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.?ﬁNINTH CONGRESS OF THE FEDERATED STATES OF MICRONESIA

FIFTH SPECIAL SESSION, 1997 C.B. NO. 7_2.9¢

T
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A BILL FOR AN ACT

To further amend'title 52 of the Code of the Federated States of
Micronesia, as amended, by enacting a new chapter 6, for the purpose
of establishiﬁg a retirement program for employees of the Government

of the Federa

ed States of Micronesia, and for other purposes.
|

BE IT ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF MICRONESIA:
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Section 1. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a
new chapter 6 to be entitled the "Federated States of Micronesia
Retirement Plan". ¢

Section 2. Title 52 of the Code of the Federated States of
Micronesié, as amended, is hereby further amended by enacting a
new sectién 601 of chapter 6 to read as follows:

“Section 601. Short title. This chapter may be cited

as the Federated States of Micronesia Retirement Plan."

Section 3. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a
new section 602 of chapter 6 to read as follows:

"Section 602. Definitions.

(1) ‘Accounts’ or ‘Member’s Accounts’ means the

member’s employvee account and the member’s government

A

account.

(2) ‘Annuity Starting Date’ means the first day of

the first period for which a pension is paid as an

annuity or any other form.

(3) ‘Beneficilary’ means any person, persons, or

entitv named by a member by written designation filed

with the Board to receive the member’s accounts in the

event of the member’s death. If no such designation is

in effect at the time of the death of the member, or if

no person, persons, or entity so designated shall
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survive the member, the member’s surviving spouse, if

any, ‘'shall be deemed to be the beneficiary;: otherwise

the beneficiary shall be the estate of the member.

g‘ (4) ‘Board’ or ‘Board of Trustees’ means the Board

of. Trustees provided for herein as the governing body

responsible for the direction and operation of the

affairs and business of the system. Title to all assets

of the plén shall be held for the plan by the Board or

its qualified adents oxr custodians.

(5) 'Breakpoint’ means $12,000 in 1997, increased
bi four percent (4%) per year, compounded annually,

Qég;gninq in 1998.

(6) ’Compensation’ means the base salary paid to an

employee for gervices rendered to the Employer.

(7} ‘Credited Service’ means service recognized for

purposes of computing the amount of any benefit,

determined as provided in subsection 2 of section 605.

(8) ‘Custodian’ means. any agent who is qualified

and has assumed the responsibility for the physical

possession of plan assets.
a .
(9) ’Effective Date’ means July 1, 1997.

(10) ‘Emplovee’ means any person employed by the

employer as a permanent, presidentially appointed, or

elected employee who receives stated compensation other

than a pension, severance pay, or retainer or fee under

2 of 39



‘ .

W e
C.B. NO._T?-» 29¢

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

'].
contract.

p—a— L X B2

(11) 'Employee Account’ means the account credited

with employvee contributions made by a member and
§

;’ 4 .
earnings on those contributions.

oo (12) ‘Employee Contributions’ means amounts

contributed pursuant to subsection 1 of section 606.

{13) 'Employer’ means the Government of the

Federated States of Micronesia or any sSuccesSOL with

respect to its elnployvees; or any other organization

participating in the plan as provided in subsection 2 of

s§ction 612 with respect to its employees.

(14) 'Enrollment Date’ means the first day of any

payroll period following the effective date or the date

the employee becomes a member of the plan, if later.

(15) 'Equivalent Actuarial Value’ means the

equivalent value determined on the basis of the

mortality table based on a fixed blend of 50 percent of

the male mortality rates and 50 percent of the female

mortality rates from the 1983 Group Annuity Mortality

Table set fbrward three vears and interest at the rate

2
of seven percent (7%) per year, compounded annually,

except as otherwise specified in the plan. ;

(16) ‘Final Average Compensation’ means the average

annual compensation of a member during the sixty

consecutive calendar months in the last 120 calendar
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monﬁns of his employment by the employer affording the

highest such averade, oI during all of the months of his

employment by the employver if less than sixty months.

1

3 (17) _'Fund’ means the investment fund or funds
1

established by the Government of the Federated States of

Micronesia Retirement System in which employvee

contributions, government contributions, and pension

benefit contributions are invested and which is

comprised of the, total of all employee accounts, all

qovernment accounts, and the pension benefit account as

provided for by section 606.

(18) 'Government ’ means the Government of the

Federated States of Micronesia.

(19} ‘Government Account’ means the account

credited with qovernment\contributions on behalf of a

member and earnings on_those contributions.

(20) 'Government Contributions’ means amounts

contributed pursuant to subsection 2 of section 606.

{21) 'Member’ means any person included in the

membership of the plan, as provided in section 604.

(22) 'Normal Retirement Age’ means the later of an

employee’s 60th birthday or the second anniversary of

the date he become a member.

(23) ‘Normal Retirement Date’ means the first day

of the calendar month coinciding with or immediately
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folYowing an emplovee’s attainment of normal retirement

age.:
. (24) 'Offset Benefit’ means an amount egual to the

aﬁhual pension, payable as a monthly single life

annuity, commencing at the member’s annuity starting

date which is of equivalent actuarial value to the value

of the member’s accounts.

