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In order to survive the economic downturn caused by the novel coronavirus outbreak,
many businesses are finding it necessary to scale back operations including,
unfortunately, reducing their work forces. However, NMIAC § 80-20.1-240 is hindering
businesses ability to immediately and flexibly reduce their work forces in order to survive
the present economic downturn; many businesses do not have 60 or 30 days of lead time
before they must downsize, and such downsizing is necessary just for the survival of the
business until the disruptive economic effects of the novel coronavirus outbreak dissipate.

The emergency amendment serves the public interest. Immediately amending NMIAC §
80-20.1-240 to eliminate sub-sections (c) and (d) for the duration of the term of this
emergency regulation will provide businesses the ability to immediately and flexibly
respond to the sharp, but hopefully temporary, downturn in the economy caused by the
novel coronavirus outbreak.

THE TERMS AND SUBSTANCE: The Emergency Regulation will amend NMIAC § 80-
20.1-240 to eliminate sub-sections (c) and (d) for the duration of the term of this
emergency regulation, that is, for a term of 120 days unless withdrawn earlier.

NMIAC § 80-20.1-240(c) of the Northern Mariana Islands Administrative Code states that
“Ib]efore commencement of a reduction of force, an employer shall give at least 60 days
written notice to the Department [of Labor] and at least 30 days notice to each affected
employee on the standard form provided by the Department.”

NMIAC § 80-20.1-240(d) of the Northern Mariana Islands Administrative Code states that
“[tlhe effective date of a reduction in force is a date at least 30 days after the employees
to be laid off have received notice of termination due to reduction in force, downsizing, or
closure of the business.”

Amending NMIAC § 80-20.1-240 to eliminate sub-sections (¢) and (d) for the duration of
the term of this emergency regulation will provide businesses the ability to immediately
and flexibly respond to the sharp, but hopefully temporary, downturn in the economy
caused by novel coronavirus outbreak. The amendment will do this by allowing for a
business to immediately reduce its workforce. Such an immediate reduction may be the
difference between insolvency and survival of the business. The amendment will not
affect the rest of the regulation and its provisions protecting U.S citizen, CNMI permanent
residents and U.S permanent residents.

DIRECTIONS FOR FILING AND PUBLICATION: The Secretary of Labor will take
appropriate measures to make these Emergency Regulations known to the persons who
may be affected by them. (1 CMC § 9105(b)(2)).

The attached Emergency Regulations are approved by the Secretary of Labor on the
date listed below.
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the employees of their rights and responsibilities in connection with the lay-off, and to answer their
questions.

(f) The employer shall layoff foreign national workers, transitional workers, and nonimmigrant
aliens before laying off citizens, CNMI permanent residents, and U.S. permanent residents in the
same O*NET job classification or any O*NET job classification with lesser requirements except
as agreed with the Department or in the event a job in a lesser O*NET classification is refused.
The employer may lay off aliens in any order except that the employer shall lay off aliens other
than citizens of the freely associated states before laying off citizens of the freely associated states
in the same O*NET job classification or any O*NET job classification with lesser requirements
except as agreed with the Department or in the event a job in a lesser O*NET classification is
refused.

(g) The employer shall cooperate with the Department by providing documentation as necessary
to allow the Department to account for all of the laid off employees. The Department may conduct
an investigation related to lay-offs in the event foreign national workers, transitional workers, or
nonimmigrant aliens remain employed by the employer. Nothing in this section shall be construed
to limit the right of employees to file meritorious complaints against an employer for violations of
the Commonwealth Employment Act of 2007, as amended, the Minimum Wage and Hour Act, as
amended, the WARN Act, or this subchapter, related to the lay-off.

COMMONWEALTH REGISTER VOLUME 42 NUMBERDZ FEBRUARY 28, 2020 PAGE 043223















(b) Every lease shall be properly documented via a written lease agreement and such other
documents deemed necessary or appropriate by DPL to complete the transaction. All duly
executed lease agreements shall be recorded at the Commonwealth Recorder’s Office by the
party receiving an interest in Public Land in accordance with 2 CMC §4913. The Department
shall strictly enforce all terms of every lease requirement imposed as a condition of legislative
approval of a lease or lease extensions, if any. Leases for mining shall require appropriate
environmental impact study, damage mitigation plan, and restoration plan, an assessment on the
value of minerals to be mined, and any other studies required by law or DPL as a condition
precedent to possession. All costs including those for appraisals, surveys, topographical surveys,
geotechnical reports, studies, etc. whether required by the DPL or the Government shall be borne
by Applicant.

(c) Eligibility.

All Applicants must be current and in good standing with the Department of Finance Division of
Revenue and Taxation, all licensing and regulatory authorities, and with the DPL.

