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EIGHTH CONGRESS OF THE FEDERATED STATES OF MICRONESIA
FIRST SPECIAL SESSION, 1994 CB.NO. _§—-2Z2&

ABILL FOR AN ACT

To further amend title 21 of the Code of the Federated States of Micronesia, as amended by
Public Laws Nos. 5-7, 5-104, 7-37 and 7-99, by repealing chapter 2 in its entirety and
by adding a new chapter 2 in lieu thereof, for the purpose of privatizing the
Telecommunications Corporation, and for other purposes.

BEIT ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF MICRONESIA:

1 Section 1. Sections 201 through 231 of title 21 of the Code of the Federated

2 States of Micronesia are hereby repealed in their entirety.

3 Sectior 2. Title 21 of the Code of the Federated States of Micronesia is hereby
4 further amended by adding a new section 201 of chapter 2 to read as follows:

5 "Section 201. Title. This chapter may be cited as the ‘Fec;‘erated States of

Micronesia Telecommunications Privatization Act of 1994

Section 3. Title 21 of the Code of the Federated States of Micronesia s hereby

6

)

8 further amended by adding a new section 202 of chapter 2 to read as follows:

9 "Seclion _202. Definitions. As used in this chapter, unless otherwise
0

1 specified:

11 (1)_'Board' means the Board of Directors of the Company.

12 (2) 'Company' means the Federated States of Micronesia

13 Telecommunications Companv_established pursuant to_section 203 of this
14 chapter.

15 (8) 'Governmen!' means the National Government of the

16 Federated States of Micronesia.

17 (4) 'President' means the President of the Federated States of

18 Micronesia.

19 (5)_'Secretary' means the Secretary of the Department of

20 Transportation and Communication of the Federated Slates ol Micronesia.
2.1 (8) _'Telecommunications services' means services which include,
22 but are not limited to, telephone, telegram, telex, data transfer,

2.3 facsimile, videotext, and audio visual services, both as availahle to the
24 general public and as provided b_v lease arrangements for the exclusive
25 use of lessees."



1 Section 4. Title 21 of the Code of the Federated States of Micronesia is hereby
2 further amended by adding a new section 203 of chapter 2 to read as follows:
3 "Section 203, Establishment of the Company. The Federated States of
4 Micronesia Telecommunications Company is hereby established."
5 Section 5. Title 21 of the Code of the Federated States of Micronesia is hereby
6 further amended by adding a new 'section 204 of chapter 2 to read as follows:
7 "Section 204. Incorporation of the Company.
8 (1)_The Company:
9 (a} _is a body corporation with perpetual succession;
10 (b)_shall have a seal;
11 {c) _may enter into contracts;
12 (d) may acquire, hold, manage, charge, and dighose of
13 r ersonal,_and mixed property;

14 e) may su d be sued in its corporate name: and
15 (f) for the purposes of its functions, has all the

16 powers, functions, duties, and responsibilities of a corporation,

17 (2) To the extent that other provisions of National law are not

18 inconsistent with this chapter, they shall apply to the Company and
19 its _activities."

20 Section 6. Title 21 of the Ccde of the Federated States of Micronesia is hereby

21 further amended by adding a new section 205 of chapter 2 to read as follows:

22 “Sectignﬁ 205. Objectives of the Company. The objectives of the Company
23 shali be:
24 (1) to assume r nsibility for managemen eration, and

25 maintenance of domestic and international telecommunication services for
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1 he Federated es of Micronesia:
2 {2) to perform in a_manner that will best meet the
3 social, economic. and political needs for the people of the Federated States
4 ic sia in > ication services and to d ' s _efficient!
5 and economically as practicable:
6 (3) to the extent that it is reasonable and practicable.
7 to provide telecommunication services to the widest practical number_of
8 users; and
9 4 ncour and enlist private sector participation
10 i any."
11 Section 7. Title 21 of the Code of the Federated States of Micronesia is hereby

12 further amended by adding a new section 206 of chapter 2 to read asfollows:

13 "Section 206. Funclions of the Company. The functions of the Company
14 under this chapter are to plan, establish, manage, operate, and_maintain
15 domestic and international telecommunication services for the Federated
16 States of Micronesia consistent with the objectives set forth in section
17 205 of this chapter."

18 Section 8. Title 21 of the Code of the Federated States of Micronesia is hereby

19 further amended by adding a new section 207 of chapter 2 to read as follows:

20 "Section 207. Powers of the Company.
21 (1) Subject to this chapter, the Company has, in_addition to any

22 other powers conferred by this chapter and any other law, all powers.

