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Commontwealth Bealthcare Corporation

Commonwealth of the Northern Mariana Islands
I Lower Navy Hill Road Navy Hill, Saipan, MP 96950

PUBLIC NOTICE OF CERTIFICATION AND ADOPTION
OF RULES AND REGULATIONS OF
THE COMMONWEALTH HEALTHCARE CORPORATION

PRIOR PUBLICATION IN THE COMMONWEALTH REGISTER
AS PROPOSED RULES AND REGULATIONS
Volume 42, Number 04, pp. 043515-043526, of April 28, 2020

AMENDMENTS TO THE CHCC CHARGEMASTER
FOR COVID-19 AND OTHER FEES

ACTION TO ADOPT PROPOSED REGULATIONS: The Commonwealth of the Northern
Mariana Islands, COMMONWEALTH HEALTHCARE CORPORATION (“CHCC"), HEREBY
ADOPTS AS PERMANENT regulations the Proposed Regulations which were published in the
Commonwealth Register at the above-referenced pages, pursuant to the procedures of the
Administrative Procedure Act,1 CMC § 9104(a). The CHCC announced that it intended to adopt
them as permanent, and now does so. (Id.) A true copy is attached. | also certify by signature
below that:

as published, such adopted regulations are a true, complete and correct copy of the
referenced Proposed Regulations,

and that they are being adopted as published.
PRIOR PUBLICATION: The prior publication was as stated above.

MODIFICATIONS FROM PROPOSED REGULATIONS: Adoption as Amendments to the
Chargemaster.

AUTHORITY: The Corporation is empowered by the Legislature to adopt these rules and
regulations pursuant to 3 CMC Section 2826(c).

EFFECTIVE DATE: Pursuant to the APA, 1 CMC sec. 9105(b), these adopted regulations
are effective 10 days after compliance with the APA, 1 CMC §§ 9102 and 9104(a) or (b),
which, in this instance, is 10 days after this publication in the Commonwealth Register.

COMMENTS AND AGENCY CONCISE STATEMENT: Pursuant to the APA, 1 CMC sec.
9104(a)(2), the Corporation has considered fully all written and oral submissions respecting the
proposed regulations. Upon this adoption of the regulations, the Corporation, if requested to do
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8) To allow the DCD Board to determine whether an appraisal report and title insurance
are necessary for any real or personal property offered as security for the loan whether
or not it should be required;

9) To allow the DCD Board to determine whether Property & Casualty Insurance, Surety
Bonds and Life Insurance are necessary coverages for the loan and whether or not it
should be required;

10) To clarify that loan proceeds disbursements for purchase of equipment and materials
shall be made only upon submission of satisfactory invoices or receipts or other types of
evidences of the impending purchase of equipment and materials;

11) To allow the DCD Board to determine whether borrowers are required to submit
monthly reports to show exactly how the loan proceeds are being spent;

12) To remove the required systematic procedure in keeping track policies and insurance
coverages;

13) To allow the Executive Director to order an investigation or audit of the financial
condition of the borrower upon written notice to the borrower, if the borrower fails to
submit a requested financial or status report.

14) To allow the DCD Board to determine the loan term for loans secured by a chattel
mortgage;

15) To reduce the loan revision fee from one quarter of one percent (1/4 or .25) of the
outstanding balance of the loan plus any applicable legal fees but not less than $125.00.
The Executive Director is given the discretion to waive a loan revision fee with
justifications.

16) To add judgment debtors to the list of borrowers who qualify for reliefs in interest and
penalties when the U.S. President declares a state of emergency for all or part of the
CNMI; and

17) To ease phone contact procedure in contacting borrowers during default.

CITATION OF RELATED AND/OR AFFECTED STATUTES, RULES AND
REGULATIONS: Administrative Code Title 25: Commonwealth Development Authority,
Chapter 25-10 Development Corporation Division Rules & Regulations:

1) §25-10-401 Eligibility Policy

2) §25-10-425 Farm & Ranch Loans & § 25-10-430 Fishing Loans

3) §25-10-505(d) Requirements and Criteria

4) §25-10-515(a) Additional Restrictions

5) §25-10-605 Application Documents

6) §25-10-701(k) Construction Requirements

7) §25-10-905 First Mortgage on Real Estate

8) §25-10-930 Appraisals & § 25-10-935 Title Insurance

9) §25-10-1015 P&C, Surety and Life Insurance Companies

10) § 25-10-1120 Purchase of Equipment and Materials

11) § 25-10-1405 Monthly Reports

12) § 25-10-1410(e) Loan Quality Assurance & Control

13) § 25-10-1415 Failure to Submit Reports

14) § 25-10-1501 Term of Loan

15) § 25-10-1605 Loan Revision Fee

16) § 25-10-1615 State of Emergency Relief

17) § 25-10-1705 Fifteen Day Phone Call
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6) Parau masedi i kuetpun DCD para u marenunsia i dimdndan kunstruksion yan i
“justification” nu i “resources” yan ekspirensia i “borrowers”, sufisienti “collateral” para
u supotta i rekuestan i “loan”, yan i “controlled disbursement” siha, ni mapega gi
putsientu nu kinumpli’i i “project”;

7) Parau ma’aomenta i manmasedi na putsientu siha para todu i “loans” ni maprutehi
ginin i “fee-simple,” fine’ne’na na “mortgage” pat i “deed” nu intires i “trust” gi halum
“real estate” yan progresu siha;

8) Para u masedi i kuetpun DCD para u maditetmina kdo mannisisariu i ripot “appraisal”
yan i titulun “insurance” para maseha “real” pat propiedat petsonat ma’ofresi komu
sikuridat para i “loan” maseha pat ti madimanda;

9) Para u masedi i kuetpun DCD para u maditetmina ko i “Property & Casualty
Insurance, Surety Bonds” yan “Life Insurance” mannisisériu na “coverages” para i
“loan” yan maseha pat ti madimanda;

10) Para u mana’klaru na i “loan proceeds disbursements” para i finahan nu ramienta yan
matiriat siha debi na u mafa’tinas ha gi inintrega nu “satisfactory invoices” pat resibu
pat otru siha na klasin ebidensian i manmamaila’ na findhan nu ramienta yan matiriat
siha;

11) Para u masedi i kuetpun DCD para u maditetmina kdo madiménda i “borrowers” para
u ma’intrega hdlum gi kada mes i ripot para u mana’annuk eksatu taimanu i “loan
proceeds” manmagégésta;

12) Para u manasuha i madiménda na “systematic procedure” ni ha tattitiyi i areklamentu
yan “insurance coverages”;

13) Para u masedi i Direktot Eksakatibu para u otdin i imbestigasion pat “audit” i kundision
fainansiat i “borrowers” annai makattayi ni nutisia, yanggin i “borrowers” ti makumpli’
manahélum i marikuesta na fainansiat pat ripot i “status”.

14) Para u masedi i kuetpun DCD para u maditetmina i teman i “loans” ni maprutehi ni
“chattel mortgage”;

15) Para u maribaha i ribisan &pas i “loan” ginin “one quarter” nu un putsientu (1/4 pat .25)
gi “outstanding balance” i “loan” yan kuatkuet na aplikapbli na &pas ligét 140 ti menus
ki $125.00. I Direktot Eksakatibu mana’i “discretion” para u renunsia i ribisan apas i
“loan” yan ebidensia siha.

16) Para u manahalum “judgement debtors” gi listan nu “borrowers” ni mankualifika para
alibiu gi intires yan pena annai i Presidentin i U.S. ha dikldra “state of emergency” para
todu pat patti nu i CNMI; yan

17) Para u manamenus dididi’ i maneran “phone contact” annai ma’a’agang i “borrowers”
gi durantin “default”.