(1) Individuals - must be at least 18 years of age.

(2) Businesses - must be duly formed, in good standing and authorized to do business in their
jurisdiction of origin AND in the CNMI and must provide all documentation required by the
DPL to confirm such status.

(3) All Applicants must demonstrate credit worthiness, ability to pay rent, and ability to fund all
proposed development, and to comply with all the conditions and covenants of the lease
agreement to the satisfaction of the Secretary.

(d) Restrictions.

(1) It is DPL’s preference not to lease public lands where the proposed structures/facilities will
overlap boundaries of adjacent private lands.

(i) If necessary and in the best interest of DPL’s beneficiaries, the DPL may permit such
development provided that all such proposed development and construction of facilities that will
occupy both private and public lands shall be performed in a manner to facilitate and simplify
segregation of improvements on the public lands from those on adjacent private lands upon
expiration or termination of the lease. Alternatively, a land trust consisting of the private lands
and public lands may be formed with the DPL as trustee, or the fee simple title to the private
lands may be assigned to DPL, at Lessee’s expense. For the avoidance of doubt, such permitted
improvements shall be designed and constructed to be free and independent from private land
improvements so that upon expiration or termination of the Lease, when the DPL takes
possession of the improvements, such improvements and DPL’s (or its designee’s) operation
thereof shall not be dependent upon adjacent private lands. This restriction shall not apply if the
fee simple interest in the private lands is assigned or transferred to the DPL as described herein.

(i) Before commencement of construction or development, Lessee shall be required to place on
deposit with DPL the amounts necessary to perform such segregation at the expiration or
termination of the lease, as estimated by an engineer selected by DPL and periodically deposit
additional amounts to adjust upward for general inflation.

(2) Notwithstanding the foregoing, for minor developments such as parking structures attached to
adjacent improvements, if such improvements will be of little value to the DPL, the Secretary
may waive the obligations set forth in subsection 1 above if the Applicant places on deposit
concurrent with the execution of the lease the projected cost of demolition and removal of
improvements, and restoration of leased premises.
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§ 145-70-105 Procedures for Issuing Leases, Extensions, and Renewals
(a) The DPL will deal only with the Principals of the Applicant.

(b) DPL shall satisfy its fiduciary duties by taking the following steps towards entering into new
leases, extensions, or renewals:

(1) Properties not under lease — DPL shall select proposals that provide DPL the greatest revenue
over the course of the lease term. All leases must be aligned with DPL’s land use plan. In all
instances, the DPL shall negotiate lease terms most favorable to its beneficiaries.

(i) Unsolicited Proposals — If the DPL receives a proposal or application to lease Public Land, it
shall upon conclusion of negotiations (if any), publish a Notice of Proposed Lease of Public Land
in accordance with Public Law 15-2 and these regulations, to determine if there are other
interested parties, and consider public comments. If a second or other proposals are received
during the notice period, the DPL may either select the most beneficial proposal or issue an RFP.

(ii) Solicited Proposals — If the DPL solicits proposals to lease specific parcels or tracts of Public
Lands and two or more proposals are received by the DPL, DPL may select the most beneficial
proposal. If only one proposal is received the DPL may award the sole Applicant, re-issue the
Request for Proposal, or reserve the relevant parcels for future disposition.

(2) Properties under lease — if a current Lessee is interested in re-leasing, extending, or renewing its
lease, DPL shall:

(i) Thoroughly review the performance of the lessee to determine if re-leasing or extending the lease
is in the best interest of its beneficiaries.

(ii) Issue a Notice of Proposed Lease of Public Lands in accordance with 1 CMC § 2807 up to four
years prior to expiration, but only if an extension or renewal of the existing lease is determined
to be in the best interest of DPL and its beneficiaries, and no other firm has indicated an interest
to lease affected parcel.

(iii) If additional proposals are received in response to such Notice, or if DPL has knowledge of one
or more additional interested parties, DPL shall issue an open RFP at least two years prior to the
expiration of the existing lease if in DPL’s judgment the second proposal is in the best interest
of DPL and is significantly advantageous to the proposal of the existing lessee.

(iv) If a competing proposal does not materially enhance the existing lessee’s proposal, operations,
or otherwise project to materially increase the revenue to DPL, and lessee has satisfied all the
covenants and conditions of its existing lease, it is DPL’s preference to renew the lease with the
current lessee with lease payments comparable to that proposed or implied by the best competing
proposal, but in no case shall DPL accept lease rent less than what was established in any
preceding period.

(v) Ifacurrent lessee does not intend on re-leasing, extending, or renewing, DPL shall issue an open
RFP at least two years prior to the expiration of the existing lease.

