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Results in Brief 

By law, the Department of Public Lands (DPL) has stewardship of public lands in the 
Commonwealth of the Northern Mariana Islands (CNMI). The 15th Legislature gave this 
responsibility to DPL when it enacted Public Law 15-2 (the Public Land Use Act of 2006 or Act) 
due to prior problems with the management of CNMI public lands. The Act sought to establish 
additional controls to ensure the administration of public lands complied with the 
Commonwealth Constitution. 

Ten years after the law’s enactment, on January 28, 2016, DPL adopted regulations pertaining to 
leases and temporary occupancy of public lands. Further amendments followed on May 28, 2017 
and November 28, 2017. Although DPL has belatedly adopted needed regulations, it has delayed 
full implementation. The independent auditors’ report on financial statements as well as 
compliance and internal control recommend that DPL review and actively monitor its 
implementation of regulations within all divisions. 

Our audit found that DPL did not have sufficient internal controls in place to effectively manage 
public land leases and permits. Specifically, DPL did not: 

• adopt an updated comprehensive land use plan;
• timely renew leases and temporary permits;
• closely monitor compliance with lease and permit agreements;
• produce billing records, accurately assess fees, and keep reliable records;
• effectively communicate with the Rota and Tinian district offices; and
• adopt standard operating procedures for the management of public land leases and

permits.

OPA commends DPL for its effort towards updating the CNMI Comprehensive Land Use Plan 
(Plan) after a 12-year delay. The updated Plan will serve as both a physical and a policy-based 
blueprint to manage future development and related stewardship of public lands in the CNMI. A 
draft Plan was developed in February 2018 and is expected to be completed by August 2018. 

We found, however, that without the necessary controls in place and the periodic review of those 
controls, the CNMI risks potential loss of revenue, improper or unauthorized use of public lands, 
and noncompliance with laws and regulations. 
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Introduction 
Objective 
The objective of the audit is to determine if the Department of Public Lands (DPL) has 
developed sufficient internal controls to provide reasonable assurance that public land leases 
are properly managed in accordance with applicable laws and regulations. Please see 
APPENDIX 1 for the scope and methodology of our audit. 

Background 
Public Law (PL) 15-2 (the Public Lands Act of 2006 or Act) established DPL, formerly 
known as the Marianas Public Lands Corporation, on February 22, 2006. It required the 
Governor, with the advice and consent of the Senate, to appoint a Secretary to oversee DPL. 
In addition to giving DPL responsibility over public lands, the Act also required DPL to 
create and implement a homesteading program, establish commercial leasing and permitting 
of public lands, settle land claims, and designate public land parcels to other government 
agencies for the fulfillment of public purposes. 

To perform these duties, DPL has seven divisions and two district offices: Administration 
Division, Finance and Accounting Division, Compliance Division, Homestead Division, 
Land Claims Division, Planning Division, Real Estate Division, Rota District Office, and 
Tinian District Office. Of the seven divisions, the Real Estate Division, in coordination with 
the Compliance Division, Finance and Accounting Division, and the district offices in Rota 
and Tinian, need to generate income for its operations, maintenance, and administration of 
all public lands through public land leases and permits. 

The Act mandates that DPL shall strictly enforce all terms of every lease and all requirements 
imposed as a condition of legislative approval of leases or lease extensions. Moreover, the Act 
requires DPL to develop policies, procedures, and controls related to public lands, some of which 
would ensure the assessment of rental payments, submission of required financial documents, 
and the regular appraisal of all public lands leased for commercial purposes. The Act establishes 
that any public property to be leased for commercial purposes would undergo a public proposal 
notice process to provide all interested persons with the opportunity to submit proposals. In 
addition, the Act requires that rental income from public land had to be based on the appraised 
fair market value, although DPL could negotiate rent based upon current economic conditions. 

The Commonwealth Constitution requires DPL to receive all revenues from public lands and 
retain the amount necessary to cover reasonable costs of administration, management, land 
surveying, homestead development, and other expenses necessary to carry out its mission. After 
such operating expenses are withdrawn, the annual net revenues shall be transferred to the 
Marianas Public Land Trust to be invested. Land leases represent the largest percentage of net 
revenues that DPL receives, contributing to 76 percent of DPL’s overall revenue. See EXHIBIT 
A and B for further details. 
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EXHIBIT A 

Revenues 2016 2015 
Land Leases $6,191,351 $5,297,364 
Temporary Permits 416,657 328,639 
Commercial Permits 215,902 101,861 
Submerged Land 59,511 60,000 
Filing Fees and Others 37,634 58,408 
Agriculture/Grazing Permits 1,825 7,870 
Other 1,229,200 14,686 

$8,152,080 $5,868,828 
Bad debt (990,076) (392,640) 
Net revenues $7,162,004 $5,476,188 
Source: Financial Statements and Independent Auditors’ Report for Year Ended 9/30/2016 and 2015. 

EXHIBIT B 

Source: Financial Statements and Independent Auditors’ Report for Year Ended 9/30/16 

Since its inception in 2006 until 2016, DPL had not developed regulations to manage public land 
leases and temporary permits. On January 28, 2016, DPL adopted rules and regulations which 
govern the leasing and temporary occupancy of public lands whether by permit, lease, or 
temporary authorization. Under these regulations, commercial use of public lands cannot be 
authorized or permitted without a valid lease, temporary occupancy agreement, permit, or 
concession agreement. The regulations also require that lease rental payments in subsequent 
years would not be lower than in previous years despite possibly lower market values. The 
regulations pertaining to leases and temporary permits have been subsequently amended on May 
and November 2017. See EXHIBIT C for additional details regarding the current fees. 
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EXHIBIT C 
 

 Application 
Processing Fees Basic Rent Additional Rent 

Lease 
$5,000 or 0.5% of the 
estimated value of the 
property 

At least 5% of the fair market 
value, appraised every 5 
years 

At the most 3% of BGR 

Agricultural/Grazing 
Permit 

$225 (livestock) 
$250 (farming) $25 per hectare annually  

Parking Permit $  50 

Annually 
Commercial Purposes: 
$10 per sq. m (primary) 
$6 per sq. m (secondary) 
$2 per sq. m (tertiary) 
Non-Commercial/Non-Profit 
Purposes (All Zones): 
$2 per sq. m 