SITASION NI MANA’ACHULI’' YAN/PAT INAFEKTA 1ISTATUA,
AREKLAMENTU YAN I REGULASION SIHA. Administrative Code Title 25:
Commonwealth Development Authority, Chapter 25-10 Areklamentu yan Regulasion siha gi
Development Corporation Division:

1) §25-10-401 Areklamentun Kualifikasion

2) §25-10-425 “Loans” Guélu’ & Lanchu & § 25-10-430 “Loans” Etoktcha

3) §25-10-505(d) Dimanda yan “Criteria”

4) §25-10-515(a) Dinanfia Mas na Restrictions

5) §25-10-605 Dukumentun Aplikasion siha

6) § 25-10-701(k) Dimandan Kunstruksion siha
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7) §25-10-905 Fine'ne’na na “Mortgage” gi “Real Estate”

8) §25-10-930 “Appraisals” & § 25-10-935 Titulu “Insurance”
9) §25-10-1015 “P&C, Surety and Life Insurance Companies”
10) § 25-10-1120 Findhan nu Ramienta yan Matiridt siha

11) § 25-10-1405 Ripot Kada Mes Siha

12) § 25-10-1410(e) “Loan Quality Assurance & Control”

13) § 25-10-1415 Ti Ma’akumpli’ Manahalum na Ripot

14) § 25-10-1501 Teman i “Loan”

15) § 25-10-1605 Ribisan Apas i “Loan”

16) § 25-10-1615 “State of Emergency Relief”

17) § 25-10-1705 Diha Kinsi Ma’agang Tilifon

DIREKSION NI PARA U MAPO'LU YAN U MAPUPBLIKA: I Manmaproponi na
amenda siha gi Areklamentu yan Regulasion DCD debi na u mapupblika gi halum
Rehistran Commonwealth gi halum seksiona ni Manmaproponi yan i mannuebu na
ma’adépta na regulasion siha (1 CMC § 9102(a)(1) ya u mapega gi kumbinienti na lugat
gi halum civic center yan gi halum ufisinan gubietnamentu gi kada distritun senadot,
parehu Inglis yan prinsipat na lingguahin natibu. (1 CMC § 9104(a)(1))

PARA U MAPRIBENIYI UPINON SIHA: Na’hanao pat intrega halum i upifion-mu guatu
as Manuel A. Sablan, Direktot Eksakatibun CDA, para i tinattiyi na address, fax pat email
address, yan i suhetu na rdya “I Manmaproponi na Amenda para Areklamentu yan Regulasion
DCD”.

Commonwealth Development Authority
P.O. Box 502149 = CDA Building, Beach Road = Oleai
Saipan, MP 96950
Tel. No.: 234-7145/7146/6293/6245 ext. 311 = Fax No.: 235-7147
Email address: e.borja@developcnmi.com

I Upifion siha debi na u manahélum gi halum trenta dihas ginin i fetchan pupblikasion nu esti
na nutisia. Put fabot na’hdlum imfotmasion yan agumentu siha. (1 CMC § 9104(a)(2))

Esti i manmaproponi na amenda siha para Areklamentu yan Regulasion DCD manma’aprueba
ginin i Kuetpun Direktot nu DCD gi Huniu 3, 2019 yan i Kuetpun Direktot nu CDA gi Huniu

20, 2019.
—
Nina’halum as: ~~_ ; é/ ¢ 6’/ o
Frank Lee SN. BOrja, Kabesiyu / Fetcha

Kuetpun Diggktot i DCD
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8) Lighiti ngéliir DCD Board reel rebwe itittiw ngére “appraisal report” me “title insurance” e
ffil ngali mille e ellet ngére “personal property” iye re téréyagh bwe “security” ngéli loan
ngére e ffil ebwe toolong;

9) Lighiti ngéliir DCD Board reel rebwe itittiw ngére “Property & Casualty Insurance”, “Surety
Bonds” me “Life Insurance” e ffil bwe “coverage” ngili loan me ngére e ffil ngére ese ffil
ebwe toolong;

10) Ebwe ffat bwe “loan proceeds disbursements” ngéli améémél “equipment” me ebwe fféér
peirddgh ngére schagh eyoor isiisilongol “invoice” ngére “receipts” ikka e lo bwe
“satisfactory” akkaaw tappal ghikkil reel milikka e lo bwe “impending purchase of equipment
and materials;

11) Lighiti ngéliir DCD Board reel rebwe itittiw ngare sch66l yadya ngare “borrowerws” rebwe
isiisilong repoot ghal maram rebwe ebwe bw44 efaisiil mwéghutughutiil loan.

12) Siiweli “required systematic procedure” 1161 mwéghutughutil igha re 4ff44li me “insurance
coverages”;

13) Lighiti ngéli Executive Director bwe ebwe atiiwligh reel “investigation” ngare “audit” reel
mwdoghutughutil sch66l yddy4 ngare “borrower” atol “written notice” ngéli sch66] yddya,
ngére schddl yadya ese isiisilong “financia;” ngare “status report” igha re tingdr.

14) Lighiti ngéliir DCD Board reel rebwe itittiw reel “loan term” ngéli loan ikka e “secure” sangi
“chattel mortgage”;

15) Ebwe ghitighiitil6 “loan revision fee” sdngi eew quarter reel eew percent (1/4 ngére .25) reel
“outstanding balance” reel loan ebeal schuulong “applicable legal fees” nge ess6bw ghititghiit
sangi $125.00. Eyoor aal “discretion” Executive Director bwe ebwe waive-li mille “loan
revision fee” fengdl bwe eyoor “justifications”.

16) Aschuulong “judgment debtors” ngéli list-al sch661 yadya ikka re ffil ngéli “relief” 1161
“interest” me 6bwdss ngére e totto bwe U.S. President e aronga bwe “state of emergency”
ngéli alongal6é w661 CNMI ngére eghus; me

17) Mmwaayu ngéli “phone contract procedure” 1161 igha u faingi sch66l yadya atol “default”.

CITATION REEL IKKA E SCHUU ME/NGARE AFFECTED STATUTES, ALLEGH ME
MWOGHUTUGHUT: Administrative Code Title 25: Commonwealth Development Authority, Chapter
2-10 Alléghiil me Mwéghutughutiil Development Corporation Division:

1) § 25-10-401 Eligibility Policy

2) §25-10-425 Farm & Ranch Loans & § 25-10-430 Fishing Loans

3) §25-10-505(d) Requirements me Criteria

4) § 25-10-515(a) Additional Restrictions

5) §25-10-605 Application Requirements

6) § 25-10-701(k) Construction Requirements

7) § 25-10-905 First Mortgage w66l Real Estate

8) § 25-10-930 Appraisals & § 25-10-935 Title Insurance

9) §25-10-1015 P&C, Surety me Life Insurance Companies

10) § 25-10-1120 Purchase of Equipment me Materials

11) § 25-10-1405 Monthly Reports

12) § 25-10-1410(e) Loan Quality Assurance & Control

2
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TITLE 25: COMMONWEALTH DEVELOPMENT AUTHORITY

CHAPTER 25-10
DEVELOPMENT CORPORATION DIVISION RULES AND
REGULATIONS

PART 001 - GENERAL PROVISIONS

§ 25-10-001 Scope

These rules and regulations govern the administration of the Development Corporation Division
(“DCD”) of the Commonwealth Development Authority (“CDA”), subject to any limitations set
forth in the CDA Act (i.e., 4 CMC § 10101, et seq.). These rules and regulations apply to all the
activities in which DCD is engaged and supersede and replace any and all previously issued or
amended rules and regulations of DCD.

§ 25-10-005 Powers

As a mandated division of CDA, DCD is hereby invested with those powers reasonably
necessary and incidental to the fulfillment of its purposes, which purposes are as outlined in 4

CMC § 10102(b). The powers of DCD include, but are not limited to, those powers set forth in 4
CMC § 10203 and are subject only to any limitations set forth in the CDA Act.

§ 25-10-010 Authority

These Rules and Regulations are prescribed by virtue of the authority given CDA under 4 CMC
§ 10203(a)(2) and (a)(30); and are duly published and adopted in accordance with those
procedures set forth in the Administrative Procedure Act (1 CMC § 9101, et seq.).

§ 25-10-015 Amendments

These Rules and Regulations may be amended from time to time upon recommendation of the
Board of Directors and adoption by the CDA Board.

§ 25-10-020 Effective Date

The effective date of these Rules and Regulations shall be as set forth in 1 CMC § 9105(b).

DCD Rules & Regulations
Page 1 of 36
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§ 25-10-025 General Definitions
Unless the context otherwise requires, in these Rules and Regulations:

(a) “Agriculture.” “Agriculture” means the science, art, and business of cultivating the soil
producing crops and raising livestock.

(b) “Aquiculture.” “Aquiculture” means freshwater farming or hydroponics, the cultivation
of plants and the production of crops in water rather than in soil.

(c) “Board of Directors.” “Board of Directors” means the board of directors of DCD.
(d  “Chairman.” “Chairman” means the chairman of the Board of Directors.

(e) “Commonwealth.” “Commonwealth” means the Commonwealth of the Northern Mariana
Islands.

