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erzace The First Nationzl Bank of the Fedorated States of Mizronesia,
for other pitrposes. ‘

"LE LT ENACTED BY THE- CONGRESS 0¥ THE FEDERATED STATES OF MLCROMESIiA:

Section i. Purpose. It is the intent of the Congress of

the Fedevated Statae of Mi ClOd'Sia to create » Ddpancind
instlitutice o provide the people of che TFoderns of

Micronzsia with adequate bankiag faciliiies and te promcts
the general welfarve of the people of the TFederated Statee
of Micronesiz. : ' L
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Fodivalnt bone2s of Licvonesis.  Theve g navahy cvencdd

a body corporate to te known as The First N’C:UAAL Beak of toe

Fedevated States of Hicronesia, nereinafter rafervad to as
a fivst Noiional Bank.”
Section 3. Durxalion. The First National Bank shall e.ins:

wntil such time as it I dlssoide by the Coungress o Lo

w5 of Mic 1oxoskd.
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secizlon . Plugce of buglaces. The priacinal olfice o4

The First

Bank shs
ot the Fadoi.ed Statas of Micronssiz. ITas firse
shail establisih a branch office in eacn State "Vcapital‘ané such
othet branch offices as the Board of Directors deens necesgary,
inclnding mubiie branches providing vegular hanking cacvices to

the cater islands of each State on field trip ships.

Szetioel 5.0 Objeces and puuposges of fhe bouk. Uhe obje s

and mvrpogses ior which The First National Jank is Zormmed are:

{1y 1o do, conduct, .ad tiansact gooovally the
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Cisivras of 1 commarcuirh banik o go do ol
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wereise all powers and perform all functions which a
commercial banl is authorized or cmpowered to do, exercise,
or perform under and by virtuc of the laws of the Federated
states of Micronesia, includine to receive deposits
oL money, doal dn conmereinl papetv, load money op |;41 O
personal property, discount bills, notes, or other commercial
paper, and to buy and sell securities, gold and silver
pvuilion, foveign coins, or bi |JT.'J’ exchange;

(2) To do, conduct, and transact generally the
businese of 5 savings bank, and to do all things, exercise
all powers, and perform all functions which a savings bank
is authorized or empowered to do, exercise, or perform
undor and by virtuF ol Lhe laws of Lhe Federated States
or Jdcronesia; to accumulate, Lodan, wuwd invos
the fuinds of its depositors; receive deposits of money;
loan, invest, and collect the same with interest; to repiy
depositors with or without interest; invest such funds in
property, securities, and obligations; ru declare and
pav dividends oo dts poreral posits; and to vay a Cipuic el
rate of intervest on 1vpu3!Ls hJee 10 a stabed neriod, or upon
Special terms;

(3) To do, conduct, and iraosact acoerally the
business ol a trust cnmAAny and do all things, cioreise all

powers, and perform all functions which a trust company

is authorized or empowered io do, exercise, or perform
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undax and by VlLLhO oL wa laub of Lhc Federated States of

Micy ias to‘t#ke, recaive, and hold in trust, property; both

real and'persoual, for individuals, firms, companieas, assccia-

ticng, or corporations, and to dccept and execule Lrusts of

every description Wﬁich may be committed. to it by any persgn,
cecutor. administracor, adminiétracor with éheAwill snnexed,

guardian, trusree, assignee, raceiver, o by any corporatiodn,

or by any agency or branch of any State or the YNational Govern-—

ment of the Federated States of Micronesiaj; te accept employ-
gent as aud act as executor of any last will and testament and

wavexed, of

e

as adidmnistrator, or administrator with the will
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the estates of deceasad persons, aud as assignee, rece
trustee; and depositary in all such matters, and in a lega
manner to attend to the management and settlement of estates,
guardianships, assig gneeships, and receiversihips, and 2

