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SECOND CONGRESS OF THE FEDERATED STATES OF MICRONESIA * i k
L : 2 ﬁ
e rinol KEGULAR SESSION, 1981 7 B. B Nomi =) ;7

A BILL FOR AN ACT ; i
To provide for the regulation of foreign investment, and for other purposes. ;_ fﬁ?
BE IT ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF MICRONESIA: TH;
1 Section 1. Short title. This act is known and may be cited as the fﬁ}
it
2 "Foreign Investment Act.” h.
3 Section 2. Definitions. When words defined in this section are used i%.
4 in this act, unless otherwise required by the context, the following iE!
5 definitions shall govern: ‘;jj
6 (1) '"Noncitizen" means: LQH
7 (a) Until the termination of the Trusteeship for the Trust  1&
8 Territory of the Pacific Islands; any person who is not a Trust Territory ‘ﬁ7
; 9 citizen and any business in which any interest 1s owned by a pérson who is ;g{
10 not a Trust Territory citizen; f}:
11 (b) Upon termination of the Trusteeship, any person who is n#
12 not a citizen of the Federated States of Micronesia, and any business in 7}
13 which any interest is owned by a person who is not a citizen of the
|

14 TFederated States of Micronesia. roifh

15 (2) '"Citizen'" means any person or business not included in the

16 definition of noncitizen contained in this act. :ﬂj
| 11 (3) '"Secretary" means the Secretary of Resources and Development i

18 of the Federated States of Micronesia. i iﬂu

19 (4) "President" means the President of the Federated States of Micro-
20 nesia.
21 (5) "Business" means any sole proprietorship, partnership,

22 corporation,or any other association engaged in commerce.
23 (6) "State authority' means any official or entity designated by

24 a State of the Federated States of Micronesia to consider foreign investment

25 applications under this act and, failing such designation, means the
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Governor of a State.
(7) '"Licensee'" means any noncitizen who has been issued a foreign
;
i

investment permit under this act, including agents or employees of the noncitizen.

Section 3. Permit required.

(1) A noncitizen may not engage in any business in the Federated
States of Micronesia without first obtaining a foreign investment permit. A
noncitizen may not acquire an interest, other than a security interest in
real or personal property for the purpose of securing a loan, in any business
operating in the Federated States of Micronesia without first obtaining a
foreign investment permit.

(2) A noncitizen engaged in business in the Federated States of
Micronesia on the effective date of this act under a permit issued under the
Trust Territory Foreign Investors Business Permit Act (33 TTC Chapter 1) or
under an agreement with the Trust Territory Government shall not continue to
engage in business in the Federated States of Micronesia afterthe expiration
of that permit or agreement without first ébtaining a foreign investment
permit.

Section 4. Application for a foreign investment permit.

(1) A noncitizen intending to engage in business in the Federated
States of Micronesia, or intending to acquire an interest in a business in
the Federated States of Micronesia, shall apply to the Secretary for a foreign
investment permit. Every application shall be accompanied by a filing fee
of $250, which shall accrue to the General Fund of the Federated States of
Micronesia and which shall not be refundable. The Secretary shall establish

the form of the application by regulation, -
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(2) The application shall contain the following information:

(a) Name of the applicant's business, its officers, and

directors;

e

(b) Proposed principal office in the Federated States, and
the State or States in which the applicant desires to do business;

(c) Purpose, scope, and objective of the business activities
to be conducted by the applicant;

(d) Amount of ownership in the business to be held by
noncitizen;

(e) FExtent to which the business will involve foreign or
interstate commerce;

(f) The name, business address, and personal address of
a person residing in the Federated States of Micronesia on whom process
issued under law may be served; and

(g) Any additional information which the Secretary deems-
necessary to evaluate the application and make the determination required
by section 6 of this act.

Section 5. Toreign Investment Board. A Foreign Investment Board is

established, hereinafter called the "Board,” The Board is composed of the
Secretary, the National planner of the Federated States of Micronesia, and

a third member appointed, from time to time, by the Speaker of the Congress

of the Federated States of Micronesia. A member may not participate in the
determination of any matter before the Board if he or any member of his
immediate family has an interest in the outcome which may affect his impartial

consideration of the matter. Members shall serve until replaced by the
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1 President of the Federaﬁed States of Micronesia, in the case of the Secretary !
2 and the National planner, and until replaced by the Speaker in the case of};

3 the third member. Two members_of the Board must be present to make up a

4 quorum and action can only be taken by a majority vote of the members present,
5 with the Secretary having, in addition to a regular vote, a casting vote in