 

Signboard Permit $  50 

Commercial Purposes: 
$600 Annually (primary) 
$350 Annually (secondary) 
$250 Annually (tertiary) 
Non-Commercial/Non-Profit 
Purposes (All Zones): 
$250 Annually 
$50 Monthly 

 

Roadside Vendor 
Permit $  50 $250 per month 1% of BGR 

Maintenance Permit $100 (Commercial) 
$  20 (Residential) 

2% of the fair market value 
annually (Commercial)  

Commercial 
Motion/Still Filming or 
Photography Permit 

$  50 $250 per day 
$500 per day (Managaha)  

Still/Portrait 
Photography (Not for 
commercial 
reproduction) 

$  50 $1,000 annually  

Staging Permit $  50 8% of the fair market value 
annually  

Quarry Permit $  50 
$12,000 annually (shall 
increase by 5% in each 
subsequent year) 

$3.00 per cubic yard 
(royalty) plus 0.50% of 
BGR 

Encroachment Permit $  50 

Commercial Purposes: 
8% of the fair market value or 
3% of BGR annually 
Residential Purposes: 
8% of fair market value 
annually 

 

Concession Permit $  75 $250 per month 3% of BGR 
Underground 
Telecommunication 
Cables 

$  50 
5% per year of 50% of the 
average market value 
annually 

 

Telecommunication 
Tower $  50 8% of the estimated fair 

market value annually  
Source: Department of Public Lands, Regulations   
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Findings 

Our audit found that the Department of Public Lands (DPL) did not develop sufficient internal 
controls to provide reasonable assurance that public land leases are managed in accordance with 
applicable laws and regulations. Specifically, DPL did not: 
 

1. Adopt an updated comprehensive land use plan as required by law; 
2. Renew lease agreements and temporary permits in a timely manner; 
3. Closely monitor compliance with lease agreements and permits; 
4. Prepare billings, accurately assess fees and keep reliable accounting records; 
5. Effectively communicate with the Tinian and Rota district offices; and 
6. Adopt standard operating procedures for the management of public land leases and 

permits. 
 
Previous audits conducted by the Office of the Public Auditor (OPA), including those conducted 
by the independent auditor, have reported inadequate monitoring and enforcement of lease 
provisions and permit agreements. OPA’s prior audit on quarry leases reported on DPL’s 
inability to collect substantial amounts of lease rental and related interest amounting to an 
estimated $4.7 million from 1990 to 1995 (see APPENDIX 2 for more details on prior audits). 
Furthermore, in DPL’s audited financial statements for fiscal year 2016, cumulative receivables 
amounted to approximately $18.9 million, however, a net receivable amount of only 
approximately $1.5 million was determined to be collectible. This represents an accumulated bad 
debt loss of about $17.4 million. 
 
DPL has made some progress implementing regulations pertaining to public land leases and 
temporary occupancy agreements (TOA’s or permits) in early 2016 and subsequent amendments 
in 2017. Nevertheless, DPL cannot achieve its objectives or its Constitutional and legal mandates 
without implementing an effective internal control system. 
 
A Comprehensive Land Use Plan Was Not Adopted 
Article XI section 5(f) of the Commonwealth Constitution mandates DPL to adopt a 
comprehensive land use plan with respect to public lands including prioritizing uses and 
amending the plan as appropriate. The Public Lands Act of 2006 (Act), requires DPL to adopt 
and promulgate a comprehensive land use plan in February 2007. In addition, the law requires 
the plan be updated every five years beginning in 2012, and again in 2017, and so on. 
 
The Act outlined numerous objectives of the plan, summarized as follows: (1) to coordinate the 
public land use and development with the plans, programs, and requirements of other 
government agencies; and (2) to identify all public lands and prioritize their use for homestead 
development, revenue generation, rights-of-way, and areas that require special attention due to 
the presence of critical resources or hazardous materials. 
 
Similarly, DPL’s mission statement, reiterates this Constitutional and statutory mandate: 
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The CNMI has changed drastically since the 1980s, due in part to the influx of foreign investors 
and an increasing desire to use land for commercial growth. In keeping with the Commonwealth 
Constitution and DPL’s mission, proper planning is critical to avoid under or over use of 
resources, thereby developing public lands to maximize public benefit. 

OPA found that DPL did not adopt a comprehensive land use plan in 2007 and missed 
subsequent updates in 2012 and 2017 as required by law. Instead of proceeding with the updates, 
DPL relied on an outdated existing plan adopted in 1989, thus impeding DPL’s ability to 
maximize the use and development of public lands and avoid potential revenue loss. 

On May 2017, the House of Representatives introduced House Bill 20-81 to restrict DPL from 
executing future public land leases until it adopted a plan. Although this bill remains in the 
House, had it been passed into law it could have affected potential revenue generation on future 
land leases. Revenue loss means fewer funds available for operations including homestead 
development and investment for the indigenous population through the Marianas Public Land 
Trust. 

DPL’s failure to develop a strategic management plan ensuring compliance with legal 
requirements and DPL’s mission led to a 12-year delay in adopting a land use plan. Also 
contributing to the delay, the Legislature failed to hold officials accountable and provide the 
funding necessary to achieve DPL’s fiduciary responsibilities. 

Despite the 12-year delay, however, OPA commends current DPL management for awarding the 
contract on August 11, 2017 to update the plan for Rota, Tinian, Saipan, and the Northern 
Islands. The updated plan will serve as both a physical and policy-based blueprint to manage the 
future development of public lands in the CNMI. The project is divided into four phases with a 
final completion date of August 2018. 

OPA recommends: 
DPL adopt and implement a comprehensive land use plan. 

Leases and Temporary Permit Renewals Were Untimely 
Timely renewal of public land leases and temporary permits is a critical practice especially after 
adopting new regulations establishing rental fees, penalties, and holdover charges. As evident in 
the leases and permits reviewed, the new regulations require that lessees and permittees submit 
renewal requests two years prior to lease expiration and two months prior to permit expiration, 
allowing for adequate time to process before holdover status begins. 

