 
househo ld  effects shipment and temporary lodging is 
$1,500.00. The unused portion of. the moving allowance, 
$500.00 is taxable to Mr. smith. 

12.2 Payments to Students. Certain payments made to 
full-time bona fide students a t  accredited educational 
institutions within the Trust Territory are exempt from 
taxation pursuant to Section 1 (c) (8) of Public Law 4C-2, as 
amended. However, in most instances i t  is not possible for an 
employer to ascertain the tax status of payments of wages and 
salaries to employees who may claim to be exempt. As an 
example, wages and salaries paid to a high school student 
during the summer school vacation may or may not be exempt 
depending on, among other things, whether the student 
returns to  school for the fall semester. Therefore, the 3% wage 
and salary tax shall be withheld by the employer from all 
wages and salaries paid to  employees who may claim the 
student exemption. Such employees may at the end of each 
year make claim for refund of tax withheld from wages and 
salaries paid to them and their claim for the exemption will be 
determined at the time of the application for refund. Claims 
for refund shall be made in accordance with Section 17 of 
Public Law 4C-2, as amended. 

PART 13. BUSINESS OPERATIONS SUBJECT TO 
TAXATION 

13.1 Casual Sales of Farm Produce, Fish or Native Handicraft. 
Any individual having annual gross revenue of less than 
$200.00 from the sale of farm produce, fish, or native 
handicraft will not be deemed a business under the provisions 
of Public Law 4C-2 and will not be required to pay the tax on 
the gross revenue. Any individual having annual gross revenue 
of $200.00 or more from the sale of farm produce, fish or 
native handicraft will be deemed a business and will be 
required to pay the tax on the gross revenue. 

Example (1). Mr. X sometimes takes his boat and goes fishing 
at night and on weekends. When he returns with Ns fish, he 
gives some of the fish to his friends, family and relatives, and he 
sells some of the fish for cash. At the end of a year, Mr. X . 

finds that he has received $186.50 for fish sold during the 
year. Mr. X is not required to  file a return of business gross 
revenue, nor pay tax for his sale of fish for that year. 
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Example (21. Mr. M has a farm that produces large quantities 
of bananas and taro. Every week Mr. M takes his farm produce 
to a village market and sells the produce. At the end of a year, 
Mr. M finds that he has received $1,950.00 for farm produce 
sold during the year. Mr. M is required to file a return of 
business gross revenue and pay tax (in this case, $40.00) for 
his sale of farm produce for that year. 

r 13.2 Form of Businesses Subject to Taxation. 

a. Unincorporated "Unitary Business". A "unitary business" is 
one carrying on one kind of business of which the component 
parts are too closely connected and necessary to each other to 
justify division or separate consideration. Unincorporated 
"unity businesses" will be assessed, levied, collected and paid 
the tax as required under Section 8 of Public Law 4C-2. 

b .  Un incorpora ted  "Non-Unitary Businesses". A 
"non-unitarv" business is one which shows units of substantial 
separateness and completeness, such as might be maintained as 
an independent business and capable of producing profit in 
and of themselves. A "non-unitary" business will be assessed, 
levied, collected and paid the tax as required under Section 8 
of Public Law 4C-2 on each unit of substantial separateness 
and completeness. 

c. Incorporated Businesses. A corporation consisting of two or 
more separate and distinct businesses would pay the tax on the 
combined gross revenues of all the business as one entity. 

Example (1). Mr. Walker owns a movie theater and in the 
Qeater he has a snack bar serving refreshments to the patrons 
oC the theater. The gross income from the theater and the 
snack bar would be taxed as one business since it is a "unitary 
business". 

Example (2). Mr. Johnson owns a grocery store and next to  
the grocery store he owns a restaurant. Mr. Johnson would 
have to pay tax on the gross revenue of the grocery and a . separate tax on the gross revenue of the restaurant, because it 
would be a "non-unitary" business with each unit being 
substantially separate and complete. 

Example (3). Mr. Stein is the sole stockholder of a corporation 
which consists of a restaurant, grocery store, and a car rental 
agency. The combined gross revenues of the three businesses 
would be taxed as one business. 

