November 1, 1976

REPORT TO THE CONVENTION
BY THE CO'MITTEE ON FINANCE,
LOCAL GOVERNMENT AND OTHER MATTERS

Subject: Conmittee Recommendation Number Five:
Commonwealth Taxation

The Comm&ttée on Finance, Local Goverhment and
Other Matters recommends that the Convention adopt in
prin;iple the attached constitutional provisions with
respect to taxation.

The Committee has considered what provisiops, if
any, respecting taxation should be included in the Coﬂsti-
tution of the Commonwealth of the Northern Mariana Islands.
The Committce recbénizes thatv taxation is a critical function
.of the governmcnt‘sinée it provides the means by which.%he
Commonwealth delivers importaﬁt,serqices to its citizens.
Funds must be raised, appropriated,'spent‘and accouﬁted v
for in fesponsible, controlled ways.. The 1egislaturé's'
basic grant of power in the draft Constitutional provision
on the legislafiv@ branch includes.the right to raise
revenue and apﬁromriate funds. The Committee's concern is
with sﬁecial limﬂtations or controls on such matters. The
Committee's basiciconsideration was whether the: Constitution
should include pﬂovisﬁons to guide the legislature and séz
the proper course for the new Commonwealth. The Constigqtiﬁp

is neither the exclusive source of the law on the subject of -

taxation, nor a document intended for short-term.use. It
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:should contaiﬁ thpse critical basic matters that govern
iegislative and executivé performance.

The Committee reviewed the current Trust Territory
Code and Mariana Islands District Codé, the briefing
materials on taxamﬁonzand taxation provisions in constitu-
tions of the states and Puerto Rico. - '

The Committee decidéd that the Constitutional
article on taxation should contain two provisions. The
first provision makes clear that no tax shall be levied
or appropriation shall be made exéept f&r a public:pﬂrpose.
This provision recognizes the general'principle that public
funds derived froh’fax revenués cannot be used for private
purposes. This rEstﬁiction does not apply to apﬁropri§¢ions
for assistance to/ industrial development projects in wﬁich
private investors also particiﬁate éhen the undertakﬁng
serves a public pbrpose and the benefits to the community
are direct and substantial. The Comhi;tee believes fhat_the
term "public purpose'" is sufficiently well understood to-
enable the legisiﬁture to determine appropriate benchmarks
for such matters.

" The secbnd provision on. taxation recommended by the
Committee is a rehuiremcnt that every five year; the governor
submit to the legislature a report analyzing fhe impact of .
statutory tax exeﬁptions. The Committee felt that the ? :
legislature's pow@r to grant tax exemptions should not be

limited by the Constitution, but that.a mechanism should be

provided for consideration periodically of the effect of




.such exemptions, their continued viability, and their

N .

‘cumulative imbacq on the tax base: In many states exemp-
tions were grantéd by laws over the years for what appeared
to be worthy purﬁoses (for example, Homesteading, rgligious
or educational adqiviiies and industrial development)

but their cumulative effect subsequently posed seriqus handi-
caps tp a balancéd budget. Ih addition, the originallsoéial
or economic purpose had changed but the exemption was not
reconsidered. The Committee recognizes the need to avoid
these problems b@t:prefers not to place.in the Co;;fitution
specific exempti&ns or prohibitions 6n them. The legisla-
ture should makesuéh judgmedﬁs with a‘consfitutionally’

| .
mandated review by the governor every five years, ,?
! 1

The Co&mittee considered further whether the
Constitution shoﬁld include a ﬁnifo&ﬁity provision,:
limitations on t%x rates, or details of specific taxes
such as those oniincome, property, éo;porate income; sales
of merchandise aﬁd exports and imporfs. The Committee -
decided that the%e subjects were better left to the discretion
of‘the‘iegislatufe.

| Finally, the Committee .considered "ea;marking"'
of funds, that is, tying the revenue from a.spécified tax-to
the financing ofia”particular governmental prbject or function.

| /
The Committee deFided that the disadvantage of limiting-:

legislative control (and the possible creation of an imbalance

wdy
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.of earmarking from the Constitution.

- q - | ' S
in financial~p14nning) argued persuasivcely for the exclusion
The Committec con- !
sidered a prohibition on earmarking, but this too was seen
as unduly 1imiting legislative discretion. The Committece
believes that it is desirable to maximizé the legislature's
power’to adjustitﬁe éhanging resources of the Commonwealth to
meet its changiﬂg needs and the draft constitutional provisions
recommended by &he Committec reflect this decision.
‘ Members of the Committee were concerned with the
danger that funds appfopriated by law wéﬁld be reprogrammed
for purposes not authorized in the appropriation‘act. The
Committee concldded that the Sxecutlve budget process
should specify nrograms and ﬁeoglaph)cal appropriations;’

and the legislature should control administrative diséretion

“~

with regard to'qse of funds and reprogramming.

1
The Committee may reconsider its recommendations

]
after completing its consideration of local government such

as local property taxes and related matters.

