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Subject :  Committee Recommendation No. @ 
- 
The Committee on Local  Government f i nds  t h a t  A r t i c l e  X I I ,  

Sec t ion  5 and 6 i s  n o t  do ing  what i t  was o r i g i n a l l y  in tended 
t o  accompl ish;  t h a t  i s ,  t o  p r o t e c t  t he  l o c a l  peop le  f rom be ing  
e x p l o i t e d  by shrew f o r e i g n  i n v e s t o r s .  The Committee b e l i e v e s  
t h a t  t h e  p resen t  p r o v i s i o n s  a r e  inadequate, and i f  any th i ng ,  
they p r o v i d e  t h e  mechanism fo r  c i r cumven t i ng  t he  land a l i e n a -  
t i o n  c l a u s e  i n  t he  CNMl C o n s t i t u t i o n  and i n  t h e  Covenant. For 
t h i s  reason, t h e  committee s t r o n g l y  recommends amending s e c t i o n  
5 and 6 o f  A r t i c l e  X I 1  o f  t he  C o n s t i t u t i o n .  The committee 
agrees t h a t  t h e  indigenous r i g h t s  t o  ownership i n  r e a l  p r o p e r t y  
i n  t h e  Commonwealth should be f u l l y  p r o t e c t e d  aga ins t  " e x p l o i t a -  
t i o n  f r om aggress ive  and economica l l y  more advanced o u t s i d e  
groups . ' I  

Whi le  your  committee f u l l y  suppor ts  and recommends unanimous 
approval  o f  t h e  i n t e n t  o f  t he  amendment i t  a l s o  recognizes t h e  
p o t e n t i a l  economic d isadvantage o f  t h e  r e s t r i c t i o n .  Outs ide 
i n v e s t o r s  may be h e s i t a n t  t o  i n v e s t  s u b s t a n t i a l l y  i n  t h e  CNMI 
because o f  perce ived  h i g h - r i s k  f a c t o r  under t h e  proposed amend- 
ment. The reason i s  t h a t  i n v e s t o r s  no rma l l y  expect  t o  maximize 
p r o f i t s ,  m in im ize  cos t s ,  and depa r t  f o r  greener pas tu res  e l se -  
where. On t h e  o t h e r  hand, your  committee recognizes t h e  p a i n f u l  
r e a l i t y  o f  ou r  scarce  resources i n  terms o f  land, water ,  e l ec -  
t r i c i t y ,  s k i l l e d  l abo r  f o r ce ,  e t c .  The CNMl i s  e a s i l y  swamped 
by r u t h l e s s ,  rugged, and unscrupulous i n v e s t o r s  i f  lawmakers a r e  
n o t  c a r e f u l  i n  t h e  d i s p o s i t i o n  o f  ou r  l i m i t e d  resources. 

To ba lance t h e  competing and o f t e n  c o n f l i c t i n g  i n t e r e s t s  
between economic development and p o l i t i c a l  and economic sub- 
j u g a t i o n  your  committee f i n d s  i t  h i g h l y  impe ra t i ve  t o  reach a 
compromise. Your committee has no d e s i r e  t o  s t i f l e  economic 
development. Your committee a l s o  has no i n t e n t  t o  d i sen f ran -  
ch i se  o r  d i s i n h e r i t  the indigenous people o f  t h e i r  r i g h t f u l  
ownership t o  t h e i r  land.  For these reasons, your  committee 
s t r o n g l y  agrees t h a t  c o r p o r a t i o n s  s h a l l  be cons idered persons 
o f  Nor thern  Marianas descent i f  and o n l y  i f  t he  c o r p o r a t i o n  has 
one-hundred percen t  (1 00%) d i r e c t o r s  o f  whom a r e  persons o f  
Nor thern  Marianas descent and has one-hundred (1 00%) v o t  i ng 
shares a c t u a l l y  owned by persons o f  Nor thern  Marianas descent 
f o r  purposes o f  a c q u i r i n g  f r e e h o l d  and/or leasehold i n t e r e s t s  
i n  r ea l  p r o p e r t y  i n  t he  CN1.11. A t  the  same t ime, your committee 
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. ... 
f u l l y  supports increas ing  leasehold r i g h t s  f o r  non-Northern Marianas 

descent from f o r t y  years (40) t o  f i f t y - f i v e  (55) years. Increasing the  
leasehold term would enable f o r e i g n  inves tors  t o  amor t ize  t h e i r  c a p i t a l i z a t i o n  
cos t  and maximize p r o f i t s  a t  the  same time. 