PART 14. RATE OF TAX AND DEDUCTIONS FOR 
CALENDAR YEAR 1971. Public Law 4C-2, as amended, 
became effective on July 1, 1971, and the taxes levied and 
deductions allowed thereunder are payable on a calendar year 

" 
basis. Accordingly, taxes for calendar year 1971 shall be paid 
for the period July 1, 1971, through December 31,1971, 
which six inonth period shall constitute the 1971 taxable year. 
As the initial year during which taxes shall be paid is partial, 
that is, only for six months, the following rates of tax and 
deductions will be in effect from July 1, 1971 through 
December 31, 1971, namely: 

a. Tax on Gross Revenues of Business. There shall be assessed, 
levied, collected, and paid a tax of twenty dollars ($20) upon 
that portion of the amount of gross revenues received by every 
business for the period July 1, 1971, through December 31, 
1971 subject to the provisions of Public Law 4C-2, as 
amended, which does not exceed five thousand dollars 
($5,000), and there shall be assessed, levied, collected, and 
paid a tax of one per'cent (1%) upon that portion of the 
amount of gross revenues for the period July 1, 1971 through 
December 31,1971 , received by every business subject to the 
provisions of Public Law 4C-2, as amended, which is in excess 
of five thousand dollars ($5,000). 

b. Employee Deduction From Wages and Salaries. Every 
employee, as defined in Public Law 4C-2, as amended, shall be 
allowed a deduction of five hundred dollars ($500) from all 
wages and salaries subject to tax levied under Public Law 4C-2, 
as amended, and received by the employee for the period July 
1, 1971, through December 31, 1971, in which period the 
deduction is claimed. The deduction shall be claimed by the 
employee filing for a refund with the Director of the 
Department of Finance, Trust Territory Government, under 
the provisions of Public Law 4C-2, as amended, and the rules 
and regulations issued pursuant thereto by the Director. 

PART 15. DEFINITIONS RELATING TO GROSS 
REVENUES OF BUSINESS. 

15.1 Exclusion of Taxes Collected. Gross revenue as defined 
by Section 1 (g) of Public Law 4C-2 as amended does not 
include business revenue or receipts which represent taxes 
imposed upon the purchaser by a taxing authority and 
collected by the seller. Taxes imposed by Public Law 4C-2 as 
amended are not imposed upon the purchaser and thus may 
not be excluded. 

Example (1). Mr. Z owns a movie theater. The price of a ticket 
is 751 per person which includes a District imposed 10$ head 
tax on each ticket. Mr. Z would report his gross revenue on the 
basis of 65j? per ticket and exclude the amount of the head 
tax. 

Example (2). Mr. X owns a grocery store. The District imposes 
a 1% sales tax on all sales. Mr. X collected $101 .OO in sales and 
sales tax. Mr. X would report his gross revenue as $100.00 and 
exclude the $1.00 collected for'sales tax. 

15.2 Exclusion of Amounts not Collected. Gross revenue as 
defined by Section l(g) of Public Law 4C-2, as amended, does 
n o t  inc lude revenues  which are accrued but which 
subsequently are found to be uncollectible. The amounts of 
such accrued revenue which are determined to be uncollectible 
may be deducted from gross revenue in the year in which it is 
determined that the revenue is not collectible, provided that 
the uncollectible amounts were accrued after June 30, 1971. 

Example (1). A business sells merchandise both for cash and 
on credit, establishing accounts receivable for the credit sales. 
In 1971, this business has the following sales: 
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Cash $20,000 
Credit 1 5,000 

Total $35,000 

The business pays tax on $35,000 for 1971. At December 3 1, 
197 1, the business has uncollected accounts receivable in the 
amount of $2,400 of which $1,000 represented sales accrued 
after June 30, 197 1. 

If in 1972, the business found that any part of the $1,000 
could not be collected and so recorded this in its accounting 
records, this amount written off would be deducted from the 
taxable gross revenue for 1972. The write off of any part of 
the $1,400 which represented sales accrued before July 1, 
1971, would have no affect on the 1972 tax computation. 

PART 16. PAYMENT OF TAX AND FILING OF RETURNS. 

16.1 Place of Payment and Filing. Employers who have their 
principal place of business (i.e. the place where accounting, 
payroll, and tax records are maintained and controlled) 
outside the T n ~ s t  Territory shall file all returns and make all 
payments of the tax in accordance with Public Law 4C-2 to 
the Director of Finance, Headquarters, Trust Territory of the 
Pacific Islands, Saipan, Mariana Islands 96950. 

Employers who are doing business in more than one district of 
the Trust Territory shall file all returns and make all payments 
of the tax in accordance with Public Law 4C-2 to the Director 
of Finance, Headquarters, Trust Territory of the Pacific 
Islands, Saipan, Mariana Islands 96950. 

PART 17. EXCLUSIONS 

17.1 Military and Naval Forces of the United States: 
Exclusion. "Waaes and salaries received from the United States 
by members o r  the Military or Naval Forces of the United 
states or the Armed Forces o f  the United States" shall hereby 
refer to  salaries and wages paid as a result of active duty 
service in the uniformed services of the Naval Forces of the 
United States or the Armed Forces of the United States and all 
other wages and salaries earned in the Trust Territory of the 
Pacific Islands shall be deemed taxable under the provisions of 
this act. 