§ 145-70-110 Lease Agreement Requirements

DPL shall include in lease agreements provisions typical of commercial practices. All public land
leases are on a “triple net” basis “as is where is”. All leases shall conform to the following:
provisions:

(a) Legal Description of the property (ies) subjected to the lease.

(b) Purpose — a detailed description of the intended development and operations.
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(¢) Term — the effective date and duration of the lease shall not exceed 40 years. Note: Upon
expiration of the term, the property including all improvements shall revert to DPL for renewal,
extension, or re-leasing to the highest best bidder as determined by these regulations in
accordance with CNMI law.

(d) Fees, Security Deposit, Costs.

(1) Prior to the preparation of any lease or supporting document, the Applicant shall deposit an
administrative processing fee equal to the greater of $2,500, or 0.25% of the estimated value of
the subject property, not to exceed $100,000.

(2) Prior to any lease approval, lessee must deposit at least 5% of the total cost of the proposed
project to which the lease pertains. These funds will be held by the DPL to secure construction
start up, and remediation costs. However, for large projects that certified engineers estimate will
require more than two years to construct and will be constructed in phases, lessee shall deposit
5% of each phase, or an amount mutually agreeable to both parties prior to construction
commencement (for clarity, 5% prior to the commencement of each subsequent phase). Provided,
however, that each phase is constructed in a manner that allows for the facility within each phase
to be operatable independent of other phases. DPL may seek the assistance of the Department of
Public Works to certify each phase complete.

(3) The security deposit requirement shall also apply to lease extensions or renewals where one or
more key factors for approval is lessee’s proposal to further develop the property it currently
occupies.

(4) Upon execution of a lease for public lands, lessee shall deposit as security $250,000 that shall be
maintained for the duration of the lease term. Funds remaining on account with the DPL after the
completion of the proposed development in excess of $250,000 shall be released to lessee upon
completion of the project development. Remaining funds shall be retained as security, and
Lessee shall be obligated to maintain a constant balance for the term of the lease.

(5) Funds shall forfeit to DPL should the project be cancelled or start date delayed more than one
year from the execution of the lease. Mere ceremonious commencement (i.e. groundbreaking or
ribbon cutting without materially beginning and continuing construction) will not avoid
forfeiture.

(6) All costs related to the lease including underwriting, leasehold fee simples, surveys,
topographical surveys consolidations, excavation, studies, recordings, etc shall be borne by
Applicant or Lessee. In the event of Lessee’s failure to perform any obligation under a lease,
DPL may (but shall not be obligated to) expend funds held in Lessee’s account (including
security deposits) to satisfy such obligation to the extent feasible (e.g. To procure surveys,
appraisals, or insurance).

(e) Rental Rates. ‘
Rent derived from public lands shall be based on the value of the property, and actually computed
and collected on that basis; provided, that the DPL shall, within the limits set by fiduciary duty
and the provisions of Public Law 15-2 and 20-84, have discretion in negotiating basic rents and
additional rents upward taking into account changing economic conditions and other relevant
trends and factors including other land transactions deemed substantially similar to the proposed
lease. For the avoidance of doubt the Secretary of DPL may determine that a property’s true
value is greater (but not less than) an appraised value determined by independent appraisal.

(1) New Leases — shall include new leases, and renewals.

(2) Basic Rent shall be based on the value of the fee simple title to the property. It is the policy of
DPL to collect at least 5% of a property’s value each year for the term of the lease as base rent.
DPL may cap the base rent at $4 million for a large development project that will require more
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§ 70-40.1-225 Example 6; Special Licenses

(@  Mrs. Bar has applied for and was issued a business license to operate a night club. Since
the operation of a night club normally include the sale of alcoholic beverages, Mrs. Bar would be
required to obtain a special license (ABC license) to sell alcoholic beverages in addition to the
business license issued by the Department of Finance.
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Received by: "ﬁ%\—" Date: QQJ ! d")QOQ'O

Mathilda A. Rosario
Special Assistant for Administration

Filed and Recorded by: /L{-c{jm Date: P2 2 11! - 000
Esther SN. Nesbitt
Commonwealth Registrar

I certify, pursuant to 1 CMC § 2153(e) and 1 CMC § 9104(a)(3), that I have reviewed and

appro//these regulations as to form and legal sufficiency.
Uorsittiberctn Dae: R/18/ %24

E~dward Manibusan
Attorney General
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Sekritariun Finansiat

Rinisibi as: /—9 GZJ IQJQO?LO
Mathilda A. Rosario Fetcha
Ispisiat Na Ayudanti Para Atministrasion

Pine’lu yan Pt 6]: ,

Ninota as: A ﬂ 83-2 ‘1[- 02D
Esther SN. Nesbitt Fetcha
Rehistran Commonwealth

Hu settifikao, sigun para 1 CMC § 2153(e) yan 1 CMC 91 04(a)(3), na hu ribisa yan aprueba esti
regulasion siha kumu para fotma yan ligat na sufisienti.