(25) "pension’ means the annual amount of payments

under the plan as provided in section 609.

(26) 'Pension Benefit Account’ means the account

cfedited with pension benefit contributions and earnings

on those contributions.

(27) ‘Pension Benefit Contributions’ means amounts

contributed pursuant to subsection 6 of section 606.

(28) ‘Plan’ means the Government of the Federated

States of Micronesia Retirément Plan as set forth in

this chapter or as amended from time to time.

(29) ’'Plan Year’ means the calendar year.

(30) 'System’ means the Government of the Federated

States of Micronesia Retirement System.
4 ;
(31) ‘System Actuary’ means a Fellow of the Society

of Actuaries who is engaged by the Board of Trustees to

determine the employer contributions to the penmsion

benefit account required by subsection 6 of section 606.

({32) 'Valuation Date’ means the last business day

5 of 39



e
C.B. NO. éz-zf?é?

S w N e

w

m =N o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

"‘ . 13 .
of each calendar quarter, the first valuation date 1is

September 30, 1997.

. {33) 'Vesting Service’ means service recoqnized for

Qu¥goses of determining eliqibility for certain benefits

under the plan, determined as provided in subsection 1

of section 605."

Section 4. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a

new section 603 of chaptér 6 to read as follows:

"Section 603. Creation. The Government of the

Federated States of Micronesia Retirement System shall

be. an autonomous agency and a public corporation of the

Government of the Federated States of Micronesia."

Section 5. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a

new section 604 of chapter 6 to read as follows:

"Section 604. Membership.

(1) Membership Requirements. Every person:in the

employ of the employer shall become a member of the plan

as of the first day of the calendar month, beginning

L3 * . . . . '
with July 1, 1997 coincident with or immediately

féllowinq the date he completes 90 days of employment by

the emplover, provided he is then an employee.

(2) Events Affecting Membership.

(a) An employee’s membership in the plan shall
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endjwhen he is no longer employed by the employer except

that he shall remain a member so long as he meets one of

the following requirements:

4

L (i) The member is in receipt of a

pension.

(ii) The member is entitled to an

immediate or a deferred pension.

(iii) The member’s right to his government

account is nonforfeitable under the provisions of

subsection 2 of section 606, and the member has not

received distribution of his qovernment account under

the provisions of paragraphs (a) or (b) of subsection 3

of section 607.

(b) Membership shall continue while on

approved leave of absencg from service or during a

period while he is not an emplovee but is in the employ

of the emplover, but no vesting service or credited

service shall be counted for that period, except as

specificallv provided in section 605 and such person’s

benefit shall be determined in accordance with the

. . A . )
provisions of the plan in effect on the date‘he ceased

to be an emplovee.

(c) Membership Upon Reemployment. If an

emplovee’s membership in the plan ends and he again

becomes an emplovee, he shall again become a member as
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1 . .
of h'is date of restoration to service as an _employee."

Section 6. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a

new section, 605 of chapter 6 to read as follows:

"Section 605. Service.

(1) Vesting Service.

(a) Vesting Service means the sum of credited .

service as defined in subsection 2 of section 605 and

military service'as defined in the immediately following
paragraph (b).

1

(b) For purposes of this section, "military

service" means a period of time, up to a maximum of two

vears, when a member served in the Armed Forces of the

United States, including but not limited to the Army,

Navy, Air Force, Marine Corps, Or Coast Guard.

(2) Credited Service.

(a) The period of employment of a member

during which he was an emplovee and received or was

entitled to received compensation from the employer

shall be credited service under the plan. One-twelfth

&
of a yvear of credited service shall be counted for each

cémpleted calendar month of credited service.:

(b) For a member who became a member on_ the

effective date, credited service shall include the

following periods:

8 of 39
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’ (i) Periods of employment by the
o

Government of the Trust Territory of the Pacific

Islands;

3 (ii) Periods of employment by a State of
1

the Federated States of Micronesia;

(iii) Periods of employment by the College

of Micronesia-FSM: and

(iv) Periods of employment by agencies,

instrumentalities, and public corporations of the

Feaerated oldlrto 2= 2lor=sSiT==x

Federated States of Micronesia.

(c) A member whose employment with the

emplover is terminated for any of the following reasons

shall have his credited service for the period of

employment ending with such termination cancelled:

(i) Defrauding the employer;
\

(ii) An act of dishonesty with respect to

the employer, or

(iii) Conviction of a felony which

occurred while an employee.

(3) Restoration of Retired Member or Other Employee

to Service#

(a) Upon restoration to service with the

employer of a member in receipt of a pension, the

following shall apply:

(i) His pension shall cease and any
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eleation of an optional benefit then in effect shall be
o
void..

(ii) Any vesting service and credited

gé;vice to which he was entitled when he retired shall
o

be restored to him.