act as trustee, agent, or attorney for .individuals. fiyms,

AN

anmpanie$, agsociations, or corﬁorations, and to attend
cooauny ad all mapuer of trusis; bc act as'agant ior‘1n5
ﬁd)“o‘; of Tteglstering or .countersigéing the ecaviificoies
of stecks, bonds, or other inle lraﬁuLC’ of any covporstiony
companys associétion, municipality, ‘Stats, ur public autaoricy
on such terms. as may be agreed upén; to act as afansfer

ageat and ragistrar of certificates, stocks, o¥ bonds;'to

purchase, bold, seli, and take such property, real and

personal, as may be mortgaged, pledgzad, and . wypothesated .
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-or coovveyed Lo it iu trust, or Lor its benefit for money

loaned in pursuance of its vegular business, and as may

be purchused by it at sales under mortgages, pledgeés,

hypothecations, or deeds of trust made for its benefit ‘for

.money so loaned, or as may be conveyed to it by borrowers

of money in satisfaction or in discharge of loans wade

thereon

3 to purchase, hold, own, and sell personal

.

property; and to do all of the things in this paragraph

set forth as such trust company;

the conduct of said safe dezposit

hold for others personal propertv and securilies

(4} To conduct a safe deposit business, and in

business, store

without compensation, and to maintain vaults and

and
wiikh or

safes

and receptacles therein for the sturage, sate-~depositing,

savings bank, and trust company, as hereinbeiore set forth,

vational Bank, in a manner not inconsistent with the laws of

advisanis:

(5) To conduct the business af a commercial bank,

v

.

the Federated States of tlicronesia; and

ar

off

i

- and safe-keeping of personal property and securities, and
o reat and hire such safes and receptacles to others upon

~such  terms and ccaditions as the corpuiation may deem

iu and az ceparate or diiferent departments c¢i The First

{(6) To indemnify any and all of its directors

cers or former dicectors or officers or any person

4 of 15
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who may have szvved ab its request as a directov ox

officer of another corporation in which it owns shares

cof capital stock or of which it is a creditor, against

7

gupensas albually and neceésérily incurred by Liam in
connection with tie2 defense of ény,action,.suit, or
pfoceeding in which they, or any‘of them .are made parties,
sr a party, by resson of being or having been directors

or officers or a director or officer of The First Natimnai
Eauk,‘cr bf'such other corporation, except in velation to.
mattevs as Lo which sny such director or ofiircer or

rocmer dir:c%qr nr officer or person shall be adjudged

, 0or proceeding, to be liabl: for

ct

in such action, sul
negligence or misconduct in the performance of duty.

gach indemnificaticn shall not be deemed exclusive of

" any other rights to which those indemnified may be

er.-itled, under any bylaw, agreement, or otherwise.

Segation  &. Powar o hold wyeal pronéivty, The

Tirst dational Back may purchase, acquire, held, sell, lease,

and convey or otherwise dispose of real property whenevar

appropriate to tha purposes fer which The First National Bank

Seccion /. Owoershin of The First Natioval Bauk.

(1) The First National Bani shall issue sharz

+

accounts as provided in this section.

(2) All share accounts shall be represented by

o
3]

b4y

«

C.B. No._ ;/‘?;);?J/
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‘shatc account books containing a ceftificate‘of membefship
and evidcncingrthe participation value of thé share account.
Share accounts may bhe purchased by Quy person who is a
Micronesiaﬁ citizen or by any ébrporation wholly owned by
Micronesians. Share accounts shéll not be transferable or
assiguabie.

| | (3) Share accounts shull be sold for $10 | or
multiples thereof.- ‘

(4) The Board of Directors may declare a‘

dividgnd at the end of any fiscal year from the net earnings
remaining aiter providing For an adequate res:rve, which
shall not - be. less than that required by law.
All holders of share accouants sﬂall participate equally in
dividends pro rata to the patticipation value of their

share accounts.i In the case of any share account which has
been held for less than one tull fiscal year, the holder

shall bo euntitled to receive a proportiounl part of said

Aividrad celeulated on the number of months fov which thes
share account was held.

