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Y % SIXTH CONGRESS OF THE FEDERATED STATES OF MICRONESIA M %
FOURTH REGULAR SESSION, 1990 C.B. No. o3/

A BILL FOR AN ACT

To further amend title 29 of the Code of the Federated States of
Micronesia, as amended by Public Laws Nos. 6-41 and 6-73, by repealing
chapter 2 in its entirety and by amending sections 102, 104, 301, 302,
303, 305, 306, 307, 308, 310, 402, 403, 404, 405, 406, 407, 408, 501,
503, 504, 601, 602, 603, 604, 605, 608, 609, 611, 618, 620, 622, 623,
624, 625, 627, 801, 802 and 803 for the purpose of abolishing the Banking
Board aud transferriang its functions to the Federated States of
Micronesia Department of Finance, and for other purposes.

BE IT ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF MUCRONESIA:
1 Section 1. Chapter 2 of title 29 of the Code of the Federated
2 States of Micronesia is hereby repealed in its entirety.
3 Section 2. Section 102 of title 29 of the Code of the Federated

4 States of Microunesia ian hereby amended to read as follows:

5 "Section 102, Definitions. As used in this title, unless
6 it is otherwise provided or the context requires a

7 diffecent construction, application, or meaning:

8 (1) 'Bank' means a stock or mutual corporation or

9 unlacorporated association with sufficient capital,

10 authorized by law to recelve deposits of money oc

11 gecurities, to open credits, checking accounts, and savings
12 accounts, to make loans, and in general to engage in all

13 kinds of banking transactions, but does not mean a National
14 banking assoclatlon established by the Federated States of
15 Micronesia. 'Bank' includes a savings and loaun assoclation
16 but does not include a credit union.

17 (2) ABARRLAS BoALA) dédhd PUé AbALd 4EL4B1LEUEd

18 PhrdddAY £ 4édtidh 201 df £hid ELf14l 'Secretary of
19 Finance' or 'Secretary' means the administrative head of the
20 Federated States of Microaesla Department of Finance.

21 (3) 'Branch' means an office of a bank at which

22 deposits are recelved or checks pald or money lent.

23 (4) 'Demand deposit' means any deposit which is

24 repayable by Lts terms not more than three days after the
25 time it is made.
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(5) ‘'Deposits' means money or other property
transferred or éssigned to any person pursuant to an
agreenent, expressed or implied, that the person
shall repay such moneys upon demand (whether in person or
by written oedee) ov after a fixed or determinable period
of time. Money loaned to a bank which is to be repaid not
sooner than five years from the date of the loan, and
pursuant to a loan agreement under which the obligation to
repay is subordinate to the rights of depositors, shall not
be deemed to be a deposit. Money transferred to a credit
union as a purchase of its shares shall not be deemed to be
a deposit.

(6) 'Domestic bank' means a bank organized under the
provisions of chapter 3 of this title.

(7) 'Foreign bank' means a corporation or other
financial institution organized for the purpose of engaging
in the banking business under the laws of the United States
or of a terrlitory or State of the United States, or of a
toreign country, operating a bank in its home territory,
State, or country.

(8) 'Legal reserve' means the sum which every
domestic bank and foreign bank shall at all times have
available for the payment of their deposit liabilitles
pursuant to the provisions of this title.

(9) 'Paid-in capital, surplus, and undistributed
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profits' means, in the case of a foreign bank, the
aggregate paid—in capital, surplus, and undistributed
profits of such ?ank and not merely that allocated to,
located in, or arising out of its operations in the
Federated States of Micronesia.

(10) 'Person' includes individuals, corporatioms,
partnerships, and any other business entity.

(11) 'Public Auditor' means the Public Auditor
appointed by the President of the Federated States of
Micronesia with the advice and consent of the Congress
pursuant to the Comstitution.

(12) 'Registrar of Corporations' means the Reglstrar
of Corporations of the National Government of the Federated
States of Micronesia.

(13) 'Related person' with respect to any person means
his spouse, child, parents, brothers, or sisters, or any
partnership, corporation, or firm in which he owns more

than a ten percent interest.”

]
Section 3. Section 104 of title 29 of the Code of the Federated

States of Micronesia is hereby amended to read as follows:

"Section 104. Requirements for banking business.