C lear ly ,  the arrangement above i s  economical ly advantageous n o t  on l y  t o  
f o r e i g n  inves tors  b u t  a l s o  t o  the  l o c a l  popu la t ion .  Yogr committee be l ieves  
t h a t  both the  l oca l  people and o u t s i d e  inves tors  would maximize t h e i r  re tu rns  
on t h e i r  investments: ou ts ide  inves tors  lease rea l  p roper ty  long enough t o  
amort ize i n i t i a l  c a p i t a l i z a t i o n  cos t  and mix imize p r o f i t s  w h i l e  the  lessor  o r  
land owner b e n e f i t s  from the  lease agreement and any concornmittant improvement 
t h a t  r e s u l t s  from the  leasehold agreement thereof .  

Delegate Proposal:  The on l y  delegate proposal r e l a t i n g  t o  Corporat ions 
o f  Northern Marianas descent re fe r red  t o  your Commi t t e e  on Local Government 
was Delegate Proposal 162-85. Th is  Committee Recommendation c a r r i e s  the  f u l l  
i n t e n t  o f  t h a t  delegate proposal.  Therefore, your Committee on Local 
Government recommends unanimous support and endorsement on the  a t tached 
recommendation. 

RespecyPul l y  submitted, f l  
& \  

\L' 4 L  
Uelegate W i l l i a m  S: Torrds 
V i ce-Cha i rman 

Memb r 

/ 
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COMMITTEE RECOMMENDATION NUMBER: 

The Committee on Local Government f i n d s  t h a t  Article X I I ,  
Sect ion 5 and 6 i s  no t  doing what it is o r i g i n a l l y  intended t o  
accomplish; t h a t  is ,  t o  p r o t e c t  t h e  l o c a l  people from being 
exploi ted  by shrew' fo r e ign  i nves to r s .  The Committee b e l i e v e s  
t h a t  t he  presgnt  p rov is ions  a r e  inadequate,  and i f  anything,  
they provide f i e  mechanism f o r  circumventing t h e  land a l i ena -  
t i o n  c lause  in t h e  CNMI Cons t i t u t i on  and i n  t h e  Covenant. For 
t h i s  reason, ;the committee s t rong ly  recommends amending s e c t i o n  
5 and 6 of Article X I 1  of t h e  Cons t i tu t ion .  The committee 
agrees t h a t  t h e  indigenous r i g h t s  t o  ownership i n  r e a l  p roper ty  
i n  t h e  Commonwealth should be f u l l y  p ro tec ted  aga ins t  "xploita- 
t i o n  from aggress ive  and economically more advanced o u t s i d e  
groups. 

While your committee f u l l y  suppor ts  and recommends . 
unanimous approval of t h e  i n t e n t  of t h e  amendment it a l s o  
recognizes the  p o t e n t i a l  economic disadvantage of  t h e  restric- 
t i on .  Outside i n v e s t o r s  may b e  h e s i t a n t  t o  i n v e s t  s u b s t a n t i a l l y  
in t h e  CNMI because of perceived high-risk f a c t o r  under t h e  
proposed amendment. 3 h e  reason is  t h a t  i n v e s t o r s  normally 
expect t o  maximize p r o f i t s ,  minimize c o s t s ,  and depa r t  f o r  
greener  pas tu res  elsewhere. On t h e  o t h e r  hand, your committee 
recognizes the  pa in fu l  r e a l i t y  of our  s ca rce  resources  i n  terms 
of land, water,  e l e c t r i c i t y ,  s k i l l e d  l abor  fo rce ,  etc. The CNMI 
is e a s i l y  swamped by r u t h l e s s ,  rugged, and unscrupulous i n v e s t o r s  
i f  lawmakers a r e  n o t  c a r e f u l  i n  t h e  d i s p o s i t i o n  of our  l i m i t e d  
resources.  