‘| Respectfully submitted by the
~Committee,

| Benigno R. Fitial, Chairman

; Pedro Dela Cruz, Vice Chairmin

g Pedro M. Ogo »

‘ Esteven M. King

Luls Benavente

| Juan Tenorio

<3
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November 1, 1976

/REPORT TO THE CONVENTION
BY THE COMMITTEE ON FINANCE
LOCAL GOVERNMENT AND OTHER MATTERS

Subject: Committee Recommendation Number Six:
Commonvwealth Debt

The Co@m{ttee on Finance, Local Govefnment and
Other Matters recommends that the Convention adopt in
prin;iﬁle the attached Constitutional ﬁrovisions with
réspect to public debt.

The Co&mittée recognizes. that ‘bond issuanteiis
\ : :

an indispensableidévice to fund important capital projects

|
undertaken by th? Commonwealth or its political subdivisions.

Borrowing is a w#]i e;tab1ish%d means by which states and’
| ' ¢
local governments secure funds for capital improvement$

such as public“b#ildings, schools, bealth centers ahﬁ the
like. Given the?high capital ocutlay required for coqstruc-
tion, it is uguaily not feasible to finance such improve-
ments directly from current tax receipfs or other operatihg
funds. Two tyﬁes-of bonds were considered by the Committge:
,generaluobligatién bonds, in which the principal and interest
for sums-borrowe# are repaid from annual appfopriatibns from
the general reve$ues of the Commohweélth; and révenue bonds,
in which the priﬁgipal and interest are repaid solely from

-

|
the revenues der#ved from the capital improvement itself,.’
I ' ‘

. | . .
It is the Committee's view that under careful
‘ .

controls and saf%guafds both of these types of bonds can

W
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serve a useful function in the cconomic development of the
Comnonhealth of tme Northern Mariana Islands. In its review
of constitutions bf United States jurisdictions the Committee
found that only al few states prohibit.governmentai borrowing.
It was decided thia‘t a~constitutional ban on Commonwealth debt
is not a realistiﬁ alternativq)'since it would be impractical
otherwise to finance capital improvements. -

b The Committee recognizes, however, that overborrowing
can lead to undesﬁrable results. The Committee's proposal
includes two limi%ations on borrowing: (1) a limizagion
already containediin the Covenant, which is based on a per-
centage of the prhperty valua&ion within the‘Commbnwealth;

and (2) a l*mitatﬁe .that prchibits the use of debt ‘o; 5

the regular operatlng expenses of the government of the
Commonwealth, As a further contro}, the Committee ‘recommends ,
that no general obllgatlon or revenue bond issue be authorized

0

unless approved b) a two-thirds vote of each house of the
legislature. ' -

The Comﬁlttee decided that it would be appropriate
. to 1nc1ude in the Constitution not only a 11m1tat10n on the
amount of debt th?t could be incurred, but also a limitation on

the means by which it could be i the s
means by % e incurred and tﬁe purpose ﬁgr

which it could beiincurred.

Y

. o
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Regdrdihg the limitation on amount, several alterna-

»
.

tives were diScué%ed: a flat dollar amount; a limitation

bascd on a percenkage of the revenues recceived by the
Commonwealth; a 1%mifation based on'perccntage of the assessed
va]uatlon of prop#rty w1th1n the Northern Mariana Islands.

The last approach\1s contained in the Covenant and is mandatory
for the first seven yecars of federal financial assistance;

anq any subsequent periods of United Srates financial support.
The Committee decided that this limitation would be suitable
for the Commonnealth after the Covonnnt nrovision‘éééses to

be applicable.

With respect to thewmeans by which debt can be

. N . .
incurred, the Committee considered a requirement for
. w ‘

L4
v

.approval by an.ex#raordinary majority of one or both houses
of the legislature, and the oltgrnatﬁve of a requirement of
the consent of thf electorate through popnlar referendum.
The Committee-decﬁded that an extraordinary majority of

two thirds of the members of each house would be sufficient
protect:on whlle ?erm1tt1ng the Commonwealth the flex1b111ty
to cnact-debt proy151ons promptly when the need arose.

" The Complttee believes it is approprldtc to set a

"]live within our #eans" course for the Commonwealth Thls is
accomplished in tbe .Committee’ s proposed Constitutional
provision by a prbhlbltlon on borrowing to mect 0peratin§
expcenses because these should be pald from current tax

reccipts. There ?re some operating expenses norﬂally

o,

o




- 4 Z.A
encompassed as a part of the actual construction of a capital
:improvemcnt.. These would not be prohibited but ordinary
operating expenses of government would be.
The Coﬂmittée analyzed another mcthod to control
debt used in a féw jurisdictions: the regulation of bond
maturities and rép;yment The Committee decided not to

utilize this appnoach because of the intricacies 1nvolved

and possible fluqtuatlons in the bond markect.

Respectfully submitted by the
Commlttee,

-

Benigno R, Fiilal, Chairman

~§edro Dela Cruz, Vicc Chailrman

Pedro M. Ogo v |

’

Esteven M. King .