(1) No person shall engage in the business of
accepting deposits in the Federated States of Micronesia or
shall use the term 'bank' or 'savings and loan association'

or any form thereof in the conduct of its business unless
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it has been granted a license pursuaat to the provision of
this title and such license has not expired and has not
been cancelled.:

(2) Any person holding such a licemse shall engage ia
no buslness in the Federated States of Micronesia other
than the banking business and shall engage in such
business only at the locations authorized by the HddKiAg

Bddtd Secretary of Finance."

Section 4., Section 301 of title 29 of the Code of the Federated
States of Micronesia is hereby amended to read as follows:

"Section 301. Organization ~ Permit required; Application,

(1) Any five or more persons of sufficient legal
capacity may organize a domestic bank, but for such purpose
they shall first apply in writing for a permit from the

Bédkidg Bodfd Department of Finance.

(2) The application shall set forth and prove the
need of the services of a banking institution in the
locality Wherein the bank is sought to be established, and
that the sarvices rendered by other banking institutions do
not answer the needs of the locality.”

Section 5. Section 302 of title 29 of the Code of the Federated
States of Micronesia is hereby amended to read as follows:

"Section 302. Application for permit - CHALARAASS

Secretary's investigation. It shall be the duty of the

fUALERAA Secretary, immediately after the BAd¥idg Bodrd
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1 Department of Finance receives an application for a permit,
2 to make whatever investigations and hold such hearings as

3 he deems may be necessary as to:

4 (1) the banking and commercial ability and experience
5 of the applicants;

6 (2) whether such ability and experience are

7 sufficient to warrant the efficient functioning and

8 operation of the bank;

9 (3) whether local need justifies the application;

10 (4) the character and repute, as well as the banking
11 and commercial experience of the prospective directors or
12 officers who are to conduct the business of said bank;
13 (5) whether the bank shall be of benefit to the

14 general public; and
15 (6) the capital which the bank has available for its
16 operations,”

17 Section 6. Section 303 of title 29 of the Code of the Federated

18 States of Micrones;? is hereby amended to read as follows:

19 "Section 303. Application for permit - Issuance by Bddrd

20 Secretary of Finance. The Biphipg Ppdyd Secretary of Finance
21 may issue the permit applied for if, in L£4 his judgment, the
22 results of fhe investigations are satisfactory. Any permit
23 may be granted subject to such conditions as the BAdKiAg

24 Bbdtd Secretary, in if4 his discretion, deems necessary to

25 protect the interests of the people of the Federated States
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of Micronesia."”

Section 7. Section 305 of title 29 of the Code of the Federated

States of Microuesila 1s héreby amended to read as follows:

"Section 305. Certificate of incorporation; Beginning of

corporate existence.

(1) Upon subscribing and swearing to the articles of
incorporation, as provided in section 304 of this chapter,
and upon submitting two copies of the same to the Registrar
of Corporations together with the permit granted by the

Badkidg BA4Fd Secretary of Finance authorizing the

organization of the bank, and upon payment of the proper
filing fee, and upon the issuance by the Registrar of
Corporations, under his seal, of a certificate stating that
the articles containing the statements required by section
304 of this chapter have been filed in his office, the
existence of the bank named in the articles of
incorporation shall begin.

(2» From and after the date of such filing, the bank
shall constitute a body corporate under the name set forth
in the articles. Before such bank may commence business it
shall comp;y with the other requirements of this title and

all other applicable provisions of law."

Section 8. Section 306 of title 29 of the Code of the Federated

States of Micronesia is hereby amended to read as follows:

"Section 306. Issuance of certificate; Transmittal to
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¢hatrman Secretary. Upon the issuance by the Registrar of

Corporations of a certificate of luncorporation, as provided
in section 305 of this title, the Registrar of Corporations

shall so notify the ¢Udi#ddd Secretary of Finance and at

the same time shall transmit to the #RALAdAA Secretary a

duplicate copy of the articles of incorporation.”

Section 9, Section 307 of title 29 of the Code of the Federated

States of Micronesia is hereby amended to read follows:

"Section 307. Examination for compliance.

(1) Wwhen the duplicate copy is received by the
fhALFAAR Secretary, he shall notify the corporation, and
the corporation shall thea file wlth tha LUALIMAd Secretary
a statement of all the facts necessary to enable him to
determine whether the bank has in fact complied with all
the requirements of law and 1s lawfully entitled to
commence business, such statemeat to be sworn to by a
majority'of the directors and by the president or the

manager of the bank.