To balance t h e  competing and o f t e n  c o n f l i c t i n g  i n t e r e s t s  
between economic development and p o l i t i c a l  and economic sub- 
jugation your committee f i n d s  it highly  imperat ive t o  reach a 
compromise. Your committee has  no d e s i r e  t o  s t i f l e  economic 
development. Your committee a l s o  has  no i n t e n t  t o  d i senf ran-  
ch i s e  o r  d i s i n h e r i t  t h e  indigenous people of t h e i r  r i g h t f u l  
ownership t o  t h e i r  l and ,  For t he se  reasons ,  your committee 
s t rongly  agrees t h a t  corpora t ions  s h a l l  be considered persons 
of Northern Marianas descent  i f  and only i f  t h e  corpora t ion  has 
one-hundred percent  ( 1 0 0 % )  d i r e c t o r s  of whom a r e  persons of 
Northern Marianas descent  and has one-hundred (100%)  vo t ing  
shares  ac tua l l y  owned by persons of Northern Xarianas descen t  
f o r  purposes of acquir ing f reehold  and/or  leasehold i n t e r e s t s  
i n  r e a l  property i n  t h e  C N M I ,  A t  t h e  same t i m e ,  your committee 
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f u l l y  supports  inc reas ing  leasehold  r i g h t s  f o r  non-Northern 
Marianas descent  from f o r t y  years  (40)  t o  f i f t y - f  i v e  (55) 
years .  Increas ing t h e  leasehold  term would enable  fo r e ign  
i nves to r s  t o  amort ize  t h e i r  c a p i t a l i z a t i o n  c o s t  and maximize 
p r o f i t s  a t  t he  s a m e  t i m e .  

. .. . 

Clearly,  t h e  arrangement above i s  economically advan- 
tageous no t  & l y  t o  fo r e ign  i n v e s t o r s  b u t  a l s o  t o  t h e  l o c a l  
population. Your committee be l i eves  t h a t  both t h e  l o c a l  
people and ou t s ide  i n v e s t o r s  would maximize t h e i r  r e t u r n s  i n  
t h e i r  inves-nts : o u t s i d e  i n v e s t o r s  l e a s e  r e a l  proper ty  
long enough t o  amort ize i n i t i a l  c a p i t a l i z a t i o n  cost and 
maximize p r o f i t s  while  t h e  l e s s o r  o r  land owner b e n e f i t s  from 
t h e  l ease  agreement and any concornmittant inprovement t h a t  
r e s u l t s  from t h e  leasehold  agreement the reof .  

Delegate Proposal: The only de l ega t e  proposal  r e l a t i n g  t o  
Corporations o f  Northern Marianas descent  r e f e r r e d  t o  your 
Committee on Local Government was Delegate Proposal 162-85. 
This  Committee Recommendation carries the  f u l l  i n t e n t  o f  t h a t  
de legate  proposal ,  Therefore,  your Committee on Local Government 
recommends unanimous suppor t  and endorsement a t  t h e  a t t ached  
recommendation, 4d 

Respectfully submit ted,  



SECOND NORTHERN MARIANAS 
CONSTITUTIONAL CONVENTION, 1985 COMMITTEE RECOMMENDATION NO. @ 

A PROPOSED CONSTITUTIONAL AMENDMENT 

To amend Sect ions 5 and 6 o f  A r t i c l e  X I 1  o f  t he  Nor thern  Marianas C o n s t i t u t i o n  
t o  p reven t  c o r p o r a t i o n s  f rom f r a u d u l e n t l y  q u a l i f y i n g  as persons o f  Nor thern  
Marianas descent. 

BE I T  ADOPTED BY THE SECOND CONSTITUTIONAL CONVENTION: 

Upon r a t i f i c a t i o n  pursuant  t o  Sec t ion  5 o f  A r t i c l e  X V l l l  o f  t he  Commonwealth 
o f  t h e  Nor thern  Mariana I s l ands  C o n s t i t u t i o n  and Pub1 i c  Law No. 4-30, t he  
C o n s t i t u t i o n  o f  t he  Commonwealth o f  t he  Nor thern  Mariana Is lands  i s  amended 
t o  read as f o l  lows : 

I 

1 E f f e c t i v e  upon ; a t i f i c a t i o n ,  Sec t ions  S a n d  6, o f  A r t i c l e  X I 1  a r e  amended t o  read:  

"Sect i o n  5 : Corporat ions.  