Luis Benavente

Juan Tenorio

i  DOscar C. Rasa

~Vicente M. Manglona

Jesus G. Villagomez

¥4

{ Magdalena C. Camacho ] Py

Juan DLG, Demapan

Carlos S. Camacho

¥
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November 4,1976

kEPOR] TO THE CONVENTION
: BY THE COMMITTEE ON
PERSONAL RIGHTS AND NATURAL RFSOURCT§

Subject: Committce Recommendation No. §:
Public Lands

The Comﬁjttee on Personal Rights and Natural
Resources recommehﬂs fhat the Qonvention adopt in principlg
the attached constitutional article with respect to ﬁublic
lands. ‘ |

The Committee's proposed constitutional article
contains six- éec%ions The first section deflnes the public
lands as 1nc1ud1n& both surface lands and submerged lands in
which the Commonw%alth has any, right, title or interest. The
second section de#éga;es to the legislature the respanséﬁility
for submerged pub#ic lands. The third section delegaté; to
the Marianas Publﬁc Land Corporatlon‘the respon51b111ty for
surface public lands. The fourth section sets out the basic
organization of tﬂe Corporation. The fifth section sets out
the fundamental pb11c1es under which the Corporatlon must
operate. The 51x$h section prOV1des for a Marianas Public
Land Trust to hol$ and invest the funds derived from the

public lands. E

In ordef to gather information with 1e<pect to the
present system of‘land management, the Committce 1nv1ted flve
W1tnesses to appeAr before it and present their views: /
Elmer L. Gay, Supervisor for Cadastral Surveylng, Office of

Land Management; Robert W. Green, Senior Land Commissioner

EFW.,..\._ -
KT
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for Yap; Dennis Ppcht, Division of Lands and Surveys,
Department of Resources and Development; Gregorio Camacho,

|
Land Registration Team Chairman, Land Commission Office; and

Joseph Vosmik, Senior Land Commissioner, Land Commission
Office. The Committee heard from each of these witnesses
with respect to &he utility of forming a public lanq corpor-
ation and the functions that might be assigned to such a

corporation. |

The Committee's reasons for recommending its
| >
proposed constitutional article are as follows:.
. \

Sectioﬁ'l‘ Public Lands. This section defines the

pub11c lands as includlng 1anﬂs in three categories: (1) lands-
_that will be 1ctprntd to the Commonwca’th Government by~ the
Trust Territory ﬁursuant to the Secretar1al Orders and the
Covenant; (2) lamds that the Commonwealth government may i
hereafterpurchasé lease, or receive by other means; ‘and (3)

the submerged lands off the coast to’ which the Commonwealth
government now’ h$s or may in the future have a claim under
1nternat10na1 law or United States law. This section also
spec1f1es that the ownership of these lands rests collectively
with the people %f the CommonwealthAwho are of.Northern'Merianasw
descent. The te*m "Northern Marianas descent' will be defined'
by the Committee s'proposed constitutional article dealrng g

with land alienation. . ‘ .

ry
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Section| 2: Submerged Lands. This section provides
1

‘that the legislat#re shall have discretion to deal with the

submerged lands. iThe Committee believes that there is great
uncertainty with respect to how much of the submerged lands

the Commonwealth will-come to own in the future, and there is

“also no clear indication at this time as to precisely what

form of developmeﬁt will be most appropriate for the.sub;

|
mérgéd lands. Fo* these reasons, the Committee believes that
the legislature sﬁould be given discretion to deal with this
subject in the future without constitutional restricfion.

Section 3: Surface Lands. This section provides

that the responsibility for t?e surface’public lands will be

placed in a corporation created specialliy for this purgoée by
’
the Constitution.| The Committee considered several alternative

. ‘ -
ways of proteétiné the public landsf creating a special corpor-
| A :
ation; using the ?xisting corporation created in 1974 by the

1 .
District Legi§1at+re; creating a special agency in the Execu-

tive Branch; and #eaving the matter to the legislature.
| - .
The CoﬁTittee decided that the creation of a special

- corporation was the best alternative. The corporate structure
| .

| ’ B
permits flexibiliﬁy and consistency in policy-making while at
the same time mai*taining a responsibility to the people}
The corporation created by the Committee in Section 4, as

-

. »
explained below, is not entirely separate from the executivé

branch or the legislative branch and cannot function totally

independently. It will coordinate closely with the executive

Carre
(]
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|

o | . .
_branch because the governor may appoint executive branch
! ’

L

officials to.siﬂ
with the legisli
approve or disaﬂ
and set policy

dissolve the coﬁ

The Co
for the public ﬂ
would involve .qu
the public lands
might be detrime
an executive bra
governor were el
placed and a new
believes that it
staff function d

years if many of

éoived and ma;y‘
Committee believ
phase-out if it
than to a regula
of government.
to permit the st

assembled withou

particularly tru

as directors. It will coordinate closely
tive branch because the legislature may
prove certain actions taken by the Corporation
f?r the homestead program. The legislaturé may

poration after ten years.

mmittee found that placing the responsibility
ands in a department of the executive branch
estions of the management and disposition of
in the political process to a degrée-that
ntal to long-term plénning and stability. If
nch agency ﬁére created, eaéh time a new
ected, the key agency officers would be re-
policy might be begun. The Committee

may be desirable éo pha;e out thevépecial

evoted to public lands after ten or more

the problems of the public lands have been

of the lands have been transferred. The

es it would be easier to accomplish this'

were applied to a speciél corporation rather
rly gstablished part of the executive branch
The Committee also believes it may be dééiraﬁle
aff that handles public land matters tg‘be”

t regard to civil service rules. This would be "

e if civil service rules required long




residency in the

might not be able

term.

- 5.