W‘é" Fetcha: 7/ 3/ 2q

Edward Manibusan
Abugadu Henerat
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Ammwelil: Q/L\, QLQWH’ Risl: OX - 2‘}-2{115

Esther SN. Nesbitt
Commonwealth REgiStQ#/‘/

I alughultgh, sangi 1 CMC § 2153(e) me 1 CMC §9104(a)(3), bwe I ya takkal amwuri fischiiy me aa
atirow mwoghutughut kkal bwe aa ffil reel ffééral me legal sufficiency.

Eélward Manibusan
Soulemelemil Allégh Lapalap
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SUBCHAPTER 70-40.6
REVENUE AND TAXATION REGULATIONS

Part 001 General Provisions

§ 70-40.6-001 Authority

§ 70-40.6-005 Purpose and Scope

§ 70-40.6-010 Organization

§ 70-40.6-015 Function

§ 70-40.6-020 Rota and Tinian District Offices
§ 70-40.6-025 Regulations Superseded

§ 70-40.6-030 Definitions

§ 70-40.6-035 Other Definitions

§ 70-40.6-040 PL 10-73 Educational Tax Credit

Part 100 Wages and Salary Tax

§ 70-40.6-101 Wages and Salaries

§ 70-40.6-105 Sources Within the Commonwealth

§ 70-40.6-110 Withholding; Withholding Tables

§ 70-40.6-115 Withholding; Non-refundable Credit

§ 70-40.6-120 Wage and Salary Tax Withholding; Time For Tax Payment
§ 70-40.6-125 Quarterly Withholding Return, Form OS-3705

§ 70-40.6-130 Annual Wage and Tax Statement

§ 70-40.6-135 Annual Reconciliation of Employer’s Income Tax Quarterly Withholding
§ 70-40.6-140 Employee’s Annual Wage and Salary Tax Return

§ 70-40.6-145 Effective Date

Part 200 Earnings Tax

§ 70-40.6-201 Earnings

§ 70-40.6-205 [Reserved.]

§ 70-40.6-210 [Reserved.]

§ 70-40.6-215 Non-refundable Credit

§ 70-40.6-220 Payment

§ 70-40.6-225 Reporting Requirements

§ 70-40.6-230 Calculation of Wage and Salary Tax and Earnings Tax

Subchapter Authority: 1 CMC §§ 2553 and 2557; PL 14-35 §3 (§ 1104) (to be codified at 4 CMC § 1104); 4 CMC §§
1701(c); PL 14-35 § 4 (§ 1820) (to be codified at 4 CMC § 1820); PL 14-35 § 4 (§ 2001) (to be codified at 4 CMC §
1901).

Subchapter History: Amdts Adopted 26 Com. Reg. 22193 (Mar. 23, 2004); Amdts Emergency and Proposed 25 Com.
Reg. 21452 (Nov. 17, 2003) (effective for 120 days from December 1, 2003); Amdts Adopted 25 Com. Reg. 20107
{Apr. 30, 2003) (repealing and reenacting part 1400); Amdts Proposed 24 Com. Reg. 19746 (Nov. 27, 2002); Amdts
Emergency and Proposed 24 Com. Reg. 19858 (Dec. 27, 2002) (effective for 120 days from Dec. 2, 2002); Amdts
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Emergency and Proposed 24 Com. Reg. 19831 (Nov. 27, 2002) (effective for 120 days from Nov. 27, 2002); Amdts
Adopted 20 Com. Reg. 15890 (Apr. 15, 1998); Amdts Emergency and Proposed 20 Com. Reg. 15822 (Feb. 15, 1998)
(effective for 120 days from Feb. 3, 1998); Amdts Adopted 18 Com. Reg. 14076 (Apr. 15, 1996); Amdts Proposed 18
Com. Reg. 14002 (Feb. 15, 1996); Amdts Adopted 18 Com. Reg. 14031 (Feb. 15, 1996); Amdts Emergency and
Proposed 17 Com. Reg. 13850 (Dec. 15, 1995) (effective for 120 days from Nov. 27, 1995); Adopted 17 Com. Reg.
13539 (June 15, 1995) (superseding all rules and regulations issued prior to adoption); Proposed 17 Com. Reg. 13086
(Apr. 15, 1995).