® “EDLF.” “EDLF” means the Economic Development Loan Fund.
® “Executive Director.” “Executive Director” means the Executive Director of CDA.

(h)  “Farmer.” “Farmer” means a farm operator, owner or worker who cultivates or produces
a crop in water or soil as an Occupation.

@) “Fisherman.” “Fisherman” means one who fishes as an Occupation.
G) “Governor.” “Governor” means the Governor of the Commonwealth.

(9] “Loan.” “Loan” means the delivery by DCD to, and the receipt by a Loan Applicant of, a
sum of money upon agreement by that Loan Applicant to repay it to DCD with interest.

) “Loan Applicant.” “Loan Applicant” means a person, partnership, association, or
corporation seeking a loan or guaranty from CDA.

(m) “Loan Guaranty.” “Loan Guaranty” means a promise by DCD to answer for repayment
of a debt or performance of an obligation of an Applicant, if that Applicant is primarily liable to
a financial institution other than CDA and fails to make payment or perform the obligation.

(n) “Mariculture.” “Mariculture” means seawater farming or the cultivation of marine
organisms and crops in their natural habitat.

(0)  “Occupation.” “Occupation” means the principal or regular employment or activity in
which one engages.

DCD Rules & Regulations
Page 2 of 36
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(p)  “Public Auditor.” “Public Auditor” means the Public Auditor of the Commonwealth.

(@@ “Rancher.” “Rancher” means an owner or manager of a ranch who raises livestock as an
Occupation.

® “Renewable Energy.” “Renewable Energy” means any energy resource that is naturally
regenerated over a short time scale and derived directly from the sun (such as thermal,
photochemical and photoelectric), indirectly from the sun (such as wind, hydropower, and
photosynthetic energy stored in biomass), or from other natural movements and mechanisms of
the environment (such as geothermal and tidal energy). Renewable energy does not include
energy resources derived from fossil fuels, waste products from fossil sources, or waste products
from inorganic sources.

PART 100 - BOARD OF DIRECTORS
§ 25-10-101 Composition of the Board

The affairs of DCD shall be governed and controlled by the Board of Directors, which shall be
composed of the seven (7) members of the CDA Board of Directors; members of the Board of
Directors shall serve until their terms of office with the CDA Board expire.

§ 25-10-105 Quorum, Manner of Acting

Five (5) members of the Board of Directors shall constitute a quorum for the transaction of
business at any meeting of the Board of Directors. The act of the majority of the members
present at a meeting at which a quorum is present shall be the act of the Board of Directors. A
member who is unable to attend a particular meeting may authorize in writing another member in
attendance to cast the absent member’s vote upon any item of business properly noticed. This
proxy representation may not be used for more than three consecutive meetings and may not be
used to establish a quorum.

§ 25-10-110 Board Leadership

At the first meeting of each year, the Board of Directors shall elect a Chairman and Vice
Chairman from amongst their members as the first item of business at that meeting. A member
elected shall serve a one (1) year term or until his or her term as a member of the Board of
Directors ends, whichever is less. A member may be elected for successive terms. Any
vacancies in leadership created by resignation, removal or death shall be filled by election at the
next regular or special meeting called for that purpose.

DCD Rules & Regulations
Page 3 of 36
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§ 25-10-115 Chairman

The Chairman shall preside over the meetings of the Board of Directors. He or she shall also
have such powers and shall perform such duties as may from time to time be specified in
resolutions or other directives of the Board of Directors. In the absence of such specifications,
he or she shall have the necessary powers and authority and shall perform and discharge the
duties normally associated with chairmen of similar public corporations.

§25-10-120 Vice Chairman

The Vice Chairman shall assume the duties and responsibilities of the Chairman in his or her
absence; and shall also have such powers and shall perform such duties as may from time to time
be specified in resolutions or other directives of the Board of Directors.

§ 25-10-125 Resignation

A member may resign at any time by delivering written notice of his or her resignation to the
Chairman of the Board of Directors. Written notice must also be provided the Governor if he or
she is also resigning from the CDA Board. The acceptance of such resignation shall not be
necessary to make it effective and shall take effect at the time specified therein. Upon
resignation, the member shall cease to sit on the Board of Directors and shall not be included in
any quorum count.

§ 25-10-130 Removal

A member may only be removed before the expiration of his or her term by the Governor and on
grounds of gross neglect or dereliction of duty, breach of fiduciary duty, conviction of a felony
or mental or physical incapacity. Upon removal, the member shall cease to sit on the Board of
Directors and shall not be included in any quorum count.

§ 25-10-135 Quarterly Meetings

The Board of Directors shall meet at least once each quarter at a time and place designated by the
Chairman. An agenda for and notice of the meeting shall be delivered to each member at least
fourteen (14) days prior to the meeting.

§ 25-10-140 Special Meetings
The Chairman may convene other or special meetings of the Board of Directors on forty-eight

(48) hours written notice to each member, which notice shall include the proposed agenda and
the time and place for the meeting.

DCD Rules & Regulations
Page 4 of 36
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§ 25-10-145 Open and Closed Meetings

All meetings of the Board of Directors shall be open to the public during discussion of policies,
procedures, and administrative and other non-confidential matters; and shall be closed to the
public during discussion of personnel, financial, credit confidences, or any other privileged
information related to or concerning Loan Applicants, projects and other matters of a
confidential nature.

§ 25-10-150 Action Without Meeting

For urgent or in emergency situations, any action required or permitted to be taken at a meeting
may be taken without a meeting if a consent in writing, setting forth the action so taken, is signed
and approved by at least five (5) members. Such consent shall have the same force and effect as
shall be as binding as if the same had been acted upon or consented to at a meeting of the Board
of Directors duly convened and held.

§ 25-10-155 Minutes of Meeting

The Board of Directors shall cause to be kept written minutes of the proceedings of each of its
meetings. The Board of Directors shall designate a secretary to keep its minutes and records
who may or may not be a member of the Board of Directors.

§ 25-10-160 Compensation

The members of the Board of Directors shall be compensated pursuant to 1 CMC § 8247 and
may be reimbursed in accordance with the Commonwealth law for any reasonable and necessary
expenses incurred in the performance of their duties.

§ 25-10-165 Disclosure of Conflict

Any member who is directly or indirectly interested in any arrangement, transaction or business
matter entered into, proposed or under consideration by the Board of Directors shall, as soon as
possible after the relevant facts have come to his or her attention, disclose the nature of the
interest to the Board of Directors. Any disclosure shall be recorded in the minutes of the meeting
and, except as otherwise provided by a resolution, the conflicted member shall not take part after
the disclosure in any deliberation or decision relating thereto, but may be counted as present for
the purpose of forming a quorum for any such deliberation or decision. A willful failure to
disclose a conflict of interest shall be a breach of duty and cause for immediate removal of the
member from the Board of Directors. '

§ 25-10-170 Contracting Authority

The Executive Director and the Chairman, or the Vice Chairman if the Chairman is absent, shall
have the contracting authority for all matters pertaining to the operations of DCD, including, but

DCD Rules & Regulations
Page 5 of 36
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not limited to, the execution of loan documents, guarantees and other necessary agreements,
contracts and checks. In the absence of the Chairman and Vice Chairman, the Chairman or Vice
Chairman of the CDA Board of Directors is authorized to act in his or her stead. At all times, the
contracting officers shall comply with applicable procurement regulations.

PART 200 - DUTIES OF THE BOARD
§ 25-10-201 Oversight Authority

The Board of Directors shall oversee the administration of all Loans and other fund allocations to
ensure that there is compliance with all Loan agreement provisions and fulfillment of the
statutory purposes of DCD and those duties set forth in these Rules and Regulations.

§ 25-10-205 Loan Decisions and Approval

Pursuant to 4 CMC § 10306(a)(4) and delegation by the CDA Board, the Executive Director may
review, reject, approve and make all decisions concerning Loan or Loan Guaranty applications
of up to $25,000 per Loan Applicant. A report of all Loans so handled shall be included by the
Executive Director in his or her quarterly reports to the Board of Directors. See §25-10-1410.
All Loan or Loan Guaranty applications of more than $25,000 per Loan Applicant shall be
reviewed by the Executive Director and then shall be submitted to the Board of Directors for all
necessary approvals, disapproval or decisions relating thereto.

