
1 10. This Agreement shaH not take effect until its approval by both CDA and CUC's 

2 board (if then existing) and by CPUC.
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IN WITNESS WHEREOF, the CUC and CDA have duly executed this Agreement as of
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the date and year first above written.
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Antonio S. Muna 
Executive Director 
Commonwealth Utilities Corporation 

ommonwealth of the Northern Mariana Islands 
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MEMORANDUM OF AGREEMENT 

~ , ~' This Memorandum of Agreemenl ("MOA") is made and cnlered inta this c2l rt day of 
~ctobCll, 2002, by and between the Conunonwealth Developmenl Authority, a public corporation, 

exis1ing as an autooomous agency af the Govemment of the Commonwealth of the Northem 
Mariana Islands, pUTsuant to Public Law 4-49, as amc:nded, rc:ferred to hercin as "Creditor", and the 
CommooweaJtb Utilities Corporation. a public corpoTation, existing as an autonomous agcncy ofthe 
Government ofthe Commonwealth oftb.e Nortbem Mariana Islands, pursuant to Public Law 4-47, 
as amencled, referred to herein as "Debtor". 

RECITALS 

WHEREAS, Creditor and DebtOT have been requested by both the Administration and the 
leaders af the House of Representatives, Thirteenth Conunonwealth Le:gislature. to cesolve the 
ongoing litigation in the ConunonweaJth Superior Court through an out-of-court settlement; 

WHEREAS, Creditor and Debtor, through good faith negotiations, have tentatively agreed 
on the tetnls for a mutual settlement calling for, among other things, a waiver ot" a portion of the 
amount owed and outstmlding and thc: conversion into equity ownership of the balance; and 

WHEREAS, Credilor and Debtor wish to memorialize the terms and cond,tions af the 
oulcome oftheir negotialions prior to entering into a final agreement. 

Now therefore, the parties have: agreed lo the following: 

l. The parties murually desire to enter into an equity conversion agreement wberein thc: 
outstanding debt shaH be satislled by granting to CreditoT equity ownership in Debtor' s corporation 
lhrough the issuance af cumulative, non-convertible preferred stock to Creditor, the value of which 
would equal the calculated total of $45,500,000.00. 

2. Creditor will waive the principal amount of $16,068,750.00, the aggregate of all 
oulst8nding sewer and water project loans. 

3. CreditOI wil1 waive all accrued interest owed by Debtor and, in return, Debtor will waive 
fifty percent (50%) ofthe CNMI Govemrncnt's unpaid utility billings outstanding as ofMarch 31, 
2002. Debtor and the CNMl Govemment will negotiate a mutually acceptable payment plan for the 
remaining fifty percent (50%). 
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4. The p.-eferred stock to be issued by Debtor shaH yield guaranteed arumal dividends fixed 
at Two Percent (2%) ofthe total aggregate value ofthe preferred stock payable quarterly in advance. 
Dividend payments for the frrSI threc years are to be deferred and amortized over a fifteen (15) year 
period interes1-frce with the: first incremental payment being due simultaneously with the fiest 
dividend payment forthe fourth year. Said guarantecd annual djYidend paymcnLs shaH bedeposited 
ioto a revolving fund account for the financing ofadditionai revenue-producing capital development 
projccts. lnteresl earned on the revolving fund account before such funds are expended shaH be 
treated as capital dcvelopment funds and shall become part of said revolving fund account as 
principal. 

5. Credicor and Deblor acknowledge that the issuance ofsuch preferred slock shaH be subjecl 
lo certain restrictions including, but not limited to,later ratification by the CNMI Legislature by joint 
resolution Dr other approving measun: enaeted by the LegisLaturc:. The prefelTed stock shall issue 
immediatcly upon the effective dale ofthe amendmenlto the Debtor's enabling statute specifically 
autborizjng such issuance. 

6. Buy-back provisions, restrictions on transfer and provisions pertaining to any future 
pnvatization af Debtor' s corporation shall be incor-poraled at the time of the final agreemenl. 