(2) Upon receipt of such statement by the ¢WALFdAA

Secretary, he shall examine the condition of the

corporatioﬁ and ascertaln specifically the amount of its
capltal pald in; the names and places of residence of its
stockholders, directors, and officers; the amount of the
capital stock which each owns in good faith; and,

generally, whether such corporation has complied with all
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1 the provisions of law required to entitle it to a license
2 to engage in the business of banking."
3 Section 10. Section 308 of title 29 of the Code of the

4 Federated States of Micronesia is hereby amended to read as follows:

5 "Section 308. Issuance of bank license.

6 (1) 1If, upon careful examination of the facts so

7 reported, or of aay other relevant facts which may come to
8 his knowledge, the ¢Ud{fddd Secretary is satisfied that

9 such bank has complied with all the applicable provisions
10 of this tltle and other laws required to be complied with
11 before a bank shall be authorized to commeace the business
12 of banking, he shall issue an initial license to engage in
13 the banking business, valid until it must be renewed

14 according to section 501 of this title.

15 (2) The éRALlhdA Secretary may withhold from a bank
16 the license authorizing it to commence business whenever he
17 is satisfied that the shareholders have organized the bank
18 for any other than the legitimate objects determined by

19 this title.

20 (3) The expenses incurred by the ¢UALFddd Secretary
21 ln coanection with such lavestigations shall be paid by the
22 ‘ corporatlon La conformlty with the regulations the BAALAS
23 bddtd Secretary of Finance may promulgate for that purpose.”
24 Section 11. Section 310 of title 29 of the Code of the

25 Federated States of Micronesia is hereby amended to read as follows:
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1 "Section 310. Amendment of acticles of incorporatlon.

2 (1) Every bank orgauized under this title may amend
3 tts articles of incorporation with the approval of the

4 BaRKIAS RBAAL Secretary of Flaance for any lawful purposes.
5 (2) No amendment may comtain a provision which it
6 would not have been lawful and proper to insert iu the

7 original artlcles of incorporation.

8 (3) WNo change shall be made in the articles of

9 incorporation by which the rights or security of the
10 existing depositors or creditors of the bank shall be
11 impaired.”

12 Section 12. Section 402 of title 29 of the Code of the

13 TFederated States of Mlcronesia is hereby ameaded to read as follows:

14 “Section 402. Establishwent - Applicatlon for permit

15 requived.

16 (1) No foreign bank may open any branch or office ot
17 change the location of any branch or office in the

18 Federateg States of Micromesia without a permit to do so
19 Erom the BAAKLIA4 BbAfd Secretary of Finance.

20 (2) An application to the BAAKIAL BSALd Secretary of
21 Finance for such permit shall state the benefit to the

22 public expécted to result from the granting of the permit
23 applied foe,

24 (3) The BAAKIAg BbAFL Secretary of Finance, upon

25 teceipt of such application, may require the submittal of
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such additional information as may be necessary in order

for it to make the necessary investigations.”

Section i3. Section .403 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to read as follows:

"Section 403. Application for permit - GUALFdAAS4

Secretarg's investigation. It shall be the duty of the

fhA1thdd Secretary, immediately after the BAd¥idg Bodrd

Department of Finance receives an application for a permit,

to make whatever investigations may be necessary as to:

(1) the overall financial condition of the
application;

(2) whether or not granting the application would
reasonably be apt to result in an over-extension of
applicant's resources or facilities;

(3) the character and repute, as well as the banking
and commercial experience, of applicant and the bank's
directors and executive officers;

(4) whether the bank shall be of benefit to the
general ;ublic; and

(5) the investment which the bank has made or has

available for its operations in the Federated States of

Micronesia."”

Section 14. Section 404 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to read as follows:

"Section 404. Application for permit - Issuance by Bd#d
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Secretary. The Pagktjug Bogyd Secretary may issua: the permit
applied for if, in 1£4 his judgment, the results of the
investigations ;re satisfactory. The decision of the
BéAKIAE RPAFA Seccatacy shall be final. All expeuses

incurred by the BidK{Ag Bdd#d Department of Finance ia

connaction wlth such investigations shall be paid by the
applicant ln conformity with regulatlons which the BAAKIAZ

BoAtd Secretary of Finance may make."