§ 25-10-210 Annual Reports

The Board of Directors shall prepare a report of its activities at the end of each fiscal year and
shall submit the same to the CDA Board of Directors for incorporation into the CDA Annual
Report to be forwarded to the Governor and Legislature.

§ 25-10-215 Operating Budget

The Board of Directors shall prepare an annual operating budget for DCD and shall submit such
budget for approval by the CDA Board of Directors.

§ 25-10-220 Policies

As it deems it necessary, the Board of Directors may by resolution make policies regarding all
DCD matters including, but not limited to, matters discussed in these Rules and Regulations,
Loan applications, documents, forms, fees and administration, the form and manner of accepting
and making payments; and the manner in which specific documents and notices are served and
received by DCD.
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§ 25-10-435 Commercial Loans

All Loans that are not considered Farm, Ranch or Fishing Loans are considered Commercial
Loans.

§ 25-10-440 All Loans Callable

The repayment terms for all Loans shall not be more than thirty (30) years and shall be callable
every five (5) years, but the repayment terms must be fully amortized over the total period given.
Upon the 1% five years maturity and for term continuance on the remainder of the given period,
the Loan Manager and the Executive Director must determine that there is sufficient cash flow
for debt service requirement and that the Loan is not subject to any adverse financial condition
before allowing said Loan to continue until again callable five (5) years hence.

§ 25-10-445 Percentage of Available. Cash, Direct Loan

DCD shall not make any direct Loan if, at the time for approval, such Loan would exceed
twenty-five percent (25%) of the total uncommitted cash then available to Loan Applicants under
the particular category of Loans for which the Loan Applicant applied.

§ 25-10-450 Percentage of Available Cash, Loan Guaranty

DCD shall not guarantee any bank loan or participate in any Loan Guaranty if, at the time for
approval, such Loan Guaranty would exceed twenty-five percent (25%) of total uncommitted
cash then available to Loan Applicants under the particular category of Loans for which the Loan
Applicant applied.

§ 25-10-455 Percentage of Available Cash, Exceptional Cases

In exceptional cases meriting special consideration, the limits set forth in Sections 6.10 and 6.11
may be exceeded provided the Loan or Loan Guaranty is of high economic benefit to the
Commonwealth (as determined by a statement on economic priorities issued by CDA) and the
Loan is fully and sufficiently secured. In such exceptional cases, DCD may enter into a
syndicated financial arrangement in an effort to limit the exposure of DCD to only twenty-five
percent (25%) of its then uncommitted cash.

§ 25-10-460 Ancillary Services

DCD may provide ancillary services to a borrower, in connection with a Loan or other financing
activities by DCD, when it would not be practical for such services to be provided by another
financing institution.
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§ 25-10-620 Loan Approval

No Loan Applicant shall be deemed to have been granted a Loan unless and until the Executive
Director, or his or her designee, so notifies the Loan Applicant in writing and the Loan Applicant
indicates his acceptance in writing. Notice by any other DCD employee or member of the Board
of Directors, verbally or otherwise, shall be invalid and have no effect and may subject said
person to disciplinary action.

§ 25-10-625 Rejection of Application

The Executive Director and the Chairman are authorized to cancel a conditionally approved
Loan if the conditions set out in the approval letter are not fulfilled within ninety (90) days after
the receipt of such letter by the Loan Applicant.

§ 25-10-630 Loan Interest Rates

DCD shall review and from time to time recommend to the CDA Board of Directors the rates of
interest to be assessed its borrowers or any particular borrower. A recommended rate may not
exceed the rate authorized by law; and in recommending interest rates DCD shall consider the
costs of capitalization, its own administrative expenses in relation to its Loans, overall prevailing
market rates, and other economic indicators. DCD may also recommend special interest rates for
projects and other undertakings which serve particular socio-economic needs, but with due
regard for the overall need of DCD to recover its costs.

§ 25-10-635 Loan Fees

Loan Applicants shall pay all fees necessary or incidental to their Loans. Such fees may include,
but are not limited to, recording fees, notary fees, returned check fees, appraisal fees, certified
public accounting fees in the event such is required by the Board of Directors and any legal fees
incurred by DCD for the drafting of documents necessary for the Loan. In the case of direct
Loans and at the request of the Loan Applicant, loan fees may be included in the total Loan
amount; in the case of a Loan Guaranty, the Loan Applicant shall be required to remit all Loan
Fees to DCD prior to the execution of the Guaranty agreement.

§ 25-10-640 Loan Closing Service Charge

In addition to any Loan Fees, DCD shall assess each Loan Applicant a processing service charge
equal to one-half (2) of one percent (1%) of the total amount of the Loan plus all applicable legal
fees but not less than $125.00. In the case of direct Loans and at the request of the Loan
Applicant, the service charge may be included in the total Loan amount; in the case of a Loan
Guaranty, the Loan Applicant shall be required to remit the service charge to DCD prior to the
execution of the Guaranty agreement.

DCD Rules & Regulations
Page 13 of 36

OMMONWEALTH REGISTER ~ VOLUME 42 NUMBER 06 JUNE 28, 2020 PAGE 043673



§ 25-10-645 Posting and Revision of Fees

All fees and charges may be reviewed and revised by the Board of Directors. The fees set forth
in these Rules and Regulations shall continue in force and effect until reviewed and revised by
the Board of Directors. Publication of any revised fees or new fees shall be by posting a
schedule of revised fees in the offices of CDA. No amendment of these Rules and Regulations
or further publication in the CNMI Register of any revised or new fees shall be required.

§ 25-10-650 Borrower Records

The Board of Directors may, as deemed necessary, require its borrowers to keep records and
accounts in accordance with sound and generally accepted business practices, and may require
them to furnish necessary information regarding their business operations and accounts. DCD
retains the right to inspect its borrowers’ finances, as well their operations, records, and books of
accounts. The Board of Directors is further authorized to retain an independent accounting firm
to perform the compilation and preparation of financial reports of a borrower, with the costs
incurred being borne by the borrower.

§ 25-10-655 Renewable Energy Preference
Business plans and loan applications that incorporate Renewable Energy into their structures,
utility and business models, and that make green energy part of their business approach, may be

given loan approval preference over those business plans and loan applications that fail to
incorporate Renewable Energy into their businesses.

PART 700 - CONSTRUCTION LOAN REQUIREMENTS

§ 25-10-701 Construction Requirements.

In addition to all other submission requirements, a Loan Applicant seeking to construct a
building with Loan proceeds is required to submit the following documents:

(a) Complete plans and specifications of the building or improvements to be constructed
approved by a certified professional engineer;

(b) A schematic drawing of the building and its proposed location;

(c) A certification from the Commonwealth Utility Corporation that adequate water service
and electricity are available on the premise where the project will be situated;

(<)) A certification from other appropriate government agencies that the proposed project will
not have a negative impact to the existing community and environment including the effect of
any applicable zoning laws;
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PART 800 - LOAN GUARANTY AND PARTICIPATION
§ 25-10-801 Loan Guaranty

DCD may guarantee up to ninety percent (90%) of the principal amount of a loan extended to a
qualified Loan Applicant by a lender other than DCD. DCD must approve of the lender’s
administration and default policies before agreeing to guarantee any loan. DCD shall set aside as
a reserve not less than twenty-five percent (25%) of the amount of a guaranteed loan. A Loan
Guaranty must meet and satisfy the same criteria as a direct Loan including, but not limited to,
the disbursement requirements of Section 13.2 and the requirements and restrictions of Part 500,
exclusive of § 25-10-515(a).

§ 25-10-805 One Percent Interest Rate

The lender shall impose a one percent (1%) per annum interest rate, which shall be collected by
the lender for DCD. This interest rate shall be in addition to the interest rate to be charged by the
lender under the terms and provisions of its loan, and shall be assessed and collected first, before
the interest rate to be charged by the lender. The lender shall collect and remit the one percent
(1%) per annum interest rate to DCD on a quarterly basis.

§ 25-10-810 Loan Guaranty Documents

The Board of Directors shall approve and adopt a standard Guaranty agreement for use with all
participating lenders. The Guaranty agreement shall include terms and conditions deemed
reasonable and necessary for the protection and purposes of DCD including, but not limited to:
(a) a maximum term of five (5) years; (b) language prohibiting amendments or addendums to a
CDA Guaranty; (c) language prohibiting the subordination of any of CDA’s rights under its
guaranty; and (d) with any 90% guaranty, language requiring the lender to complete the
foreclosure process before calling the guaranty.