3 A c o r p o r a t i o n  s h a l l  be cons idered t o  be a person o f  Nor thern  

4 Marianas descent so long  as i t  i s . i n c o r p o r a t e d  i n  the  Commonwealth, 

5 has. i t s  p r i n c i p a l  p l ace  o f  bus iness i n  t he  Commonwealth, has 

6 d i  r e c t o r s  one-hundred percen t  o f  whom a r e  persons o f  Nor thern  

7 Marianas descent and has v o t i n g  shares one-hundred percen t  o f  

8 which a r e  persons o f  Nor thern  Marianas descent as d e f i n e d  i n  

9 Sect ion  4. Minors ,  as de f i ned  by appl  i c a b l e  laws o f  t he  

10 Commonwealth, s h a l l  n o t  be e l i g i b l e  t o  become d i r e c t o r s  o f  a - 
11 c o r p o r a t i o n .  140 v o t i n g  by proxy s h a l l  be pe rm i t t ed . "  

12 "Sect ion 6: Enforcement. 

13 Any t r a n s a c t i o n  made i n  v i o l a t i o n  o f  Sec t ion  1 s h a l l  be v o i d  

14 ab i n i t i o .  Whenever a c o r p o r a t i o n  ceases t o  be q u a l i f i e d  under 

15 Sec t i on  5, a permanent o r  long- term i n t e r e s t  i n  land  i n  t he  

16 Commonwealth acqu i red  by t h e  c o r p o r a t i o n  a f t e r  t he  e f f e c t i v e  d a t e  

17 o f  t h i s  C o n s t i t u t i o n  s h a l l  be f o r f e i t e d  t o  t he  government o f  t h e  

18. Commonwealth o f  t he  Nor thern  Mariana I s l ands .  The R e g i s t r a r  o f  

! 9 Corpora t ions  s h a l l  i ssue  r e g u l a t i o n s  t o  ensure compl iance."  

20 

Committee on Local  Government 



SECOND NORTHERN MARIANAS 
CONST I TUT I ONAL CONVENT I ON, 1985 COHH I TTEE RECOMHENDAT I ON NO. 40 

A PROPOSED CONSTITUTIONAL AMENDMENT 

b TO AMEND SECTIONS 5 AND 6 OF ARTICLE X I 1  OF THE NORTHERN MARIANAS 
CONSTITUTION TO PREVENT CORPORATIONS FROM FRAUDULENTLY QUALIFYING 
AS PERSONS OF NORTHERN MARIANAS DESCENT. 

BE I T  ADOPTED BY THE SECOND CONSTITUTtONAL CONVENTION: 

Upon r a t  I f l c a t  I on  pursuant t o  Sect Ion  5 of A r t  l c  l e  XV I I I o f  the Cons~onwea l th  
o f  the Northern Harlana Is lands Cons t l t u t l on  and Pub l l c  Law No. 4-30, the 
Cons t i t u t i on  o f  the Comnonwealth o f  the  Northern Harlana Is lands i s  ar~~ended 
t o  read as fo l lows:  3 

I 1. E f fec t i veupon  r a t i f i c a t i o n ,  Sect ions 5 a n d 6 ,  o f  A r t i c l e X I I a r e  

2 amendkd' t o  read : 

"Section 5: Corporations. 
I 

4 A corpora t ion  s h a l l  be considered t o  be a person o f  Northern 

5 
Marianas descent so long as i t  i s  incorporated i n  the  Commonwealth, 

6 
has i t s  p r i n c i p a l  place o f  business i n  the  Commonwealth, has 

d i r e c t o r s  one-hundred percent o f  whom are persons o f  Northern 
7 

Marianas descent and has vo t ing  shares one-hundred percent o f  which 
8 

are persons o f  Northern Marianas descent as def ined i n  Sect ion 4. 
9 

Minors, as def ined by app l icab le  laws o f  the  Commonwealth, s h a l l  

no t  be e l i g i b l e  t o  become d i r e c t o r s  o f  a corpora t ion . "  
1 