(iii) Upon later retirement, his pension

shall be‘based on the benefit formula then in effect and

his compensation and credited service before and after

A AL B A A AL e e e

the period when he was not an emplovee, except that it

shall be reduced by an amount of equivalent actuarial

value to the plan benefits he received before his
restoration to service.

(b) Upon restoration to service with the

employer of a member who is described in either of the

immediately following squaraqraphs (i) or (ii), any

vesting service and credited service to which he was

entitled when he terminated employment shall be restored

to _him. ’

(i) A former employee who is entitled

to, but not in receipt of a pension.

% (ii) A former employee who hadﬁnot

previously received a distribution of either his

employee account or his government account.

(c) Upon restoration to service with the

employer of any other former employee, such employee

10 of 39
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§nali be treated as a new employee, and no credited

service or vesting service to which he was previouslx

entitled shall be restored.

Sectiohus. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a

new section 606 of chapter 6 to read as follow:

vSection 606. Accounts.

1 Employvee Account.

. ,
(a) Beginning on his enrollment date, a member

shall contribute six percent (6%) of his compensation to

tﬁé plan. Such contributions and earnings thereon shall

be: credited to the member’s employee account.

(b) A member shall at all times be 100% vested

in, and have a nonforfeitable right to, his employee

account. \

(2) Government Account.

(a) The employer shall contribute to the plan

on behalf of each of its members an amount equal to one-

third of the amount of employee contributions. Such

contributions and earnings thereon shall be credited to
& B
the member’s government account.

W

(b) Except as provided in the immediately

following paraqraph (c), a member shall be vested in,

and have a nonforfeitable right to, his government

account after the completion of five yvears of vesting

11 of 39
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serv}ce or upon meeting the requirements for a pension

as determined in section 608.

(c) A member whose emplovment with the

1

emgloyer is terminated for any of the following reasons
]

shall forfeit his entire government account:

(i) Defrauding the employer,

(ii) An act of dishonesty with respect to

the emplover, or

(iik) Conviction of a felony which

occurred while an employee.

(3) Valuation of the Emplovee Accounts and

i

Government Accounts. The trustees shall value the

employee accounts and government accounts at least

quarterly. On each valuation date there shall be

allocated to the accounts, of each member his

proportionate share of the increase or decrease in the

fair market value of his accounts, based on a uniform

allocation method which applies uniformly to all plan

members. Whenever an event requires a determination of

the value of the member’s accounts, the value shall be

computed asaof the valuation date coincident with or

;ﬁgediatelv preceding the date of determination plus

contributions to the accounts after such valuation Date

and minus withdrawals from the accounts after such

valuation date, subject to the provisions of subsection

12 of 39
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| (4) Discretionary Power of the Board. The Board

reserVes the riqght to change from time to time the

précedu;es used in valuing the_accounts or crediting (or
e

debiting) the accounts if it feels, after due
delibération and upon the advice of counsel and/or the

current recordkeeper, that such an action is justified

in that it results in more accurate reflection of the

fair market valuet of assets. In the event of a conflict
between the provisions of this section and such new
adﬁinistrative procedures, those new administrative

grégedures shall prevail.

(5) statement of Accounts. At least once a year,
each member shall be furnished with a statement setting

fortﬁ the value of his acgounts and the vested portion

of his accounts.
(6) Pension Benefit Account.
(a) In addition to its government

contributions, the employer shall contribute to the plan

on behalf of each of its members an amount equal to a

-

percentage o} each member’s compensation where%such

geﬁcentage is determined annually by the system actuary
as the amount required to pay for the pension benefits
provided by section 608.

(b) The percentage required by the immediately

13 of 39
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Qreczéihg‘garagragh (a) shall be the amount determined
by thé:éxstem actuary using a generally accepted

ac%uafial funding method approved by the Board of

, Sectioq.7; ‘Title 52 of the Code of the Federated States of
: Micronesia, as amended, is hereby further amended by enacting a

. new section 607 of chapter 6 to read as follow:

“Section 607. Distribution of Accounts_upon Termination
of Employment. ‘

(1) Eligibility. Upon a member’s termination of

eﬁgloyment. the vested portion of his accounts, as

determined under section 606 shall be distributed as

determined under section oubd, Slals L= SSSesstmm=mm s
provided in this section.

(2) Form of Distribution. Distribution of the

'

vested portion of a member'’s accounts shall be made in a

cashflumg sum. If a member'dies before the distribution

is méde, the vested portion of his accounts shall be

paid to his beneficiary in_a cash lump sum.

(3) Date of Payment of Distribution.

(a) Except as otherwise provided in this

“

[} )
section, distribution of the vested portion of a

member's accounts shall be made as soon as '

member s accountis sld.rl A o o ——

administratively practicable following the latest of:

(i) . The member'’s termination of

employment,

14 of 39
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(ii) The date his last paycheck from the
emglo&ér is issued, or

. (iii) The member’s 60th birthday.