23 rights, privileges, and immunities that are necessary or_convenient for

24 carrying out its functions.

25 (2) Without limiting the generality of subsection (1) of this
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activities or that may be granted: provided that any such future grant of

(i) _does not adversely affect the financial ability of

the Company to serve the outer islands: and

1

2

3

4

S (ii)__shall not permit the operation of a public switch
6

7

8

system;

(e) shall in_accordance with the provisions of title 17.

the Administrative Procedures Act, set and collect rates and charges, and

9 promulgate rules and requlations, with respect to the provision of

10 - telecommunication services; provided, however, zhaf rates and charges
11 shall not be set so that for any fiscal year the anticipated annual gross

12 profit shall be more than 20 percent of anticipated annual igross

13 revenues: and provided further, that annual gross profits earned in
14 excess of 20 percent of annual gross revenues shall within_the next fiscal

15 year be used by the Company either to maintain or expand its system or to
16 provide rebates to its customers; and

17 (f)_shall adopt articles of incorporation and bylaws to

18 govern the operations and functions of the Company."

19 Section 9. Title 21 of the Code of the Federated States of Micronesia is hereby

20 further amended by adding a new section 208 of chapter 2 to read as follows:

21 "Section 208. Management of the Company.

22 (1) Subject to this chapter and to the articles_of incorporation
23 and bylaws adopted by the Cornpany pursuant to this chapter. the

24 Company shall be controlled and managed by a Board of Directors.

25 2) The Board has and may exercise and perform all the powers
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and functions of the Company under this chapter."

Section 10. Title 21 of the Code of the Federated States of Micronesia is hereby

further amended by adding a new section 209 of chapter 2 to read as follows:

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

“Section 209. The Board of Directors.

(1) The initial directors of the Board. which shall serve until

their successors are elected or appointed at the first sharehoider's

meeting described in section 212(6) of this chapter, shall be

comprised of eight directors including the following: the Secretary.

who shall serve as the chairman of the Board, and, subject to appointment

and removal by the President. two attorneys, if possible, or other

individuals from the private sector representing_consumer inlerests. one

representative from each of the four States. subject to_apfointment

and removal by the Governor of the e, and one representative
from the Federated States of Micronesia Telecommunications Corporation.

The_initial Board shall meet at the call of the chairman or anv four

directors and, subject to _this chapter. the articles of incorporation. and

the bylaws, shall determine its own procedures. Vacancies in the initial

Board may be filled in the same manner as directors may be appointed.

The quorum for any meeting of the initial Board shall be five,
(2) At the shareholder's meeting described in section

212(6) of this chapter, and until the National Government owns less than

25 percent of the authorized capital stock of the Company:

(i)_the Board shall be comprised of eight directors

and the qucrum for any meeting_of the Board shall be five;

(i) _the directors shall be elected by ballot at the annual
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1 meeting of the shareholders, to serve for one year or until their
2 successors are elected and qualified: their term of office shall begin
3 immediately after election; an
4 iii)__ev reholder entitl vote ny_election
5 for directors of the Company shali have votes equal to the number of his
6 shares with voting rights multiplied by the number of directors to be
7 elected: and he may accumulate his votes and give one candidate all his
8 votes, or he may distribute his votes among as many candidates as he
9 thinks fit; the candidates receiving the highest number of votes up to the
10 number of directors to be elected are elected.
11 (3)_At such time as the National Government owns less than
12 25 percent of the authorized capital stock of the Company®the number,
13 selection, and qualitication of directors as set forth in subsection (2) of
14 this section, may be changed by the amendment of the bylaws of the
15 Company,
16 (4) If a director has a personal interest in the subject matter
17 of any question before a meeting of the Board, he shali disclose his
18 interest in the meeting and shall take no part in the deliberations (except
19 as _directed by the Board) or in the decision of the Board on the question,
20 Any such disclosure shall be recorded in the minutes."
21 Section 11. Title 21 of the Code of the Federated States of Micronesia is hereby

22 further amended by adding a new section 210 of chapter 2 to read as follows:

23 "Section 210. Officers and staff.
24 (1) The officers of the Company shall be a president. vice-
25 bresident. secretary, and treasurer, each of whom shall be selected by the
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1 irectors in ance with the bylaws. Such other officers as may be
2 deemed nec may be sted by the directors or en in such a
3 rn may be ribed in the bylaws. The erson not
4 hold the position of president and secretary at the same time. The duties
5 of the officers shall be as set forth in the bylaws or by resolution of the
6 directors, not inconsistent with the bylaws or_this chapter.
7 (2) The Company may émglgy such other employees,
8 consultants, and advisors on such terms and conditions as it deems
9 necessary and convenient for the performance of the functions of the
10 Q_maansa'"
11 Section 12. Title 21 of the Code of the Federated States of Micronesia is hereby
12 further amended by adding a new section 211 of chapter 2 to read ad"foliows:
13 "Section 211. Vesting of real personal, and mixed property. As of
14 January 1, 1995_all real.‘ oersonaﬂami__,_mp_m_ge_rty of the
15 Federated States of Microﬁesia Telecommunications Corporation,
16 including_without limitation, all monies lying in the Telecommunications
17 Revolving Fund created under section 1 of Public Law No. 3-27. shall
18 vest absolutely in the Company; and all assets and liabilities, rights.
19 duties, and obligations. and all contracts and agreements of the

20 Government relating to telecommunication service and existing on

21 January 1, 1995, including the telecommunication_grants made available

22 under sections 215(a) and 215(b) of the Compact of Free Assaciation,

23 shall stand transferred to and vest in the Company as of said date.”
24 Section 13. Title 21 of the Code of the Federated States of Micronesia is hereby

25 further amended by adding a new section 212 of chapter 2 to read as follows:
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22
23
24
25

“Section 212. Authorized capital stock; Privatization.
———=—cb T oo ~yareaion
(1) The initial Board shall on or before September 30, 1994.

obtain an appraisal of the value. as of June 30, 1994, of the property
transferred under section 211 of this chapter,

(2) The appraised vali g" determined under subsection (1) of
this section shall constitute the aggregate par value of the initial

authorized capital stock of the Company. The par value of each share shall

be $10.00.

(3) Of the initial authorized capital stock, 25 percent shall be

issued 1o the Government as soon as practicable.

(4) _The remaining 75 percent of the initial authorized capital.

stock shall, as soon as practicable, be made available for plirchase by the

i cash on such terms an itions as authorize the Board;
rovi ver: |
{a) th chase pri r_share shall not be | han
the par value; * |

(b)_only citizens of the Federated States of Micronesia

shall be permitted to purchase or own shares: and

{c) no person, other than the Government. shall be

permitted to purchase or own more than one percent of the authorized

capital stock: provided. however, if one vear after the initial offering of

k anv of the initia horized k remains unsold, then the Congress
{ Federated s of Micronesia may authorize the purchas ind

ownershi any citizen of the Federated States of Micronesia of up to

two percent of the authorized capital stock: and if two years after the
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1 initiai offering of stock any of the initial authorized stock remains unsold,

2 then the Congress of the Federated States of Micronesia may authorize the

3 purchase_and ownership by. any citizen 9. f the Federated States of

4 Micronesia of up to three percent of the authorized capital stock.

5 (5)_Monijes received by thgb Company with respect to the sale of

6 capital stock under subsection (4) of this section, shall. to the g.xggnt of

7 the value of the _§_‘1Qc_k_sglg".,§be paid into ihe General Fund of the Federated
8
9
0

States of Micronesia or_otherwise credited to the Government as soon as
practicable after their recsipt. |

(6) _As soon as _Q@gi_cg'olg, bul in any event within 60
11 days after the initiglliggggnigg- of the stock purchased pursuant io

12 subsection (4) of this section, the Baoard shall call for and Bol

13 of the shareholders_to slect new directors.

14 7) il the Government owns less than 25 percen h

15 authorized capital stock, the amount of th rized capital stock can
16 only be amended with the coﬁggﬁ ¢ of the Government.

17 (8)_Each share of stock of the Company shall be entitled to one
18 vote stand by any sharsholder election or action for any ggrggs'g;

19 provided. however, shareholders shall be permitted to accumulate their
20 votes in the election of directors.

21 {9) Only persons in whose names shares entitled to vote stand

22 on the stock records of the Company on the day of any meeting_of the

23 shareholders shall be entitled to vote at such meeting, uniess some other
24 . day be fixed by the Board for the delermination of shareholders of record,
25 and then on _such other gjgy;_gn;g;/jggg, however, until the initial
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authorized capital stock is fuli Id rivate sector, the Pr

or his designee shall itled to vote the shares remaining unsold."

