
PUBLIC LAW NO. 5-37 

FIFTH NORTHERN MARIANAS COMMONWEALTH LEGISLATURE HOUSE BILL NO. 5-188, 
H.D.l 

EIGHTH SPECIAL SESSION, 1987 

AN ACT 

To add a  new Chapter 5  t o  4 CMC, D i v i s i o n  10, t o  p rov ide  f o r  a  t r u s t  
account t o  be es tab l ished i n t o  which s h a l l  be deposited Covenant 
Funds; t o  app rop r ia te  Covenant Mul t i -Year  F inanc ia l  Funds t o  t h e  
Commnweal t h  Development A u t h o r i t y  f o r  use as s e t  f o r t h  here in,  and 
f o r  o t h e r  purposes. 

BE I T  ENACTED BY THE FIFTH NORTHERN MARIANAS COMNIFIWEALTH LEGISLATURE: 

Sec t i on  1. --- Purpose. ---- The purpose o f  t h i s  Act i s  t o  au tho r i ze  an 

i r r e v o c a b l e  t r u s t  fund i n t o  which Covenant Cap i ta l  Development Funds w i l l  

be deposited so as t o  p rov ide  s e c u r i t y  f o r  t h e  payment o f  p r i n c i p a l  , 

premium and i n t e r e s t  on revenue and non-revenue producing p r o j e c t  t o  

Bondhol ders o f  t h e  Commonweal t h  Development A u t h o r i t y  Adjustable Rate 

Revenue Bonds (Cap i ta l  Improvement P ro jec ts )  Ser ies 1986A Bonds and 

Ser ies 19868 Bonds. 

Sect ion 2. .------ I n t e n t .  The i n t e n t  o f  t h i s  Act i s  t o  e s t a b l i s h  t h e  

mechanism t o  use Covenant funds t o  secure and pay p r i n c i p a l ,  i n t e r e s t  and 

premium, i f  any, t o  bondholders and t o  f u l f i l  1  t h e  i n t e n t  and purpose 

of U.S. Pub l ic  Law 99-396 and House J o i n t  Reso lu t ion  5-12, as amended, 

i n c l u d i n g  the  d i s t r i b u t i o n  o f  funds among t h e  t h r e e  Senator ia l  D i s t r i c t s .  

Sec t ion  3. -- Amendment. --- --.-- - 4 CMC, D i v i s i o n  10 i s  amended b y  adding a  

new Chapter 5  t o  read as fo l lows:  

"10501. P,e_fi,_i_t,i,ot~s,. As used i n  t h i s  Act, t h e  f o l l o w i n g  

d e f i n i t i o n s  s h a l l  apply: 

"( a )  'CDA ' . The Commnweal t h  Development A u t h o r i t y  

es tab l i shed  b y  Pub l ic  Law 4-49, as amended. 

" (b )  'Bonds'. Those bonds issued i n  t h e  name of CDA, 

i n c l u d i n g  b u t  n o t  l i m i t e d  t o  t h e  bonds e n t i t l e d  Commonwealth 

Development Au tho r i t y  Adjustable Rate Revenue Bonds (Cap i ta l  
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Improvement P ro jec ts )  Ser ies 1986A Bonds and Ser ies  1986B 

Bonds contemplated and p rev ious l y  au thor ized b y  House J o i n t  

Reso lu t ion  No. 5-12, S.D.1. 

" ( c )  'Bond Trustee ' .  The Trustee under t h e  Indenture 

o f  Trust .  

"(d) ' Covenant Funds ' . The $126,000,000 o f  Capi t a l  

Development Funds i d e n t i f i e d  i n  t h a t  c e r t a i n  agreement 

(Mu1 t i p l e  F inanci  a1 Agreement) dated J u l y  10, 1985, signed 

b y  t h e  Special  Representat ives o f  t h e  President  o f  t h e  

Uni ted Sta tes  and o f  t h e  Governor o f  t h e  Commonwealth o f  

t h e  Northern h r i a n a  Is lands,  as approved i n  U.S. Pub l ic  

Law 99-396, Sec t ion  10. 

" (e )  'Covenant Funds Trustee ' .  The Trustee o f  t h e  

Trus t Account es tab l  i shed hereunder. 

" ( f )  ' T r u s t  Account'. An i r r e v o c a b l e  t r u s t  account 

t o  be es tab l  i shed b y  and admi n i s t e r e d  a t  t h e  d i  r e c t i o n  o f  

CDA i n t o  which w i l l  be deposi ted Covenant Funds as they  

a re  received f r a n  t h e  Department of I n t e r i o r  (DOI). The 

account s h a l l  be es tab l i shed  a t  a banking i n s t i t u t i o n  

designated b y  CDA as  Trustee, b u t  such t r u s t  account 

s h a l l  be separate and apa r t  from t h e  t r u s t  e s t a t e  t h a t  i s  

he ld  f o r  t h e  b e n e f i t  o f  the  Bondholders under t h e  

Indenture of Trus t ,  dated as o f  J u l y  1, 1986 as amended, 

executed b y  CDA and a bank as Trus tee  f o r  t h e  Bonds 

( I  Indenture o f  T r u s t ' ) .  