§ 25-10-815 Examination of Account

Upon its request and at all reasonable times, DCD shall be entitled to examine and audit the
borrower’s account with lender and copies of any security instruments or loan documents held by
lender which relate to disbursements or advances made, or to be made, under the Loan Guaranty.

§ 25-10-820 Loan Participation Program

The Board of Directors may jointly participate with banks or other financial institutions in
financing a loan to an eligible Loan Applicant. The terms and conditions of the financial
participation must be approved by the Board of Directors. DCD and the bank or lending
institution shall share the collateral interest on any security for the loan in direct proportion to
their loan exposure. The period of repayment may not be more than the period authorized by

these Rules and Regulations.
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(a) The Loan Manager shall inform the borrower that, unless the necessary insurance is
obtained or the policy is reinstated, the Loan will be declared to be in default.

(b)  Upon approval of the borrower’s insurance application by the insurance firm, DCD may
pay the first year premium, on behalf of the borrower, and the Loan may be restructured to
reflect the new principal amount including the premium paid by DCD.

PART 1100 - DISBURSEMENTS
§ 25-10-1101 Check Signing Authority

All checks issued by DCD shall contain two signatures, one of which shall be the Executive
Director (or other official of DCD with check signing authority as approved by the Board of
Directors of CDA) and the other by the Chairman (or Vice Chairman or the Chairman or Vice
Chairman of the CDA Board of Directors in the absence of the Chairman or Vice Chairman). In
the absence of both Chairmen and Vice Chairmen, the Board of Directors shall appoint one
among its members to sign jointly with the Executive Director or other official of DCD.

§ 25-10-1105 Disbursement Requirements

No funds shall be disbursed unless the Loan application is complete and all documents have been
fully reviewed and executed by all necessary parties and all fees and charges have been paid or
added to the total loan amount. All disbursements are subject to the accounting procedures and
policies set forth under the CDA Act and these Rules and Regulations. These disbursement
requirements shall also apply to any funds guaranteed by DCD and disbursed by a private bank
or lender.

§ 25-10-1110 Retained Proceeds

In the event an approved Loan is for a construction project and the contractor is not bonded, the
standard withholding of ten percent (10%) of the project cost may be increased at the discretion
of the Board of Directors. With each incremental payment, an amount equal to a minimum of
ten percent (10%) of the incremental payment shall be withheld to assure that all subcontractors,
materialmen and suppliers have been paid. Such withheld portion shall be released only after the
project has been completed, upon finding by the Chairman, or his or her designee, that all the
materialmen, subcontractors, and other suppliers have been paid.

§ 25-10-1115 Incremental Disbursements
Each construction increment shall be done according to plans and specifications and must be

approved by the Loan Applicant or owner. Upon receipt of such approval, then such increment
shall be inspected by the Executive Director, or his or her designee, to determine that the work
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§ 25-10-1510 No Assumption of Loan

No assumption shall be allowed of any Loan without the prior pre-approval of the Board of
Directors. Any pre-approved assumption shall be conditioned on the qualification of the party
seeking to assume the Loan as an eligible Loan Applicant.

§ 25-10-1515 Death of Borrower

Upon the death of a borrower, the entire unpaid balance of the Loan shall be immediately due
and payable. First, the Loan Manager shall claim and collect any life insurance proceeds
available to be applied toward the loan. If life insurance proceeds are insufficient, then the
Board of Directors may allow assumption of the Loan by the heirs of the borrower if a final
decree in the probate of the borrower identifies the heirs and approves distribution to them of the
mortgaged property and Loan, and if the respective heirs themselves qualify as eligible Loan
Applicant and execute all necessary documents. In the event the insurance proceeds are
insufficient, and the Loan is unable to be assumed by heirs, then DCD shall pursue foreclosure
and seek to collect its Loan in court.

§ 25-10-1520 Monthly Payments

All Loan payments shall be due and payable monthly. Monthly payments on the Loan shall be
made in accordance with the executed Loan documents. Unless the Board of Directors agrees, or
the Loan documents state, otherwise, timely monthly payments will first be applied against any
accrued interest and then against the outstanding principal amount.

§ 25-10-1525 Past Due Payments

Any payments toward a delinquent Loan or that are past due or not made on or before the date
they are due under the executed Loan documents shall first be applied against any outstanding .
out-of-pocket expenses and charges associated with the Loan including, but not limited to, legal
fees, publication, insurance, court and appraisal costs, then against any accrued interest and
finally against the outstanding principal amount.

§ 25-10-1530 Late Payment Fees

In accordance with the terms and conditions of the Loan documents, late payment fees may be
charged each time a monthly payment is missed or delayed more than fifteen (15) calendar days.
The amount of late payment fees shall be posted and as determined by the Board of Directors as
circumstances require.

§ 25-10-1535 Additional Required Payments

It is a policy of DCD to continually foster economic development and, accordingly, borrowers
shall be encouraged to pay-off their Loans as swiftly as they are able in order to better circulate
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§ 25-10-1720 Demand Letter

If any payment is ninety (90) days or more delinquent, the matter shall be forwarded to CDA
Legal Counsel together with a delinquency update showing the amount of principal, interest and
fees needed to bring the Loan current. CDA Legal Counsel shall send the borrower a letter
demanding payment within thirty (30) days.

§ 25-10-1725 Notice of Default.

If the borrower fails to bring the Loan current within the thirty (30) days stated in the Demand
Letter, the Loan Manager, or his or her designee, may direct CDA Legal Counsel to send the
borrower a Notice of Default in accordance with the Commonwealth’s Mortgage Foreclosure
Act (2 CMC § 4537, et seq.). The Loan Manager, or his or her designee, shall provide CDA
Legal Counsel with an Account Update of all principal, interest and fees outstanding and the
working file in order to facilitate the drafting of a Notice of Default. A Notice of Default must
be served personally or by certified mail, return receipt requested, upon the borrower.

§ 25-10-1730 Other Defaults

If a borrower has defaulted for any reason other than the failure to make a monthly Loan
payment, and notice of such default has been given to the borrower and the borrower has failed
to cure said default within thirty (30) days or within the period provided for in the Loan
documents, the Loan Manager, or his or her designee, may direct CDA Legal Counsel to send
the borrower a Notice of Default and to commence foreclosure notwithstanding the fact that said
default has not yet continued for the periods applied to defaults due to a failure to make a
monthly payment.

§ 25-10-1735 Deed in Lieu of Foreclosure

(a) In the event of default, the Loan Manager, together with the Executive Director, may
propose a deed in lieu of foreclosure to the defaulted borrower. For purposes of these
regulations, a deed in lieu of foreclosure shall be defined as when the defaulted borrower
voluntarily agrees to exchange by way of a deed all of his or her mortgaged property for the
elimination of all or a part of his debt.

(b) Before any deed can be accepted, a clean Preliminary Title Report (PTR) and a current
and approved appraisal must be obtained for the mortgaged property and the cost of such PTR
and appraisal must be paid by the borrower. For purposes of this section, an appraisal shall be
considered “current” if its “’date of value” is within one (1) year of the date of the deed in lieu of
foreclosure. The appraised value will be used for the value of the mortgaged property. In the
event an appraisal value exceeds the outstanding balance of the defaulted loan, no credit or
payment shall be made by CDA to the defaulted borrower for the difference. The value assigned
the mortgaged property shall be the value of the loan only.
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(c) Unless some other justifiable resolution is approved by the Board of Directors, any debt
remains (anything above the appraised value of the mortgaged property), shall be reduced to a
new note with new terms. If the defaulted borrower provides new and acceptable security for
this new note, interest rates may be reduced; otherwise the interest rate on the new loan should
remain the same as the rate for the old loan unless the Board of Directors otherwise approves.

(d)  Only CDA mortgaged properties can be used for deeds in lieu of foreclosure. The Board
of Directors may, however, upon recommendation of and justification by the Loan Manager and
Executive Director approve deed(s) in lieu of foreclosure that convey the mortgaged properties
plus or together with other unmortgaged property. Before such additional property can be
accepted, a clean PTR and current approved appraisal must also be obtained for such
unmortgaged property. Otherwise, no other, new or substitute property can qualify for a deed in
lieu of foreclosure.

§ 25-10-1740 Complaint to Foreclose

After the Notice of default is served on the borrower, and if the borrower fails to cure the default
in the time frame allowed, and in the manner directed by the Loan Manager or his or her
designee, and if the deed in lieu of foreclosure option has been rejected by the borrower, then
CDA Legal Counsel may be directed to file a lawsuit to collect the Loan and foreclose upon the
mortgages.