7. Provisions for default in the payment af dividends must be developed and negoliated for 
inc1usion in the final agreement; 

/ 8. Creditor shall have allIhe rights ofa preferred slockh01der under lhc lenns and condilions) 
~tipulaled herein. 

9. Upon the issuance ofthe preferred stoele herein by Debtor in favor ofCreditor, evidenced 
by stock cerrificates. the original indebledness af Debtor to Creditor, as set forth in lhe loan 
agreements and promissory notes shaH forever bc cancelled and discbarged. 

IO. Debtor shaH have the right to offset up lo S16,200,OOO.00 ofthe preft;rred stock issued 
lO Credilor by appJying on a "dollar for dollar" basis future, internally-fundc:d CIP projects. Such 
CIf offsers wou/d not include future capital paymenls relating to the Tinian power plant and other 
projects funded by an externaJ source. Debtor agrees to further clari fy . upon consultalion with 
Creditor, th~ CIP projects that a.re lo be used as an offset. Initially, Creditor agrees Io use the 
KoblerviJ]e infrastrueture project in the amount of $1,200,000.00 as an offset. 

J l. That the continued wajyer of the fud tax for Debtor must be made an integral part oflhe 
legislalioD approving this MOA. Dealor agrees nol to raise its utility Fates '....lthe~t fir6t jy.&tifyiAg 
SIICR. iAGFeases to the CNMI Legislahue and ebta.iRing its sppFaval by joint r0solutiofl OF alhe> 
I€gi~iati\le mli;as~. . 

12. That thc U.S. Depanmellt af Interior, Office oflnsular Affairs. must be apprised by the 
CNMI Executive Branch atter the passage of any CNMllegislation approving this MOA, but prior 
to entering into the final settlement agreemenL 
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J 3. This MOA and the final settlement agreement shaH be for the benefit af and be binding 
UpOD the representatives, agenIs, af!iliares, employees, officers, officials, heirs. anomeys, 
representatives, predeces50rs, successors, and assigns of each af the parties herelO. 

] 4. This MOA r-cpresents and c'o'~iains the tentative ~gr~ement and understanding between 
the parties hereto with respect to the subject matter beTeor, and supersedes any and all prior oraJ and 
written agreemems and understanding. It is admined by all parties that DO representation. wananty, 
condition, undeTstanding or agreement af any kind with respect to the subject matter ofthis MOA 
shall be reJied upon by the parties unless incorporated herein. that this MOA is made by the parties 
with full knowJedge of the facts and possibilities of theil" daims and defenses. and that the terms 
conlained herein are contl"actuaJ and not a mel"e recira1. This MOA may Dot be amended or modified 
except by an agreement in writing, signed by the part)' against whom the enforcemcnt of any 
madification or amendmem is sought. 

J5. If any provision of this MOA is declared illegal Ol" unenforceablc by any court af 
compctent jurisdiction in any action ar proceeding instituled by, on behalf of, or for the benefit af 
any party with respect to Ihis MOA. and such provision cannot be madified to be enforceable. such 
provision shaH immedialely become nuH and void and the party shaH renegorjate such provision in 
good faith. Jeaving the r-emainder af this MOA in fulJ forcc and cffecL 

16. This MOA shaJl be govcmed by and eonstrued in accordance with the substantive laws
 
of the Commonweallh ofIhe Northem Mariana Islands.
 

17. This MOA may be executed in separate counterparts, each countetpartvvhen so executed 
to be: deemed an original. and all counterparts when taken together shaH constitute ane and the same 
Agreemem. To promote timely compiiance with this MOA, facsimile transmissions of executed 
documents shall be deemed sufficienllo warrant commensurate performance. Confinnations shaH 
nevenheless be made by delivery of thc executcd originals to tile othel" party as soon as possib1e. 