6 case of a tie. The Secretary shall provide clerical and administrative

7 assistance to the Board and shall serve as chairman.

f
[
|
|
l
f 8 Section 6. Action on application. The Board shall review each foreign f
9 dinvestment permit application, and shall, within 20 days of the filing of E
10 the application, determine whether or not the business activities proposed I
11 will fall within any of the follqwing categories: . '4
12 (1) Will the applicant engage in business in more than one State;
13 (2) Will the applicant's business receive 50 percent or more
14 of its total revenue from the export of goods or services to another State
15 or nation;
16 (3) Will the applicant engage in the processing, manufacturing, R
17 assembling, or building of goods or products, and if so, will 50 percent il
18 or more of the materials processed or used be imported from another State ‘Wd”
19 or nation; or
20 (4) Will the applicant.engage in communications, air or sea
21 transportation, or the shipment of fuel between States or between the

22 TFederated States of Micronesia and another nation.

23 Section 7. Applications within categories. If the Board determines

24  that the applicant's business falls within one or more of the categories set |

25 out in section 6 of this act, the following procedure shall apply:
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refer the application to the Secretary for review and investigation. The}f
* ¢

" Secretary shall collect ahy further information which he believes will be(

‘Secretary shall deliver copies'of.any information which he obtains under

e+ —————— e o 1

o) Updn making the section 6 determination the Board shall

\
i

‘useful for the evaluation of the application and shall present all information

obtained’to the Board within 30 days of"receiving the application from.the
Board.

| (2) At the time the aﬁplication is referred to the Secretéry a
copy of the application shall be delivered to the State authority of éach
State. Tﬁe State authorities méy examineithe applicétioniand may make a

recommendation as to the approval or disapproval.of the application; . The

éubsection (1) of this section to the State authorities. The Staté aﬁthori—
ties shallihave 30 days from receipt of the informational material from the
. - |
Secretary to deiiver recommendations to the Board. '
(3) dpen #aaatp:: 8f the 4ifofination aild Focbiimdhdasdana salled
for in subsections (1) and (2) of thig section, or upon expiratioh of the

time set for submission of such information and recommendations, whichever

.occﬁrs first, the Board shall, within an additional 30 days, decide whether

or not to grant the foreign investment permit, based on ail revelant factors,
including:
| (a) Thé economic, social, or environmental need forvghe
business activity to be performed;
(b) The degree to which such activities will effect change
in expo;ts br imports;;

.(n)“,$he extent to which such activities'will deplete a

- v T
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" and capital to citizens; ’ ' : !

.permit. ' ' . o

nonrenewable ngtural’resource, or will disturb the environmental balance
or'thekconservation of renewable natural resources; or will pollute
the atmosphere or water;

(d) The extent of participation by citizens at the outset

o . : b
in the ownership and management of the enterprise, and in the case of'Fn

applicant which is a corporation chartered outside the Federated State%,

the degree of willingness and specific plans to form a Federated States

corporation in the future and to offer at least 51 percent of the ownership

. (e} The willingness and specific plans-of the abplicant to

give employment preference to citizens. and to train citizens for positions 'Q‘f‘

i
!

in management and at other levels by inStitutiﬁg training programs;
" (f) The extent to which the capital, managetialiskilgs,

and technical skills requiréd for such ah enterptrise are available among

PiéRarassd ARAebs oirdnons de eHu SUPWGNSE Bdme 6P obn He esipesisd N6 Be \

available in the near future;
(g) The extent to which an operation ﬁillzcontribute ;o
the overall economic well-being of the nation and each State affected énd
the extent to which any interest, including economic, social, traditional,
or environmental, of ény State or thg nation mﬁy be affected; and
(h) The recbmmendations; if any, made by ;he State authorities.
(4) 1If the Board decides that the foreign investment permit

should be granted, it may also impose limitations on the issuance of the

€53 The Board shall deliver notice of the action it takes on f:
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.1 ~the permit application; together with a statement of reasons in support of : :

-2 the action taken, to the President as soon as the permit is granted or de?ied.; T

3 Section 8. Applicatione'not within’tategories. If the Board deter&ines.ff

4 that the applicant's business does not fall within any of the categories set'

5 out in section 6 of this act, the following procedure shall apply: } . o
6 (1) Upon making the section 6 determination, the Board shiall
7 ,refer the foreign 1nvestment permit application to the State authorlty of
8 the .State affected by the appllcant s business. r

9 (2) The State authority shall approve or disapprove the germit

10 application, stating its reasons for approv1ng or disapproving in a report
11 which shall be delivered to the Board within 45 days of the receipt of the : -

12 application by the %tate authority. The Board shall promptly grant or deny

i3‘ the permit in conformity with the action taken by the State authoriti and

14 shall immediately notify the President of the action taken. ’ .