Northern Marianas because the staff then

' to attract experts needed only for a short

The Com%itfee decided that the corporation created

by the Marianas D
for permanent use

it contains a num

interim period on
grants of power o

The éom
public land matte
because the publi

natural resource

istrict Legislature in 1974 was inappropriate

. -
for a number of reasons: it is too large;

ber of provisions that are relevant to an

ly; and it does not contain appropriate

r limitations on power.

mittee decided that the alternatii&VQf leaving
rs to the legislature was not appropriate
kglanAS repr%sent the most important

. .
of the new Commonwealth and the Constipution

]
should contain the basic guidelines as to the use of this

natural resource.

This se
responsibiligy fo
public lands. "It
the adjudicatory.

~ the Commonwealth

»
.

- -

ction provides that the Corporation‘shall have
r the management and disposition of the

is the Committee's intention to leave
functions to the special land division of

trial court created by the proposed article

on the judicial branch.

Section

4: ‘Marianas Public Land Corporation. This

section establish
public lands and
of the corporatio

the Constitution

es a special public corporation to deal with
sets out the basic organizational strucdture-
n. Organizational matters not specified by

are left to the Corporation.

fo®
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|
|
|
|

14(3): Appointment of Directors: This

ﬁrovision speéifiks that'the affairs of the Corporation shall

be directed by nibe directors. Each of the dircctors will

be appointed by tﬁe governor with the advice and consent of the

Senate, It is th

3Coﬁmittee's intent to keep the Corporation's

structure small abd efficient. The Committee believes that
| .

nine persons are bn adequate Body to reflect thz diversity of

views within the Marianas with respect to public lands. It

is the Committee'& intent that the directors serve part-time

-and be compensateb on a per diem basis. Compensation matters

are left to the d

iscretion of the Corporation. It is also

the Committee's ibtent that sqme of the directors may serve

on the full-time
If any

any reason, under

the governor woul

The” Com

governor, for imp
because it believ
eligibility, appo
Corporation shoul
If the governor c
directors might b
That would defeat
deal with public

stability and lon

.
steff and be compensated accordingly. ;'

1 ]
director fails to serve a full term for
the Committee's recommended provision,
d appoint a successor. : .

mittee did not provide for removal by the

eachment, or for recail of the directors

es there are sufficient safeguards in the
intment and adﬁinistration‘process‘and the

d not become involved in tﬁe political process.

ould remove a director without' cause, thg

e removed every time a new governor was elected. -

the purpose of having an independent bbdy -to
land matters and would adversely affect the .

g-term planning capability of tﬂg Corporation.

My
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The Committee's recomnmended provision does not limit the

‘governor from requesting that a director resign or from

accepting a resignation if offered. If the governor could

remove a director only for cause there would be some difficulty

in defining the #easons for removal suff1c1ent1y to prevent

removal for polltlcal reasons.. Impeachment was not 1nc1uded

because the funcﬁlons of the d1rectors are limited and the

results of their

If the directorsi

;actions can be undone by the legal process.

permit an improper transaction, the details

of that transaction must be disclosed in the annuéi'fgport

and it may be chillenged in the courts. If the transaction

is determined to

will be returned

of interest probl

the directors toi

be illegal, &’;lt can be undone and the land
tc the public lands., The principal confli ct
e

em is dealt with by Section 4(e) that requires

disclose their int#rests in land. ~Recall was

believed inappro#riate because that applies to.elect?d officials

who can be removéd by the same votefs.that elected them. The

Committee's p:op%sed language in Section 4(b) disqualifies any

person who has béen convicted of a crime that carries a maximum

sentence of six Ionths or more. The Committee intends to

exclude minor tr

director who was

ffic violations. Under this provision any

convicted while in office would be remoyed

automatically and the governor could appoint a successor.

Section 4(b): Qualifications of Directors. fhe d

Committee's propa

basic qualificati

ship or national

)sed constitutional provision includes five
ons for the position of director: U.S. citizen-
status; five years' residency in the Commonwealth;
» : ,‘l
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no conviction of any crime that carries a maximum sentence

of six months or more; fluency in Chamorro or Carolinian; and

Northern Marianas| descent. The Committee believes that these

qualifications wiil help ensure adequate knowledge of the
Northern Mariana kslaﬁds special circumstances and needs with
respect to the puplic lands. .The Committee considered an age

qualification and!decided it was unnecessary.
. |

The Comhittee aiso recommends that representation

be secured for eath of the mun1c1pa11t1es and for the

Carolinian communhty on Saipan. This is accomplished by
requiring that twb of the d1rectors be residents of Saipan;
two be residents bf Rota, thoébe residents of Tinian; and

one be a re51dent!of the Northern Islands. There is atso a
|

requirement that #ne of the director; be a Carolinian or a

person of Carolinﬁan descent. The director who is a resident
. 4
of Saipan or the korthern Islands could also be a Carolinian,

thus meeting two ef the requirements and leaving the .-

| . ) .
governor free to,?ppoint two persons who did not meet these
particular resideﬁcy or descent requirements. It is the
Committee's inten#ion to permit the Governor to appoint up to

| .
two persons without any restrictions in order to promote

i 4

coordination w1th‘the executive branch and to permit the
app01ntment proce#s to take 1nto consideration special qUalll
fications such as|/ legal or banking experience.