3.3; . {(b) In lieu of a distribution as described in

the immediatelv preceding paraqraph (a) above, a member

may, in_accordance with such procedures as the Board

shall prescribe, elect to have the distribution of the

vested gorﬁion of his accounts made as of any date which

is before the date described in the imme&iatelx
gneceaigg paragraph (a) and which is coincident with or

following the later of:
‘ (i) The date he terminates employment,

(ii) The date his last paycheck from the

employer is issued. However, a member eligible for an

early retirement pension pursuant to subsection 3 or 4

of sgction 608 shall elect to havé the distribution of

the vested portion of his accounts made as soon as

administratively practicable following the later of:

(A) The date his pension begins, or
'y [

(B} The date his last pa%check from

the employer is issued. i

(c} In the case of the death of a member

before the distribution of his accounts, the vested

portion of his accounts shall be distributed to his

15 of 39
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i . beneficiary as soon as administratively practicable

ﬂng]‘-"_ following later of:

54

(i) The member’s date of death, or
R (ii) The date the member’s last paycheck

i ot

frombgﬁe employer is issued.
(4) Status of Accounts Pending Distribution. Until

comglétely distributed under subsection 3 of gection

607, the accounts of a member who is entitled to a

9 distribution shall continue to be invggggg_gg_gggg_gg
10 the funds of the plan.
11 '% (5) Proof of Death and Right of Beneficiary or
12 other Person. The Board may require and rely upon such
13 proof of death and such evidence of the right of any
'214 beneficiary or other person to receive the value of the
ﬁ;isi - accoﬁnts of a deceased member as the board may deem
; $6? gropér and its determination of the right of that
.17v beneﬁiciarv or other person to receive payment shall be
; ;8  conclusive." ’
. 19 , Section 8. Title 52 of the Code of the Federated States of
20 Micronesia, as amended, is hereby further amended by enactiﬁg a
21 new section 608 of ghapter 6 to read as follow: ' %
22 “éection 608. Eligibility for and Amount of Pension
23 Benefits.
24 (1) Normal Retirement.
25 (a) The right of a member to his normal

16 of 39
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retﬁﬁement pension shall be nonforfeitable as of his

normai retirement adqe. A member who has attained his

noxrm etirement e may retire from service and

reégiﬁe a normal retirement pension beginning on'his

normal retirement date or he may postpone his retirement

and remain in service after his normal retirement age,

in which event the provisions of subsection 2 of section

608 shall be applicable.

(b) subiect to the provisions of subsection 1

10 of section 609, the annual normal retirement pension

11 pé&é9le4uxuL4sﬁQ4xmEzu;4uLsLAEmﬁﬁg:g_ggsmgl_zgzisgmggg

12 date shall be equal to the excess, if any of (i) over

13 (ii), determined as follows:

14 ‘ (i) Floor Benefit: The lesser of $10,000
15 or the sum of (A) and (B)\ multiplied by (C) determined
16 as follous: |

17 (A) 1.25% of the member’s final
18 - average compensation. i

19 - (B) 0.25% of the portion of the .

20 ' member’s final average compensation in excess of the

21 breakpoint 2n effect as of his termination ddie.

22 . C) His years (includin ‘partial

23’ years) of credited service not in excess of 25.

24 (ii) An amount equal to the member’s

25 | offset benefit.
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§2if“1ate Retirément.

p . xfa) If a member postpones his retirement as

provided*in paragraph (a) of subsection 1 of section

upon- his termination of emplo ment from the

|

i emgloief, he 'shall ibe entltled to a late retirement

pen51on beqinning on the: first day of the calendar month

afterzthe Board receives hlS written application to
retirev: - . i

3l . -(b) The-late termination pension shall be an

‘mmediate pension beginning on the member‘’s late

o

Y A e ——

retlrement date and, subiject to provisions of subsection

1 'of section 609, shall be equal to an amount determined

in accordance with paragraph (b) of subsection 1 of

ection' 608 pbased on the member’s credited service and

section'6U8 Dbased OR LAUAE HETLES S o

fina;‘average compensation as of his 1até retirement
date:-and -the breakpoint in effect as of his termination
date. dmy

(3)- Early Retirement.-
! ~weof(a) A member-who has not reached his normal

retirement age, bu£ who terminates employment from the

employer on®a date on or after the latest ofs¢

nd (i) The second anniversary of .the date

he became a member,

(ii) His 55th birthday, and

(iii) The date he completed 25 years of

18 of 39



at his retirement date must be no earlier than the

zg]_________________”________________.____________
seégﬁa'gnniversagx of the date he became a plan member,

he.ehgil nonetheless be allowed to retire from service

prior.to July 1, 1999 and receive a pension in an amount

1 7 determined in accordance with paragraph (b) of
8.- gggggétion.l of section 608, paragraph (b) of subsection
9 1 of section 608, or paragraph (b) of subsection 604 of
10 section, whichever is applicable."”
.11 Sectidg 9. Title 52 of the Code of the Federated States of

12 Micronesia} as amended, is hereby further amended by enacting a

13 new section 609 of chapter 6 to read as follow:

14 "Section 609. EEXES££=2£=££2§;22£'
15 (1) Automatic Form of Pension Payment. The
16 member’s pension shall be pavable in monthly
17 installments equal to one-twelfth (1/12) of the annual
18 - gension ending with the last monthly payment before
19 .4 death, unless the member has elected an optional benefit
20 ' as provided in subsection 3 of section 609.
21 Lglgrln‘anv case, a lump sum payment of eéuivalent
22 | aétuarial value shall be made in lieu of all ﬁéngigg
23 benefiﬁs if the annual pension payable to the member
24 determined as of the member’s retirement date amounts to
25 $500 or less. Any lump sum benefit payable shall be
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made}as soon as practicable following_ the determination

that the amount gualifies for distribution under the

r viéions of this paragraph (2). In no event shall a

lump sum payment be made following the date pension

gaxmehts have commenced as an annuity.