15 (3) If the state Authority apﬁrovu the appiieaeien, 4€ may ) "-,

16 dwposa limitations on the issuanca of the permie.

17 - Section 9. President's action on foreign investment permits. yhithin

18 * 20 days of receipt of notice of a permit action taken by the Board, the

19 President may reverse the decision of the Board if he determines'that:the
20_ action taken woold adversely affect é coﬁpelling,ﬂational.interest releting
21 to foreign affairs or to the general public welfare. If the President

22 takes no action within the prescribed time limits, the Board action_stands.
23 If the President reverses the action taken by the Board, he shall notify the i
24 Board, the applicant, and the State authorities by certified mail. of his i

25 decision and the raasens for the decision. No Board permit decision is :
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1 final until the requirements of this section have been met. . ﬁ
2 - Sectionle. Right of‘éppeal. An applicant or State authority aggr%;ved, '5 

-3 by a final permit'decision may appeal the déCision by filing a notice of @ppe;i:: i
4 within 30 daysAof receipt of notice of the decision with the High Coirt of the. :
5 Trust Territory of the Pacific Islands or the Supremé Court of the Federated ;;
6 States of Micronesia. The notice of appéal shall also be served'oﬁ fhe ‘ i
7. Attorney General of the Federated States of Micronesia and the Secfetary. ‘A ?
8 Such appeals shall be made under applicable rules §f civii procedure} |
9 Segtibn 11. Commencement and operations of business. ' |

10 | (1) Before commencing business activity withinvthé Federaﬁed States :?‘
11 of Micronesia, a licensee éﬁall inform the Seéretary of the financial yeaf used {
12 by the licensee's business in Keéping its finanéial records. g |

13 o (2) A licensee éhall be subject to all 1aws‘of the FederaFed States‘

14 of Micronesia, including any rules and regulations promulgatedlﬁndegtthis ad&. ;f
mg‘ (3) A ilssnbet 4o dadied to havé aanﬁ;nusa te ¢ha aaaaaﬁauou of ;

16 process by service on che.indiv1dual nated for that pufpoaelin the l}censee'a |
17 pérmit application. If the individual named in the application_canngt be found

18 at the address given, proceés served on the Registrar of Corporations with

i9 copies sent by certified mail to the address stated in the applicatipn is

20 valid service on the licensee. |

21 Section 12. Licensee reporting requirements.

22 (1) Every licénsee;shall file an annual report with the Secretary

_23 in such form as he‘may prescribe by regulation, containing a full and accurate

24 statement of business activities undertaken by the licensee in the Federated

25 States of Micronesia., a profit and loss statement, and an updated statement
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-1 of-the information provided in the original permit application, which report

2 shall be due within 60 days immediately following the end of the 1icenseefs

{

3 financial year. Voo

4 (2). Every licensee shéll édvise the Secretary of any change'in
-5 the financial year used by the licensee'within 60 days of -the change.} ; i
6 (3) Every corporate licensee shall file copies of any chahge " w
7 in the provisions of its original charter, articles of incofporétion,for
8 bylaws within 60 days of the change with the Registrar of Cofporatioﬁs énd'. 44'
9 the Secretary. . ' . : |

]
. i i
10 Section 13. 1Insurance companies. . : e

1 (1) Every insurance company granted a foreign investment permit .

12 shall file a $100,000 deposit with the Secretary in cash, negotiable '

13 securities, or a bond from a corporate surety, or any combination tota}ing

14 $'100,000 which is acceptable to the Secrefary, to be filed within 30 days '

i3 froem the isnuancé of the permit and held in tiust by the Secretary for the | 't‘

16 . sccount of the compady to sdtisfy any judgment that may Be rendered against

17 it under insurance'policies that it may issue.l The‘deposit shall be ;ain_
- 18 tained as long as the insurance company conducts business in the Federated

19 States of Micronesia.

20 (2) Every insurance company granted a foreign investment permit

21 pursuant to this act shall file a verified statement summarizing éll . o i

22 commercial activity transacted within the Federated States of Micronesia by

23 the company during its previous financial year and a duly certified copy of

P ST e TITEID LTSI L=

24 its annual report to any authorized official of the state, territory, . !