Commission Comment: The 1995 “Revenue and Taxation Regulations No. 2200,” superseded all rules and regulations
issued by the Department of Finance published prior to adoption of the 1995 regulations that pertained to taxes, fees,
and other laws administered by the Division of Revenue and Taxation. See Revenue and Taxation Regulations No.
2200 § 2200.6, 17 Com. Reg. at 13096 (Apr. 15, 1995), codified at § 70-40.6-025. The 1995 regulations, as amended,
are codified in this subchapter. The previous history of the Revenue and Taxation Regulations is discussed in this
comment.

1 CMC § 2551 creates the Department of Finance within the Commonwealth government. 1 CMC § 2553 authorizes
the Department, among other things, to collect and deposit all local revenues from any source, including taxes, custom
duties and license fees. The Department is authorized to adopt rules and regulations regarding those matters within its
jurisdiction. See 1 CMC § 2557. 1 CMC § 2571 establishes the Division of Revenue and Taxation, headed by a Chief
(now the Director) with supervision over all matters concerning revenue and taxation on a day-to-day basis.

Title 4, division 1 of the Commonwealth Code, 4 CMC §§ 1101-1991, as amended by PL 14-35 (effective Oct. 12,
2004), contains the revenue and taxation laws applicable in the Commonwealth. PL 3-11, the “Revenue and Taxation
Act of 1982” took effect, with some exceptions on June 1, 1982. PL 9-22 (effective retroactively January 1, 1995),
codified in part as amended at 4 CMC §§ 1201-1717, a comprehensive tax reform measure, repealed and reenacted
most of PL 3-11. See the comment to 4 CMC § 1101.

PL 14-35 (effective Oct. 12, 2004) repealed and reenacted 4 CMC §§ 1103-1106, 4 CMC division 1, chapter 8 and 4
CMC division 1, chapter 9. PL 14-35 § 4 (§ 1820), to be codified at 4 CMC § 1820, grants the Secretary of Finance
authority to prescribe adopt regulations issued under the U.S. Internal Revenue Code necessary for the proper
administration and enforcement of Commonwealth tax laws. PL 14-35 § 4 (§ 2001), to be codified at 4 CMC § 1901,
grants the Secretary of Finance broad authority to prescribe necessary rules and regulations to implement the CNMI
tax laws.

4 CMC §§ 1503-1510 govern the licensing and use of amusement machines in the Commonwealth, 4 CMC § 1507
directs the Secretary of Finance to promulgate rules and regulations regarding amusement machines.

PL 12-45 (effective Apr. 20, 2001), codified as amended by PL 13-15 (effective July 1, 2002) and PL 14-10 (effective
May 28, 2004) at 3 CMC §§ 2171-2175, provides the authority for the March 2004 amendments to this subchapter.
See PL 13-15 § 2(J), 3 CMC § 2171(j). The March 2004 amendments are codified at part 1600 of this subchapter.

History of the Revenue and Taxation Regulations:

The Department of Finance, Division of Revenue and Taxation promulgated Administrative Regulations No. 3901
and Revenue Regulations No. 5901 in 1980. The history of these regulations is as follows:

Amdts Emergency 3 Com. Reg. 1240 (May 20, 1981) (effective retroactively for the 1980 tax year); Adopted 2 Com.
Reg. 816 (Mar. 16, 1980); Emergency 2 Com. Reg. 793 (Mar. 16, 1980); Proposed 2 Com. Reg. 476 (Feb. 16, 1980);
Adopted 2 Com. Reg. 794 (Mar. 16, 1980); Emergency 2 Com. Reg. 792 (Mar. 16, 1990); Proposed 2 Com. Reg. 453
(Jan. 16, 1980).

The 1980 Revenue Regulations and the 1980 Administrative Regulations stated: “These regulations shall be effective
retroactive to January 1, 1979.” See 2 Com. Reg. at 815 (Mar. 16, 1980); 2 Com. Reg. at 833 (Mar. 16, 1980).

In March 1983, the Division of Revenue and Taxation promulgated Revenue and Taxation Regulations No. 8301,
which superseded all rules and regulations prior to January 31, 1983, including Administrative Regulations No. 3901
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and Revenue Regulations No. 5901. See 5 Com. Reg. at 1809-1810 (Feb. 28, 1983). Revenue and Taxation
Regulations No. 8301 remained in effect, as amended, until February 1992. The history of Revenue and Taxation
Regulations No. 8301 is as follows:

Emergency 13 Com. Reg. 8277 (Nov. 15, 1991) (effective for 120 days from Oct. 22, 1991) (adopting Mar. 31, 1983
Revenue and Taxation Regulations and all subsequent amendments as emergency regulations); Amdts Adopted 13
Com. Reg. 7642 (Feb. 15, 1991); Amdts Proposed 13 Com. Reg. 7566 (Jan 15, 1991); Amdts Emergency and Proposed
12 Com. Reg. 7514 (Dec. 15, 1990) (effective for 120 days from Nov. 30, 1990);** Amdts Adopted 12 Com. Reg.
6890 (Apr. 15, 1990); Amdts Proposed 12 Com. Reg. 6838 (Mar. 15, 1990); Amdts Adopted 12 Com. Reg. 6898 (Apr.
15, 1990); Amdts Proposed 12 Com. Reg. 6857 (Mar. 15, 1990); Amdts Emergency 12 Com. Reg. 6790 (Jan. 15,
1990) (effective for 120 days from Dec. 29, 1989); Amdts Emergency 12 Com. Reg. 6785 (Jan. 15, 1990) (effective
for 120 days from Dec. 22, 1989); Amdts Adopted 11 Com. Reg. 6270 (June 15, 1989); Amdts Proposed 11 Com.
Reg. 6189 (May 15, 1989); Amdts Emergency 11 Com. Reg. 6169 (May 15, 1989) (effective for 120 days from May
15, 1989); Amdts Adopted 10 Com. Reg. 5714 (Oct. 15, 1988); Amdts Proposed 10 Com. Reg. 5700 (Sept. 15, 1988);
Amdts Adopted 9 Com. Reg. 5292 (Dec. 15, 1987); Amdts Proposed 9 Com. Reg. 5285 (Nov. 15, 1987); Amdts
Adopted 9 Com. Reg. 5250 (Oct. 15, 1987); Amdts Proposed 9 Com. Reg. 5239 (Sept. 15, 1987); Amdts Proposed 8
Com. Reg. 4701 (Oct. 22, 1986);** Amdts Adopted 8 Com. Reg. 4346 (June 3, 1986); Amdts Emergency 8 Com.
Reg. 4335 (Apr. 18, 1986) (effective for 120 days from Apr. 7, 1986); Amdts Proposed 8 Com. Reg. 4225 (Apr. 18,
1986); Amdts Adopted 8 Com. Reg. 4344 (June 3, 1986); Amdts Emergency 8 Com. Reg. 4333 (Apr. 18, 1986)
(effective for 120 days from Apr. 4, 1986); Amdts Proposed 8 Com. Reg. 4222 (Apr. 18, 1986); Amdts Adopted 8
Com. Reg. 4205 (Feb. 17, 1986); Amdts Emergency and Proposed 8 Com. Reg. 4198 (Jan. 17, 1986) (effective for
120 days from Jan. 2, 1986); Amdts Adopted 7 Com. Reg. 3610 (May 21, 1985);* Amdts Proposed 7 Com. Reg. 3548
(Apr. 16, 1985); Amdts Proposed 7 Com. Reg. 3445 (Feb. 15, 1985);* Correction Adopted 8 Com. Reg. 4203 (Jan.
17, 1986); Amdts Adopted 6 Com. Reg. 2989 (July 16, 1984); Amdts Proposed 6 Com. Reg. 2867 (June 15, 1984),
Amdts Adopted 6 Com. Reg. 2865 (June 15, 1984); Amdts Proposed 6 Com. Reg. 2793 (Mary 15, 1984); Public
Notice 6 Com. Reg. 3354 (Nov. 15, 1984) (notification that March 1984 amendments will not be adopted); Amdts
Proposed 6 Com. Reg. 2626 (Mar. 15, 1984); Amdts Adopted 6 Com. Reg. 2622 (Mar. 15, 1984); Amdts Emergency
and Proposed 6 Com. Reg. 2579 (Feb. 15, 1984) (effective for 120 days from Feb. 15, 1984); Adopted 5 Com. Reg.
1959 (Mar. 31, 1983) (superseding all rules and regulations prior to Jan. 31, 1983); Emergency and Proposed 5 Com.
Reg. 1794 (Feb. 28, 1983) (effective for 120 days from Feb. 4, 1983); Emergency 4 Com. Reg. 1617 (Oct. 15, 1982)
(effective for 120 days from Sept. 30, 1982) (superseding all rules and regulations prior to June 1, 1982);

*The February 1985 proposed amendments were repealed without adoption. See 7 Com. Reg. at 3611 (May 21, 1985).
~The May 1985 amendments stated: “The effective date of this regulation shall be January 1, 1985.” See 7 Com. Reg.
at 3569 (Apr. 16, 1985).