"Section 6: Enforcement,. ' 
I 

Any transactionl' made i n  v i o l a t i o n  o f  Sect ion 1 s h a l l  be vo id  

13 
i 

ab i n i t i o .  Whenever a corpora t ion  ceasqs t o  be qua1 i f i e d  under 

14 Sect ion 5, a permanent o r  long-term i n t e r e s t  i n  land i n  the  

I S  Commonwealth acquired by the  corpora t ion  a f t e r  the  e f f e c t i v e  date 

o f  t h i s  Cons t i t u t i on  s h a l l  be f o r f e i t e d  t o  the  government o f  the  

17 Commonwealth o f  the  Northern Mariana Is lands.  
b 

I 8  

Da t q : * Y#&'f~< I 

19 'Of fered by: 

t COMMITTEE ON LOCAL GOVERNMENT 
I 



SECOND NORTHERN MARIANAS 
CONSTITUTIONAL CONVENTION, 1985 

DELEGATE PROPOSAL NO. 

A PROPOSAL 
TO AMEND SECTION 5 and SECTION 6 OF ARTICLE X I 1  OF THE NORTHERN 
MARIANAS CONSTITUTION TO PREVENT CORRUPTION I N  CORPORATIONS 
REGISTERED AS PERSONS OF NORTHERN MARIANAS DESCENT. 

BE IT ADOPTED BY THE SECOND CONSTITUTIONAL CONVENTION: 

1 Sect ion 1 .  Section 5 of A r t i c l e  X I 1  of t h e  Const i tu t ion of t h e  Northern 

2 Plariana I s l ands  i s  hereby amended t o  read a s  follows: 

3 Section 2. Corporations. A corporat ion s h a l l  be considered t o  be a 

.4 person of Northern Marianas descent  so  long a s  it i s  incorporated i n  

5 t h e  Commonwealth, has i t s  p r i n c i p a l  p lace  of business i n  t h e  Common- 

6 wealth, has d i r e c t o r s  a t  l e a s t  f i f ty-one percent  of whom a r e  persons 

7 o f  Northern Marianas descent  and has vot ing shares  a t  l e a s t  f i f ty-one 

8 percent  of which a r e  a c t u a l l y  owned i n  f a c t  and&-imply i n  name only by 

9 persons of Northern M a r i a a s  descent  a s  defined by s e c t i o n  b .  Minors 

10 a s  defined i n  appl icable  laws i n  t h e  Commonwealth s h a l l  no t  be d i r e c t o r s  

1 1  . and voting shares  i n  t h e  corporat ion s h a l l  not  be t r a n s f e r a b l e  t o  minors 

12 except under compelling circumstances. 

13. Section 3 .  Section 6 of ~ r t i c l e  X I 1  of t h e  Const i tu t ion of t h e  Northern 

14 Mariana Is lands  i s  hereby amended t o  r e a d , a s  follows: 

15 Section b.  Worcement.  Any t ransac t ion  made i n  v i o l a t i o n  of sec t ion  1 

16 s h a l l  be void ab  i n i t i o .  Whenever a corporat ion ceases t o  be q u a l i f i e d  

17 under sec t ion  5,  a permanent o r  long-term i n t e r e s t  i n  land i n  t h e  Common- 

18 wealth acquired by t h e  corporat ion a f t e r  t h e  e f f e c t i v e  date  of t h i s  

19 Const i tu t ion s h a l l  be f o r f e i t e d  t o  t h e  government of  t h e  Commonwealth of 

20 t h e  Northern Mariana Islands. The publ ic  a u d i t o r  s h a l l  make annual aud i t s  

21 on corporat ions reg i s t e red  t o  be persons of Northern Marianas descent and 



PROPOSAL NO. 

1 s h a l l  forward findings t o  the  Attprney Oeneral f o r  appropriate action. 

12 Datei June 25, 1985 Introduced by: 
DELEGATE WILLIAM S. TORRES, SAIPAN 

D e l e g , i ~ / ~ h w i d  n L. I g i t o l  , Saip.  
I A 

~ e l p t e  P n u 6  @is mar, S a i p  9 
Delegate 

Delegate Karl  T. Reyes, Saipan 

1 Saipan 