§ 25-10-1745 Acceleration of Loan

Upon filing of the lawsuit, the Loan shall be accelerated and the entire principal balance plus any
accrued interest shall become immediately due and payable. Prejudgment interest shall accrue on
the principal at the rate established in the Loan agreement. Prior to the entry of a judgment, the
borrower may have the right, as set forth by the law, to cure the default and bring the Loan
current. After judgment, interest shall accrue at the rate established by law for judgments.

§ 25-10-1750 Judgment and Auction

Upon entry of a judgment in the lawsuit, a copy of the judgment shall be served upon the
borrower. If the borrower fails to pay the entire judgment amount within three (3) months from
the time borrower is served the copy of the judgment, all properties mortgaged as security for the
Loan shall be noticed for sale. The Board of Directors shall set the minimum bid for any auction
after considering the appraisal obtained, the outstanding loan balance and all other relevant
documents. All auction notices shall include the minimum bid set by the Board of Directors, and
shall provide notice that the Board of Directors reserves the right: to withdraw the mortgaged
property from auction before the sale or before a bid for the property is accepted; to adjourn the
auction without notice at any time before the mortgaged property is struck off, without incurring
any liability whatsoever thereby; and to reject any and all bids. At auction, CDA may purchase
the mortgaged property.
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§ 25-10-1755 Multiple Properties

In the event of multiple real properties being noticed for sale, either the Executive Director or
Loan Manager shall apportion the minimum bid for any sale of property in a manner so as to
maximize the likelihood of sale and to maximize the possibility of recovery of all amounts owed
DCD.

§ 25-10-1760 Certificate of Sale

If the property is sold at an auction, CDA Legal Counsel shall prepare a Certificate of Sale and
shall deliver a copy to the buyer after recording the original.

§ 25-10-1765 Deed

After the one year redemption period, if the borrower has not redeemed the property, CDA Legal
Counsel shall prepare a Deed to be executed in accordance with the Commonwealth’s Mortgage
Foreclosure Act and to be delivered to the buyer after filing.

§ 25-10-1770 Controlling Authority

If any of the above procedures conflict with any applicable provision of law or any term in any
of the Loan documents, then said law or contractual term shall control.

§ 25-10-1775 Loan Revisions

A Loan being foreclosed or in financial difficulty may only be revised in accordance with Part
1600.

§ 25-10-1780 Settlement

All CDA obtained judgments are subject to settlement at the discretion of the Board of Directors,
subject to the mutual agreement of the parties and a determination by the Board of Directors that
such a settlement is reasonable and in the best interest of DCD and CDA.

§ 25-10-1785 Attorneys Fees

In accordance with all executed Loan documents, a borrower shall be responsible for, and his or
her account shall be charged with, all reasonable expenses and legal fees incurred by DCD in the
collection, foreclosure and monitoring of his or her Loan. Any payments toward a Loan to which
fees and expenses have been charged shall first be applied against those outstanding fees,
expenses and other charges, then against any accrued interest and finally against the outstanding
principal amount.
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§ 25-10-1790 Seizure of Chattel & Accounts

At CDA’s option, if any payment is not received by the thirtieth (30th) day after its due date,
then the Loan Manager, or his or her designee, may at any time after the thirtieth (30th) day,
seize, secure and/or sell, in accordance with the chattel mortgage, security agreements or
applicable law, any and all mortgaged chattels or other movable security or accounts including,
but not limited to, automobiles, boats, furniture, fixtures, merchandise, machinery, inventory,
equipment, appliances, bank accounts, accounts receivables and supplies.

§ 25-10-1795 Non-Collectible Debt

(a) The CDA Management shall take all reasonable steps to attempt to see that debts owed to
it are satisfied prior to determining whether or not a particular debt should be classified as non-
collectible. At a minimum, these steps should include (in no particular order):

(1)  The CDA Management should conduct foreclosure sales on any and all property
mortgaged to satisfy the debt.

2) The CDA Management, in consultation with its attorneys, should seek an Order in
Aid of Judgment to determine the most reasonable means by which to seek full satisfaction of the
debt.

(3) The CDA Management should conduct a thorough and complete asset search to
determine whether or not the debtor owns any property (not mortgaged to secure the debt) that
can legally be utilized to satisfy the debt. Such asset searches should include, but not be limited
to:

(1) A thorough grantor/grantee search of recorded documents with the CNMI
Recorder’s Office to determine what, if any, interests in non-mortgaged real property are owned
by the debtor;

(ii) Employment of an asset search specialist, or the utilization of CDA
personnel, to determine what, if any, interests in non-mortgaged personal property are owned by
the debtor;

(iii) Any and all other reasonable steps the CDA Management may take to
determine what property the debtor owns that is subject to collection within the CNMI and/or
Guam, and as applicable in other jurisdictions; and

(iv)  any and all other reasonable steps the CDA Management deems fit, in its
discretion, under each individual circumstance.
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(4)  The CDA Management should, once a determination is made that the debtor owns
an interest in real or personal property sufficient value to justify collection efforts, work in
consultation with its attorneys to take any and all legal steps to utilize said property to satisfy the
debt.

(5)  The CDA Management should attempt, when reasonable, to implement a payment
plan with debtors when any deficiency on an account remains after efforts to satisfy the debt
through the collection and sale of a debtor’s property. CDA shall develop a standard operating
procedure by which it will assess a debtor’s financial ability to participate meaningfully in a

payment plan.

(b)  If, after all reasonable efforts to satisfy the debt (including those specific steps mentioned
above) have been exhausted, and the debt in question remains unpaid, the CDA Management is
hereby directed to determine (by applying GAAP and its best judgment) whether the remaining
debt should be declared non-collectible. When such a determination has been made, the CDA
Management will present its recommendation for classification as non-collectible to this Board at
the earliest practicable meeting, at which this Board shall consider the CDA Management’s
recommendation to declare the debt non-collectible. Should such a declaration be made, CDA
may refer the remainder of the non-collectible debt to an appropriate collections attorney or
collection agency and reflect that such debt is non-collectible in all future financial records and

statements.
PART 1800 - FUNDS AND ACCOUNTING
§ 25-10-1801 Accounting Records and Reports

The Executive Director shall ensure at all times that accounting records and supporting
documents are maintained to insure sound internal control. DCD shall use the accrual method of
accounting. Monthly financial statements with detailed loan fund status reports must be prepared
in accordance with Generally Accepted Accounting Principles and Practices (GAAPP) and
copies thereof shall be provided to the Board of Directors.

§ 25-10-1805 Accounting System

A separate accounting system shall be used and maintained for the functions of DCD including
its economic development loan fund activities. The accounts and statements of account of DCD
shall be audited by the Public Auditor or an independent auditor approved by the Public Auditor.
The fiscal year of DCD shall be identical with that of the Commonwealth Government.

§ 25-10-1810 Liquid Funds

DCD shall maintain sufficient liquid assets to be able to meet normal operating expenses and
discharge its short-term liabilities and current maturities of any long-term indebtedness. DCD
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funds not currently needed in liquidity shall be reinvested by the Board of Directors, to the extent
permitted by law, in qualified investments which mature not later than the date on which such
funds will be needed.

§ 25-10-1815 Accounts

DCD may, as it deems necessary, open and maintain savings and checking accounts and other
investment forms with banks or savings and loan associations which are reputable financial firms
and members of the Federal Reserve System or the Federal Deposit Insurance Corporation
(FDIC). Money received by DCD shall be deposited into such accounts.

§ 25-10-1820 Collections

DCD shall cause to be collected and obtained: (a) from the Development Banking Division of
CDA, all 702(c) Covenant funds, any appropriated or budgetary funds, and all assets of the
EDLF existing prior to September 19, 1985; (b) all money to be received by or on behalf of
DCD, with respect to repayment of any Loan made, including interest and other charges payable;
(c) all money arising from property or investments acquired by or invested in by DCD; and (d)
all other money and property due and payable to DCD. DCD shall not accept and hold deposits,
but may hold evidence of deposits, or otherwise accept control of deposits, in other financial
institutions.

§ 25-10-1825 Loan and Investment Amounts

The Board of Directors shall pay out of the DCD funds: (a) approved Loan or Loan Guaranty
amounts; and (b) amounts approved for investment or equity participation, and participation in
any projects and/or feasibility studies or technical assistance.