() At ony time adnqﬁate funde 2y oa hand for this
vurpose, The First NJtional Bank shall redeem any share

account upon application by the holder of the share account.

The redemption price of share accounts shall be the Full ﬁalue>

.of the share account.

(6) Interest shall be paid on all share accounts
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at the same rate avd on the same basis as is paid on all

other deposits held by The First National Bank.

Section 8. Management 0. The rirst Natiunalrﬁdnk.

(1) The affairs of The First National Bank shall be
managed and its corporate powers excrcised by the Board of
Directora which shall consist ol Five members, hercinafter
reterred to as the "Board." ihe wembers of the Board shall
be appointed by the President of the Federated bHtates of
Micronesia, with the advice and consent of the Congress of
the Federated States of Micronesia.

(2) Members of the Board shall serve four=year
termsy PROVIDED thst at the vairst meeting of the Board the
members shall, by ilot, detevmine among them which member shall
have an initial term of one year, which member shall have an
initial term of two years, which member shall have an initial
term of three years; and which two members stinil Lave an
an initial term of irour years. The initial tervms of the Soard
members shall expice ;t nouin on the dav of the [irst meeting
of the Rozrd in the first, =ccond, third, or fourth year
respectively, lollowing the tirst meeting.

(3) Any iniurim vacancy cu the Board of Directors o.
the five appointed divectors shall be filled by appointment
by the remaining directors, aud any director so appointed
shall serve for the unexpired term of the director he

replaces.
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(4) Any divector may be removed irom -‘.'!':E"i.»’_fi’ by
the allirimative vote of two-Lhirds oi the Board of Dircctors.

(5) The First National Bank shall have at least the
tollowing olficers: a President, 4 Vice President, a treasurer,
and a secrecary.  These officers shall be ippointed by the
Board of Directors [u; a term of office which sball not exceed
four years. The ofiicers of The First National Baﬁklmuy be
removed [rom olfice as provided in the bylaws of The First
National Bank.

(6) At the first neeling ol the Board of Divectors
che members L—:hdl.i_‘ proceed to elect a chairman by majority
vote. The chairman may be rvemoved from office by the
affirmative vote of two-thirds of the members of the Board
of Directors.

Section 9. ,ﬁ:;”;k__:@&&.}‘.]?}ﬂjﬁi- The overaticoas of the First

facional Bank shall bw subject to the provisiov.s of the Federated

gtates of Yicreonesia Bank Act of 1924, a3 gacndsd from Uige to

Lime, and aay successor or related Law of i Federaced States

of Micronesia regulating the formation, licensing, and operatioas

of commercial baaks within the Federated States of Hicroneasia.
Section 10. Bylaws. The Board oi Directors, Dy an
affirmative vote of a majoritcy of the whole Board, may adopt,
amend, alter, or vepeal such bylaws for The First National Bank
28 are not incoasistent with this act providing For the manage-

of tno business of The First National Bank, the regulation

.
-
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ot its atrairs, the organization, conduct, and mect ings of

the Board of Directorvs. the dutics of the olficors of The First
dational Bauk, the officers requived to furnish bonds and

amounts thereof, and any other matter not inconsisteat-with

the purposes of The First National Bank; PROVIDED that Che bylaws
shall not be adopted, amended, -altoved, or repealed at any
aceting of the Board b Directors unless writien notice

ol any preposed action to chonge the bylaws his bern seat

by certified mail to cach director two weeks prior to such

meeting.