**Notices of adoption for the October 1986 and December 1990 amendments were never published.

The Division proposed completely revised Revenue and Taxation Regulations No. 1200 in February 1992 and adopted
the revised regulations on April 15, 1992. The 1992 regulations superseded all rules and regulations published prior
to November 15, 1991 including Revenue and Taxation Regulations No. 8301 and all amendments thereto. See 14
Com. Reg. at 8789 (Feb. 15, 1992). The history of the 1992 Revenue and Taxation Regulations No. 1200 is as follows:

Adopted 14 Com. Reg. 9190 (Apr. 15, 1992) (superseding all rules and regulations published prior to Nov. 15, 1991);
Emergency 14 Com. Reg. 8934 (Mar. 15, 1992) (effective for 120 days from Feb. 18, 1992); Proposed 14 Com. Reg.
8780 (Feb. 15, 1992).

The notice of adoption for the April 1992 regulations stated: “The Department of Finance withdraws Emergency
Revenue and Taxation Regulations No. 9100 (effective February 18, 1992) at the time that Revenue and Taxation
Regulations No. 1200 become effective.”

Revenue and Taxation Regulations No. 1200 remained in effect until June 1995, when the Division promulgated
completely revised Revenue and Taxation Regulations No. 2200, codified in this subchapter.

On July 22, 1985 the Division proposed Rules and Regulations for the Taxation of Foreign Sales Corporations. See 7

Com. Reg. 3841 (July 22, 1985). A notice of adoption for the 1985 Foreign Sales Corporations Regulations was never
published.
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The notice of adoption for the 1995 regulations changed the proposed language of subsection (b). The 1996
amendments deleted and replaced this section in its entirety with numerous amendments. The 1998 amendments added
new subsection (d) and amended subsections (a), (b)(1) and (c).

§ 70-40.6-120 Wage and Salary Tax Withholding; Time For Tax Payment

€)] Employer. Every employer required to withhold tax on compensation under chapter 2
and/or chapter 7 of 4 CMC must make a deposit of the taxes withheld as provided for under
subsections (a)(1), (a)(2) and (a)(3) below. These deposits shall be made to the Division of
Revenue and Taxation on Saipan or the Tinian and Rota District Offices. Payment deposit form
500-WH shall be used when paying taxes for both 4 CMC chapter 2 (wages and salary tax) and 4
CMC chapter 7 (NMTIT).

(1)(i) If the cumulative amount of chapter 2 and chapter 7 tax actually withheld equals or exceeds
$3,000.00, the withholding tax shall be deposited within 3 working days after the accumulated
amount reaches $3,000.00 or more. However, if the $3,000.00 in cumulative withholding taxes
were met as a result of overlapping into the first month of the succeeding quarter, a separate deposit
form 500-WH must be made which segregates taxes withheld up to the end of the last month of
the quarter. The balance of the withheld taxes must be deposited at the same time and shall be
credited to the succeeding quarter’s return.

(ii) Example No. 1: Taxpayer P has 150 employees, each of whom has $20.00 in withholding
taxes on a biweekly payroll period. Thus, for each payroll period, the total withholding tax of
taxpayer P is equal to $3,000.

Payroll Period Withholding Amount
Month #1, Payroll Period #1 $3,000.00
Month #1, Payroll Period #2 $3.000.00
$6,000.00
Month #2, Payroll Period #1 $3,000.00
Month #2, Payroll Period #2 $3.000.00
$6,000.00
Month #3, Payroll Period #1 $3,000.00
Month #3, Payroll Period #2 $3.000.00
$6,000.00

Since the withholding tax in the first payroll period equals $3,000.00, taxpayer P must make a
deposit within 3 working days after the first payday and 3 working days after each payday for all
subsequent paydays.

(2)(i) If the cumulative amount of chapter 2 and chapter 7 tax actually withheld is less than
$3,000.00 but at least $500.00 at the end of any given month, the withholding taxes must be
deposited within fifteen days after the end of the month in which the taxes were withheld. The
deposits for the first and second months of the quarter shall be made on or before the fifteenth day
after the end of the month in which the taxes were withheld. The deposit for the third month may
be paid with form OS-3705, employers quarterly tax return, as provided in § 70-40.6-125(a) of
this subchapter and on or before the due date of the quarterly returns as specified in § 70-40.6-
125(a) of this subchapter.
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(i) Example No. 2: Taxpayer Q has 10 employees, each of whom has $50.00 in withholding
taxes for each month of the first quarter. Thus, for each payroll period, the total withholding tax
of taxpayer Q is equal to $500.00.

Payroll Period Withholding Amount
January $500.00
February $500.00
March $500.00

Since the monthly withholding in each month equals $500.00, taxpayer Q must make a monthly
deposit. The deposit for the first calendar month, January, must be made in the amount of $500.00
on or before February 15. The deposit for the second calendar month, February, must be made in
the amount of $500.00 on or before March 15. The deposit for the third calendar month, March,
may be paid with form OS-3705 on or before April 30.