IN WITNESS WHEREOF. the parties hereto or their lawful tepresentative have duly 
executcd this MOA on thc date first menlioned above. 

COMMONWF,ALTH DEVELOPMENT COMMONWEALTH UTILITIES 
AUTHORJTY /(CDA) CORPORATJON (eUe) 

~~ By. '-.' ~ ~,.:c<.~ 
mAN s. TeNORJO FRANCISCO Q. GUERRERO 
Chairpc:rson1 Board ofDirectors Chairperson, Board af Dlrectors 
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AMENDED MEMORANDUM OF AGREEMENT 
BElWEEN 

cue AND eDA 

This Amended Memorandum of Agreement ["Amended MOA"j is made and entered Into 
by and between the CommonweaIth Development Authority, a public corporation existing as an 
autonomous agency of the Govemment of the CommonweaJth af the Northem Mariana Islands, 
pursuant to Public Law 4-49, as amended, referred to herein as "Creditor," and the Commonwealth 
Utilities Corporation, a public corporation, existing as an autonomous agency of the Govemment 
ofthe Commonwealth ofthe Northem Mariana Islands, pursuant to Public Law 4-47, as amended, 
referred to herein as "Debtor." 

RECITALS: 

WHEREAS, Creditor and Debtor are presently involved in litigation now pending before 
the CNM! Superior Court, captioned as eDA v. CVe, Civil Action No. 01-0149, relative to 
certain Loan Agreements that both Parties had entered into on February 17, 1988 
($30,000,000.00), February 17, 1989 ($16,068,750.00), and January 30,1990 ($5,500,000.00); 

WHEREAS, in their efforts to amicably resolve and sertle their differences in the foregoing 
Iitigation, Creditor and Debtor have entered into a Memorandum of Agreement ["MOA"] detaiJmg 
their understanding and agreement, a copy of which is attached hereto as Exhibit Il A;" Howeve,', 
prior to Debtor signing the foregoing MOA, an additional provision was added to Paragraph l l 
which was not part of any negotiation or agreement between the Parties. Speci fically , sald 
provision required Debtor to first justify to the CNMl Legislature and to obtain its approval of any 
rate increases by Debtor. 

WHEREAS, Debtor views the foregoing requirement as being vlOlative of its enabling aet, 
specifically 4 CMC § 8142, as well as being an example of the kind of interference the 
Partnership Agreement specifically prohibits; 

WHEREAS, in light of the foregoing, Debtor through its then Chairman af the Board af 
Directors, MT. Francisco Q. Guererro, signed the MOA on October 29, 2002, while at the same 
time striking out said legislative requirement from Paragraph Il; 

WHEREAS, it is the Intention of Debtor to go through with the intia1 terms and conditions 
of said MOA but without any provision maodating Debtor to seek any legislative action relative 
to any of its decisions regarding rate increases; 

WHEREAS, by this Amended MOA, Debtor and Creditor have agreed that such provIsion 
is oot legal and, therefore, should not be made a part of any af the Parties understandingS and 
agreementS relative to their settlement in the above-referenced lItigation, 

EXHIBIT 
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WH.EREAS, Creditor and Debtor once again wish to memorialize the original terms and 
conditions of their pervious negotiations and mutual settlement prior to entering into a flnal 
agreement calling for, among other things, a waiver of a portion of the amount owed and 
outstanding and the conversion into equity ownership of the balance; and 

NOW, mEREFORE, FOR AND IN CONSIDERATION of the mutuaJ agreement and 
understanding which the Parties had previousJy negotiated, the Parties once again agree to the 
folIowing: 

1. The Parties mutually desire to enter into an equity conversion agreement wherein the 
outstanding debt shaH be satisfied by granting to Creditor equity ownership in Debtor's 
carporation through the issuance of cumulative, non-convertible, and non-transferable preferred 
stock to Creditor, the value of which would equal the calculated total of $45,500,000.00. 

2. Creditor will waive the principal amount of $16,068,750.00, the aggregate af all 
outstanding sewer and water project loans. 

