HOUSE LEGISLATIVE INITIATIVE 17-1

ENGLISH TRANSLATION

This legislative initiative amends Article X of the CNMI Constitution by adding a new section.
The new provision authorizes the Commonwealth o issue pension obligation bonds (POBs). A
POB is defined as a taxable bond issued by a state or local government that sponsors a pension
plan to:

(1) Pay a portion or all of a pension plan’s Unfunded Actuarial Accrued liability (UAAL)
which is the present value shortfall between the future benefit owed to employees and
the resources available to pay such benefits when due; and/or

(2) Pay a plan’s normal contributions (present value of benefits earned by current
employees).

Unlike regular bonds where the proceeds can be used by the state for a variety of reasons, a POB
can only be used for the purpose intended. Here, the legislature has found that as a result of the
judgment against the government owed to the Retirement Fund, ... it is necessary and proper to
resolve the [on-going litigation] by authorizing the issuance of pension obligation bonds to
generate revenues immediately which the Commonwealth can repay over time, as the bonds
mature, thus lessening the immediate fiscal impact on the Commonwealth.”

This proposed amendment allows the CNMI Government to issue a POB to aid in
funding the retirement fund. To issue a POB, the initiative provides that the CNMI Government
must first determine how much of the UAAL the government is looking to reduce. The
legislature limits the amount of the POB by stating it is not to exceed “the Commonwealth’s
actuarially determined unfunded accrued liability to the Retirement Fund.” Accordingly, this
initiative seeks to amend the Constitution to allow the CNMI to incur a debt by issuing a POB to
exceed 10% of the aggregate assessed valuation of the real property in the CNMI and to
authorize the debt to be incurred_for investment purposes. Next, the CNMI Government must
hire an investment bank (or a group of investment banks) who will try to sell the bond to
investors and once sold those bond proceeds will be provided to the Retirement Fund. The
Retirement Fund will then invest the proceeds along with their current invested assets with the
goal of earning a return on investments that is greater than the repayment interest rate or the

borrowing cost. The CNMI Government will then be responsible for making payments on the
bond.

PROS



1. This amendment allows the CNMI Government to borrow money to pay the NMIRF.
Putting money into the NMIRF would help make sure that the CNMI retirees in the
Defined Benefits Plan receive future benefits when due.

2. Currently, the CNMI Government owes the NMIRF approximately $300 million as of
2009, therefore by issuing a POB, there will not be an increase in debt. Rather the POB
is a way for the CNMI Government to refinance this existing debt.

3. The legislative initiative includes safeguards requiring the CNMI to first obtain an
expert/formal assessment as to whether the Government can afford to float a POB.

4. The POB can provide budgetary relief by stretching the debt over an extended period of
time and lowering current obligations.

CONS

1. The CNMI Government will have to put up collateral against the issuance of the bond.

2. The issuance of the bond does not get the CNMI out of debt but rather obligates the debt
to the POB investors. Therefore, POB payments will be made to off-island investors.

3. The CNMI might incur further “unfunded accrued liability” through legislative
actions of increasing benefits and through drops in the stock market.

4. The only limit on the amount of the debt that the CNMI might incur through the POBs is
the amount of the UAAL owed by the CNMI to the NMIRF. If the CNMI Government
fails to make necessary contributions in the future, that liability can increase. As well
other events could negatively impact the UAAL.

CHAMORRO TRANSLATION

Este na legislative initiative ha amenda i1 Attikulu X gi Konstitusion CNMI ni mana’yi nuebu na
seksiona. I nuebu na probension ha dturisa i Commonwealth para u laknos i pension obligation
bonds (POBs). 1 POB ha defina komu taxable bond ni malaknos ginen i state pat local
government ni ini-sponsor siha ni pension plan para:
(1) Apasi palu pat todu 1 pension plan’s Unfunded Actuarial Accrued liabity (UAAL) ni
prinisenta
1 balen 1 shortfall gi entalo' 1 mamamaila’ na benefisio ni madibi i emple'ao siha yan
i
resources ni guaha ni para u ma'apasi 1 benefisio siha ni manmadibi; yan/pat
(2) I naturat na planon apas kontribusion siha (gi prisente na presio gi benefisio siha ni
maganna ginen i prisente na emple'ao siha).

Achuk 1 regulat na bonds nai gaige 1 proceeds sifia manma'usa ginen i state para todu klasen
rason siha, i POB sifia manma'usa para 1 ma’intensiona na manera. Guini, i leyes

latura ha sodda' na komu 1 resutta ginen i huisio kontra i gobietnamento madibi guatu i Fondon
Ritiru, . . . ya nisisario yan propiu na para u masatba i [on-going litigation] ginen i ma’aturirisa i
issuance of pension obligation bonds para u fanrikohi ensigidas salappe’ siha ni i1



Commonwealth sifia ha ta’lon umapdési chaddek, komu i bonds mature, siempre i menus i
immediate fiscal impact gi Commonwealth.”