Section 15. Section 405 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to cead as follows:

"Section 405, 1Issuance of permit - Transmittal to

Registrar of Corporations. Upon the issuance of a permit
to an applicant, the BAAKLAZ BAFd Secretary shall
forthwlth traansmit a certifled copy thereof to the
Reglstrar of Corporations who shall file it along with such

other documents submitted to him."

Section 16. Section 406 of title 29 of the Code of the

Fedacatad States of Micronesia is hereby amended to read as follows:

"Section 406, Examination for compliance.

(1) When the permit of the BAAKIAg BA4Fd Secretary of

Finance is recelved by the foreign bank, as provided in
section 405, it shall proceed to comply with all applicable
provisions of law so as to place it in readiness to
commence operations upon 1ssuance to it of the lilceanse

provided by section 501 of this title.
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(2) Wwhen such foreiga bank is in such position of

readiness, 1t shall notify the £AALFdA4 Secretary by means

of a statement 6f all facts necessary to enable the
FRALFAAR Secretary to determlae whether such foreign baank
has, in faci, complied with all the requirements of Law and
is lawfully entitled to commence operations, such statement
to be sworn to by a majority of the directors or by the
president or manager of such foreign bank.

(3) Upon receipt of such statement, the FUALAhAA
necessary to assure himself that the forelga bank has, in
fact, complied with all the provisions of law to entitle it

to 4 llcense to engage in the buslness of banking.”

Section 17, Section 407 of title 29 of the Code of the

Federated States of Micromesla is hereby ameanded to read as follows:

"Section 407. Issuance of bank liceuse.

(1) If, upon a careful examinatlon of the facts so
reportedtor any other relevant facts which may come to his
knowledge, he is satisfied that the foreign bank has
complied with all of the provisions of this title required
before a fopelgn bank shall be authorized to open or
operate a branch or offlce la the Federated States of
Micronesia, the éH4{fd4d Secretary shall issue an initial
license to engage in the banking business valid uatil it

aust be renewed according to sectiou 501 of this title,
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(2) The ¢RALfdAd Secretary may withhold from a
foreign bank the license authorizing it to commence
operations whenever he is satisfied that the foreign bank
seeks to operate in the Federated States of Micronesia for
any other than the legitimate objects determined by this
title.

(3) The expenses incurred by the ¢HAffddd Secretary
in connection with such investigation shall be paid by the
foreign bank in conformity with regulations which the

Bédk{dg BA4fd Secretary may make and issue for that purpose.”

Section 18. Section 408 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to read as follows:

"Section 408. Appointment of agent for service of process.

Before commencing business in the Federated States of
Micronesia, a foreign bank shall file with the BAdKidg

Bbd#d Department of Finance an appointment of the FUAifddd

Secretary as its agent upon whom all process in any action
or proce%ding against it arising out of the operatioms or

activities of its office or offices in the:Federated States
of Micronesia may be served, which appointment shall be by

its terms perpetual and irrevocable.”

Section 19. Section 501 of title 29 of the Code of the
Federated States of Micronesia, as amended by Public Law No. 6-41, is

hereby further amended to read as follows:

"Section 501. Annual licensing of Banks.
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(1) The BAhKIAZ BA4Fd Secretary of Finance shall

issue annual licenses to engage in the busianess of banking,
which licenses ;hall be effective For the calendar year for
which they are granted, or a shorter peclod as provided for
in this chapter.

(2) Initial licenses shall be issued to banks
authorized to commence business pursuant to section 306 or
section 309 of this title For the remainder of the calendar
year. ’

(3) Every domestlc or foreign bank at present
operating a branch or office in the Federated States of
Micronesia, or that may hereafter do 130, shall obtain on or
before the 3lst day of December of each caleadar year a
renewal license for each office or branch to be operated in
the Federated States of Microuesia during the succeeding
calendar year.”

Section 20. Section 503 of title 29 of tha Code of the
Federated States of Mlcronesia is hereby amended to read as Follows:

"Section 503. Extension of license - Grace period. The

BAAKIAL BéAtd Secretary of Flnance shall grant a grace
period not exceeding thirty days, during which an existing
license may be continued in effect after the 31st day of
December, to any domestlc bank or foreign bank which shows
good cause thereafter to the BAAKIAL BA4#d Secretary, when

the BAAKIA¢ Bbd#d Secretary considers such action to be in
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the public Interest.”