25 possesciong-er cowftT§ in which the company is organized. The statement

—
e
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"1 shall be filed with the Secretary within 60 days of the end of the insurance ;:j
2 Acompany's financial year. }1 w;
3 Section 14. Change‘iﬁ licensee's business. If a licensee‘intends to - 'T'x?
4 substantially alter the business activity on which the foreién in&estﬁunt %
‘54 permit isbbaseg or intends to undgrtake significant additiona13busines% S ‘;?
6 activities not contemplated at the time of the original application, tﬁéA  ¥ﬁ
7 licensee shall submit an application for a new foreign investmenf permft to" F
8 the Secretary, which shali be considered in accordance with sections 6 ;
9 through 9 of this act except that the Board, the Secretary, or the State &'
10 authori;y need not duplicate investigatory efforts.made in connection with the 'E?
11 original application. The licensee shall not alter its business éctiVTties “ §;
12 or add.new business activities un&ii a new permit is granted. f
13 Section 15. Permit trenewal. If a licensee wishes to retiew an éxpiringf I
14 permit, a renewal application may be submitted to the Secretaty in a fétm' ‘

(1]
16
17

18

19

20

21

22

23
24

25

whish lie prarofibos and nhell be dipposed of by the Bearetavy aeaérdiug to v
regulations promulgated to implement this section. A licefivee may continue

|

businiess activities while the renewal application is pending.

Section 16. Modification, suspension, or revocation ofbpermit.:

(1) A foreign investment permit may be modified, suspended, or

revoked by the Board if:

(a) The original permit application is found to have .
contained false or fraudulent information; v , : | ‘ g
(b) The licensee bribed- or otherwise influenced or attempted !

to bribe or influence the Secretary or any member of the Board or any member &

s o : |

of a Stare authority +ov-issue the permit;
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1 S (c) The licensee presented false or fraudulent information

2 to the Board or to a State authority in support of the application; i

|
| R
3 -~ (d) The licensee violates any law of the Federated States, ce
"4 of Micronesia or of any political subdivision within the Federated States

5 of Micronesia, or any of the regulations issued under those laws, whiEh, @%
. b St

6 are relevant to the business activity conducted under the permit; - i
7 ~ (e) The licensee éngages in business activities which are N
‘8 violative of any limitation contained in the permit; | B Y

9 - (f) The licensee engaées in business activity substaptialiy

10 outside the scope of the permit; - . T

IRt oy —

11 ' (g) The licensee fails or refuses to édmpiy with the

12 repofting requirements of section 12 or 13 of this act, and such failure

g e—dptetdarr

13 continues for a period of 60 days after any report is due; or C B
. B

14 | (h) The licensee refuses or fails to comply with otders
lS,ifor production of documents and things or for attendance of witnesses under | o
16 séction 19 of this act.
17 - (2) The Board shall, upon receipt of information which in?icates
18 tﬁat a permit should be modified, suspended, or revoked, schédule-a hearing
19 on the matter before the Board. At least 21 days written notice‘of‘the
20 hearinglshall be given.té the licensee stating the alleged violationms.
21 Hearing procedure shall be prescribed by the Board by regulation and shall

22vAinc1ude the right of the licensee to participate and to be represented by A

23 counsel, to call witnesses, and to cross-examine witnesses called against

24 the licensee. After the hearing the Board may, by majority vote, modify, .

25 _suspend, or.revcke -the permit, and in such cases the Secretary shall notify

11 of 15 i k :
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rTeceipt of notice of the action of the Board. Cbpies of the notice of

appeal shall be served on the Secretary and the Attorney General.

the licensee of the action taken by certified mail within five days of the

"hearing, stating the reasons for the action taken. A licensee whose permif
§

has been modified, suspended, or revoked, may appeal the decision of the [
. |..

‘Board to the High Court of the Trust Territory of the Pacific Islands or the

Supreme Court of the Federated States of Micronesia within 20 days after

Section 17. Surrender of foreign business permit.

t

(1) A licensee may surrender a permit by filing a certifﬂcate

signed and acknowledged by the licensee with the Secrétary, stating the

following: =

(a) The name of the licensee as shown on the recordJ of the

Secretary and the licensee's permit number;
)

(b) A revocation of the licensee's. designation of_aéent

for the saPviad of proaasnj

(c) That the licenses surrenders authority to eﬁgase in

Jbgsinéss'in the Federated States of Micronesia; : %

'