Este 1 mapropone na amendasion ha sedi i Gobietnamenton CNMI na para u laknos 1
POB para u inayuda gi fumondo i fondon ritiru. Para u laknos i POB, 1 initiative ha pribeniyi na i
Gobietnamenton CNMI debi na finene'na u detitmina kuanto gi i UAAL 1 gobietnamento ha
a'atan para u ribaha. I leyeslatura ha midi 1 kantida gi POB ni ha sidsangan na ti u inipos i
“Commonwealth actuarially ni ha detitmina 1 unfunded accrued liability para i Fondon Ritiru.”
Sigun, este na initiative ha aligao para u amenda 1 Konstitusion ni para u sedi 1 CNMI para u
incur 1 dibi ni para u laknos i POB ni para u inipos dies (10) pot siento gi aggregated assessed
valuation gi i real property gi halom i CNMI yan para u éturisa i dibi na para u incurred para i
hinangain investment siha. Otro, i Gobietnamenton CNMI debi na u fangonne' investment bank
(pat gurupon investment banks) anai sifia machagi mambende bond para i investors yan komu
mabende ayo todu na bond proceeds siempre prinibeniyi guatu gi Fondon Ritiru. I Fondon Ritiru
para u invest despues 1 proceeds yan 1 iyon-fitha current invested assets yan 1 diniseha gi ginana
gi despues 1 investment siha ni takkilo’fia ki ni 1 repayment interest rate pat 1 gaston inayao. I
Gobietnamenton CNMI para u responsapble na mafa’titinas i apas gi i bond.

Finabot
1. Este na amendasion ha sedi i Gobietnamenton CNMI para u ayao salappe’ ni para u
apasi 1
NMIRF. Para u manana’yi salappe’ hdlom gi NMIRF ya siempre inayuda siguru na i
CNMI na
ritirdo siha gi halom i1 Defined Benefits Plan u fanmanrisisibi benefisio yanggin
matto 1
tiempo.
2. Gi prisente, 1 Gobietnamenton CNMI ha didibi 1 NMIRF guaha tressientos(3) miyon
pesos
komu 1 2009 na sékkan, ayo guenao na i mand’in i POB, ayo na ti para u mahatsa i
dibi.

Enlugat i POB 1 manera para i Gobietnamenton CNMI na para u refinance este i
prisente na
dibi.
3. I legislative initiative ha na’sdonao i safeguards ni dinimanda i CNMI na para u henta

expert/formal assessment komu para pat i Gobietnamento sifia ha afford para u float 1
POB.
4. 1 POB sifia ha pribeniyi budgetary relief ni para u estira i dibi gi ma’ekstende na
tiempo yan
u na’takpapa’ 1 prisente na obligasion siha.



Kinentra

1. I Gobietnamenton CNMI debi na u na’huyong collateral gi para 1 malaknos i bond.
2. I malaknos 1 bond ti sifia ha na’huyong i CNMI gi dibi lao sifia ha obliga dibi ni para i
investors. Pues ayo na 1 apas i POB siha debi na u mafa’tinas para 1 off-island
investors.
3. I CNMI sifia gumuaha remedio para i “unfunded accrued liability” ni ginen 1 aksion 1
legislative ni ginen i mahétsan i benefisio siha yan ginen 1 tumunok 1 stock market.
4. Unu ha’ minidi gi kantidd gi dibi ni i CNMI sifa ha incur ginen 1 POB siha na kantida
gi UAAL ni
ha dibi ginen 1 CNMI para i NMIRF. Yanggin 1 Gobietnamenton CNMI ti ha
fa’tinas 1 nesisario
na kontribusion siha gi mamamaila’ na tiempo, ayo na i liability sifia mahatsa. Komu parehu
yan otro na manera siha ni sifia gumuaha negative impact 1 UAAL.

CAROLINIAN TRANSLATION

(1) Legislative initiative yeel ebwe siweli Article X mellol CNMI Allégh Lapalap ngare
re aschuulong talil ye e ff¢. Aweewe ye e ffé nge e ngalleey bwangil Commonwealth
ebwe isisiwow pension obligation bonds (POBs). Faal POB nge taxable bond iye e
toowow mereel state me local government iye e amwaschu ploonol salaapi igha
ebwe:

(1) Abwossuw eghus me ngare alongal ploonol Unfunded Actuarial Accrued
liaility (UAAL) llapal ye ese ghowuta ighila leefilal schody angaang igha
resaal kke abwodssuur me alillis ye ebwe abwdssuur benetits ngare aa atol; me
ngare

(2) Abwossuw schéschéél plodnol salaapi ((Ilapal benefisio ye eyoor mereel
schody angaang kka ighila).

