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FdURTH CONGRESS OF THE FEDERATED STATES OF MICRONESIA

FIRST SPECIAL SESSION, 1985 [/U M ‘ C. B. No. %4/ 75
/ 7

A BILL FOR AN ACT

To provide for the approval and implementation of the ''Agreement on Internal
Budget and Finance Procedures under the Compact of Free Association''; to amend
the Financial Management Act of 1979, as amended, consistent with such
Agreement and the Compact of Free Association; to amend the Budget Procedures
Act of 1981, consistent with such Agreement and the Compact of Free
Association; and for other purposes.

BE IT ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF MICRONESIA:

1 Section 1. Approval and Implementation of the Internal Budget and
2 Finance Procedures Agreement.

<) (1) The Agreement on Internal Budget and Finance Procedures
4 under the Compact of Free Association, the text of which follows, is

5 hereby approved and enacted as a public law of the Federated States of

6 Micronesia:

7 ""PREAMBLE )
8 The purpose of this Agreement is to establish internal budget and'r

9 finance procedures for the Compact period, including the establisﬁment

10 of a Federated Development Authority. The provisions set forth

11 hereinafter recognize the right of the FSM States and the National

12 Government to appropriate and expend Compact funds in accordance with
13 their own respective laws, plans, policies and prerogatives. The
14 provisions also recognize the necessity of complying with the conditions

15 and restrictions attached to Compact funds, empowering the President
16 with the authority to ensure compliance with such conditions and
17 restrictions, and ensuring accountable financial management of all

18 Compact funds.

19 ARTICLE 1

20 Budget Procedures and Policies

21 for Compact Funds

22 1. Three-Year Planning Estimates On January 15 of the year
23 preceding a given fiscal year, the President will transmit two sets of
24 Compact planning estimates to each State Governor, one indicating the

25 detailed levels of Compact and other funding expected to be available to
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each respective State for the upcoming fiscal year, and the second
indicating general expected levels of Compact and other funding for the
two subsequent fiscal years. Both sets of planning estimates will be
based on the distribution formulae in the Memorandum of Understanding on
the Division of Grant Assistance.

2. Budget Allowances

2.1 No later than April 15 of the year preceding a given
fiscal year, the President will transmit a set of Compact budget
allowances to each State Governor indicating the firm levels of Compact
funding to be available to each respective State for the upcoming fiscal
year, according to the U.S. notification cited in Article II, Section
1(b), of the Fiscal Procedures Agreement. The budget allowances will be
based on the distribution formulae in the Memorandum of Understanding on
the Division of Grant Assistance.

2.2 Each government's operating and development budget
intended for submission to the respective legislature, may not include
proposed expenditures relating to Compact funds exceeding the amounts
indicated in the Compact budget allowances. State and National enacted
budgets will be balanced in terms of all sources of revenue.

3. Executive Budget and Budget Projection Submissions

3.1 No later than May 1 of the year preceding a given fiscal
year, each State Governor and the FSM Budget Officer for the National
Government will submit to the President an executive budget for all
sources of funds for the upcoming fiscal year and executive budget

projections for each of the two subsequent fiscal years, based on the
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planning estimates for each of those years and on local fund sources not
included in the planning estimates.

3.2 Each executive budget will contain an operations budget
and a developmenf budget, and include planned expenditures for all
sources of funds. The operations budget in the executive budget will
specify for each government branch, department, office and agency or
authority, the existing commitment and new expenditure levels of
expenditures and staffing.

3.3 The executive budget projections for each of the two
subsequent fiscal years will specify preliminary budget figures in
summary form, including existing commitment levels and estimated new
expenditures, by government branch, department, office and agency or
authority and a brief description of major new programs or equipment
acquisitions planned.

3.4 The executive budget will include all expected sources of
foreign aid and technical assistance, including funds and assistance
provided under Compact Sections 224 and 226. The executive budget will
specify how the aid or technical assistance will be used and whether it
will require the expenditure of other funds or cause the deployment of
new staff or the redeployment of existing staff.

3.5 The executive budget will include the annual special
block grant program plans for Compact Section 221(b) grant funds
required by Article XI, Section 4, of the Federal Programs and Services
Agreement. The budgeted use of Section 221(b) funds will be in

accordance and consistent with the guidelines and conditions set forth
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