PART 18. REFUNDS. 

18.1 Procedure for Filing for Refunds - Employees. Employees 
who have claims for refunds of excess tax withheld from their 
wages or salaries need not file individual claims with the 
Director. The Wage and Tax Statements furnished by 
employers to the Director, pursuant to Section 4(b) of Public 
Law 4C-2, as amended, will be accepted as the claimants' 
applications for refunds and the Director will process these 
refunds without further action on the part of the claimants. 
(10-73) 

Territory Income Tax Law. For the purpose of ascertaining 
the correctness of any return, making a return where none has 
been made, determining the liability of any person for any 
income tax or the liability at law or in equity of any transferee 
or fiduciary of any person in respect of any income tax, or 
collecting any such liability, the Director or his delegate is 
authorized to: 

(a) Examine any books, papers, records, or other data which 
may be relevant or material to such inquiry. The required 
records shall be made available no later than ten days 
beginning the date when the request is received; 

(b) Summon the person liable for tax or required to perform 
the act, or any officer or employee of such person or any 
person having possession, custody, or care of books of account 
containing entries relating to the business of the person liable 
for tax or required to perform the act, or any other person the 
Director or his designee may deem proper, to appear before 
the Director or hls delegate at the time and place named in the 
summons and to produce such books, papers, records, or other 
data, and to give such testimony, under oath, as may be 
relevant or material to such inquiry; and 

(c) Take such testimony of the person concerned, under oath, 
as may be relevant or material t o  such inquiry. (3-74) 

CODE OF PUBLIC REGULATIONS 

Release No. 4-71 

Sub jec t  : Promulgation of Regulations Concerning the 
Transpor t a t ion ,  Movement and Dispostion of Human 
Remains; Title 7 - Health Services Regulations; Chapter 
14, Parts 171 to 180. 

WHEREAS, Subsections 6 and 7 of Section 3, Title 6 3  
of  t h e  Trus t  Territory Code gives authority to the 
Director  o f  Heal th  Services to prescribe rules and 
regulations concerning the control and disposition of 
human remains  which rules a n d  regulations when 
approved by the High Commissioner shall have the force 
and effect of law; and 

WHEREAS, in accordance with Section 3 of Title 63, 
the  Director  o f  Heal th  Services has prepared and 
prescribed certain rules and regulations dealing with the 
t r anspor t a t ion ,  disposition and movement of human 
remains into, from and between the several districts. of 
t h e  Trus t  Te r r i to ry  o f  the Pacific Islands and has 
submitted these regulations to me for may approval. 

NOW, THEREFORE, pursuant to the authority, vested in 
me as High Commissioner and in accordance with the 
provisions o f  Sec t ion  3 o f  Title 63 of the Trust 
Territory Code, it is hereby ordered that: 

PART 19. EXAMINATION OF BOOKS. 
Article 1 .  Addition of Chapter 14, Parts 171 to 180, to 

19.1 Production of Records of Taxpayers Under Trust Title 7 
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. . 

Thcre is hereby added as an amendment to Title 7 of 
thc Code of Public Regulations a new chapter numbered 
14. consisting of Parts 17 1 to 180, entitled "Regulations 
Concerning the Transportation, Movement and Disposition 
of Human Remains." This new chapter shall read as 
follows: 

"Chapter 14 - Regulations Concerning the Transportation, 
Movement and Disposition of Human Remains 

Part 17 1 .  General Provisions and Definitions 

171.1. Authority. Rulcs and Regulations in this chapter. 
have been prepared by the Director of Health Services 
and promulgated by the High Commissioner of the Trust 
Te r r i to ry  o f  t h e  Pacific Islands in accordance with 
Section 3 of Title 67 of the Trust Territory Code. 

171.2. 'Human Remains' or 'Remains' means the body of 
a d e c e a s e d  p e r s o n ,  inc luding in  any s t a t e  o f  
decomposition or cremation. 

171.3. 'Cremation' means the reduction of the body of a 
deceased person to ashes by incineration. 

17  1 . 4  'Embalming'  means  the treatment of human 
remains with chemicals to prevent decay. 

Pa.rt 172. Movement of Human Remains Between the 
Administrative Districts of the Trust Territory of the -- 
Pacific Islands -- 

No human remains shall be moved from one district to 
another within the Trust. Territory unless the following 
requirements are first met: 

(a) A removal permit is issued by the District Director 
of Health Services of the district originating the removal 
of the human remains, such removal permit to state that 
the remains constitute no health hazard. 