The mission of the Department of Public Lands (DPL), as trustees for public 
lands in the Commonwealth, is to develop and adopt a strategic land use plan 
that promotes cultural and economic growth for the benefit of our present and 
future generations. The plan provides for the efficient and effective services in 
the management, use, disposition and development of public lands for the 
economic and social betterment of the Commonwealth. 
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OPA found that leases and permits were not renewed timely. DPL’s records show that out of 80 
leases and 240 temporary permits, 13 leases and 169 permits expired as of March 31, 2017. 

Leases 
The number of expired leases make up about 16 percent of the 80 total leases. The status of each 
expired lease as of January 2018 is as follows: (see EXHIBIT D for details) 

• 2 were approved by the Legislature;
• 3 are pending approval by the Legislature and;
• 8 are under negotiation and have not been submitted to the Legislature.

Of the eight leases that have not been forwarded to the Legislature, two have been expired since 
2011, one since 2012, four since 2014, and one since 2016. Once these leases have expired, they 
continued to be paid for on a month-to-month basis. Review of 12 of 13 total expired lease 
agreements show that a holdover fee was not stipulated, and therefore DPL did not collect these 
additional revenues. The regulations adopted in 2016 now require a holdover fee of 150 percent 
of the latest basic rent. 

EXHIBIT D 

Source: Department of Public Lands 

Temporary Permits 
The number of expired temporary permits (169) as of March 2017 make up about 70 percent of 
the 240 total permits. Out of our sample of 22 temporary permits, we noted that 14 temporary 
permits (or 64 percent) had expired and not been renewed at the time of our review. 

Lease Term 
(Yrs.) Expiration Time Lapse as of 

3/31/17 
Request for  
Legislature 

approval 
Approved by the Legislature on January 5, 2018 

L89-03S 25 01/17/2014 3 yrs., 2 mos. 10/16/2017 
L90-10S 25 12/31/2015 1 yrs., 3 mos. 08/31/2016 

Submitted to the Legislature for approval 
L90-15S 25 05/31/2015 1 yrs., 10 mos. 12/01/2017 
L90-14S 25 08/31/2015 1 yrs., 7 mos. 12/01/2017 
L90-16S 25 08/31/2015 1 yrs., 7 mos. 12/01/2017 

Under Negotiation between DPL and Lessee 
L86-10S 25 08/08/2011 5 yrs., 7 mos. 
L86-27S 25 10/31/2011 5 yrs., 5 mos. 
L86-09S 25 02/03/2012 5 yrs., 1 mo. 
L89-02S 25 01/17/2014 3 yrs., 2 mos. 
L89-01S 25 01/17/2014 3 yrs., 2 mos. 
L91-04S 25 11/31/2014 2 yrs., 4 mos. 
L90-06S 25 12/31/2014 2 yrs., 3 mos. 
L07-001S 10 12/25/2016 0 yrs., 3 mos. 

Source 1: Department of Public Lands 
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Among the agriculture and grazing permits (AGP’s), as well as the beach concessions selected 
for review, all 10 samples had expired. DPL staff informed OPA that DPL has not renewed 
AGP’s, due to controversies that arose from the adoption of new regulations surrounding the fees 
and insurance requirements and DPL’s anticipation of amendments in 2017. However, our 
sample testing showed that DPL had not renewed AGP’s for many years prior to the adoption of 
new regulations in January 2016. For example, one permit (A94-01R), expired in 2009, and two 
permits (06-03S, A06-03T) expired in 2012. 

In one particular AGP-related case, OPA found no documents supporting public land use 
authorization. In January 2014, DPL received an application to take over a deceased relative’s 
AGP lot located on Tinian, but an authorizing permit was never issued even though DPL 
assigned a permit number (A14-003T) to the applicant, which it included in the listing of active 
permits. 

We calculated the average time it took DPL to execute renewals, finding anywhere from four to 
24 months from the time it received the renewal request. However, some AGP’s and beach 
concessions required even longer processing time. As a result, permit renewals cover periods 
with a break in term coverage. For example, if a renewal was not issued for a certain period of 
time, term coverage is backdated to cover the missed period of term coverage caused by the 
lengthy renewal time. See details in EXHIBIT E. 

EXHIBIT E 

Permit no. Term Start Term End Execution Date 
05-51S 5/1/2015 4/30/2016 4/10/2015 

Renewal 5/1/2016 4/30/2018 8/25/2017 
11-029S 4/1/2015 3/31/2016 3/19/2015 

Renewal 4/1/2016 3/31/2018 8/11/2017 
Source: Department of Public Lands 

As for beach concessions, another form of 
temporary permit, OPA found that all 13 were 
expired, including two that OPA reviewed. The 
oldest of these permits expired in 2011. During an 
interview, DPL staff informed OPA of a 
moratorium placed on beach concessions at around 
that time, and a task force was developed to discuss 
designating one area for all beach concessions. DPL 
informed OPA that the task force has not been 
active and the moratorium has never been lifted. 

DPL provided numerous reasons to OPA for the untimely renewal of leases or permits. 
According to DPL, renewal processing takes longer than expected due to: (1) untimely 
submission of documents by the lessee or permittee, (2) delays on the part of DPL, (3) 
anticipated amendments to the regulations due to public concerns, and (4) delays on the part of 
the Legislature. 
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Although these reasons are valid, DPL also has no written guidelines to clearly establish 
responsibilities and coordination among the divisions renewing leases and permits. OPA was 
informed that the Real Estate Division (RED) will not initiate a renewal unless the Compliance 
Division forwards the files. OPA also found letters indicating conditional approval from the 
Compliance Division and stating that a draft permit would be prepared by RED. In these 
instances, however, OPA did not find renewal permits in the files. 

In addition, no consequences are imposed on a lessee or permittee for failure to comply with 
renewal requirements. DPL, (see finding 3), does not rigorously enforce lease and permit 
provisions requiring specific documents to be submitted. 