Page 2 



PUBLIC LAW NO. 5-37 

House Bill No. 5-188, H.D.  1 

"(g) 'Bondholder'. Any person who shall  be the 

registered owner of any Outstanding Bond o r  Bonds and 

includes any insurer o r  guarantor of such Bonds. 

"(h) 'Debt Service F u n d ' .  The special t r u s t  fund 

so designated and established pursuant t o  Section 5.1 

Indenture of Trust. 

" ( i )  'Loan Agreement'. Any Loan Agreement 

negotiated and executed by CDA w i t h  respect t o  the Bonds. 

"( j) 'Parity Lo t  Sub-Account' . The sub-account of 

the Trust Account into which Covenant Funds as may be 

pledged to secure Bonds of a Parity Lot ( a s  defined i n  

the  Indenture of Trust) shall  be deposited. 

" ( k )  'Revolving Fund ' .  A fund established by CDA 

into which repayments of principal and in t e res t  from Loan 

Agreements made by CDA t o  borrowing autonaous public 

agencies with respect t o  the Bonds shall  be deposited 

into. 

"(1) Other terms, except as s e t  for th heretofore, 

shall  have meanings consistent with the Indenture of 

Trust. 

"10502. Power to  Pledge Covenant Funds. Covenant Funds may . - ----- ------ -------- ------- 
be pledged to  secure the payment of principal, premium and 

in t e res t  on Bonds, the proceeds of which are  t o  be used by CDA t o  

finance specified capital improvement projects; provided however, 

t ha t  the Indenture of Trust shal l  provide to  the e f fec t  t ha t  no 

Page 3 



PUBLIC WWV NO. 5-37 

House B i l l  No. 5-188, H.D. 1 

Construct ion Fund o f  t h e  Indenture o f  T rus t  f o r  expendi ture 

on a  p r o j e c t  unless CDA, b y  an author ized o f f i c e r ,  and t h e  

ma j o r i  ty o f  t h e  L e g i s l a t i v e  Members represent ing  t h e  respec t i ve  

Senator ia l  D i s t r i c t  i n  which t h e  CIP p r o j e c t  i s  loca ted ,  

c e r t i f i e s  t o  t h e  Bond Trustee t h a t  such p r o j e c t  i s  a  CIP 

P r o j e c t  f u r t h e r  approved pursuant t o  House J o i n t  Reso lu t ion  

No. 5-12, S.D.l, as amended, b y  t h e  a f f i r m a t i v e  vo te  o f  a  

rnajor i  ty o f  t he  Legi s la  t i v e  Members represent ing  t h e  respec t i ve  

Senator ia l  D i s t r i c t  i n  which such C I P  P r o j e c t  i s  located.  

Provided, f u r t h e r ,  t h a t  as a  c o n d i t i o n  t o  such c e r t i f i c a t i o n ,  

t h e  F i r s t  and Second Sena to r i a l  D i s t r i c t s ,  s h a l l  each r e c e i v e  

no l e s s  than one-eight  share o f  t h e  n e t  proceeds of each bond 

drawdown up t o  drawdowns i n  t h e  cummulative a m u n t  o f  $126 m i l l i o n  

and drawdowns which i n  t h e  cumrmlative exceeds $126 m i l  l i o n ,  t h e  

F i r s t  and Second Senator ia l  D i s t r i c t s  s h a l l  each r e c e i v e  no l e s s  

than s i x t e e n  percent  (16%) o f  t h e  n e t  o f  each drawdowns f o r  C I P  

P ro jec ts  i n  t h e i r  respec t i ve  Senator i  a1 D i s t r i c t s ,  unless however, 

t h e  m a j o r i t y  o f  t he  Members o f  t he  respec t i ve  Senator ia l  Delegat ion 

agrees t o  a  sum less  than  t h e  one-eight share o f  t h a t  p a r t i c u l a r  

drawdown o r  l e s s  than t h e  s i x t e e n  percent  (16%) o f  any drawdowns i n  

excess o f  $126 m i l  1  i on .  

"10503. ..-.--- Covenant - -.--- Funds; -- - ---- A p p r y r i a t i o n s .  - -- -.---- ---- Pursuant t o  a  g r a n t  

pledge agreement between t h e  ~ o m k n w a l t h  and DOI, o r  any successor 

t o  DOI, w i  t h  respect  t o  Covenant Funds, such pledged Covenant Funds 
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s h a l l  be t rans fer red,  as  received, t o  t h e  Covenant Funds Trustee 

f o r  depos i t  i n  t h e  respec t i ve  P a r i t y  L o t  Sub-Account o f  t h e  T r u s t  

Account, on t h e  dates and i n  t h e  amounts scheduled i n  such g ran t  

pledge agreemnt.  The r e c e i p t  o f  such funds i n t o  t h e  T r u s t  Account 

s h a l l  c o n s t i t u t e  an a c t  of app rop r ia t i on  b y  t h e  L e g i s l a t u r e  and 

s h a l l  enable t h e  funds t o  be expended as s e t  f o r t h  i n  Sect ion 10504. 