Section 21. Section 504 of title 29 of the Code of the Federated
States of Micronesla, as amended by Public Law No. 6-41, is hereby

further awnended to read as follows:

"Section 504. Liceanses ~ Boayd Standard of review.

(1) The BAAKLAE BSAFd Secretary of Finaunce, in

determining whether to lssue aa aanual license to engage in
the business of banking, shall consider and determine

whether the baak applyilng for the license has, in its

lending and operating practices, served the neads of the
communities in which it maintains branches or offices,

(2) In determining that a bank has served the needs of
the communities in which it maintalans branches or offices,
the BAAKIAZ Bdd’d Secretary shall comsider other Eactors
customarily examined, and in addltion must €iad that:

(a) such bank has used its best efforts to hire,
train, and promote citizens and residents of the Federated
States og Micronesia for executlve positlons in the bank,
and to maximize the number of such positions filled by
citlzens and residents of the Federated States of
Micronesia;’

(b) the percentage of loans made by such bank to
citizeas and residents of, and business entities located in

the Federated States of Micronesia relatlive to such bank's

deposits accepted in the Federated States of Micronesia
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exceeds fifty percent; and
(¢) such bank has abstained from any unfair
discrimination émong its customers and the people it serves.
(3) Ta making the foregoing determination, due
conslderation shall be éiven to the herein stated goals of

tha Faleraiaed Sitaitas of Mlcronesla that:

124

{(a) executive p&sitions in all banks operating
in the Federated States of Micronesla shall be ozcupled by
citizens anl residents of the Federated States of
Micronesia;

(b) at least seventy-five percent of the total
amount of deposits takea by a bank in the Federated States
of Micronesia should be loaned to citizens and residents
of, and business entities located in, the Federated States
of Micronesia; and

(¢) no bank should discriminate uafalrely among
its customers and the people it serves.

(4)v Should the BAAKIAZ BbdFd Secretary of Finance

find that an applicant bank has failed to satisfy any of
the three conditions set forth in subsection (2) of this
section, the bank shall submit to the BAdKIdg Bédid
Secretary a written explaanation setting forth causes,
factors, oc other reasons which preveanted the bank's full
complliance. The BAAKIAg BAALd Secretary shall comsider

such statement and such other ianformation as it may deem
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appropriate, and, upon finding that the reasons presented
describe exceptional circumstances beyond the control of
the applicant bank, the B&dKi{d¢ Bé4#d Secretary may still
determine that the bank has served the needs of the

communities in which it maintains branches or offices.”

Section 22. Section 601 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to read as follows:

"Section 601, Regulation and supervision of banks by

2122215 gggzﬂ Secretarz of Finance - General policies.

All domestic banks and, to the extent of and with respect

to business done at any branches established in the
Federated States of Micronesia, all foreign banks doing
business in the Federated States of Micromesia shall be

regulated and supervised by the BAdKidg Béd#d Secretary of

Finance in such manner as to secure the safe and sound
conduct of such business, to prevent unsound practices, and
to maintain the public confidence in such business and
protect Ehe public interest and the interests of

depositors, creditors, and stockholders.”

Section 23. Section 602 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to read as follows:

"Section 602, Regulations - Issuance and promulgation.

(1) For the purpose of effectuating the policy

declared in section 601 of this chapter, the BAWKidg Bddrd

Secretary of Finance, with the approval of the President of
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the Federatad States of Micronesla, may adopt regulations
consistent with law and sound banking practice.

(2) Such regulations shall be brought to the
attentlon of those affected thereby ln the manner that the

BARKLIAL RSAFA Secretacy may prescribe.”

Section 24. Section 603 of title 29 of the Code of ihe

Federated States of Mlcronesla 1s hereby amended to cead as follows:

"Section 603, Examination of baaks - Authority; Tastluony;

Fees.

(1) The £R41FhAA Secretary of Finance may examlae,

or cause to b2 examloned, every loaestlic or foreiga bank for
the purpose of ascertaining whether it has complied wilth
this title and other applicable laws and for such other
purposes and such other matters as the BAAWIdg Adhid

Secretary of Finance may prescribe,

(2) The FALAMAA Secrabasy aal avacy exanlaec

appolnted by him may adalnlstes an oath to any person whose
testimony may be required on the examination of aay bhank
and summon and compel the appearanse aal atteandance of any
person for the purpose of the examinatioa,

(3) As an examination fee, each bank so examined
shall pay the total cost of such examination, aand the sum
8o pald shall be covered into the General Fund of the

Federated States of Micronesia.”