Allowing a lease to extend beyond the initial 25-year term, by defaulting to a month-to-month 
lease arrangement could potentially be seen as offending the Commonwealth Constitution. For 
example, the public land lease that expired in 2011 continued month-to-month for an additional 
seven years without the scrutiny and statutorily required approval of the Legislature. However, 
once a lease’s extension is approved by the Legislature, the 15-year term is reduced by the 
number of years past the lease’s expiration. In addition, because most permits were expired 
before adoption of new regulations and renewals, DPL has delayed implementation of the new 
regulations. 

DPL may not be able to control the delays in the Legislature, however it can influence how 
employees, management, lessees, and permittees respond to those delays. 

OPA recommends: 
DPL develop written guidelines that establish clear lines of responsibility and coordination 
among the divisions for the execution of timely lease and permit renewals. Furthermore, the 
Secretary or the designee should monitor these functions and hold employees accountable for 
their work. 

Compliance with Lease Agreements and Permits Were Not Closely 
Monitored 
DPL’s Compliance Division plays a major role in DPL’s overall operation with responsibility to 
stringently enforce and monitor lease and permit compliance as required by 1 CMC § 2808(a). In 
addition, DPL’s regulations, specifically NMIAC §§ 145-70-101(b) and 202(a)(4) also provides 
that DPL shall periodically monitor compliance with leases and permits. Furthermore, the 
requirements set forth in the lease and permit agreements, mandate DPL to monitor the 
submission of required documents. These include financial statements, appraisal reports, 
business gross receipts, and insurance coverage—all necessary for the assessment of rent and 
asset protection. DPL’s default provision in its lease agreements also state that a lessee shall 
automatically be in default for failure to cure such breaches within 30 days and after written 
notice from DPL. Moreover, DPL’s permit agreements state that a permittee shall automatically 
be in violation if the permittee fails to cure a violation within 15 days after written notice from 
DPL; also all rights under such an agreement may be terminated. 

OPA’s review of four lease samples revealed that: 
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• Only one appraisal report (L09-04S) was submitted in a timely manner. One lessee 
(L08-009T) did not submit its latest report when due in October 2013. One lessee’s 
(L90-03R) appraisal report could not be located in DPL’s files, even though references 
made to it were noted on another reviewed document, which prevented OPA from 
determining its timely submission. Finally, one lessee’s (L11-03S) appraisal report was 
submitted four months late and review by the in-house appraiser was not completed until 
eight months later.

• For the three leases required to submit business gross receipt (BGR) forms and financial 
statements, we found that BGR documents were complete for one lessee (L11-03S). 
However, we did not find complete records for one lessee (L90-03R), and forms were not 
current for one lessee (L09-04S).

• Financial statements are required to be submitted annually. We could not locate the 2015 
and 2016 financial statements for three lessees (L90-03R, L09-04S, L11-03S). After 
OPA’s January 25, 2018 inquiry with the Finance and Accounting Division (F&A) staff, 
OPA received financial statements for two lessees (L09-04S-dated April 5, 2017 but 
unstamped with DPL’s stamp of receipt; and L11-03S-submitted January 30, 2018 
stamped with DPL’s date of receipt). DPL informed OPA that the third lessee had not 
responded to their request. 

Furthermore, OPA’s review of 14 temporary permit samples (12 other permits, two beach 
concessions) revealed that: 

• During the time of our review in October and November 2017, four of the 14 permittees
(05-51S, 16-031S, 02-21S, and 12-032T) were not current with their BGR documents and
nine of the 14 permittees had not submitted their up-to-date liability insurance policy.

Likewise, the independent auditors reported the lack of monitoring procedures as a repeated 
finding on internal control and compliance for fiscal years (FY) 2010 to 2016. In FY 2016, their 
sample testing of 45 cash receipts for long-term lease contracts and temporary permits revealed 
that: (1) audited financial statements and a schedule of gross receipts listing sources and 
deductions were not provided for 11 lessees as required by the contracts and permits; (2) one 
lessee submitted its financial statements, but was not audited by a certified public accountant as 
required by the lease agreement; and (3) appraisals were not performed for two lessees, although 
required by the lease agreement. 

During our analysis of F&A’s processes, OPA identified a promissory note for a former lessee’s 
tenant (sub-lessee) who did not vacate public land after their lease expired. OPA conducted a 
follow-up interview and found that DPL discovered the sub-lessee’s presence on public land 
only by chance. DPL staff stated that its division does not have the time or resources to conduct 
inspections of unleased lands. As such, instances like the example are on an as-seen basis. 

OPA was informed that DPL assigned uniform expiration dates for each permit category and that 
inspections were conducted once per year. However, OPA noted during its review of 14 
temporary permits that the Compliance Division did not conduct an inspection for six permittees 
in 2014 and 2015, four permittees in 2016, and eight permittees in 2017. For AGP’s, two of the 
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eight were not inspected within the last three years. If inspections are not conducted every year, 
annual renewals required by regulations may be difficult to implement. 

In addition, close-out inspections are not performed to ensure that lessees/permittees are 
compliant with terms and conditions of their agreements, applicable laws, and regulations. It is 
important to note that the Rota District Office incorporated a close-out inspection as part of the 
office’s processes to address this issue and provided OPA with the close-out inspection report for 
review. The staff found that it was necessary to conduct close-out inspections upon termination 
of the Agreements to ensure lessees/permittees are in full compliance. 

DPL currently does not have a monitoring system to ensure that required documents are 
submitted when due, and not merely when inspections are scheduled. Untimely submission of, or 
complete failure to submit, required appraisals and financial documents may result in potential 
loss of revenue. This is an ongoing concern because these financial documents dictate the annual 
base rent and additional rent for lessees and permittees. During our review in October 2017, one 
lessee did not submit its appraisal report when due in October 2013 and therefore the new rental 
rate could not be assessed by DPL. 

During our interview, DPL claimed that it collects back rentals once an overdue appraisal report 
is submitted. However, the collection of back rentals could potentially become difficult if the 
dollar amount is significant. To illustrate, the independent auditors reported that in FY 2016, 
DPL’s receivable amounted to about $18.9 million, and of this total, DPL expects to collect 
about $1.5 million (or 7 percent) in net receivables. This indicates that historically, collections 
have been problematic, with a history-to-date allowance for bad debt of $17.4 million or 93 
percent considered uncollectable. 