§ 25-10-1830 Operation Expenses

The Board of Directors shall pay out of funds available to DCD pursuant to 4 CMC §
10401(b)(1) and (b)(3) all expenses, costs and obligations incurred for the administration and
operation of DCD. Payment under this section shall be in conformity with the operating budget,
prepared and submitted to the CDA Board of Directors. See § 25-10-215.

§ 25-10-1835 Technical Assistance and Studies

The Board of Directors shall also pay out of funds available to DCD pursuant to 4 CMC §
10401(b)(1) and (b)(3) all amounts expended or obligated for technical assistance, economic
studies, project evaluations and feasibility studies. Payment under this section shall also be in
conformity with the operating budget, prepared and submitted to the CDA Board of Directors.
See § 25-10-215.
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§ 25-10-1840 Interest Tracking and Booking

DCD shall track accrued and unpaid interest for one hundred twenty (120) days, after which such
interest shall continue to accrue but shall be booked (together with the underlying Loan) as non-
performing and shall be isolated from amounts/funds able to be used for payment of CDA
administrative and operating expenses.

PART 1900 - INVESTIGATIONS AND AUDITS

§ 25-10-1901 Investigations and Audits

The Board of Directors or the Executive Director may instruct a representative of DCD, or may
contract with a qualified firm or person, to investigate or audit the accounts of any borrower in
order to ascertain:

(a Whether the Loan has been used for the purposes for which it was granted;

(b)  Whether there is evidence or indication of future difficulties arising that might prevent
the borrower from repaying the Loan in accordance with the Loan agreement; or

(c) Whether management or other assistance is needed to improve the business operation.
§ 25-10-1905 Associated Fees for Costs

The Board of Directors may impose reasonable fees upon the borrower for performing the above
services in order to recover its costs incurred.

PART 2000 - CONFLICTS AND CONFIDENTIALITY
§ 25-10-2001 Contflicts of Interest

As a mandated division of CDA, DCD follows and abides by the same conflicts of interest law
and standards as CDA. The applicable conflicts of interest law and standards are set forth in 4
CMC § 10408.

§ 25-10-2005 Confidentiality

No member of the Board of Directors or DCD employee or officer who becomes privy to any
confidential information, data figures, projections, estimates, customer lists, tax records,
personnel history, accounting procedures, promotions and information otherwise privileged as a
result of his or her membership shall reveal such information to any person, firm, corporation, or
other entity outside the course of his or her official duties; nor shall he or she use such
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information for his or her own personal gain. Nothing in this section shall prevent DCD from
using and disclosing such information as is necessary to administer its Loans or collect amounts
outstanding from the Loan Applicant or borrower.

§ 25-10-2010 Preparation of Loan Applications

No DCD employee, officer or member shall engage in the preparation of any Loan application;
provided, however, that the Loan Department staff may assist a Loan Applicant in the
preparation of a Loan application within the DCD office without compensation. If the staff
assists the Loan Applicant, the Loan Applicant shall first waive any legal claims against the staff,
DCD and CDA for any wrongful performance or alleged misrepresentation on the Loan

application.
PART 2100 - VIOLATIONS OF RULES AND REGULATIONS
§ 25-10-2101 Known Violations

Known violations or possible violations of any provision contained in these Rules and
Regulations shall immediately be reported to the Executive Director or other person designated
for that purpose. The violation or possible violation shall then be promptly reported to the Board
of Directors by the Executive Director.

§ 25-10-2105 Discovered Violations

If any DCD employee or member discovers irregularities in the use and enforcement of these
Rules and Regulations, or has reasonable grounds to believe that these Rules and Regulations
may have been violated, the employee or member shall report the matter to the Executive
Director who shall furnish the Board of Directors with the information he or she has obtained.

§25-10-2110 Additional Information

It is the responsibility of the Executive Director, together with the Chairman, to review the
information submitted, and request additional information necessary to make a determination as
to whether there is substantial evidence of a violation of these Rules and Regulations or whether
further investigation should be undertaken.

§ 25-10-2115 Penalties
If it is determined by the majority of the Board of Directors that an individual has violated any of
the provisions of these Rules and Regulations, he or she shall be subject to the penalties provided

by law, and to such additional disciplinary and other remedial action including, among others,
dismissal, suspension, or reduction in job position, as is appropriate.

DCD Rules & Regulations
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NMIAC § 90-20-205(a)

(a) The purchase of all supplies and materials and all construction works when
the expenditure exceeds $25-600 $10,000 shall be by contract let to the lowest
responsible bidder.

NMIAC § 90-20-210 Small Purchases

(a) Any procurement not exceeding $25:600 $10,000 may be made in

accordance with small purchase procedures with this section. Procurement

requirements shall not be artificially divided as to constitute a small
purchase.

(b) Small Purchases of $5;866 $1.000 or Less.

(c) The Managing Director shall provide the small purchase log to any board

(1) The Chair of the MVA Board delegates the expenditure authority
for purchases of $5;680:00 $1,000.00 or less to the Managing

Director.

(2) The Managing Director may make small purchases of $5;060
$1.000 by any commercially reasonable method and shall exercise
best efforts to ensure responsible expenditure of MVA funds.
Purchase orders may be used for such transactions. Procurement
requirements shall not be artificially divided so as to constitute a

small purchase of $5;660 $1.000 or less.

(3) The Managing Director shall maintain a small purchase log. For
each small purchase, the log shall contain;

(1)The date of the purchase;

(1) The name of the vendor;

(i11) The goods or services purchased; and
(iv) The purpose of the purchase.

member upon request.

(d) Small Purchases between §5-000-6 $1,000.01 and $25;660-60 $10,000.

(1) The Chair of the MVA Board is the expenditure authority for small

@

purchases between $5;660-64 $1.000.01 and $25;668 $10.000.

Insofar as it is practical for small purchases of goods or services
between $5;000-0+ $1.000.01 and $25;666-66 $10,000, no less than
three businesses shall be solicited to submit written, electronic, ot
oral quotations that are recorded and placed in the procurement
file. If fewer than three businesses submit quotations, the
Managing Director shall certify, in writing, that there are fewer
than three vendors available. Award shall be made to the business
offerin the lowest acceptable quotation.
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(3) The names of the businesses solicited to submit quotations, the
names of the businesses submitting quotations, and the date and
amount of each quotation shall be recorded and maintained as a
public record.

(4) Purchase orders may be used for procurement under this section.
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the Commission’s belief that, as presently constituted, the casino licensee is unable to comply
with its contractual, regulatory and statutory obligations; and

7. WHEREAS, the Commission deems any licensee’s unwillingness or inability to comply
with contractual, regulatory, and statutory obligations an unsuitable method of operation and
indicia of unsuitability to hold a license, and further specifically deems that the casino licensee’s
present and continuing failure to appoint and seek licensure of a Chief Executive Officer is an
unsuitable method of operation and is inimical to the public health, safety, morals, good order,
and general welfare of the people of the Commonwealth and further reflects discredit upon the
gaming industry; and

8. WHEREAS, the Commission deems it necessary and proper to ensure the casino
licensee is financially suitable and operating suitably by requiring the casino licensee to settle
any outstanding obligations owed to the United States of America, the Commonwealth of the
Northern Mariana, and the political agencies of either, make any contribution required by an
agreement with a public entity, and immediately pay any outstanding obligation to any private
entity if so ordered by a court of competent jurisdiction; NOW, THEREFORE,

9. IT IS HEREBY ORDERED that no later than fifteen (15) calendar days from the effective
date of this Order, the casino licensee shall appoint a Chief Executive Officer and submit the
appointee for licensure by the Commission. The appointee must meet the minimum standards
for the Chief Executive Officer position required by the Regulations.

10. IT IS HEREBY FURTHER ORDERED that the Chief Executive Officer must be
responsible for the casino licensee’s compliance with all Federal and CNMI laws and
regulations, all provisions of the Casino License Agreement (gaming and non-gaming), and all
Commission Orders, Directives, and related mandates. The Chief Executive Officer must have
the authority to bind and otherwise act on behalf of the casino licensee in all gaming and non-
gaming matters including, but not limited to: gaming operations, finance, marketing, and the
construction and operation of the integrated resort; and

11. IT IS HEREBY FURTHER ORDERED that the Commission Chairman or the Executive
Director shall take steps necessary to ensure that this Order is published in the Commonwealth
Register without reasonable delay; and

12. IT IS HEREBY FURTHER ORDERED that this Order is to take effect immediately or at

the earliest time allowed by law, and shall remain in effect until it is repealed or replaced by
subsequent Order of the Commission.

