NI NTH CONGRESS OF THE FEDERATED STATES OF M CRONESI A

FI FTH SPECI AL SESSI ON, 1997 CONGRESSI ONAL BILL NO 9-310, C.D.1, CD.2
PUBLIC LAW NO. 9-154

AN ACT
To authorize the FSMto borrow approxi mately $18, 000, 000 fromthe ADB
and rel end $15, 000,000 to the States for the purpose of funding early
retirement prograns, and for other purposes.
BE | T ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF M CRONESI A:

Section 1. Authorization. The President of the Feder ated

States of Mcronesia is hereby authorized to borrow noney fromthe
Asi an Devel opnent Bank (the "Bank") and relend a portion thereof to
the States as provided hereinafter.

Section 2. Anmpunts. The amount to be borrowed fromthe Bank
is the equivalent in SDRs (Special Drawing Rights) of the Bank, as
of such point in tinme as the Bank and the President nay agree, of
up to $18,000,000. The National Government will assune the risk
of gain or loss in the exchange rate between SDRs and U.S. dollars
and will relend to the State Governments in U S. dollars, or

retain for its own use, the | oan proceeds fromthe Bank as

fol |l ows:

1st Dr awdown 2nd Dr awdown Tot al
(1) Chuuk $ 3, 000, 000 $ 2, 300, 000 $ 5,300, 000
(2) Kosrae 1, 000, 000 1, 000, 000 2, 000, 000
(3) Pohnpei 2, 500, 000 1, 700, 000 4, 200, 000
(4) Yap 2, 000, 000 1, 500, 000 3, 500, 000
(5) FS™M 1, 500, 000 1, 500, 000 3,000, 000

Tot al 10, 000, 000 8, 000, 000 18, 000, 000



CONGRESSI ONAL BILL NO 9-310, C.D.1, CD.2
PUBLIC LAW NO. 9-154

Section 3. Fi nancial Terns. The loan fromthe Bank and

each of the loans to the States shall:

(1) Provide for disbursement in two separate drawdowns;
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(2) Be interest-free but bear a service charge of 1
percent per year

(3) Have a 10-year grace period for repaynent of the
principle; and

(4) Provide for repaynent of the principle over a 30-year
period conmencing at the end of the grace period.

Section 4. Use of Proceeds. The loan will be for the

purpose of facilitating the early retirenent conponent of the
public sector reform program of each of the participating State
and National Governnents. Loan proceeds may be used solely to
fund the cost of the severance packages and the cost of training
directly related to the early retirenent of enployees from
government service and other governnment restructuring pursuant to
early retirenment |egislation enacted by each of the participating
gover nnent s.

Section 5. Rel endi ng Condi ti ons.

(1) Relending of proceeds to a State shall be by way of a
Fi nanci ng Agreenent between the National Governnent and the State
whi ch:

(a) requires the establishnment of a separate trust
account within the national investnent portfolio, for the benefit of
the State but under the control of the Secretary of Finance, into
which the State nust gradually deposit, by Septenber 30, 2001, and
thereafter nmaintain, a sumnot |ess than the principal balance which

it owes;
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(b) grants to the National Governnent an
uncondi tional security interest in the State's share of section 211
bl ock grants and section 217 inflation adjustnents under the Conpact
of Free Association and in the State's share of national tax
revenues,

(c) binds the State to the set-off provisions of
section 3 of Public Law No. 9-136;

(d) contains such other provisions as the President
or the Bank may require; and

(e) 1is specifically and properly authorized by the
| egi sl ature of the State.

(2) Except as provided herein or in the | oan agreenent
with the Bank, the form of the Financing Agreenent shall be the sane
for all States so as to assure that no State is preferred over any
ot her State.

Section 6. Del egati ons.

(1) Wile the President shall remain involved and
i nfornmed, he may del egat e:

(a) to the Secretary of Finance the authority to
negoti ate the | oan agreenment with the Bank, the Financing Agreenents
with the State, and any other rel evant docunents;

(b) to the Secretary of Finance the authority to

sign any such docunents on behalf of the National Governnent;
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(c) to the FSMs representative on the Board of the
Bank in Manila the authority to sign agreenents between the Bank and
t he National Governnent; and

(d) to such officials as the President deens
appropriate the authority to adm nister various portions of the
early retirenment program

(2) The right to delegate the performance of an act to a

person includes the right to ratify the performance of that act
after the fact.

Section 7. Appropriation of Loan Proceeds. If and to the

extent that such an appropriation is necessary, all suns directly
or indirectly received as proceeds of the loan fromthe Bank are
hereby appropriated to the Retirenment Fund created in the National
Governnment's early retirenent |egislation for the purpose of

i npl enmenting the Early Retirenment Program of the National
Governnment and relending to the States pursuant to this act. Such
funds may not be obligated until received fromor nade avail able
by t he Bank.

Section 8. Repaynent Authorization. The sumof up to the

equi val ent of $18, 000,000 in SDRs is hereby authorized to be
appropriated in future years when and as necessary for repaying the
| oan from the Bank.

Section 9. Reporting. The President shall keep the
Congress infornmed of the progress being nmade in inplenenting this

act .
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Section 10. Al funds appropriated by this act shall be
all otted, managed, adm ni stered, and accounted for in accordance
with applicable law, including, but not limted to, the Financial
Managenment Act of 1979. The allottee shall be responsible for
ensuring that these funds, or so much thereof as may be necessary,
are used solely for the purpose specified in this act, and that no
obligations are incurred in excess of the sum appropriated. The
authority of the allottee to obligate funds appropriated by this
act shall not | apse.

Section 11. This act shall becone | aw upon approval by the
President of the Federated States of Mcronesia or upon its

becom ng | aw wi t hout such approval.

April 25 , 1997

for / s/ Jacob Nena
Bailey Ater
Pr esi dent
Federated States of M cronesia
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