OPA recommends: 
DPL develop a tracking system to monitor the submission of required documents when due 
and adopt policies and procedures to ensure lessee’s/permittee’s compliance with the terms 
and conditions of its agreement, applicable laws and regulations. 

Billing Records Were Not Produced; Fees Were Not Accurately 
Assessed; Records Were Unreliable 
To ensure that an entity collects the correct fees as stipulated in the lease and permit agreements, 
accurately billing and assessing fees is a good practice. The following are examples of the fees 
assessed and collected by DPL: (1) application processing fee (APF), (2) basic annual rent, (3) 
additional rent (in most agreements, additional rent applies if a percentage of BGR is greater than 
the basic rent), (4) penalty fee, and (5) holdover fee. Also, keeping reliable accounting records 
help management make sound decisions and project future revenues. 

Regular billings are not a standard practice at DPL, and instead DPL relies on the lessee or 
permittee to submit their payments on time. 

Our review of 22 temporary permits found that DPL did not consistently assess and/or collect the 
following fees from permittees: (1) APF, (2) basic annual rent, (3) additional rent (BGR), and (4) 
holdover. See EXHIBIT G for permittees whose fees were not consistently assessed. 
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EXHIBIT G 

Permit No. Type of Permit 
Application 
Processing 

Fee 
Annual Rent Additional

Rent (BGRT) 
Holdover 

Fee 

06-03T Agriculture & Grazing  

06-03S Agriculture & Grazing  

A08-005S Agriculture & Grazing   

12-008T Agriculture & Grazing   

A11-017S Agriculture & Grazing  

02-21S Beach Concession    

12-032T Beach Concession    

16-031S Concession    

02-12S Container Storage  

05-51S Encroachment  

08-050R Encroachment  

10-26S Maintenance  

05-51S Parking  

09-08S Parking  

04-05S Roadside Vendor   
Source: Department of Public Lands 

In one of our lease samples, the lessee’s (L11-
03S) additional rent was computed at a lower 
amount because BGR taxes were excluded from 
the gross revenue amount. In another example, a 
permittee (07-22T) computed royalty fees at 
$2.00 per cubic yard despite the rate of $1.75 as 
stipulated in its agreement with DPL. Accounting 
records showed that DPL relied on the amounts 
paid by the lessee without thoroughly reviewing 
their rental computation. OPA’s computation 
showed a credit balance of about $2,250. 

Furthermore, DPL maintains two sets of ledgers one in the Peachtree accounting software and 
one in Microsoft Excel. OPA was informed that DPL uses Peachtree to record all revenues, and 
Microsoft Excel is used only to compute adjustments and related penalties. Once the new amount 
is computed in Microsoft Excel, the adjusting entry then is recorded in Peachtree. However, in 
one of the samples (TP 02-12S) reviewed in March 2017, DPL’s accounts receivable report as of 
March 2017 showed that the permittee did not have an accounts receivable (AR) balance. OPA 
later found a letter placing the permittee on holdover status. OPA discussed the holdover status 
with DPL staff discovering it was an oversight on their part and that a billing would be prepared. 
A review of the permittees account ledger revealed that DPL amended the original entries 
recorded from July 2015 through March 2017, as opposed to recording the adjustment dated at 
the time the computation was done. This is not considered a proper accounting entry and affects 
the prior year’s audited figures. 
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Rental amounts and other related fees payable under all lease/permit agreements are not 
consistently assessed accurately or collected in a timely manner. This hinders DPL’s ability to 
produce reliable financial information and improve its collection efforts. This also means that the 
other DPL divisions do not have reliable information with which to determine the 
lessee’s/permittee’s compliance. 

For our sample selection, OPA calculated forgone revenue amounting to approximately $18,000. 
Forgone revenues would have been substantially higher had OPA sampled the entire population. 

These errors occurred because (1) there are no written policies and procedures governing the 
assessment and collection of rental payments; (2) staff lack the proper accounting education, 
necessary training, and supervision; (3) staff are not familiar with the terms and conditions of the 
agreements; and (4) DPL does not have a reliable accounting system. 

OPA recommends: 
DPL (1) review and monitor all leases and permits to ensure that fees are properly assessed; 
(2) develop and implement written policies and procedures governing the assessment and
collection of rental payments; (3) assist and provide adequate training for accounting staff; and
(4) utilize a reliable accounting software to eliminate redundant tasks and process transactions
efficiently.

Communication with the Tinian and Rota District Offices was 
Ineffective 
Effective communication is vital for any organization to meet its intended goals. The Standards 
for Internal Controls in the Federal Government (Standards), issued by the Government 
Accountability Office, state that effective information and communication are vital for an entity 
to achieve its objectives. This means that management should communicate quality information 
down and across reporting lines to enable its staff to perform key roles in achieving objectives, 
addressing the risks, and supporting internal controls. 

The Saipan office stated that it works collaboratively with district offices on matters relating to 
the initiation and execution of TOA’s for public lands located in their respective islands. 
However, the district offices indicate that they have not received clear guidelines. In addition, 
pertinent information that may assist the district offices to do their jobs more effectively was not 
made available to them. 

Samples tested from the district offices show that, although draft TOA’s were forwarded to the 
Saipan office, the status of those drafts were not communicated. In one example, a permittee 
(A14-003T) submitted an application for an AGP in 2014. Upon receipt, the Tinian office 
forwarded the draft to the Saipan office, but never received an update. Because such drafts are 
not finalized, permittees were allowed to operate on public land without a renewal permit, or in 
the case cited, a permit. OPA site visits confirmed that the property was still being used despite 
the absence of a permit agreement. The Rota office had a similar concern. Our review of Rota’s 
records showed that AGP applications were submitted and forwarded to the Saipan office. 
However, when applicants received no status confirmation after several follow-up attempts, 
some opted to withdraw them. 
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In addition to the lack of internal communication, copies of approved long-term leases and 
TOA’s are not consistently provided or communicated to the district offices for reference. 
Among our sampled lessees, OPA did not find an appraisal report for lessee “L08-009T” in files 
maintained by the Saipan office, which told us that the missing appraisal report may have been 
submitted and filed with the Tinian office. During our visit to Tinian, however, we found that the 
staff had no knowledge of the lease and, therefore, had no records pertaining to that lease and 
had not conducted any inspections to determine lessee compliance. Further, OPA received no file 
for permittee “08-050R” having been advised that the permittee’s file might be maintained by 
Rota office. We did locate the file in Rota, but found it to be incomplete. 