Section 25. Section 0604 of title 29 of the Code of the
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1 Federated Statas of Mlcronesia 18 hereby ameanded to read as follows:

2 "Section 604. Reports of banks.
3 (1) Every domestic or foreign bauk shall make at
4 least one report of its condition each year to the fRALFddA
5 Sacratarcy wlithia ainety days after the close of the bank's
6 fiscal year; and acecocllng to forms ko be prescribal by
7 him, verified by the oath of the chief executive officer oc
8 chief financial officer and attesting offlcer, certifylng
9 and subseriblag under oath that =ach of thea has personal
10 knowledge of the facts stated therein and that the same ace
11 true,
12 (2) Such reports shall exhlbir ln detall aad under
13 appropriate heads the total resources and liabiltties of
14 the bank, and, in the case of a forelgn bank, shall show
15 gseparately the resources, liabilitles, aad opecatlions in
16 the Federated States of HMlcroaesgla.
17 (3) The &HALFdAA Secretary shall have the right to
18 require Ehat Any such capacts b2 atlited at the bank's
19 expeuse by ladepeadent accountanis approved hy vz FUALAMAR
20 Secretary.”
21 Section 25, Sectlon 605 of title 29 of the Tode of the
22 TFederated States of Microunesia 1s hereby amended to read as follows:
23 “"Section 605. Special reports.
24 (1) The ¢HALldAA Secretary may also call for special
25 reports frow aay domestic or forelgn baank vhanevar La his

1.") of 7.9
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1 Judgment the same are necessary la ocder to obtala full

2 knowledge of tts condition.

3 (2) During the first five years of operatioms in the
4 Federated States of Microunesia by any domestic bhank, the

5 LRALLAAA Secretary shall call for special reports of its

6 condlilon not less Erequeatly than wach caleadar quacter."
7 32ctlon 27, Seciion 608 of title 29 of the Code of the

8 Federatel States of Micronasla is heraby anended to read as Ffollows:

9 "Section 608. Alternative examination and reports.

10 (1) The ¢HALFh4A Secretary may accept, in lieu of the
11 examination required or authorized by section 603 of this
12 title, the most curvent examlnation made by the Fadecal

13 Deposit Insurance Corporation, the Board of Governors of

14 the Faderal Reserve System, or a Federal Reserve Bank, or ia
15 case of a foraign dan'e aoi axaalanal by guch agencles, an

16 examtnéflon acceptable by the appropriate goverameat agaency
17 1a the home jurisdiction of that bank.

18 (2). The fHALFAAA Secretary may accept, in lleu of any
19 report of coundition which may be required by sections 604
20 or 6505 of this chapter, a4 report of condltion obtained by
21 said Cocporatioa, Board of Governors, Federal Reserve Bank,
22 or government agency,"

23 Section 28. Section 609 of title 29 of the Code of the

24 VFederated States of Micronesia 1s hereby amended to vead as follows:

25 "Section 609. Legal teserve - Domestlc banks.

L R R e )

20 of 29



C.B. No. &-3/5

e e s

- P I I e I S

- - -

) +~

[+))

16
17
18
19
20

21

(1) Subject to such additional rcaqalecaments as the

BiAkid¢ Bddrd Secretary of Finance may impose, every

domestlec baak shall maiantaln a legal reserve which shall
not b lass than tweaty peccent of its demanl deposgits and
not less than five parceat of its other deposits., Sald
reserve shall consist of United States currency or demand
deposits in the name of such bank deposited in another bauk
approved Ffor such purpose by the BAAKIAL Bbodtd Secretary.
(2) The BAARLAL BAAFA Secretary may increase or
decreage the nminimum legal reserve for demand deposits
establlshed in this sectlon up to not more than thirty
peccent or dowa to not less than flfteen percent of the
total demand deposits of a domestlc bank, whea Ln [£4 his
Judgazat tha alesiastances o requice it but the order
Llace2aslag or decceasing the miaimum legal reserve shall
not be effective until thirty days after it 1s entered.

This time might be exteanded by the BAAKLIAE Bbd¢d Secretary.”