(iii)  Example No. 3: Taxpayer R has 5 employees, each of whom has $20.00 in withholding
taxes in the first calendar month of the quarter. Thus, for the first calendar month, the total
withholding tax of taxpayer R is equal to $100.00. In the second month of the quarter taxpayer R
hires 20 additional employees, each of whom has $20.00 in withholding taxes. Thus, for the second
calendar month, the total withholding tax of taxpayer R is equal to $500.00.

Payroll Period Withholding Amount
January $100.00
February $500.00
March $500.00

Taxpayer R does not have to make a deposit on or before February 15 for withholding tax in
January since the withholding tax is less than $500.00. However, taxpayer R must make a deposit
in the amount of $600.00 for withholding for the first and second months on or before March 15.
The deposit for the third calendar month, March, may be paid with form OS-3705 on or before
April 30.

(3)(i) If the cumulative amount of chapter 2 and chapter 7 tax actually withheld is less than
$500.00 at the end of any calendar month, the employer is not required to make a monthly deposit.
Instead, the employer must pay the taxes with form OS-3705, employers quarterly tax return, on
or before the due dates of this return as provided in § 70-40.6-125(a) of this subchapter.

(ii) Example No. 4: Taxpayer S has 15 employees, each of whom has $10.00 in withholding
taxes. Thus, for each calendar month, the total withholding tax of taxpayer S is equal to $150.00.

Payroll Period Withholding Amount
Month #1 $150.00
Month #2 $150.00
Month #3 $150.00

Taxpayer S does not have to make monthly deposits since the monthly withholding is less than
$500.00. Instead, taxpayer S must pay the taxes with form OS-3705, employers quarterly tax
return, on or before the due dates of this return as provided in § 70-40.6-125(a) of this subchapter.
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(b) Earnings. “Earnings” means the following items, unless otherwise provided, that are not
derived in the course of carrying on a business as defined by 4 CMC § 1103(b) and-§-76-40-6-

030¢a)-of thissubehapter:

¢)) A gain as determined under § 1001 of the NMTIT received from the sale of personal
property, tangible or intangible, by a resident in the Commonwealth. For purposes of this
provision, the basis of such personal property may be determined under 4 CMC § 1703(c) subject
to the provisions of 4 CMC § 1703 and this subchapter;

) One-half of the gain as determined under § 1001 of the NMTIT received from the sale of
real property located in the Commonwealth. For purposes of this provision, the basis of such real
property may be determined under 4 CMC § 1703(c) subject to the provisions of 4 CMC § 1703
and this subchapter;

3) One-half of the net income received from leasing real property located in the
Commonwealth, including the assignment of any lease. For purposes of this provision, “net income
from leasing real property including the assignment of any lease” means the income less expenses
from the rental of real property. The expenses allowed as deductions in calculating the net leasing
income are only those allowable under the NMTIT;

©)] Gross winnings as defined by § 70-40.6-030(i) of this subchapter from any gaming, lottery,
raffle, or other gambling activity in the Commonwealth whether derived in the course of carrying
on a business or not derived in the course of carrying on a business. Gross winnings subject to the
earnings tax shall not include those exempt from the earnings tax by subsection (c)(9) of this
section;

5) Except as provided in 4 CMC § 1202(b)(6)(i)-(v) and subsection (c) of this section, all
other types of income that a resident individual must report in determining his NMTIT.

(c) “Earnings” does not include the following items:

€)) Income which is subject to the wage and salary tax of 4 CMC § 1201,

2) Wages and salaries received from the United States by active members of the Armed
Forces of the United States;

3) Reasonable per diem and travel allowances to the extent that they do not exceed any
comparable Commonwealth government rates;

“) Rental value of a home furnished to any employee or a reasonable rental allowance paid
to any employee to the extent the allowance is used by the employee to rent or provide a home;
(5) Any payment of medical or hospitalization expenses made by an employer or insurance
company to or on behalf of an employee or insured;

6) Payments made to or on behalf of an employee or to his beneficiary to or from a trust,
annuity, or retirement program. However, contributions made by an employer on behalf of an
employee to a qualified plan as provided in the NMTIT which exceed that allowed as elective
deferred compensation under the NMTIT shall not be excluded from the earnings tax.

@) Any payment in the form of a scholarship, fellowship, grant, stipend, or the like made to
any student while he is a full-time, bona fide student at an educational institution as defined by §
170(b)(1)(A)(ii) of the NMTIT: provided, however, that if the payment is made for services
rendered, the student must receive college credit(s) for the performance of the services and the
services must further the student’s education, curriculum, or course of study.

8 Any benefit payment from the United States, Trust Territorial, or Northern Marianas Social
Security Administration.
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