" Under the Committee's proposal, these representation

requirements would always apply, so that if there is a vacancy

- B 173C2




for any reason, kt must be filled in a manner that permits
¢ . N

these representation requirements to be met. For example,
if two directors| from Rota were appointed and one died or

left office, thu% creating a vacancy, that vacancy would have

to be filled by #qpthér director from Rota.
: | .

Sectio% 4(c): Directors' Terms of Office.. The

Comm%ttee‘s prop?sed constitutional provision sets a six-
yeﬁr term of office with staggered terms so that only

three vacancies #ccu: every two years. -The six-year term is
intended to put the directors on a aifferent footing than the
governor and mem#ers of the upper house‘of‘the legislature
who serve four-yéaf terms, an¥ the members of the lower house
who serve two-ye%r terms. It is also intendecd to promete
stability in 1én4 use planning by having relatively long-term

turnover among directors. In order to effectuate the
staggered terms,iof the first nine directors appointed, three
would be app6int%d for two-year terms; three wogld'be -
appointed for fo%r-yéar terms; and three would be appointed
for full six-yeaf terms. The goéernor would determine which

" of his initial aﬁpointees would serve short terms and which
‘ .
would serve full terms.

It is t#e Committee's intention that the position

|
of director not ﬂe a full-time one. Directors would meeg$

pefhaps monthly to consider polticy matters and would be

compensated only for their time in attending those meetings.

P
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The day-to-day business of the Corporation would be managed

'By a small professional staff. The Committée'did not include
any specific limitation on the number of meetings or amount

of compensation bécause the generai provision on retention of
funds_for expenses of administration (Section S(g)) should
provide adequate ﬁzotectlon. If the directors mecet too often

or if they pay themselves too'much,‘they would not ﬁéet the

requirements of Section 5(g) that expenses of administration be

reasonable. If they did not meet that requirement, legal

action could be brought to recover the funds spent--and to
prevent further such action. The annual report requirement

ensures that the people will have adequate information on

L]
expenses incurred by the Corporation.

The Coﬂmlttee has 1nc1uded a limitation that

prevents a d1recﬂor from serving more than onc term--in office.

The reason for tﬂls limitation is to prevent any consideration
‘ - . '

bearing on rgapp#intment from affecting a director's decisions
| i 4
|

with respect to #ny matter that comes before him.

Sectioﬁ 4(d): Vote Requirement. This section .

eal | s - . . .
provides that the directors may take action by a majority
. ! ‘
vote of the totai number of directors. The Committee believes
this will perm1t\the d1rectors to function effectlvely but

will prevent any ‘action from being taken by a small number of

directors who m1$ht constitute a majority of a quorum. +,

Section 4(e): Annual Report. This section requires

the directors tOqubliSh an annual report to the' people. The

report must include at least three sections: (1) a description

| .
of . the management of the public lands held by the Corporation

‘ ¢

Yy
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of any transfers

for the pcople; (E) a desgription of the naturc and effect
Ff interests in public lands during the year

covered by the anbual report; and (3) a disclosure by each of
‘\ .
the directors of any interest held in any land in the Commonwealth.

The purpose of thhé'séction is to prdvide sufficient informa-
tion to the publiL on the activities of the Corporation, to

require.a public Fisclosure and description of all of the

transfers made byﬁthe Corporation, and to require a disclosure
|
by the directors bf any interest in land-held by them in order
| ' . o
to make availableiihformation on possible conflicts of interest.
Sectioﬂ 4(f): Dissolution of the Corporation. The

.
Committee h@]leVJQ that much of the work with respect tc ‘the

public lands may‘be completed within ten (10) years. Much of the
land available fdr homesteading may . have been transferred

by that time; ot‘er portions of the land may be under long-
term leases that}W111 not be renegotlated for some years; and
public uses for garks and other recreat10na1 historic _‘
preservation, and scenic uses will have been established. . Tﬁe’
Committee recomm%nds that a Cofporation structure be used, in
part, becausec it\is easier to dismantle when it is no longer
needed.  This section provides for that dissoldfion. At any -
time ten years a ter the effectlve date of the Constltutlonn
the .legislature ay decide to dlsband the Corporation. It

must take this aqtion by a two-thirds vote of the members

of both houses. !The Committee considered using & popular

|
1
!
"y
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referendum for tﬂis purpesc but decided that.an extraordinary
majority of the'ﬂegislature should be sufficient safeguard

|
that the Corporaﬂion will be disbanded only if it is no longer

needed. l
|

Sectioﬂ,ﬁ:‘:Fundamental Policies. This section

sets out the fun#amental policies that must be followed by
the Corporatlon in carrying out 1tq responsibilities. All
matters not <peC#f1ca11y mandated by the Constitution or

delegated to the‘leglqlature are left to- the d15cret1on of

the CorDoratlon \

Sectloﬁ S(a): Homesteading. This. provision

. o
requires that th homestead program be continued and that the
| :
Corporation makeiland available for that purpose. It'ﬁhts
. |
three limitationsonthe homestead program. First, a person

may have only one homestead. If he is granted a homestead
and then sells it, he may not qualify for another. PFurther,

if a person élects to apply for a village homestead and receives
it, then he would not be eligible for a farm homestead. Each
person would havé to make a choice as to the type of homeétead
for Wh;ch he will seek to apﬁly. The Coﬁhittee believes this
restriction is necessary because ofhthe scarcity of land and
its importance as a natural resource. . g
Second, thélprovision requires that a person ypo ?s
granted a homestead hold it for five years before he will be

granted title. Third, it requires that a person who is granted
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. title to a homestead hold it for ten ycars after he has been

»

granted title before he may sell it. These two restrictions

are necessary to be sure that the land used for the homestead

program is used properly and that persons who get land for

free actually intgnd:to make use of it rather than call it

for a profit.