The Standards also require management to evaluate internal and external data sources for 
reliability, including obtaining data on a timely basis to aid in effective monitoring. In DPL’s 
case, management failed to disseminate the master list of all leased/permitted public lands to the 
district offices, restricting significant responsibilities such as required inspections, as in the 
example of Lease No. L08-009T. In addition, the Saipan office did not have an updated listing of 
AGP’s on Rota and Tinian. The district office staff confirmed during our visit that only at OPA’s 
request did the Saipan office communicate with their district offices, who in turn created a list to 
give to OPA. In another example, OPA inquired about the status of AGP’s on Tinian, 
specifically, those in the leaseback area. The Tinian District Office staff stated that the leaseback 
agreement had expired in July 2016, making 
the office hesitate to collect payment from 
permittees until clear directions come from 
the Saipan office on how to proceed with 
TOA processing, fees, and AGP in the 
leaseback area. 

DPL does not effectively communicate 
expectations and information regarding 
public land leases with its divisions and 
district offices. The lack of communication 
and lack of written guidelines and procedures 
have resulted in poor policy implementation 
and execution, leaving room for potential 
abuse and misuse of public lands. 

OPA recommends: 
DPL should (1) consistently communicate and monitor the operation in Tinian and Rota to 
ensure that public land leases are being monitored for compliance; and (2) establish and 
implement written procedures that guide coordination between its offices and clearly delineate 
responsibility for maintaining adequate land lease records. 

Standard Operating Procedures Were Not Adopted 
Standard operating procedures (SOPs) ensure that an entity achieves its mission through 
efficiency, quality output, and uniformity of performance, while reducing miscommunication 
and noncompliance with laws and regulations. As a best practice, the Standards state that 
“management documents in policies the internal control responsibilities of the organization.” 
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D-4.5, Pgs. 3, 5

Furthermore, 1 CMC § 2808(c) of the Commonwealth code requires that DPL develop 
administrative policies, procedures, and controls related to public land. 

While DPL staff have mentioned the existence of SOPs adopted by the former entity Marianas 
Public Land Authority (MPLA), only the Compliance Division provided OPA with a copy of its 
SOPs. However, we found these SOPs to be outdated. They neither reflect nor support DPL’s 
current processes. MPLA’s and DPL’s current structure is not the same. Their structures are 
derived from different laws and regulations. The Standards also state that “management [should] 
periodically review policies, procedures, and related control activities for continued relevance 
and effectiveness in achieving the entity’s objectives or addressing related risks.” Having a set of 
policies and procedures in place is necessary to mitigate risk, for example in the previously 
mentioned sub-lessee, where we found inadequate review of rental computations, missing 
required documents, and other items. 

An interview with the F&A staff illustrates the importance of SOPs. OPA came across a 
promissory note for a former lessee’s tenant (sub-lessee) operating on public land without 
authorization. The Compliance Division staff mentioned that the discovery was made by chance. 
This example highlights the need to reassess policies and procedures to include closeout 
inspections ensuring that lessees or sub-lessees vacate public land when a lease or permit is 
terminated. The Rota office has initiated its own closeout procedures finding it necessary to 
ensure that lessees/permittees comply with their agreements, as well as applicable laws and 
regulations. 

DPL staff interviewed by OPA have recognized the need to update policies and procedures to 
reflect current practices and regulations. OPA noted that DPL had started updating their SOPs. 
This project is ongoing. 

Interview with DPL staff confirmed the 
absence of procedures for monitoring the 
submission of financial documents and the 
assessment of fees, despite these procedures 
being required by the law. F&A relies on the 
Compliance Division for the submission of 
required documents. 

1 CMC § 2808(c)(8) also requires that 
“[p]rocedures are established for the regular 
appraisal of all public lands leased for 
commercial purposes, which ensure that the fair 

market value basis for computation of minimum annual rental payments for any given lease is 
updated no less frequently than every five years.” Despite DPL’s current regulations, NMIAC § 
145-70-301, referencing appraisals, the regulations remain insufficient to ensure that appraisals
are submitted within the required time.

Because management did not update or create written procedures to guide staff, DPL has not 
been able to ensure that public land leases are being managed in accordance with applicable laws 
and regulations. Outdated SOPs hinder DPL’s ability to work efficiently. 
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OPA recommends: 
DPL should adequately develop and adopt administrative policies and update its SOPs to 
ensure accountability, compliance with laws and regulations, guidance for decision-making, 
and streamline its internal processes. 
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Conclusion and Recommendations 

DPL has proven through the years that it has not effectively managed public land leases and 
temporary permits. Despite efforts to adopt regulations, DPL will continue to face challenges 
managing the CNMI’s public lands without an updated comprehensive land use plan, proper 
management review, effective communication, and consistent implementation of standard 
operating procedures. DPL management also needs to take a more active role in overseeing, 
reviewing, and updating its internal control system regulating leases and temporary permits 
while also communicating quality information internally and externally to improve efficacy and 
mitigate related risks. 

In addition to the recommendations presented below, OPA would like to stress the importance of 
continuously monitoring the internal control system and updating as deemed necessary to ensure 
that DPL achieves its mission and accomplishes its goals and objectives. 

Recommendation Summary 
We recommend that DPL: 

1. Adopt a comprehensive land use plan as required by law.
2. The Secretary or the designee should monitor all functions and hold employees

accountable for their work.
3. Adequately develop and adopt administrative policies and update SOPs to ensure:

a. clear lines of responsibility and coordination among the divisions and district
offices to ensure the timely execution of leases and permits, maintenance of
adequate land lease records;

b. leases and permits are reviewed and monitored for compliance;
c. rental fees are timely billed, assessed, and collected;
d. pertinent information is communicated to the district offices to carry out

DPL’s mission and comply with laws and regulations.
4. Develop a tracking system to monitor the submission of required documents and

consistently review, maintain, and update the master list to accurately track all active
public land leases and permits.