Re1 ease o f  Covenant Funds. CDA i s  hereby author ized "10504 -.----------.--.----------.-- 

t o  d i r e c t  t h e  Covenant Funds Trustee t o  pay and t h e  Covenant Funds 

Trustee s h a l l  pay i n  accordance w i  t h  such d i  rec t i on ,  amounts, o r  

i n t e r e s t  earned therefrom, i n  P a r i t y  L o t  Sub-Accounts o f  t h e  T r u s t  

Account received pursuant t o  g ran t  pledge agreements over  t o  t h e  

Bond Trustee i n  accordance w i t h  t h e  P r o j e c t  Ser ies des ignat ion  o r  

o the r  CDA f i nanc ing  docments w i t h  respect  t o  such P r o j e c t  Ser ies  

Bonds i n  o rde r  t o  make payments o f ,  o r  t o  prov ide  f o r  t h e  payment 

of, t h e  p r i n c i p a l  , i n t e r e s t  and redemption premium, i f  any, w i t h  

respect  t o  t h e  r e l a t e d  P r o j e c t  Ser ies Bonds o f  a P a r i t y  Lot .  

"10505. -------------- Exclus ive Use. Covenant Funds i n  t h e  P a r i t y  L o t  

Sub-Accounts o f  t h e  T r u s t  Account, o r  i n t e r e s t  earned therefrom, 

may o n l y  be used t o  pay o r  p rov ide  f o r  t h e  payment o f  p r i n c i p a l  , 
premium and i n t e r e s t  on Bonds t h e  proceeds o f  which a r e  requ i red  

b y  t h e  Indenture of- T r u s t  t o  be expended respect ing  CIP Pro jec ts  

i n  accordance t o  Sect ion 10502. 

"10506. Lapse o f  T r u s t  Account Funds. If, f o r  any reason 
L- -------------------------- 

whatsoever, Covenant Funds, o r  i n t e r e s t  earned therefrom, a r e  no 

longer  needed t o  secure, o r  t o  make, p r i n c i p a l  o r  i n t e r e s t  payments 
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t o  Bondholders, then, w i t h i n  60 days a f t e r  such determinat ion  b y  

CDA and t h e  Bond Trustee, CDA s h a l l  i n fo rm t h e  L e g i s l a t u r e  by  j o i n t  

l e t t e r  t o  t h e  Chairman o f  t h e  House o f  Representat ives Committee on 

Appropr iat ions and t h e  Chairman o f  t h e  Senate Committee on F isca l  

A f f a i r s ,  t h a t  Covenant Funds being he1 d  i n  t h e  T r u s t  Account a r e  

now a v a i l a b l e  f o r  use on t h e i r  C I P  Pro jec ts  as may be author ized 

o r  appropr iated f o r  b y  t h e  Leg is la ture .  

"10507. Investment of Funds i n  P a r i t x L o t  Sub-Accounts. The ..-----.----.--------,--.--,------ --.---.- ---------.--- 

Covenant Funds Trustee i s  author ized t o  i n v e s t  and r e i n v e s t  amounts 

i n  P a r i t y  L o t  Sub-Accounts o f  t h e  T rus t  Account as al lowed b y  law 

and as d i  rected b y  CDA. 

"10508. ..---- Rev01 -.---. v i  n g  ------,---, Fund Proceeds --L---.-- Use. Loan Agreement 

repayments made b y  an autonornus p u b l i c  agency s h a l l  be deposi ted 

on ly  i n t o  t h e  Revolving Fund f o r  f i .nancing of add i t i ona l  revenue 

and non-revenue producing p r o j e c t s  c a p i t a l  improvement p r o j e c t s  as- 

a re  approved pursuant t o  House J o i n t  Reso lu t ion  No. 5-12, S.D.l, 

as amended, by  t h e  a f f i r m a t i v e  vote o f  a  m a j o r i t y  o f  t h e  

l e g i  s l  a  t i v e  members represent ing t h e  respect ive  sena to r ia l  d i  s t r i c t  

i n  which such C I P  P ro jec t  i s  located." 

Sect ion 4. _S_v,e_~-a_b,iJi. If any p r o v i s i o n  o f  t h i s  Act, o r  t h e  

a p p l i c a t i o n  o f  any such p r o v i s i o n  o r  any person o r  circumstance, s h a l l  be 

h e l d  i n v a l i d  by a  c o u r t  o f  competent j u r i s d i c t i o n ,  t h e  remainder o f  t h i s  

Act, o r  t h e  a p p l i c a t i o n  o f  such p r o v i s i o n  t o  persons o r  circumstances 

o t h e r  than those t o  which i t  i s  he ld  i n v a l i d ,  s h a l l  n o t  be a f f e c t e d  

thereby. 
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Sec t ion  5. -- E f f e c t i v e  ----- -------- Date. Th is  Act s h a l l  take e f f e c t  upon i t s  

approval b y  t h e  Governor, o r  upon i t s  becoming law w i thou t  such approval.  

ATTEST : 

House Clerk 

Governor 
Commnweal t h o f  t he  Northern Ma r i a n a  I s 1  a nds 
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