J. Creditor will waive all acerued interest owed by Debtor and, in return, Debtor wil1 
waive fifty percent (50%) of the CNMI Government's unpaid utility billings outstanding as of 
March 31, 2002. Debtor and the CNMl Government will negotiate a mutually acceptable payment 
plan for the remaining fifty percent (50%). 

4. The preferred stoek to be issued by Debtor shaH yield guaranteed annuaJ dividends 
fixed a t Two Percent (2%) of the total aggregate value of the preferred stock payable quarterly 
in advance. Dividend payments for the first three years are to be deferred and amortized over a 
flfteen (15) year period interest-free with the first ineremental payment being due simuiltaneously 
with the first dividend payment for the fourth year. Said guaranteed annual dividend ,payments 
shall be deposited into a revolving fund aecaunt for the finaneing of additional revenue-produeing 
capital development projects. Jnterest earned on the revolving fund aecount before sueh funds are 
expended shaH be treated as eapital development funds and shaJl beeorne part of said revolving 
fund account as principal. 

5. Creditor and Debtor acknowledge that the issuance of such preferred stoek shall be 
subject to eertain restrictions including, but not limited to, later ratification by the CNMI 
Legislature by joint resolution or other approving measure enacted by the Legislature. The 
preferred stock shall issue immediately upon the effective date of the amendment to the Debtor's 
enabling statute specifieally authorizing sueh issuanee. 

6. By-back provisions, restriction on transfer and provIsions pertalOlng to any future 
privatization of Debtor's corporation shall be ineorporated at the time af the final agreement. 

7. Provisions for default in the payment of dividends must be developed and negotiated 
for inc!usion in the final agreement. 
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8. Creditor shaH have all the rights of a preferred stockholder under the terms and 
conditions stipulated herein. 

9. Upon the issuance of the preferred stock herein by Debtor in favor of Creditor, 
evidenced by stock certificates, the original indebtedness of Debtor to Creditor. as set forth in the 
loan agreements and promissory notes shaH forever be canceled and discharged. 

10. Debtor shaH have the right to offset up to $16,200,000.00 ofthe preferred stock issued 
to Creditor by applying on a "dollar for dollar" basis future, internally-funded CIP projects. Such 
CIP offsets would not include future capital payments relating to the Tinian power plant and other 
projects funded by an external source. Debtor agrees to further clarify, upon consultation with 
Creditor, the CIP projects that are to be used as an offset. Initially, Creditor agrees to use the 
Koblerville infrastructure projec! in the amount of $1,200,000.00 as an offset. 

11. That the continued waiver of the fuel tax for Debtor must be and is made an integral 
part of this Amended MOA. 

12. That the U.S. Department of Interior, Office of Insular Affairs, must be apprized by 
the CNMI Executive Branch after the passage of any CNMI legislation approving this Amended 
MOA, but prior to entering into the final settlement agreement. 

13. This Amended MOA and the final settlement agreement shall be for the benefit of and 
be binding upon the representatives, agents, affiliates, employees, officers, officials, heirs, 
attorneys, representatives, predecessors, successors, and assigns of each of the Parties hereto. 

14. Ihis Amended MOA represents and contains the tentative agreement and 
understanding between the Parties hereto with respect to the subject matter hereof, and supersedes 
any and all prior oral and written agreements and understanding. It is admitted by all Parties that 
no representation, warranty, condition, understanding or agreement of any kind with respect to the 
subject matter of this Amended MOA shaH be relied upon by the Parties unIess incorporated 
herein, that this Amended MOA is made by the Parties with fuH knowledge of the facts and 
possibilities of their claims and defenses, and that the terms contained herein are contractual and 
not mere recitals. 