(3\ Optional Form of Payment. Any member may elect

to convert the pension otherwise payable to him into _an

optional form of benefit of equivalent actuarial value,

as _provided in the following option: a reduced pension

gaxapie during the member’s life, and after his death

Qd&abie at 50% of his reduced pension during the life

of} and to, the spouse to whom the member was married on

A e e o e e e e e et ———

his annuity starting date.”

Section 10. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby'further amended by enacting a

new section 610 of chapter 6 to read as follow:

nSection 610. Board of Trustees.

(1} Board of Trusteesl

(a) All powers vested in the system shall be

exercised by the Board of Trustees, composed of seven

() ;
members call trustees, appointed by the Presiﬁent with

the advice and consent of the Senate. The Boérd‘ghall

gselect a chairman by a majority vote. Members shall

serve for a term of four years. Vacancies shall be

filled in the same manner as the original appointment.
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}1f (b) Four members constitute a quorum of the

BoardéfOr the transaction of business. The concurrence

of . four members constitutes official action of the

e Board may adopt rules and requlations

overning the conduct of its affairs.

(c) Each trustee of the Board shall receive

M o e ———

comgensa;ion for attendance at meetings of the Board at

a rat; established by the Board in conformance with the

law of the Federated States of Micronesia. No trustee

may receive any other compensation, but shall be

ré;mbﬁrsed for actual travel, subsistence and out-of-

1

pocket expenses incurred in the discharge of the

trustee’s responsibilities.

(d) No trustee shall be liable for any

decision made in the qooq faith non-malicious

fulfillment of his duties. .

rulilL el M e e~

(i) Any moneys provided for

compensation, travel, subsistence and out-of-pocket

expenses incurred by trustees in the discharge of their

resgbnsibilities éhall not be paid from the fund, but

shall be gd&d from an appropriation made by Cbngress.

(2) Board of Trustees - Powers and Dutieé. The

system, through its trustees, has the following powers

and duties:

(a) To maintain and operate a retirement
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szsﬁém’oroqram for the employees of the employer.

(b) To establish its internal organization and

ma?agement.
,yu %‘ . (c) _To _adopt a seal.

. | (d) To sue or be sued in its corporate name.

(e} To employ, retain or contract with

individuals or orqanizations for their services as

qualified managers and specialists.

(£f) To.adopt rules and requlations as

necessary for the exercise of the system’s powers,

'
‘I

Qe'fafmance of its duties and administration of its

operations.

(q) To adopt_and maintain a travel

authorization policy consistent with the laws and

policies of the Government.

(h) To provide for the installation of a

system of accounts and records which will give full

effect to the requirements:of this plan; to adopt all

necessary actuarial tables to be used in the operation

of the system; and to provide for the compilation of
. >

statistical and financial data as required fd} actuarial

valuations, periodic surveys and calculations:

(i) To obtain information from the

participating members and employer as necessary for the

proper operation of the system.
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g 5 ;- (i) To authorize expenditures in accogggggg
f'z | wiéh £he provisions of the plan.
. 3 . (k) To have accounts of the system audited as
4 Q&WMM
jé ;n ;ggprizto the Government as soon as possible following
6 the close of the year, including, among other things. a
| 7 mwwww
8 ggggiggglngjgngxgtem; a statement of income and
9 expenditures for‘the year; a statement showing changes
10 in the assets, liabilities, and reserves during the
11 végr:‘a statement of investments owned by the system;
12 ada other financial or statistical data as necessary for
13 a_proper interpretation of the condition of the system
.14 and the result of its operation. The Board shall also
15 cause a synopsis of the report to be published for
16 dist;ibution among_the members.
17 (m) To appoint the system actuary, under such
18 . arrangements as the Board thay establish, to carry out
19 the requirements of subsection 6 of section 606.
20 (n) To appoint an attorney, under such
21 arrangementé as the Board may establish, to aéyise the
.22 Board and the administrator on all legal matte&s to
2230 which‘the system is a party or in which the plan is
24 legally interested, and represent the system in
25

connection with legal matters before the executive.
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brankh. ledislature, boards and other agencies of the

Go&ergment and before courts in any jurisdiction.
(o) To do any and all other things necessary

full and convenient exercise of the above powers.

togthe
]
(3) Administrator: Powers and Duties.

