PL 12.017
TWELFTH CONGRESS OF THE FEDERATED STATES OF M CRONESI A

FI RST SPECI AL SESSI ON, 2001 CONGRESSI ONAL BI LL NO. 12-39, CD. 1

AN ACT

To authorize the FSMto borrow approxi mately $8, 019, 000 fromthe Asian
Devel opnent Bank and rel end approxi mately $6, 504,169 to the States for the
pur pose of funding basic social services projects, to authorize future
appropriation of up to $8,019,000 for repaying the ambunts borrowed; to
further anmend title 55 of the Code of the FSM as anended, by enacting a
new subchapter X to chapter 6 thereof to establish an External Debt
Managenent Fund; to further amend title 52 of the Code of the FSM as
anmended, by repealing section 508 thereof inits entirety and transferring
funds presently in the National Governnent Enployee's Early Retirenent Fund
to the new External Debt Managenent Fund; and for other purposes.

BE | T ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF M CRONESI A:

Section 1. Authorization. The President (the "President”) of the

Federated States of Mcronesia (the "FSM') is hereby authorized to
borrow noney fromthe Asian Devel opnent Bank (the "Bank") and relend a
portion thereof to the States as provided hereinafter. The borrow ng
shal |l be by way of a project |oan.
Section 2. Anpunts.
(1) The total anobunt to be borrowed fromthe Bank is the

equi valent in SDRs (Special Drawing Rights) of the Bank, as of such
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point intime as the Bank and the President shall agree, of up to

$8, 019, 000.
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(2) Fromthe proceeds of that |oan, the National Government w ||
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relend to the State Governnents, or retain for its own use, the
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foll om ng approxi mate anmounts, subject to the rate of exchange of the
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SDRs at the tinme of disbursenent:
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............................... $ 2,983,523
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(b) Kosrae............ .. .. ... $ 613, 521
(c) Pohnpei......... ... ... . . . . .. ... 1,914, 311
(d) Yap....... .. 992, 815
(€) FSM ..ot 1, 514, 830
(F) Total.....oouuioe 8, 019, 000

Section 3. Fi nancial Terns. The |loan fromthe Bank and each of

the | oans thereunder to the States shall

(1) have an 8 year grace period for the repaynment of principal

(2) bear interest at the rate of 1% per annum during the grace
period and 1.5% thereafter; and

(3) provide for the repaynment of principal over a 24-year period
commenci ng at the end of the grace period.

Section 4. Use of Proceeds. The loans wll be for the purpose of

fundi ng basic social services in the FSM Loan proceeds may be used
only as provided in the | oan agreenents between the FSM and t he Bank.

Section 5. Rel endi ng Condi ti ons.

(1) Relending of proceeds to a State shall be by way of Project
Rel endi ng Agreenents between the National Governnent and the State
whi ch taken together:

(a) place the foreign exchange risk on the State with
respect to disbursenent of funds lent to the State and until the
estimation and transfer process called for in subsection (c) bel ow on
the National Governnent thereafter;

(b) anmend provisions relating to the Trust Account created

2 of 12



PL 12.017
CONGRESSI ONAL BILL NO. 12-39, C.D.1

© 00 N o o s~ w N P

N NN NN R R R R R R R R R
A W N PP O O 00 N O O B W N +—» O

in the nane of the State pursuant to the existing Financing Agreenent
bet ween the National CGovernnent and the State with respect to the ADB
Public Sector Reform Programso as to permt and require that Trust
Account to be used, in conjunction with the External Debt Managenent
Fund created by this act, for repaynent of not just the Public Sector
Ref orm Loan but al so the Basic Social Services Loan fromthe Nationa
Governnment to the State and possibly other |loans to the State;

(c) provide for annual estimation of the anount
conservatively estimted to be needed as a sinking fund for repaynent
of all | oan proceeds advanced to the State since the |ast estimte,
foll owed by transfer of the anmount so estimated fromthe Trust Account
to the External Debt Managenent Fund created by this act;

(d) provide for disbursenent to the State of funds
remaining in the Trust Account after five years if and when all | oans
to be repaid fromthe Trust Account have been di sbursed;

(e) provide that fromand after conpletion of the
estimati on and possi bl e di sbursenent process called for in subsection
(c) of this section, the National Governnent shall bear the risk that
funds in the Trust Account and the External Debt Managenent Fund nay
not be sufficient to repay all the | oans intended to be repaid
therefromand the State shall be released fromliability for any such
shortfall except as otherw se expressly provided in the Rel ending
Agr eenents;

(f) contain such other provisions as the President or the
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Bank may require; and
(g) are specifically and properly authorized by the
Legi slature of the State.
(2) Except as provided herein or in the | oan agreenents with the
Bank, the form of the Relending Agreenent with respect to a particul ar
|l oan fromthe Bank shall be the sanme for all States so as to assure
that no State is preferred over any other State.