The Committee's proposed language includes an excep-

fion to the second and third of these three limitations

for persons who have resided on public lands continuously for

20 years or more at the effective date of the Constitution. This

is a one-time ex

people of the Northern Islan{s who have never qualified for the

previous homcstead programs. The Committee's proposaliwould periit

’

‘l

~‘ )

~e

ception designed primarily for the benefit of the

-

oo
=
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- :
these persons to apply for homesteads under the new govern-
| .

ment's progrém aﬁd, if they met the other requirements, to
’ .

}Be eligible to réceive title and sell these lands immediately,

The Co+mittee discussed other policy decisions
with respect to %he'homestead progfam and decided Fhat all other
matters with res#ect¢to eligibility and the nature of the
interest to be trghséerred to the homesteader be left to
the 1egislature.! The Corporétion is required to follow the
nules that are e%tablished by the legiglature. The Committee
believes that thF legislature is best sulted to decide who
should be ellglbhe for a homestead and what type of interest
1p land (title, ﬂease or easement) a homestead grant should
include. These are not real%y matters of land management
that would be apb}opriate fo; the Corporation and are'mgre
matters of sociah poiicy that are appropriate for the‘legis~
lature. The Cor%oration could_makq policy on mattérs other
than eligibility}and the nature of the iﬁterest to be
transferred if aﬁy of those arose in the course of.édminis-

tering the homestead progrém.

Section 5(b): Transfers of Title. This section

prov1des that th# Corporatlon shall not- transfer title to
any pub11c lands (except for homestead) for a period of ten
years after the ¢ffect1ve date of the Constltublon.’ Tha
Committece be11ev#s that there is a substant1a1 interest 1n
not selling the %ubllc lands. These lands belong to a11
the people of th‘ Commonwealth who are of Northern Marianas

descent. If they are sold to a single individual or
|

. |
corporation, and‘subsequently resold, the profit from the

\ . .
|

e
Y




value of the land
corporation. -The
ﬁealth, get litfl
recognizes that a

public lands woul

There is a social
own land. This c
a stake in the co
Anbther considera
removed from the

private lands wou
relative scarcity

relatively wealth

investment that a

e

13. -

goes only to. the individual. or

origindl owners, the people of the Common-

e or nothing. However, the Committee
n outright prohibition on sale of any of the

d have adverse social and economic ‘effects.

benéfit from having as many ﬁeople as po§sib1e
reates a staB}e, responsible sociéty that_has
ntinued well-beinglof the Commonwealth.

tion is that if all of the public lands were
possibility of outright sale, the- existing

1d increase gre#tly in value becauséiof their
thusrestr1ct1ng their availability to the

yl' In add1t10n, there may be some kinds of

(4

re pract1ca1 only if ownership of the land

is available. -

- -
‘ ’

The Com#ittee has sought to meet both types of

concerns by recom#ending a prohibition on sales for'§ limited

-

period of time.
negotiate leases,

ment will not be

uring this period the Corporation can ~
f the public lands so that economic develop-’

talled; and the Corporation and the people

can assess the so%ial and economic advantaﬁes and disadvantages

of a prohibition

the Corporation ¢

$

n sale. At the end of the tén-year perlod

uld continue the no-sale pOllCY if it foudd

that to be of sub$tant1a1 benefit or the people could roqu1re
such a continuation by constitutional amendment.
Homesteads are specifically excluded from this

section because they are provided for in Section 5(a).




Section 5(c): Transfers of Leaseholds. This section

limits the leéseWold interest that the Corporation can transfer

to 25 years, incl@ding all rights of renewal. It requires . E

that after 25 years, the lands come oh the market again and be

subject to compeﬂitive bidding. It may be that the original
! 4 -« , .
lease holder will be granted another lease for an additional 25

years, but he wiﬂl have no automatic right to that lease and a-

campetitor may reFeive it instead. The Committee believes

that the 25-year Feriod is sufficiently long not to hamper

economic development, and sufficiently short to ensure that
the Commonwealth maintains maximum control over and gets the

maximum benefit from its publ}c lands.

’

- %
Section/ 5(d): Transfers of Large Parcels for
[ 4

Commercial Use. This section provides that the Corpordtion may

not transfer any ﬁnterest (title or‘leasehold) in large parcels

\
for commercial usf without the advice and consent of the

" Senate. During the first ten-year perlod this section

would be limited #o leaseholds because of the prohibition

on sales in Sect1$n 5(b). After the ten-year period, if sales
|

were permltted SYCh sales would also be covered by this section.