(a) The Board shall appoint an administrator

to be its chief executive officer. The administrator

serves at the pleasure of the Board, which shall fix his

compensation in a manner consistent with the laws and

golicieé of the Government. The administrator shall

hdve full charge and control of the operation and

1

méintenance of the system.

(b) The administrator has the following powers

and dufies:

(i) To see that all rules and

mawg_ﬂ&w_@ﬂa@a
(ii) To attend, unless excused by the
Board, all meetings of theipoard and to submit reports
on the affairs of the system as required by the Board.
(iii) To keep the Board advised on the

needs of th# system and approve demands for g&xment of
[{

oﬁligations within the purposes and amount auﬁhorized by

the Board.

(iv) To keep all books, records, files

and accounts of the system and receive and act on all
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agg!ﬁcations for annuities, benefits, and refunds.

(v) To prepare periodic reports relative

to. the operations of the system and an annual report as

of the close of each plan year reflecting the results of
the financial operations of the system and including all

imgoftant financial, actuarial, and statistical data

gertigent to its operation.

(E) The administrator may employ clerical or

. L *
other assistance as necessary for the proper

administration of the system. The administrator may

1

e e S O e e e e ———

1’ . . R .
al'so engadge actuarial or other professional services to

assist in the preparation of the annual reports, to

advise in matters of policy, and to make annual

actuarial valuations.

actLuaL e e e ————

(d) The costs and expenses of the

administration of the system, including any custodial,

actuarial, and audit fees incurred in connection with

the financial operations of the system shall be paid out
of the system.

(4) Aqents of the Retirement System: Immunity from

$ :
or Indemnification for Civil Liability; Defenge of
Agents. v

(a) For purposes of this subsection 4, "Agent"

means a trustee or employee of the system.

(b) Notwithstanding any law to the contrary,

26 of 39
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)
no gﬁent shall be liable in any civil action founded

upon 5 statute or the case law of the Government for

da?age. injury, or loss caused by or resulting from the

agént”s performing or failing to perform any duty which

isﬂréguired or authorized to be performed by a person

holding the position to which the agent was appointed,

unless the agent acted with a malicious or improper

purpose, eicept when the plaintiff in a civil action is

the Government. )

A e

c Except as provided in paradra hs (d) and

(ﬁ) of this subsection 4, the Government shall indemnify

a_agent from liability by paying any judgment in, or

settlement or compromise of, any civil action arising

under national law, the law of a state, ox the law of a

foreign durisdiction, including fees and costs incurred,

unless the loss, injury or‘aamage for which the judgment

or settlement amount required to be paid:

(i) Is fulix covered by a policy of

insurance for civil liability purchased by the

Government ;

)

(ii) Is caused by or is the ré%ult of the

agent’s performing an act authorized or required to be

performed by a person holding the position to which the

agent was appointed so as to effect a malicious or

improper purpose; Or
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}. (iii) Is caused by oxr is the result of the

agent;s failure to perform an act regquired or authorized
to!be performed by a person holding the position to

whigh the agent was appointed so as to effect a

malicious or improper purpose.
(d) The Government shall not indemnify a

agent who would otherwise be entitled to indemnification

undexr paraﬁragh (c) of this subsection 4 if the agent
fails to cooperaﬁe fully under the defenée of the civil

action which is made available to the agent under

Da&aqfaph (c) of this subsection 4. The Government

shall not indemnify a agent for any portion of a

judgment that represents punitive or exemplary damages.

(e} The Attorney General shall represent and

defend a agent in any ciwil action for which immunity is

conferred under paragraph (b) of this subsection 4, or

when the Attorney General determines that

indemnification is available to the agent under

A e i

paragraph (c) of this subsection 4 and the agent against

whom the action is brought has submitted a written

# ’
request for representation and has provided ﬁhe Attorney

General with all process or complaint served ﬁgon the

agent within a reasonable period of time, but no more

than five days, after being served with the process or

complaint. The Attorney General may terminate the

28 of 39
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regnlgentation and defense of the agent at any time if,
afterifégresentation and defense is accepted, the
Attorney General determines that indemnification would
noé§5é available to the agent under paraqraph (c) of

| (f) A agent may retain counsel of the agent’s

own choice at the agent’s own expense. If the agent

chooses to retain counsel at the agent’s own expense,

the Government shall not indemnify the agent even though
the agent would have been entitled to indemnification
un&er.garagragh (c)_of this subsection 4. The Attorney
General may _enter an appearance in any action in which
the agent is represented by counsel of the agent’s own
choice, even though no request for the appearance has

been made by the agent. \

(g) Nothing in this subsection 4 precludes a

agent_from compromising or settling any claim against
the agent at the agent’s own expense. If such a

settlement or compromise is effected, however, he shall

be deemed to have waived any claims which the agent

[ ) ‘
might have made under this subsection unless the
grqvisions of paragraph (i) of this subsectioni4 apply.