Section 6. Del egati ons.

(1) Wiile the President shall remain involved and inforned, he

may del egat e:

(a) to the Secretary of the Departnent of Finance and
Adm ni stration the authority to negotiate the |oan agreenents with the
Bank, the Rel ending Agreenents with the States, and other rel evant
docunents;

(b) to the Secretary of the Departnent of Finance and
Adm ni stration the authority to sign any such docunents on behal f of
the National Governnent;

(c) to the FSM s representative on the Board of the Bank in
Manila the authority to sign agreenents between the Bank and the
Nat i onal Governnent on behalf of the FSM and

(d) to such officials as the President deens appropriate
the authority to adm ni ster various portions of the prograns and
proj ects funded by the | oan fromthe Bank.

(2) The right to delegate the performance of an act to a person
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includes the right to ratify the performance of that act by that person
after the fact.

Section 7. Appropriation of Loan Proceeds.

(1) If and to the extent that such an appropriation is
necessary, all sums directly or indirectly received as proceeds of the
project |loan fromthe Bank are hereby appropriated for the purpose of
fundi ng basic social services projects to the extent and in the manner
specified in the | oan agreenent with the Bank. Such funds may not be
obligated until received fromor nmade avail able by the Bank.

(2) If and to the extent that such an appropriation is
necessary, all sunms directly or indirectly received as proceeds of the
| oan fromthe Bank and intended for the use of a State are hereby
appropriated for the purpose of funding projects in that State to the
extent and in the manner specified in the | oan agreenent with the Bank.
Such funds may not be obligated until they have been received from or
made avail able by the Bank and until their use has been further
speci fied through appropriation |legislation in the State.

Section 8. Repaynent Authorization. The sumof up to

$8, 019,000 is hereby authorized to be appropriated in future years when
and as necessary for repaying the loans fromthe Bank if and to the
extent that the State Trust Accounts referred to in section 5 of this
act and the External Debt Managenent Fund created hereinafter are
insufficient to repay the | oan.

Section 9. Ext ernal Debt Managenent Fund. Title 55 of the Code
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of the Federated State of Mcronesia, as anended, is hereby further
anended by enacting a new subchapter X of chapter 6 entitled "External
Debt Managenent Fund".

Section 10. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further anmended by enacting a new
section 667 of subchapter X of chapter 6 to read as foll ows:

"Section 667. Establishnent. There is hereby created and

establ i shed an External Debt Managenent Fund, separate from
the General Fund of the FSM and all other funds."
Section 11. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 668 of subchapter X of chapter 6 to read as foll ows:
"Section 668. Purpose. The purpose of the Fund is to
provi de an ongoing fund for the recei pt and di sbursenent of
funds associated with the | oans fromthe Asian Devel opnent
Bank (referred to as the 'Bank' in this subchapter) wth
respect to the Basic Social Services Project, the Public
Sector Reform Program and any other |oan from an externa
| ender if the National CGovernnent authorizing |egislation for
that | oan provides that the loan is to be repaid out of the
Fund, all said |oans hereinafter referred to collectively as
the 'subject_loans' and individually as a 'subject |loan'."
Section 12. Title 55 of the Code of the Federated States of

M cronesia, as anended, is hereby further amended by enacting a new
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section 669 of subchapter X of chapter 6 to read as foll ows:

"Section 669. Accounts within the Fund. The Fund shal

contain the foll ow ng accounts:

(1) a disbursing account for each of the subject |oans
(except the Public Sector Reform Program | oan, as to which
all disbursing of | oan proceeds has been conpleted) to
recei ve and di sburse the portion of the proceeds of that |oan
I ntended for the use of the National Governnent;

(2) a master repaynent account for use by the National
Governnment of its own share of the subject |loans and in
consol i dating repaynents fromthe State repaynent accounts;

(3) a repaynent account for each State for use by the
Nati onal Governnent on behalf of the State in reserving funds
for repaynent of the State's share of the subject |oans; and

(4) such other accounts as may be deened appropriate.”