5. Assist and provide adequate training for accounting staff; and utilize a reliable
accounting software to eliminate redundant tasks and process transactions efficiently.

Summary of Responses 
Please see APPENDIX 3 for OPA’s response and APPENDIX 4 for DPL’s detailed response. 
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Appendix 1. Scope and Methodology 
The scope of our audit covered Saipan, Rota, and Tinian leases and temporary permits, as 
well as, the revenues assessed and collected from October 1, 2014 through March 31, 2017. 
In addition, when necessary, OPA reviewed documents outside the intended scope. To 
achieve our objective, we performed the following: 

• Gained an understanding of:
o Laws and regulations, policies and procedures applicable to DPL’s public land

leases and short-term permits such as
 Public Law 15-2, “The Public Lands Act of 2006”;
 1 CMC § 2801 et. seq.; and
 NMIAC Title 145, Chapter 70.

• Interviewed staff and conducted a walk-through of DPL’s processes and internal control
procedures in the following divisions and district offices:

o Administrative Division;
o Real Estate Division;
o Compliance Division;
o Finance and Accounting Division;
o Planning Division;
o Rota District Office; and
o Tinian District Office.

• Reviewed controls currently in place to ensure that:
o Public land leases were executed in a timely manner;
o All terms and conditions of leases and permits were enforced;
o All leases and permits were accounted for and have complete files;
o All rental fees were assessed and checked for accuracy; and
o Lease payments were collected in a timely manner.

• Randomly selected four leases, 14 Temporary Occupancy Agreements, and eight
Agricultural/Grazing Permit. A total of 26 short and long-term leases were reviewed and
tested for completeness, compliance, and accuracy, as well as timeliness of payments and
collection.

• Summarized audit results.

We conducted this performance audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objective. We believe that the evidence obtained provides a reasonable basis 
for our findings and conclusions based on our audit objective. 
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Appendix 2. Prior Audit Coverage 

Independent Auditors’ Report  
The Independent Auditors’ Report on Internal Control and on Compliance for years ended 
September 30, 2010 through September 30, 2016 identified weaknesses in internal control and 
on compliance, where DPL did not enforce its policies for leasing public lands. 

Office of the Public Auditor, CNMI 
Audit Report No. AR-00-04 
OPA’s prior audit of DPL’s collection of rentals on land leases with quarries showed that DPL 
failed to collect substantial amounts of lease rentals and interest during the six lease years from 
1990 to 1995. The audit identified a potential recovery of about $4.7 million of which $946,968 
was written-off, leaving a balance of about $3.7 million still recoverable. Of the $3.7 million, 
only $896,747 was recovered from seven quarry operators as stated on the “Report on CNMI 
Agencies’ Implementation of Audit Recommendations as of December 31, 2014” issued by 
OPA. 

Department of Interior, Office of Inspector General  
Audit Report No. 96-I-596 
The United States Department of the Interior, Office of the Inspector General (OIG) also 
released an audit report on the management of public lands on March 20, 1996. OIG concluded 
that DPL did not effectively develop management policies, procedures, and controls related to 
public land, which resulted in the following: (1) the Commonwealth lost $118.4 million on 
completed exchanges of public lands; (2) lost revenues of $25.1 million on exchanged public 
lands that was leased to a developer by landowners; (3) lease revenues of $565,000 were lost; (4) 
homestead recipients improperly received $7 million from unauthorized sale or lease of the lots; 
and (5) homestead lots were awarded to applicants who were ineligible or who did not have the 
greatest need. 
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Appendix 3. OPA Response 

Auditor’s Response to Agency’s Comments: 
Pursuant to 1 CMC § 7823(a) audited entities are required to submit a response within 30 days 
explaining whether the entity agrees or disagrees with OPA’s findings. The law further states 
that recommendations shall be implemented unless otherwise agreed on by the Public Auditor. 

DPL provided OPA with a 19-page response on June 26, 2018. OPA updated EXHIBIT C to 
include three additional categories at DPL’s request on page five of the report. We appreciate 
DPL’s responses in this regard. 

However, the bulk of DPL’s response related not to the audit findings or recommendations, but 
to various circumstances that would excuse or mitigate the findings. In this regard OPA has 
found nothing to change the basic report findings. The complete response by DPL can be found 
in APPENDIX 4. 

The following is OPA’s comments to specific statements in DPL’s response. 

OPA Detailed Response to Auditee Concerns: 

General Concerns: 
DPL expressed concern regarding the established scope of the audit. As noted in APPENDIX 1, 
the scope of our audit covered leases and temporary permit, as well as, the revenues assessed and 
collected from October 1, 2014 through March 31, 2017. Scope is determined by the auditor and 
can be modified by the auditor when necessary. This is particularly true when a mistake is 
discovered in one year that actually occurred either before or after the year(s) in question. 

DPL responded that had OPA conducted an audit sooner for leases and permits, it was likely that 
regulations would have been in place or that a comprehensive land use plan would have been 
adopted sooner. OPA disagrees with DPL’s response. DPL’s performance should not be 
contingent on whether OPA conducts an audit or not. In addition, OPA noted that previous audits 
found reoccurring findings dating back to 1996 that have not been addressed to date. 
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OPA FINDINGS OPA’S RESPONSE 
1. DPL did not adopt

an updated
comprehensive
land use plan as
required by law.

OPA acknowledges DPL’s efforts in updating the comprehensive land use 
plan (Plan). OPA noted DPL’s July 2018 completion date for the final draft 
and adoption by August 2018. Nevertheless, the Public Lands Act of 2006 
(Act) required DPL to adopt and promulgate a Plan by February 2007. The 
Act also required that the Plan to be updated every five years, thereafter. As 
noted in this report, DPL missed both the deadline for the report but also the 
subsequent updates.  If DPL feels that the required updates are too frequent, 
DPL should work with the legislature to amend the requirements of the Act. 