(h) If the Attorney General denies

representation to the agent under paragraph (c) of this
subsection 4 and the agent proceeds to judgment in the
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5 defending against that action, including attorney’s
6 fees, court costs, investigative costs, and expert
7 witness fees. The Government shall pay the judgment or
8 ;gimpﬁrse the agent if the agent has satisfied the
9 judgment in an action for which reggggenﬁation was
10 denied, provided the agent was found not liable in that
11 aétioh or the agent established by a preponderance of
12 tﬁe evidence that the agent is entitled to
13 indemnification under paragraph (c) of this subsection
14. 4. A finding of negligence against the agent in the
15 civil action for which representation was denied shall
16 not be binding upon the Trial Division of the Supreme
17 Court ip any action brought under this paragraph. The
18 agent shall commence any action under this paragqraph no
19 later than two years after entry of judgment in the
20 WM&W
21 no appeal 12 filed, or two years after the cogclu31on of
22 he final appeal from the judgement if an aggeal is
23 filed.
24 . (i} If the Attorney General denies
representation to the agent under paragraph (c) of this
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subégétion 4 and the agent negotiates a compromise or

seftlément without any entry of judgement in the action

for which representation was denied, the agent may seek

1

toﬁfﬁ%roduce a bill in Congress to secure an

LI .
appropriation to reimburse the agent for the amount of

the settlement or that portion which constitutes a

reasoﬁable settlement, aﬁd for reasonable costs and fees

incurred by the agent in defending against that action,
including attorney’s fees, court costs, investigative
ost f‘ expert witness fees.

N i (1) Any moneys which the Government is

required to pay a agent under this subsection_shall be

paid from an appropriation made by Congress at the next

session after the requirement to pay inures to the

agent. The appropriation, shall be sufficient to include

any Qost-judgment interest which the agent was required
to pay if the agent has personally satisfied the

judgment, or at an aggrogripte rate for the period from
the entry of judgment for which indemnification is

available until the appropriation is enacted if the

judgment wa§ not satisfied. Any bill necessaéz to
effect a payment required by paragraphs (h) ag& (i) of

this subsection 4 shall be submitted by the agent to a

member of Congress; all other bills necessary to effect

payments required by this subsection shall be initiated
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‘
by ﬁhe Attorney General.

1
2 ’ 1_)__$Q;§_§g§§9ctlon 4 shall not be construed
; 3 L i i
4 ggigﬁégL_;mmgnitv, or jurisdictional bar conferred upon
5 954213;;39;§L;o a agent or the Government by any other
6 M_ML_M&_L&E-
7 (1) This subsection 4 shall apply to all
8 causes and actions not reduced to judgment. This
9 subsection 4 shall apply to any actigg_;ig;gg;ggggg
10 national law, the law of a state, or the law of a
12 Section 11. Title 52 of the Code of the Federated States of
13 Micronesia, as amended, is hereby further amended by enacting a
14 new section 611 of chapter 6 to read as follow:
15 "Section 611.
16 (1) General.
17 (a) The fund shall be invested and reinvested
18 by or under authority of the Board of Trustees. At its
19 discretion, the Board may designate its chairman or an
20 investment committee consisting of two or more members
21 of the Boarg to supervise this function. In éither
22 case, references to "the Board" in this sectLOn shall be
k23 degmgd to refer to the individual or committee
24 exercising this investment function.
25 (b) The Board shall have full power to manage
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the linvestments as, in its considered judgment, seems
mosﬁlépprogriate to the requirements and objectives of

the employvee accounts, government accounts, and pension
beéefif account within the fund, including, but not

limited to, the power to hold sell, conve

assigh, transfer, dispose of, lease, subdivide, or

gartition any assets held or_proceeds thereof, to

execute or' cause _to be executed relevant documents; to

enter into protective agreements, execute Qroxies, or

g;gn§~gogsent; and to‘do all other things necessary OX

"

appropriate to its posaition as afl ZHAE: =~ _Ses=mammes

' ropriate to its position as an owner or creditor.
(

(c) All proceeds and income from investments,

of whatever nature, shall be credited to the account of

e A e e e e i

the fund. Transactions in marketable securities shall

be carried out at prevaiyinq market prices.

(d) The Board may commingle securities and

moneys subject to the crediting of receipts and earnings

and charging of payments to_the appropriate accounts

established by the plan.

(e) No member of the Board and no_employee of

the Board s%all have any direct or indirect interest in
v

the income, gains or profits on any investment made by

the Board, nor shall any such person receive any pay or

emolument for services in connection with any investment

made by the Board. Membership in the plan under the
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te;gﬁfof the plan shall not be construed to include

interéest, pay or emolument within the meaning of this

ara .

satle,

3' #  (f) No member of the Board, employee or adent

shall become an endorser or surety or in any manner an
obligétor of investments made by the fund, nor shall any

membé}, emplovee or agent be held liable for actions

R S e e ————

(q) Dué bills may be accepted from the brokers

ggaigst payment for securities purchase, pending
delivery within a reasonable period of time of

certificates representing such investments.

taken in good faith and in performance of his duties.