(d) That the licensee consents to service of process against
the licensee in any action or claim for relief base& upon'liability or
obligation incurred within the Federated States of~Micronesia.prior to the
filing of the certificate of surrender by service on the ﬁegistrar of
Corporations; -and : i
| (e) An address to which the Registrar of Corporations shall
mail a copy of any process‘served upon the licensee, which address may be

changed from time tn.fime by filing a certificate entitled "notification of
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" lost or destroyed, in which case an affidavit of the 11censee shall be

.

ehange.of addrese" eigned and acknowledged by the licensee-befote an appto-
priately commissioned notary public or Clerk of Court. | . {
(2) The foreign investment permit shall be attached to the Q
certificate described in subsection (1) of this section unless it haq beee
. I
attached attesting to such loss. . : _ . P

(3) Mere retirement from doing business in the Federated;States

of Micronesia without a filing of the certificate described in subsection (1)
. t

of this section does not revoke the appointment of an agent for the fervice

of process within the Federated States of Micronesia. .

Section 18. Service of process on noncitizen after revoeqtion:df

business permit. ' ' » !

(1) After the permit‘of a noncitizen has been revoked, pilocess

against the noncitizen may be setved upon the Registrar of Cotporations in .
any soklon #n B LiaBiliky o ebllgdblen dnsusesd wibhit bha Yedarabey pantan
of Micronesia prior to the revocation.

i

(2) 1In any case where, under the provisions of this Section,l
the Registrar of Corporations is served with process, he shall immediately ’
send by certified or registered mail a notice of service and a coﬁy of the
summons and complaint to the noncitizen concerned, at the honcitizen's last

address of record.

Section 19. Enforcement of this act.

(1) Primary responsibility for the enforcement of this act shall:
be placed in the Board, with the assistance of the Secretary, and, as to

criminal sanctions provided in section 22 of this act, appropriate law
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enforcement authorities within the Federated States of Micronesia.
(2) 1In carrying out the duties imposed by this act the Board ;
{
may require the attendance of any citizen or noncitizen at a meeting or i
hearing conducted by the Board, and may require such persons to testify or
to produce at, before, or after such meeting or hearing documents, information, i

and things relevant to enforcement of the provisions of this act.

Section 20. Rules and regulations. The Board shall promulgate the

regulations necessary to'implement this act, which regulations shall have

the force and effect of law.
Section 21. Exemptions. This act shall not apply to: F h‘
(1) Cooperative associations and credit unions duly organ}zed
and incorporated under the laws of the Trust Territory or the Federatéd
States of Micronesia or a State thereof; and !
(2) Banking and savings and loan institutions authorized to do
Businman Under thie Laws of ehs Truse Yerrltory or the Federated Btates of !

Micronesia.

Section 22. Criminal penalty.

(1) Any noncitizen:
(a) Who intentionally engages in business activities in the
Federated States of Micronesia for which a foreign investment permit is
required without first obtaining that permit; or
(b) Who, after obtaining a foreign investment permit,
intentionally fails to comply with the limitations, if any, stated in the ﬁ
permit; or 7. i

{¢)—Who obtains a fdreign investment permit by fraud or

14 of 15




RIS G e N ——
. . \ / j -
?f J. “ < /{:%?'QC)V
. C. B. No.
1 misrepreseutéqion shall be deemed guiILykof a criminal offense and upon
7.2 conviction théreof by a court of competent jurisdiction within the Federagéd ‘ “ﬂﬁk
3 States of Micronesia shall be imprisoned for a period of not more than oné;'_ tﬁj ;h
4 vyear or fined not more than. $2,000, or both. v ' N g i
-5 (2) Any citizen or noncitizen, wﬁ; aids4or'abets a‘noncitiken_ _g;
6 in violating any of the terms of subsection (1) of this section shall:be - Ekh
7 guilty of a criminal offense and ﬁpbn con&iction thereof in a court of .?{:
8 competent jurisdiction within the Federated States of Micronesia, sha#l be ' é?i
9 imprisbnedAfor a period not exceeding one year or fined $2,000, or bqrh. - :%éﬁ.
10 ‘Section 23. Repeal. Chapter 1 of Title 33 of the Trust Territqu ., : | ;&‘
11 Code is hereﬁy repealed. | 'Lg}
12 VSgction 24. Effective date. This act shall become law upon aeroval ?‘
13 by the President of the Federated States of Micronesia or upén ifs b%coﬁing | ?'F
14 law without such approval. . |
14 | a
16 Data: r 2"2/ F/ Introduced by:
(By'Request)‘
17 .
18
19
20 ' :
P
21 ;%‘
22 | 4,
23 I
24 . 1"
25. . — i
i
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