SO ORDERED this 25" day of June 2020.

Signature: %W

EDWARD DEL N GUEHRERO
CHAI
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gaming licensee, along with instructions for computing available bankroll. The formula adopted
by the Commission may require the licensee to maintain a number of days of cash on hand,
utilize a debt-to service ratio, or utilize any other ratio the Commission deems fit; and

7. WHEREAS, it has come to the attention of the Commission that the casino licensee has

recently failed to pay its employees in a timely fashion as required by applicable law, regulation
and business custom, for consecutive pay periods; and

8. WHEREAS, the Commission deems the licensee’s unwillingness or inability to timely pay
its employees as an unsuitable method of operation and indicia of unsuitability to hold a license,
and further specifically deems that the failure to pay employees in a timely fashion is inimical to
the public health, safety, morals, good order, and general welfare of the people of the
Commonwealth and reflects discredit upon the gaming industry, and further calls into question
the casino licensee’s ability to pay winning patrons; and

9. WHEREAS, the failure to timely pay employees could be explained by difficulties with the
bank wire transfer process, but ultimately is due to the fact that the casino licensee fails to keep
sufficient funds on hand and readily available; and

10. WHEREAS, the Commission finds that, if the casino licensee fails to keep sufficient cash
on hand to ensure timely payment of its employees, it likewise fails to keep sufficient cash or
cash equivalents on hand in an amount sufficient to reasonably protect the licensee’s patrons
against defaults in gaming debts owed by the licensee such that the minimum bankroll formula
must be supplemented by additional cash reserves; and

11. WHEREAS, the Commission deems it necessary and proper to ensure the casino
licensee is financially suitable and operating suitably by requiring the casino licensee to
maintain in the Commonwealth at all times funds sufficient to pay for three months’ payroll, in
addition to the previous minimum bankroll required by Regulation §175-10.1-560(a) as reflected
in Commission Order 2019-002; NOW, THEREFORE,

12. IT IS HEREBY ORDERED that no later than thirty (30) calendar days from the effective
date of this Order, the casino licensee shall maintain cash or cash equivalents in a restricted
account in a bank in the CNMI or United States of America an amount sufficient to reasonably
protect the licensee’s employees against defaults of debts owed by the licensee as they become
due; in no case shall the amount of cash or cash equivalents be less than three months worth of
expected obligations, subject to the schedule listed in paragraph 13 below; and

13. IT IS HEREBY FURTHER ORDERED that: notwithstanding the foregoing:

A. For the first three months from the effective date of the Order, the casino licensee
must reserve One (1) month payroll in advance for the August 2020 through October
2020 payrolls. Amount in reserve to be no less than $1,400,000 regardless of actual
payroll;

B. For the second three months, the casino licensee must reserve Two (2) months

payroll in advance for the November 2020 through January 2021 payrolls. Amount in
reserve to be no less than $2,800,000 regardless of actual payroll;
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C. For all months thereafter the casino licensee must reserve Three (3) Months payroll
in advance beginning February 2021. Amount in reserve to be no less than $4,200,000
regardless of actual payroll; and

14. IT IS HEREBY FURTHER ORDERED If at any time the licensee’s available cash or
cash equivalents should be less than the amount required by this Order, the licensee or
operator shall immediately notify the Commission of this deficiency and shall also detail the
means by which the licensee shall comply with the minimum capital requirements; and

15. IT IS HEREBY FURTHER ORDERED that the Commission Chairman or the Executive
Director shall take steps necessary to ensure that this Order is published in the Commonwealth
Register without reasonable delay; and

16. IT IS HEREBY FURTHER ORDERED that this Order is to take effect immediately or at
the earliest time allowed by law, and shall remain in effect until it is repealed or replaced by
subsequent Order of the Commission.

SO ORDERED this 25™ day of June, 2020.

Signature:_W

EDWARD DELEZN GUERRERO
CHAWMAN
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public entities, which call into question the casino licensee’s willingness or ability to comply with
its contractual, regulatory, and statutory obligations; and

7. WHEREAS, it has come to the attention of the Commission that the casino licensee has
at least one outstanding amount payable owed to a private entity, has been ordered by the
federal district court to make such payment, and has failed to make the payment ordered by the
court, thereby requiring the authorities to execute on the judgment, which calls into question the
casino licensee’s willingness or ability to comply with its contractual, regulatory, and statutory
obligations; and

8. WHEREAS, the Commission deems any licensee’s unwillingness or inability to comply
with contractual, regulatory, and statutory obligations an unsuitable method of operation and
indicia of unsuitability to hold a license, and further specifically deems that the failure to pay an
obligation to a public entity or contribution required by an agreement with a public entity when
due is inimical to the public health, safety, morals, good order, and general welfare of the people
of the Commonwealth and reflects discredit upon the gaming industry; and

9. WHEREAS, the Commission deems any licensee’s unwillingness or inability to comply
with an order of the federal district court an unsuitable method of operation and indicia of
unsuitability to hold a license, and further specifically deems that the failure to pay an amount in
full when ordered by a court of competent jurisdiction is inimical to the public health safety,
morals, good order, and general welfare of the people of the Commonwealth and reflects
discredit upon the gaming industry; and

10. WHEREAS, the Commission deems it necessary and proper to ensure the casino
licensee is financially suitable and operating suitably by requiring the casino licensee to settle
any outstanding obligations owed to the United States of America, the Commonwealth of the
Northern Mariana, and the political agencies of either, make any contribution required by an
agreement with a public entity, and immediately pay any outstanding obligation to any private
entity if so ordered by a court of competent jurisdiction; NOW, THEREFORE,

11. IT IS HEREBY ORDERED that no later than thirty (30) calendar days from the effective
date of this Order, the casino licensee shall: settle in full any payable or contribution owed to a
public entity, including but not limited to the United States of America, the Commonwealth of the
Northern Mariana, and the political agencies of either; immediately make any payment or
contribution required by an agreement with a public entity; immediately pay any outstanding
obligation to any private entity if so ordered by a court of competent jurisdiction; and
immediately pay any debt owed to any private entity which is more than 89 days old; and

12. IT IS HEREBY FURTHER ORDERED that, “settle in full” referenced in paragraph 11
above means pay in full the amount owed if no settlement agreement or payment schedule
exists, or paying the amount necessary to become current with any settlement agreement or
payment schedule such that the licensee is not in arrears; and

13. IT IS HEREBY FURTHER ORDERED that, no later than thirty (30) calendar days from

the effective date of this Order, the Chairman and highest ranking executive of the casino
licensee must each, in writing, certify that:
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A. The casino licensee is a “going concern” as that phrase is commonly used in the
area of financial accounting; and

B. The casino licensee, as a business entity, is “solvent” as that word is commonly
used in the area of financial accounting as of the date of certification; and

C. The casino licensee has the present ability to pay debts as they mature and become
due, and the casino licensee has paid all such debts within 90 days of their accrual
such that no debt older than 89 days old exists as of the date of certification; and

D. The casino licensee has the present ability to pay to public and private entities all
payments required by contract, and the casino licensee has no such uncontested
payment older than 89 days old as of the date of certification; and

E. The casino licensee has the present ability to fully construct the entirety of the Initial
Gaming Facility located in Garapan, Saipan, CNMI in accordance with all applicable
laws, regulations and codes; and

14, IT IS HEREBY FURTHER ORDERED that, if the Chairman and highest ranking
executive of the casino licensee cannot make some or all of the required certifications, the
Chairman and executive must explain in writing the inability to so certify and provide an
explanation why the certification cannot be made, and outline the steps the casino licensee will
take to ensure that the required certifications can be made; and

15. IT IS HEREBY FURTHER ORDERED that the Chairman or the Executive Director shall
take steps necessary to ensure that this Order is published in the Commonwealth Register
without reasonable delay; and

16. IT IS HEREBY FURTHER ORDERED that this Order in no way amends or affects the
casino licensee’s obligations pursuant to Commission Order 2020-001; and

17. IT IS HEREBY FURTHER ORDERED that this Order is to take effect immediately or at
the earliest time allowed by law, and shall remain in effect until it is repealed or replaced by
subsequent Order of the Commission.

SO ORDERED this 25™ day of June 2020.

Signature: W % M

EDWARD DEXEON GUERRERO
AIRMAN
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