The Comm1ttee bel‘

public lands are #artlcularly sensitive becausc they take

-

the land out of circulation and have a more limiting effect-
»

eves that transfers of large parcels of

on the amount available for other purposes than do transfers L.
of relatively small parcels. For this reason, the Committee

believes it is appropriate for the Senate to exercise its

{
1]
4




Judgment with r%
The Committee i*

apply to the ho

Sectian 5(e):
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[ 8

spect to-the wisdom of the proposed transfer.
. .
tends that the term '"‘commercial" would not

estead program.

Transfers of Sandy Beaches; This

section proh1b1t

svthe transfer of any public lands that are

within 150 feet‘of the high water mark of any sandy .beach

within the Commonwealth.

of public land in the future.

This section applies only to transfers

The Committee recognizes that

there is a pres#nt statute governlng the use of land adjacent

to public beach4

principle of pPTr

important to thq

el
LY

prcemoting tou

Commonwealth in

Sectio

n 5(£):

S. However, the Committee believes tbat the
tecting the availability of sandy beaches is

commercial Ypterests of the Commonwealth for

iﬁm and to the interests of thc people of the

access to these important natural resources.

Land Use Planning. This section requires

the Corporation

respect to the pbblic lands including priority of uses.--

plan will permit
of the Corporati
Qommittee does n
in effect indefi

permits .the Corp

to prepare a comprchensive land use.plan with
This
.thé public and the legislature to be informed.
on's overall goals for the publié lands.l The

ot intend tﬁat sucb a lahd use plan would remain
nitely and the Committee's recommended provision

oration to amend the plan from time to time as

changed circumst

Sect1oh 5(g):

fnces require. ’,

Disposition of Funds. This section

prov1des for the

public lands. T

disposition of funds to be derived from the

hese funds include the payments made by the

o ex e

-
£
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LY

pnited States fo* property leased under Article VIII of the

Covenant., The C mmittee recommends that the funds from the

public lands be

laced in a trust fund that is an entlty

separate from thi Corporation. The Committee believes that

the functions of
not be combined.
Corporation turn
~Trust. The Commj
any timetable thsa
does include a ge
over promptiy.

The det

set out in the pn

%gndfmanagement and money management should
Therefore th;é-provision requires that the
over the proceeds from the public lands to the
ttee's recommended provision does not include
t the Corporation would have to ﬁgl}ow but

neral requirement that the monefs bé turned

gils with qupect to the trust fund are

oposed Section 6 of the constitutional article

recommended by'the Committee and are explained in the section

of this report'that deals with that language.

The gen
of funds perﬁits

funds for admini§

the fupds.must be

expenses of admin

discussed specify

eral provision with respect to the disposition
the.Corporation to retain a portién of "the
Fration purposes, ‘There are two restrictions:
necessary for administration aﬁd the
istration must be reasonable. The Committee

ing a percentage limitation onr the funds that

-
-

could be withheld for administration but decided that since

the amount of revenues might vary from year to year,. and

since there may b

b start-up. costs for the Corporation,

there should be no specific limit.

S T 17atk
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SeCtién 6: Marianas Public Land Trust. This

'section establishes the Marianas Public Land Trust to hold
and invest the #roceeds from leases (and sales, if authorized
in the future)~$f public land. The Trust would_hoIﬁ the
proceéds from t eﬁleése of military lands and any other private
or commercial leases made in'tﬁeffuture. '

| The Committee considered several alternatives with
fespect to the %roceeds from the public lands: turning the
proceeds over to the.genefal Trevenues t§ be appropriated
by the legislature, eérmarking the proceeds for certain
public purﬁbsesj putting the funds into a development bank,
and putting the‘funds into a‘;rust. |

The Cdmmitiee recommends that a trust be us®d

because this i$~@n effective way of preserving the assets
created by the ptblic lands. Like the lands themselves, ;

the moneys from the lands belong to the peonle. The

L
Committee beiievbs that these moneys should be preserved for
the benefit of the people now and in the future. In order

to achieve this goal, the moneys should not be dispersed,

but should be inTested and only the interest should be

expended.
. | ‘ . -

The Committee provided an incentive for the
establishment by the legislature of a development bank %y
providing that such a bank could receive up to 55% of the

trust funds accu#ulated in any-given year or a total of
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$§10 million, whi;#ever is* less. The Committce believes that
;f the 1egislatﬁr establishes such a bank, the United )
States financial ssi;tance earmarked for economic loans.by
Section 702(c) of the Covenant should be placed in tﬁat

bank. There shou#g not be two separate government entities

dispersing econom?c loan funds,. Therefore, the constitutional
provis{on specifies that the Trust will contribute capital to the
development bank only if all of the United States economic
assistance for_lo%n funds is directed by the legisla;ure to
the bank. 1If thi‘ is'done, the bénk will receive $1;75 million-
per year for seven years or a total of $12.25 million at the
end of seven year . The Committee believes that the bank may
need more capital‘at'xhe cutsct than is provided in U.%. |
economic assistance. Therefore the.Committee’s recommended
provision permits the Trust to depo;it funds in the.bank to
provide the bank with a total capitalization of $10 ?illion.
As the bank é;cumwlates its own funds from U.S. economic:
assistance or Athpr sources,.it would repay the Trust. Tbe
. Committee did not recommend a constitutional provision that
| woula establish the bank difectly since that is more:efficiently
done by legislation. ‘
The Committée did not provide for earﬁarking oi the °

interest from thé-public land funds because it believes‘that

needs may change in the future and the législature should be
given the flexibility to allocate these funds as new needs

arise.