Section 13. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 670 of subchapter X of chapter 6 to read as fol |l ows:

"Section 670. Deposits.

(1) Funds received pursuant to the | oan agreenents between
the Federated States of Mcronesia and the external |ender
With respect to a subject |oan shall be deposited in the
appropri ate di sbursing account.

(2) Funds appropriated by the National Governnent for
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execution of the prograns and projects of a subject |oan
shall be deposited in the appropriate disbursing account.

(3) Funds received froma State or froma trust account
adm ni stered by the National Governnent on behalf of a State
for repaynent of the State's portion of a subject |oan shal
be deposited in the State's repaynent account. (4) Funds
appropriated by the National Governnent for repaynent of a
subj ect | oan shall be deposited in the master repaynent
account .

(5) Funds received fromany other source associated with
the subject | oans shall be deposited in the appropriate
account .

(6) Investnent returns or |osses shall remain wth the

account earning or suffering them"

Section 14. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further anmended by enacting a new

section 671 of subchapter X of chapter 6 to read as fol |l ows:

"Section 671. Di shur senents.

(1) The Secretary of the Departnent of Finance and
Adm ni stration is hereby authorized to nake the foll ow ng
di sbursenents of noneys available in the Fund, w thout
further authorization or appropriation by the Congress of the
Federated States of Mcronesia, for the foll ow ng and no

ot her purposes:
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(a) execution of the prograns and projects of the
subject |loans to the extent and in the manner called for in
the applicable | oan agreenents or appropriating |egislation
applicable to the subject |oan associated with that
di sbursi ng account;

(b) froma disbursing account to the master repaynent
account with respect to any surplus funds remaining after the
prograns and projects associated with that di sbursenent
account have been execut ed;

(c) fromthe master repaynent account for repaynent of
a subject loan in accordance with its terns;

(d) froma State repaynent account for repaynent of a
subject |loan in accordance with its terns;

(e) froma State repaynent account to the State as
called for by witten agreenent between the State and the
Nati onal Governnent; or

(f) as otherwi se required by |aw.

(2) Unexpended noneys in the Fund shall not revert to the
General Fund nor |apse at the end of the fiscal year."
Section 15. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 672 of subchapter X of chapter 6 to read as fol |l ows:

"Section 672. Adninistration. The Fund shall be

adm ni stered by the Secretary of the Departnent of Finance
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and Adm nistration, who shall adm nister the fund in
accordance with the applicable | oan agreenents, financing or
rel endi ng agreenents, |aw, generally accepted accounting
standards, and sound financial practices for the effectuation
and i npl enmentation of the provisions of this subchapter.”
Section 16. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further anmended by enacting a new
section 673 of subchapter X of chapter 6 to read as foll ows:

"Section 673. Annual Report. The President of the Federated

States of Mcronesia, or his designee, shall report to the
Congress of the Federated States of Mcronesia and to the
Governor of each participating State on the status of the
Fund at the close of each fiscal year."

Section 17. Termination of Retirenment Fund. Title 52 of the Code

of the Federated States of M cronesia, as anended, is hereby further
anended by repealing section 508 thereof in its entirety. Funds
currently in the National CGovernnent Enployee's Early Retirenent Fund
created by that section 508 shall be deposited in the master repaynent
account of the External Debt Managenent Fund created by this act.

Section 18. Allotnent and nmanagenent of funds and | apse date.

(1) Al funds appropriated by this act shall be allotted,
managed, adm ni stered and accounted for in accordance wth applicable
l aw, including, but not [imted to, the Financial Managenent Act of

1979. The allottee shall be responsible for insuring that these funds,
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or so much thereof as nay be necessary, are used solely for the purpose
specified in this act and that no obligations are incurred in excess of
the sum appropri at ed.
(2) The authority of the allottee to obligate funds appropriated
by this act shall not | apse.
Section 19. This act shall becone | aw upon approval by the
Presi dent of the Federated States of M cronesia or upon its becom ng

| aw wi t hout such approval .

Decenmber 3, 2001

/s/ Leo A. Fal cam

Leo A. Fal cam

Pr esi dent

Federated States of M cronesia
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