Furthermore, OPA acknowledges the Attorney General’s response in 
Standing Committee Report No. 20-61 pertaining to House Bill (HB) 20-81. 
However, the Attorney General also commented that “if the legislature’s 
concern is the DPL’s activities in managing public lands without the land 
use plan may result in public land use that is inconsistent with a future land 
use plan, then the bill may be sufficient.” At the minimum, a revision to 
clarify that the bill will only apply to new leases and that it shall sunset 
when DPL adopts a land use plan was also suggested by the Attorney 
General. In essence, had HB 20-81(inclusive of the suggested revision) been 
passed into law, it could have affected revenue generation from future land 
leases. 

OPA will conduct a follow-up review semi-annually to determine if DPL 
has adopted and implemented a comprehensive land use plan. 

2. DPL did not renew
lease agreements
and temporary
permits in a timely
manner.

OPA acknowledges and supports DPL’s creation of true internal auditor 
position. In addition, whether or not DPL experiences loss of revenue on 
expired leases or permits, it is best practice to have leases/permits renewed 
in a timely manner to avoid any potential liability and ensure timely 
payment.  

OPA will conduct a follow-up review semi-annually to determine if DPL 
has developed written guidelines that establishes clear lines of responsibility 
and coordination among the divisions for the execution of timely renewals 
of leases and permits.  

3. DPL did not
closely monitor
compliance with
lease agreements
and permits.

The results of our audit revealed that DPL did not closely monitor 
compliance with lease agreements and permits. Furthermore, DPL also 
provided OPA a copy of “Directive No. 005” evidencing the lack of 
monitoring and reconciliation procedures as a recurring finding by the 
independent auditor which dates back to 2010. 

OPA will conduct a follow-up review semi-annually to determine if DPL 
has developed a tracking system to monitor the submission of required 
documents when due and adopt an updated SOP to ensure compliance with 
the terms and conditions of agreements, applicable laws and regulations. 

4. DPL did not
prepare billings,
accurately assess
fees, and keep

DPL concurred that the department did not send billings regularly during the 
scope of the audit. OPA disagrees that “notices in the form of a billing is not 
necessary”. On the contrary, billings serve as a reminder to clients of when 
payment is due and the applicable fees would have been assessed if payment 
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reliable accounting 
records. 

is not received timely. This also ensures that staff are consistently 
monitoring client’s accounts and assessing the correct fees.  

OPA acknowledges DPL’s purchase of an accounting software—SAGE 100 
ERP, sometime last year, and its efforts in procuring a specialized trainer for 
DPL’s accounting staff. OPA will conduct a follow-up review semi-
annually to determine if the new accounting software has been fully 
implemented. 

5. DPL did not
effectively
communicate with
the Tinian and
Rota District
Offices.

In her response, DPL Secretary stated that she will now require: 1) biannual 
visits to the district offices; 2) provide training for new hires and existing 
staff, including attendance at DPL’s annual Professional Development Day; 
3) resident directors to commute to Saipan bi-annually to keep apprised of
DPL matters and to follow-up on their respective matters; and 4) establish
guidelines for tracking incoming and outgoing documents to the district
offices.

OPA commends DPL for consulting with the district offices to determine a 
better communication plan to streamline its processes and other matters. 
OPA will conduct a follow-up review semi-annually to determine if DPL’s 
corrective action plan addresses OPA’s finding and recommendations. 

6. DPL did not adopt
standard operating
procedures for the
management of
public land leases
and permits.

OPA acknowledges that DPL inherited SOPs from its predecessor. 
However, OPA disagrees that the existing MPLA SOP is sufficient in 
carrying out DPL’s existing goals and objectives because it does not reflect 
nor support DPL’s current processes.  DPL staff have confirmed during 
interview that the existing SOPs are outdated and some have not received a 
copy of the SOPs. In addition, OPA requested for copies of existing SOPs, 
in which, all but one (Compliance Division) could not provide OPA with the 
requested document. Furthermore, 1 CMC § 2808(c) requires that DPL 
develop administrative policies, procedures, controls related to public land.  
This statement in essence, requires DPL to adopt SOPs or update its existing 
SOP. SOPs are detailed steps or procedures required to perform an activity 
within a process. DPL claims that the rules and regulations are sufficient; 
however, it does not indicate specifics of how a task is to be accomplished. 

OPA will conduct a follow-up review semi-annually to determine if DPL 
has adequately developed and adopted administrative policies and updated 
its SOPs to ensure accountability, compliance with laws and regulations, 
guidance for decision-making, and streamline its internal processes. 
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Appendix 4. Agency Response 
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Appendix 5: Status of Recommendation 

No. Recommendation Status 
1 Adopt a comprehensive land use plan as required by law. Unresolved 

2 The Secretary or the designee should monitor all functions and 
hold employees accountable for their work. 

Unresolved 

3 Adequately develop and adopt administrative policies and update 
SOPs to ensure: 

a. clear lines of responsibility and coordination among the
divisions and district offices to ensure the timely
execution of leases and permits, maintenance of adequate
land lease records;

b. leases and permits are reviewed and monitored for
compliance;

c. rental fees are timely billed, assessed, and collected;
d. pertinent information is communicated to the district

offices to carry out DPL’s mission and comply with laws
and regulations.

Unresolved 

4 Develop a tracking system to monitor the submission of required 
documents and consistently review, maintain, and update the master 
list in order to accurately track all active public land leases. 

Unresolved 

5 Assist and provide adequate training for accounting staff; and 
utilize a reliable accounting software to eliminate redundant 
tasks and process transactions efficiently. 

Unresolved 
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CONSTITUTIONAL MANDATE 

Article III, Section 12 of the CNMI Constitution and the Commonwealth Auditing Act (1 CMC, 
2301, 7812 et. seq. of the Commonwealth Code) established the Office of the Public Auditor as 
an independent agency of the Commonwealth Government to audit the receipt, possession, 
and disbursement of public funds and to perform such other duties as required by law. 

 

REPORTING FRAUD, WASTE, AND ABUSE 

• Call the OPA HOTLINE at (670) 235-3937 

• Visit our website and fill out our online form at www.opacnmi.com 

• Contact the OPA Investigators at 322-3937/8/9 

• OR visit our office on 1236 Yap Drive, Capitol Hill 
 

http://www.opacnmi.com/
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