15. If any provision of this Amended MOA is declared illegal or unenforceable by any 
court of competent jurisdiction in any action or proceeding instituted by, on behaJf of, or for the 
benefit of any party with respect to this Amended MOA, and such provision cannot be modified 
to be enforceable, such provision shalJ immediately become null and void and the party shall 
renegotiate such provision in good faith, leaving the remainder ofthis Amended MOA in ful! force 
and effect. 

16. This Amended MOA shaH be governed by and construed in accordance with the 
substantive laws of the Commonwealth of the Northern Mariana Islands. 
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17. This Amended MOA may be ex.ecuted in separate counterparts, each counterpart when 
so executed to be deemed an original, and alt counterparts when taken together shall constitute 
one and the same AgreemenL To promote timely compIiance with this Amended MOA, facsimile 
transmissions of executed documents shaH be deemed sufficient to warrant commensurate 
performance. Confirmations shaH nevertheless be made by delivery of the executed originals to 
the other party as soon as possible. 

18. lbis Amended MOA shaH not be altered, amended, or modified unless both Parties 
have mutually agreed to any such alteration, amendments, or modifications in writing and signed 
by the lawful and authorized representative of each Party. 

IN WflNESS WHEREOF. the Parties hereto or their lawful representative have duly 
executed this Amended MOA on the date first mentioned above. 

COMMONWEALTII DEVELOPMENT COMMONWEALTH UTILITIES
 
AUTHORITY (CDA) CORPORAnON (cuq
 

By 
. P. SABLAN~IXTO:JM~-

Chairman, Board of Directors c:r=::oa:or:ectors 

J!1ft,/04Dated: Dated: 
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COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS
 
SAIPAN, MARIANA ISLANDS
 

PREFERRED STOCK CERTIFICATE 

Certificate No. 45 (Forty-Five) Shares 

COMMONWEALTH UTILITIES CORPORATION 
Incorporated under the laws of the Commonwealth of the Northem Mariana Islands. 

Tills eertifies that the Commonwealth Development Authority (CDA) is the owner of forty­
five shares ofthe parvalue ofOne Million Dollars ($1,000,000) eaeh, for a total aggregate value of 
Forty-Five Million Dollars ($45,000,000), fully paid ofthe preferred eapital stock ofCommonwealth 
Utilities Corporation, transferable only on the books of the eompany by the owner hereof, in person 
or by duly authorized attomey, upon the surrender of this eertificate properly endorsed or by the 
owner hereofupon delivery ofthis certificate, or with a separate written assignment accompanying 
this eertifteate. 

The owners ofthe preferred stock are entitled to receive, when and as declared, dividends at 
the rate ofTWO PERCENT (2 %) per annum, payable quarterly in advance before any dividend shall 
be set apart or paid upon eommon stock or any other stock. The dividends of the preferred stock 
shaH be eumulative from and after ,2009, and shall bear no interest. The board of 
directors may pay dividends upon common stock or any other stock, provided the dividends upon the 
preferred stoek, with all accumulations, inc1uding accrued dividends to the date ofthe payment ofthe 
common stock dividend, shaH have been declared and shall have been paid in fuB, or a sum 
sufficient for the payment shaH 'have been set apart for that purpose, but not otherwise. In case of 
liquidation or dissolution ofthe eorporation, the holders ofthe preferred stock shaH be entitled to be 
paid in fuH ibotb the par amount of their shares and the accrued dividends before any amount shaH be 
paid to the holders ofcommon stoek or any other stock. The preferred stock shaH be subject to, and 
have voting rights as set forth in, the terms and conditions ofthe Preferred Stock Agreement. At the 
option ofthe corporation, the preferred stock shaH be subject to redemption, at any time, in whole ar 
in part, at par value plus aeerned dividends. 

In witness whereof, the eorporation has caused this certificate to be signed by its duly 
authorized officers, and to be sealed with the seal ofthe corporation at Saipan, Commonwealth ofthe 
Northern Mariana Islands, this day of ,2009. 

CommoDwealth Utilitles CorporatioD 

Executive Direetor 

L_er
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eve 
[Corporate Seal] 