O ® N & ! oETTw N

O
w N P O

(2) Custodian. The Board shall engage one or more

[
W

fund custodians to assume responsibility for the

=
m .

physical possession of fupd assets or evidences of

[
(=)}

assets. The custodian_shall submit such reports,

—
~

accountings and other information in such forms and at

Jiilla . L e —

-
©

such times as requested bvithe Board. All costs

-
(V=

incurred for custodial services shall be paid from the

fund. The custodian shall hold all assets for the

fund. The custodian sha.l N0~ aLl OSo == S —2o=

account of %he fund and shall act only upon tﬁe
, ¢

N NN
N = o

instruction of the Board, its administrator, or a

member, committee or agent so authorized by the Board.

N
W

N
=3

No custodian shall be engaged unless it

(a) Is a United States bank or trust company

N
v
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reg;aated by the United States Federal Reserve Board,
(b) Has a net worth in excess of $10 million.

o (c) Is a member of the Depository Trust

Cohmpany, I.D. System.
. '~ (d) Has at least ten years experience as a

custodian of financial assets.

custodian ol Lllal o o ———*

(e} Has at least $1 billion in custodial
assets. |
(3) Investmént Consultant.

. (a) In order to secure expert advice and

v ) ]
couinsel, the Board may engade one oI more investment

ettt

cénsultants which shall be an investment counsel as

All costs incurred in this

hereinafter gqualified.

connection shall be paid from the fund.

(b) No investment consultant shall be engaged

(i) The principal business of the

person, firm ox corgoratioh selected by the Board

consists of rendering investment supervisory services,

that is, the giving of continuous advice as to the

-

Y
investment of funds on the basis of the indigidual needs
of each client; v

(ii) The person, firm or corporation and

its predecessors have been continuously engaged in such

business for a period of ten or more years;
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*
j (iii) The person, firm or corporation is

_registered as an investment advisor under laws of the

Ugiteé States of America as from time to time are in
ef~gc£z

ST (iv) The contract between the Board and

the investment counsel is of no specific duration and is
voidable -at any time upon reasonable notice by either

party; and'

+ . )
A The person, firm or corporation

certifies, in writing, to the Board, that the assets

1
'y ) : ) 3 3 3
under its direct investment supervisilon are in excess of

$200 million.

. (c) No investment shall be made unless in the

opinion of the investment consultant, or investment

managers reviewed by the consultant, it is an

appropriate investment for the fund and is an authorized

investment under the provisions of this section or, in

the absence of such opinion, unless preceded by a

resolution of the Board directing such investment.
(4) Investment Policy. The Board, with assistance

) J
of the investment consultant, shall establish g written

investment policy which shall set asset allocation

quidelines and define permitted asset classes.

(a) The investment policy shall be for the

exclusive purpose of:
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} (i) Providing benefits to members and

beneficiaries; and

; (ii) Defraying reasonable expenses of
addinistering the plan;

(A) With the care, skill,

b
" '

prudence, and diligence that a prudent man acting in a

like capacity and familiar with such matters would use

in the conduct of an enterprise with like character and

aims; '

a (B) By diversifying the

investments of the plan so as to minimize the risk of

lafge logses, unless under the circumstances it is
clearlxvgot prudent to do so; and

. (C) In accordance with the
documents and instruments governing the plan insofar as
such documents and instruments are consistent with the

provisions of this title."

Section 12. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a

new section 612 of chapter 6 to read as follow:

Y :
"Section 612. General Provisions. B

; (1) Employer’s Contributions. It is the intention

of the employer to continue the plan and make the
contributions that are necessary to maintain the plan on

a sound actuarial basis. However, subiject to the
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prov&sions of section 613, the employer may discontinue

its céntributions for any reason at any time. Any

fo§feitures shall be used to reduce the employer’s

coh “ut ons otherwise payable.

,.{2) Construction.

a The plan shall be construed, requlated and

dminiétered under the laws of the Federated States of

administered under the J1aws O LU= 2 Lo e v et = ==

Micronesia.

(b) The masculine pronoun shali mean the

feminine where a opriate, and vice versa.

» °  (c) The titles and headings of the sections,

t

subsections and paragqraphs in this chapter are for

convenience only. In case of ambiquity or

inconsistency, the text rather than the titles or

headings shall control." '

Section 13. Title 52 of the Code of the Federated States of
Micronesia, as amended, is hereby further amended by enacting a

‘new section 613 of chapter 6 to reéd as follow:

"Section 613. Amendment.

(1) Amendment of Plan. The Government reserves the
L Y ;

right at any time and from time to time, and t%

retroactively if deemed necessary or appropriate, to

amend in whole or in part any or all of the provisions

of the plan. However, no amendment shall make it

possible for any part of the fund be used for, ‘or
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divetted to, purposes other than for the exclusive
benefit of persons entitled to benefits under the plan,

before the satisfaction of all liabilities with respect
;

to;them.
1 -

2 Additional Participating Employers. The Board

.
.

may include the employees of another em lover in the

membership of the plan upon appro riate action by that

employer necessary to adopt the plan.”

W @ 9 O W B W N

Section 14. This act shall become law upon approval by the

o

President of the Federated States of Micronesia or upon its

f%ll“fbecoming I@w without such approval.
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