Section 1l. Professional qualifications of members

.

i the Board and oflicers of The First Nation:l Banic.  Board

neimbers of The F

rot Mational sank shall be persoas experienced
in the conduct of husiness, comueree,  EFinance, bankiong, and
accounting. The President, Vice President, treasurer, and

cecretary of The First National Bank shall have had not j.ss

than [ive vears' ciperience in the banking profession, o+« Lhe

3 .
efquivalent experience in a related professioo.
l2o Disqualifications.
&

(1) Exceptras provided in subsectiois (2) and (3) of
Liuus section, wo amember of the Board or olficer of the First
National Bank during his membership on the Board or emp loyment
ao an officer and for a period of four years Following termination

of such membership or employmant shall be eligible either to

horrew money trom or through The ¥irst National Bank or to

©w

ot LS
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Lty in whole or inm part undar a guarantee

y the deposit of a security io Tha First

respect of a debt or obligsrion of a thixd

frer phe axpication of one yraw fellowiorg

mbersuio or eamploymeni,  L{oVvRer @ambs

1 use from The First National Bank 2o o a

tey the iration i two
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tsoaal use from The First Wational Baub

Books aad records ¢f The Firet National Eank

of the Boerd or siiicdr of The Tirst National Bank may borvow

i membersiin or ewmpioyizns,. o fovmar omoar

icer of 'the Mivse cavissnl Lovnk may bores

“he books apd vecords of The First Wawticnhal Dauk shail be.

thoroughly exanined and auditad a:

#adrd.  Upon the

actablishment of the Office of che Publi

goch timas as the bhozed mav

weovide, Sy qualified. independent exewinzys appointec oy the

Acditor, puvsuant no ariicle XIT, section 3, of the Cemstitutic:

0% the Fedazated

performed by the

authorized to be a

Federated S:tates

States of Micronesia, this function shall b

=
Lo}

Cifice of the Public Auditor,

Costs of adminiscrabion. There is harsby

LS

u? Micronesia such amount of funds as is
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necessary to carry out the cost of administvation of this

act. The Board of Divectors of -The First National Bank shall,

to the extent feasible, forccast the needed appropriations

Lor the riscal year and vequest the funds.frvm the Courgress

of the Federated States of Micronesia. Nothing herein

coutained shal} prohibit the Boarvd from seckiag or soliciting

funds for its up:zatiun and capitalizacion irom additional

sources within or without the Federated States of ilicronesia.
Section 15. Expenses. All members of the Board shall

be entitled to necessavy travel expenses and per diem at

standard rates of the National Government of the Federated

States oi Micronesia while on Lihc: business of The First National

Lank. Board members who ave neither caployces nor ofllicials

of a State government or the National Government of the

Federatéd States of Micronesia‘Shall, in addition, be paid

$35 per day while on the business of The Firgc Natioanal Bank.

Section 16. Tai exempiion. Tt is heveby found and

k)

declaved that tiae punpose [or wivich The First Netioral nank is
created is a puglic purpose for the beaefit ot the people

of the Federated Sta&:g of Micronesina, and that. therefore,
'ne Fivst Nativial Baank shall not be requived to pay any taxes
or assessients on any of the prépertyAacquired or to be

acquired by it or on .its operaticns or activities.

Section 17. Debts of The First National Bauk not public debts.

The debts or obligations of The First Nationat Pank shall not

1L of 15
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1 be debts or obligations of the National Govevmment of the
2 TPederated Staves of icronesia, nor shall the Naticnal

3 Covernment of the Federated States of Micronesiaz De

4 vesponsible for the same.

5 - Section 18. Aunual reporis. The Fivst Kacional Bank

6 shall file with the President of the Federated States of Micro-

7 rnesia and. the Congress of the Federated 3tates oi Hicrones

-

2,
0 wirhin 90 days after the close of its fiscal year, a repcrt

10 sworn to by the members of the Board of Birectours ‘stating

™

11 the name and address of The First National Baonlk, containing
i2 profit and loss statement of the last fiscal year and a

13 statement of its éss:ts and lianilities as of the ciose

14 of such‘year9 end stating the names and addresses of all
15 directors and officérs of The First Naticnal Bank, Such report

16 shall be made available to the geneval public without charge.