(b )  T h e  Distr ict  Director of Health Services of the 
district originating the removal shall (I)  notify in writing 
pr ior  t o  the  shipping of  any human remains the 
approximate date of shipment and (2) shall send two 
certified copies of the death certificate of the deceased 
to the District Director of Health Services of the district 
of destination of the human remains. 

Part 173. Entrance of Human Remains Into the Trust 
Territory. -- 

Except in the case of a death or fetal death occurring in 
international areas, which event shall be reported at the 
first port of entry of the Trust Territory as provided by 
Chapter I .  Part 11 of the Health Services Regulations, no 
human remains shall be allowed entrance into the Trust 
Territory unless the following requirements are first met: 

(a) A permit for disposition is issued, in accordance with 

the law and health regulations of the place originating 
the removal of the human remains, the original and two 
copies  of  which are to accompany the remains, om 
additional copy to be sent to the District Director of 
Health Services of the district of destination of the 
remains, and one additional copy to be sent to the 
Director of Health Services, Headquarters, Saipan, Mariana 
Islands 96950. 

(b)  A certificate from the agency issuing the permit ' . 
stating that the human remains pose no public health 
hazard, the original of which is to accompany the human 
remains and one copy to be sent to the District Director 
of Health Services of the district of destination of the 
human remains. 

(c)  T h e  Dis t r ic t  Director of Health Services of the 
district of destination shall be notified in writing prior to 
the shipping of any human remain$ the approximate date 
of shipment and such notification shall include three 
certified copies of the death certificate of the deceased 
and the documents specified for him in paragraph (a) 
and (b) of this section. 

(d) The requirement for certified copies of the death 
certificate as specified in (c) of this section may be 
waived if: 

(1) the issuance of a removal permit requires a death 
certificate having been filed prior to its issuance, and 

(2) the cause of death has been sufficiently determined 
t~ provide the agency a means to fulfill the requirement ' 
(b) of this section, and 

( 3 )  t h a t  t h e  required certified copies of the death 
certificate shall be forthcoming as soon as available. 

Part 174. Removal of Human Remains From the Trust 
Territory. 

No human remains shall be removed from the Trust 
Territory unless a removal permit has been issued by the 
Dis t r ic t  Direc tor  of  Health Services of the district 
or ig inat ing the removal and the requirements of the 
receiving c o u n t r y  o r  state have been met prior to 
shipment. 

Pa r t  1 7 5 .  Au thor i ty  of  -- District Director of Health 
Services to Refuse Entry. 

The District Director of Health Services of the district of 
destination shall refuse entrance of human remains into 
said district if such entrance does not comply with the 
requirements stated in Parts 172 and 173 of this chapter.: 

Part 176. Reauirement for Trans~ortation. 

No human remains shall be transported into the Trust 
Territory or from one district to another within the Trust 
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Ter r i to ry  unless the human remains are enbalmed or returning the human remains to the place of origin. 
cremated, placed in a suitable container and enclosed in 
a transportation case. Part 179. Human Remains Resulting From World War 11. 

Part 177. Custody of Human Remains. 

,: : The Dis t r ic t  Direc tor  of Health Services &all have 
. a  a custody of all human remains entering and within his 
: I !  d i s t r i c t  o f  responsibil i ty until released by him for 
.* ' interment or removal. 

Part 178. Responsibility of Carrier. 

It shall be the responsibility of any carner transporting 
human remains into the Trust Terntory to  insure that 
t h e  p r o p e r  documents have been obtained to effect 
lawful entry of such human remains into and between 
t h e  several  d i s t r i c t s  of the Trust Territory. Human 
remains arriving at a Trust Territory port without the 
p roper  documentation shall be denied entry by the 

' Dist r ic t  D i rec to r  of Health Services and the human 
, remains shall not be allowed to be removed from the 
j aircraft or ship until proper documentation is obtained. 

In  t h e  event the District Director of Health Services 
1 denies entry the carrier shall be fully responsible for 
I 

Nothing in this chapter shall be interpreted or construed 
t o  c o n t r o l  o r  regulate the removal or interment of 
human remains resulting from hostilities or post secure 
action of military forces during World War 11. The High 
Commissioner shall continue to regulate and control the 
removal and interment of such remains as he shall see 
fit. 

Part 180. Effective Date. 

The rules and regulations as set forth in this chapter 
sha!l become effective on September 1, 1971. 

Article 2, 'Approval and Filing with the Clerk of Courts. 

The rules and regulations prepared and prescribed by the 
Director of Health Services as set forth above are hereby 
approved, ordered to be filed with the Clerk of Courts 
in each administrative district of the Trust Territory 
before  August 15, 1971 and published in the Trust 
Territory Code of Public Regulations. 
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