Ese weewee me regular bond igha essogh tappal aweewe ye ebwe mwir sangi, POB schagh mille
emmwel ebwe yaadya reel meeta re mangi fischi. Igheey, Sow Ffééral Allégh nge aa schuungi
bwe mwiril6ol aweewel_government igha eyoor diibil mereel Retirement Fund, “...e pirisisu me
efil rebwe ammwelaald (on-going litigation) ngare re kkeyil ngalleey pension obligation bonds
bwe ebwe fféér salaapi bwelle Commonwealth ebwe abwos mweteld6 mmwal, ngare schagh
bond ghatchelo, ebwe mescheragheld weiresil fiscal impact mell6l Commonwealth.”




Pomwol lliwel nge e lighiti ngali CNMI Government ebwe atoowowu POB igha ebwe
alillisilong salaapial retirement fund. Reel isisiwowul POB, eyooratd ploono yeel bwe ipigh
CNMI Government ebwe ghuleey fitoow UAAL, ye gobenno ekke amweri bwe ebwe
fischelitiw. Sow Ffééral Allégh nge e fischeli llapal POB, igha ekke ira bwe essobw luulo “
Commonwealth actuarially determined unfunded accrued to the Retirement Fund.” Schéschéél,
ploono yeel nge ekke amweri ngare ebwe siweli Allegh Lapalap (Constitution) igha ebwe lighiti
ngali CNMI ebwe amwela diibil ngare e isisiwow POB iye ebwe aluulo 10% reel llapal méél
faliw mellol CNMI me mweiti ngéli diibi ebwe ammwela kkapasal investment. Bwal eew,
CNMI Government ebwe umwumw investment bank (me ngare mwiischil investment banks) iye
ebwe amééw ngali bond ngéli investors me ngéare schagh aa améémé ngali faaraaghil bond ebwal
ayoora ngali Retirement Fund. Retirment Fund ebwe alailayt salaapial fengal me llapal salaapial
ighila me kkapasal (goal) igha ekke bweibwogh interest mereel repayment sangi mwolofit
(borrowing cost). Ebwe toowow nge CNMI Government ebwele abwossuw_bond.

GHATCHUL

(1) Lliwel yeel ebwe mweiti ngali CNMI Government ebwe mwolofit salaapi bwe ebwe
abwossuw NMIRF. Isisilongol salaapi 1161 NMIRF ebwe alughulugh bwe schéoy
aséésé mellol CNMI sangi Defined Benefits Plan ebwe bweibogh benefisio ngare aa
tooto atol, mweteld6 mmwal.

(2) Ighila, CNMI Government nge eyoor yaar mwolofit (diibi) mereel NMIRF, ebwe
yoor elebwughuw ssel ($300 million) sangi schagh ruwangaras tiwoow (2009). Iwe
ngare schagh re atoowowu POB, essobw séassar diibi (mwolofit). Emmwel POB mille
CNMI ebwe ayoora refinance reel diibi kka ighila.

(3) Legislative Initiative e atoolongow ammwelil ye ebwe mweiti ngali CNMI bwe ebwe
ghommwal umwumw soumdng (expert)reel assosot ngare e mmwel ngali
Government ebwe pomwoli POB.

(4) POB nge e ayoorata ammwelil budgetary sangi schagh ighiwe me fischeli kkapasal
angaangal ighila.

NNGOWAL



(1) CNMI Government nge ebwe ayoora alughulugh (collateral reel isisiwowul bond.

(2) CNMI nge essobw toowow mellol bond ngare e sisisiwow_bond iwe, emmwel ubwe
mweiti ngali POB investors. Iwe, salaapial POB ebwe mwet ngali off-island
investors.

(3) Emmwel bwe CNMI ebwe sobweey yaal ammwela “unfunded accrued liability”
ngare ¢ allegh sassaril benefisio me ngare e ppungutiw kkapasal stock market.

(4) Eew schagh aighughul llapal diibi iye CNMI ebwe toolong 1161 POBs iye UAAL e
diibi mereel CNMI ngali NMIRF. Ngare CNMI Government e ghitipwotchol
atotoolong salaapi mwetel6 mmwal, angaang yeel nge ebwe sassata. Mebwal akkaaw
mwoghut ebwe aweiresi UAAL.