7 Section 19. Willfully defrauding The First National Bupk.

18 Any Board member, director, officer, zmployee, or agent of The

1% Tirst National Barnk who embezzlies, absivacts. or willfully mié»
2C applies any moneys,bfunds, credgits, o1 secpritics of The First

21 Natiounal Bank or who willfully makes any false entry in zny

22 book, repor:, or statemeat of The First National Bank, ox who,

23 does any other act, with intent to injurn or deiraud The First

24 National Bank; or any individual who, with like intent, aids

or abets any d ilcctor, o;flcel, emnployvee, or agent in any

[
(€4
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violation of this section; o1 any individual who makes a False
ctatement with the intent of defranding The First Natiounal
Bank of moneys, fuuds, credits, of securities, shall be fined

not more than $20,000, or imprisouncd for pet more than' 10

years, or both,

Section 20, Orpanizativa of The First National Bank.
The EirSt Hational Bank shall bepin its operalion Ln Lhe
tollowing manner:

(1) Within 20 days alter the fitth director is
appointed to the Board of Directors in accordance with this
act, the rFresideht of the Federated States of Micronesia shall
ci1ll the first meeting of the Boavd of dircciara.

(2) Trow the date of the Lirst weciéing mentioned
in subrection (1) of this section until October 10, 1982, the
Roard of bircctors shall make such studices, inVQstigaLions,

v ‘
and prepavations as are necessary for The First National Bank
to begin operations hv Javuary 1, 1983, Suach studics aald

favestigations shall includ:. bot net be limired to, the

¥ .
Linaneiai and other resource. accessary for Ihe First National
- . - . - . .
Bink tu begin operatious, a review ¢f this act with regard to
any amendments tne Board of Divectors way wi<i to propose to
the Congress of the Federated States of Micronesia, and a study
of the merits of either a joint venture with an established

bank or an indcpuadent bank affiliated with an established bank.

The Board of Divectors shall not, however, euter into dany

L}
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binding contracts or other obligations during this period

" except as are necessary to complete the studies and investi-

cations reforeed to above.  Tho Soard of Divectors way
employ such persons or organizations as it feels are
necessary to perform such studies and investigations, within
the limits or the apprepriation provided bherein. The Board

-~
of Directors shall attempt to obtoin tiae consulting scr-
vices of the World Bank, other appropriate United Nations

agencies, and other organizations. -

(3) On or before October 30, 1982, the Board

N

OF Directors shall make a report to the cougress ol the
Q . s

*

*

*

Federatad Status of Miéronﬁuin ivGicating the rasuive of its
studies and investigations and specifically stating the
funding and other resources that will be required for S
The First Natiounal Bank to begin operations.

(4) Aftor Dc'*.écml)or 31, 987, the liu:ﬁ‘d »ioDirectors

shall commence the vperatioh of Thr First National Roan' din
P

. .
gaccordance with tne provisions of Cbis et
¢« .

Y
.

-Section «i. Appropriating oi fund~.  The sim oy 375,000,
: d
o1 we wuach thereof as may be necessary, is hereby appropriated from

M ~ »
Lhe Goneral Fund of the Federated States of Micronesia
for the fiscal year onding September 30, 1983, for the
purpose of carrjing out this act. The Board shall be the

allottee of the funds.

Section 22. Allotment of iunds. ALl fuuds appropriated

o
>
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by this act shall be allotted, mauﬁged, administered, and
accounted ior in agscordance with applicable law, including
bt aob Liwicod to. the Finoncial danagenent Act of 71979.
The allottee shall be responsible for ensuring that thesé
funds, or so much thercof as may he necessary, are used
solely for the purpose-specifiod~in this act, and that

- »

no obligations ard incurred in excess ol the sum
nppropriatcd. The authority ol the allottee to obligate
funds appropriated by this act shall lapse as of
Soptember 30, 19873,

\
Secion 23, Lifective data. this aclt shall become

Law upon approval by tha Prosident of the Yedorateld:
States of Micronesia or upon its becoming law without

-such approval.

’ L
Dates _ 9;5_18\/_ ' Introduced by: %’0 /L
. Elias Thomas
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