-~
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.- Trustees.

.
-

that the Trust shall be administered by three trustees.

This section provides

The Committee recommends a small number because the administra-

tive duties are Tot extensive. The Committee intends that

these positions #qulé'be part-time and compensated on a per

diem basis. The

trustees would not have any full-time staff

and could hire financial counsel and legal counsel as required.

This s#ction also provides that the trustees shall

\
be appointed and

The position of t

removed by the Commonwealth trial court.

rustee is a fiduciary one. Courts have sub-

stantial experieﬂce with fiduciaries because they must appoint
|

custodians, recei

- types of cases,

The position of trusfee should be engirely

removed from POl#thS and does not need to have a fixed term

of office.

, -

The Court could remove a trustee for any breach of

fiduciary or legal duty and would have the responsibility to

do so if a trustee engaged in any improper conduct. -

Section 6(b):

Investments.

trustees is to invest the funds derived from the public lands.

The Committee's rmecommendation is that the trustees be limited

to investing in United States government bonds for the first

ten years of the

L 4

Trust This would guarantee a safe 1nvést-

ment, but would permlt the trustees to select among the'var1ous

types of United S
may become availa
sets a standard o

for the period af

L]

vers, trustdes and guardians in many different -

The main function of the

-’

tates bonds or 51m113r debt instruments that

ble in the future

_The Committee's provision

f reasonable, careful and prudent investment

ter the initial ten years.

!Av--w .
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|

SectloA 6(c): s~Contribution to Devclopment Bank. As
explained above,lthe Committee believes it desirable for the
Commonwealth to Jave“its own bank. This provision of the
Constitution wodﬂd provide an incentive for the legislature to
establish such a ﬁpnk:and would provide for the Trust to make
a contribution t& the bank so that it would have sufficient
capital to operate effectively. The Committee intends that
the contribution To the bank be repaid to the Trust out of funds
to be provided. by Un1ted States economic assistance grants.

In this way, the bank will be aided, but the Trust will be
maintained for tht benefit of the people now and in the future.

Sect10n\6(d) Dispdsition of Interest. This section

requires the tru % - to transfer the interest on the Yrust
funds to the gene al revenues of the Commonwealth that are

.
available for appropriation by the legislature. The Committece )
rejected any earm#rklng of these funds because the legislature
is in the best poéltlon to allocate ‘funds among the

competing needs oq the people of the Commonwealth.
’
|

_ There a#e two limitations on this general direction.
First, the trusteds may retain sufficient funds for the
administration of the.Trﬁst. This provision makes the frustg
totally independewt'of either the-executive or'legislati;e
branches of the government. Sécond the trustees must mhkei
available the interest and prlnC1p1e of the funds received
pursuant to Sectlob 803(e) of the Covenant. That section

earmarks the $2.0 pllllon rece:ved from the lease of the lands

\\ . H ;- - ‘
|

. | \ L 17316 .
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.at Tanapag llarbor for a-memorial park. It is not the intent
"of the Committe: that the trustees would have anything to do *
with the establishment or maintenance of the park. They
would simply make these funds available to the exeéﬁtive
branch departme t:that has this responsibility.

Sectlo 4Lel Annual Report. This section requires

the trustees to prepare and publlsh an annual report to the
people of the Commonwealth. This report would contain the |
following 1nform tion: (a) an accountiog of all Irevenues
received by the rust, (b) an accountlng of all expenses of
administration incurréd by the Trust; and (c¢) a description of

all investments nd other tr&nsactlons authorized by the j

=

Sect1o 6(f) Trustees Du;y This section provides

that the trustee shall be held to strlct standards of

fiduciary care. |Under this section, after the ten- year
limitation on th type of investments expires, the trustees
will have to exe C1se great care not to invest in anythlng that
will cause a loss to the Trust or that will not piaximize the
income that‘can Je safely made by the Trust. |

Delegatk Proposals: The Committee considered delegate

proposéls numbered 23, 46, 81, 92, 112, 122, 129, 137 ami 140

that pertain to the article on public lands. ’ }

P

Proposal number 23 is covered by the Committee's.
proposed constitutional prGV151on sectlon S(a)
Proposa number 46 is covered by sectlon 1.
_Proposal number 81 is covered by section 1. '

« Proposal number 92 is coverdéd by section, 3.
, oo ) Y i

Y

- SR 17317




Sacon wr .

~—tre -
't '1—-—-

. ‘of land alienation

|
|

- 22 -.

.

- -
That places the r#sponsibility for all public lands in the
Marianas Public L%nd Corporation. - )
\

program authorized by section S(a).

Proposal nunber 112 is covered by the honcstead
With res

ect;to proposal number 122, sections 1, 2,

3 and 4 werc defer ed until the Committee discusses the subject
. Section 5 of the proposal is covered by

section 4 of the C nmittee's proposed constitutional article

establishing the M rianas Public Land Corporation. Section 6

of the proposal 1s‘covéred by section S(éj of the d%ﬁﬁittee's

proposed constitut onal article. )
Proposal number 129 is covered by séction 4. .
Proposal number 137 is covered by section S(QQ:

Proposal number 140 is covefed by section 5(e).
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