Section 14. Title 21 of the Code of the Federated States of Micronesia is hereby

further amended by adding a new section 213 of chapter 2 to read as follows:

1
2
3
4
S "Section 213. Accounts and records.

6 {1)_In respect to its assets and iransaclions, the Company shall
7 aintail and records in accordanc » with generally accepted
8 accounting principals consistentiy aoplied.

9 Gﬂ_Ih§£2unn§nlﬁhﬁu§ngag&gnjndgngnggnngﬁE&Jg

0

1 complete an audit ot the accounts and records of the Company within 90
11 days after the end of each fiscal year.

12 The Company shali. as soon racticable afier the clé_s_e_o_t
13 gach fiscal year, submit the financial statements of the Company and the
14 auditor's report to the Congress and the President of the Federated States
) of_Micronesia."

16 Section 15. Title 21 of the Code of tha Federated States of Micronesia is hereby

17 further amended by adding a new secticn 214 of chapter 2 to read as follows:

18 "Section 214. Revenue; Authorized investments.

19 (1) _The revenue of mie Company shall not be treated as revenue
20 of the nggmmgnj_an_ﬂggyj_e_qm ded for the purpo f Com aﬁ
21 pursuartt to procedures adopled by the Board.

22 (2)_The Cornpany njay invest any of its monies in _excess of the
23 amounts necessary for raeeting %hg immeadiate requirements of the

24 Company in investment grade time cem_ﬁggteg of deposit. bonds, notes,
25 prime commercial paper, or other low-risk investmenis.”
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Section 16. Title 21 of the Code of Federated States of Micronesia is hereby

further amended by adding a new section 215 of chapter 2 to read as follows:
"Section 215. Payment of dividends.
(1) Except as 'thgm"@g provided by law, the Board of the
Company may pay dividends on its outstanding shares in cash,

1

2

3

4

5

6 property, or its own shares. only from the profits and earned surplus of
7 the Company and oniy M]gnv the Company does not have a loss and the

8
9
0

payment of a dividend would not create a capital deficit.
(2) For purposes of the payment of the dividends. the

1 Government_will o be the owner of any shares of the initially
11 authorized capital stock which have not been purchased by the public."
12 Section 17. Title 21 of the Code of the Federated States of Micrdnesia is hereby

13 further amended by adding a new section 216 of chapter 2 to read as follows:

14 "Section 216. Taxation. Goods imported by the Company for the

15 provision of telecommunication services shall not be su bject to any tax.
16 rate, charge, impost or duty under any other law; provided. however, that

17 ' upon the resale of any such goods, the Cocmpany will be liable fer and shall
18 the then applicable tax, rate, charge, impost or duty on the
19 depreciated value of the goods.”’

20 Section 18. Title 21 of the Code of the Federated States of Micronesia is hereby

21 further amended by adding a new section 217 of chapter 2 to read as follows:

22 “Section 217. Acquisition of land for the Company.

23 (1) _Where any land_or interest in land is required for the

24 purposes of the Company. the Company shall comply with applicable State
25 and National jaws.
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(2) _The compensation payable for land acquired under
subsection (1) of this section shail be paid by the Company."

Section 19. Title 21 of the Code of the Federated States of Micronesia is hereby

further amended by adding a new section 218 of chapter 2 to read as follows:

"Section 218. Transition provision.
(1) _All acts. transactions, matters. and things done,

in v entered into by the Federated States oi Micronesia

Telecommunicalions Corporation established under the Federated States of

Micronesia Telecommunications Act oi 1981. section 1 of Public Law No

2-10, shall be deemed to have been done, determined, and entered into by

the Company.
All iabilities, ri igati isti

immedi i 2cliv f thi I sferred t0_an
iliti

(3)_The Board of _Dlr_:egto.ts_aﬂc!_gﬁigg.m_uml_e_ar ted States
of Micronesia Tglecgmmurjicaxiong Corporation immediately before the
effective date of this act snhall continue their duties until the initial Board
of the Company has been a p} pointed and has had time to organize.

(4)_The acts, Il'ansa;:tions, matiers, and things done,
determined. or entered into by 1"h§ Government with respect to the
Egggrg’jgg States of Micronesia Telecommunications Corporation shall be
deemed o have been done, determined and entered into by the Government
with respect to the Government.”
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Section 20. This act shall become law upon approval by the President of the

Federated States of Micronesia or upon its becoming law without such approval.

Date: M?‘Z /C/}f% Introduced by: /J{’A/;/{JMWV\

L&o A. Falcam
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