Section 29, ﬁection 611 of title 29 of the Code of the

Federated States of Micronesia is hersby asendad to read as Efollows:

"Section 611. Legal reserve - Notification. The AL PRAA

Secretacy shall notify any doaestic os foreign bhank Jhose
legal reser?e {s less than that caqulcad by this tltle of :
Lts obligatlons Lo make up the full amount, Tf such baank
fails to do so within a perlod of thirty days, i may He

declared tn liquildation by the BAKKLAZ BSAAL Secretary. In

21 of 29



C.B. No. &-3/4

- - - - B B D G A N P P A B D @ P B B B P - ot g s

- - -— v -

15
16
17
18
19
20
21
22
23

~
@]

such event, the édItddd Secretary shall apply to the Trlal

Division of the Supreme Court of the Fadaerated States of

Yicronesia for éhe appointnent of a recelver to tal: chacge

of and wind up the affairs of such hank and theceafter the

matter shall be governed by the provisloas of section 302

of this title,”

Sectlion 30, Sectlon 618 of title 29 of the Code of the

Tadaecaited States of Ylecconesia, as amended by Public Law No. 6-41, is

carahy Eurthee amended to read as €ollows:

"Section 618. Prohibited iunvestments by domestic banks.

.............

No domestic baak shall Invest Ln the stock of any other
corporatlon, acquire any real estate, except with the

approval of the BAAKLAL BAAFA Secretary of Flaaace for use

as its principal offilce tn the Fedarated States of

Microunesla, or pledge any of its assets as security for or

guaranty any obligations of others except for the Lssudance

of Lts letters of credit ia connectlon wilth £hue shipmant of

goods.,"

Section 31, Section 620 of title 29 of the Code of the

Paderated States of Microneslia, as amended by Public Law No. 6-41, is
hereby Furthec 4meal:1 o eaal as follogs:

Section 529, Declarcatioas of dlvidends - Requiiii:s.

RN I

donestic bank shall declare any dlvidend or make any other
distreibution to its stockholders excapt:

(1) ouk of caralags Tor the cuceant aal nexi
~ -’ (%]
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preceding year; or
(2) with the approval of the BiAKiAg Edértd

Secretary of Finance.”

Section 32. Section 621 of title 29 of the Code of the
Federated States of Micronesia, as amended by Public Law No. 6-41, is
hereby further amended to read as follows:

"Section 621. Bank stock - Ownership limitations. No

person may acquire twenty-five percent or more of the stock
of a domestic bank without the approval of the BARKIAZ

Bbétd Secretary of Finance."”

Section 33. Section 622 of title 29 of the Code of the
Federated States of Micronesia, as amended by Public Law No. 6-41, is
hereby further amended to read as follows:

"Section 622, Limitations on sale of assets, merger, etc,

No domestic bank may merge or consolidate with, or sell a
substantial portion of its assets to, another bank without

the approval of the BAAKIAg BAAfd Secretary of Finance."

Section 34, Section 623 of title 29 of the Code of the
L]
Federated States of Micronesia, as amended by Public Law No. 6-41, is
hereby further amended to read as follows:

"Section 623. Deposit and other insurance.

(1) At such time as it becomes available under the
laws of the United States, all domestic banks and foreign
banks, as a condition to operating an office or branch in

the Federated States of Micronesia, shall secure their
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depositors by deposit insurance of the Federal Deposit

Insurance Corporation of the United States.

e

(2) A1l domestic and foreign banks operating an
office or branch in the Federated States of Micromesia
shall provide themselves with protection and indemnity
against burglary, embezzlement, and other similar insurable
loss. If a domestic or foreign bank refuses to comply with
this requirement, the ¢HAL1fhdd Secretary shall have the
right to make arrangements to furnish such protgction and

indemnity, charging the cost thereof to said bank."

Section 35. Section 624 of title 29 of the Code of the
Federated States of Micronesia, as amended by Public Law No. 6-41, is

hereby further amended to read as follows:

"Section 624, Prohibited interests of Government officials

in banks; Removal from office.

(1) No hédbét employee or official of the BAAKIAE

Bédtd Department of Finance nor the Public Auditor nor any

represensative of the BAAKiAg Bddfd Department of Finance

or the Public Auditor nor any bank examiner shall, during
the discharge of his office:

(a) be an officer, director, or employee in any
bank or company affiliated therewith;

(b) own or deal directly or indirectly in the
shares or obligations of such bank or affiliated company;

(c) be interested in or receive directly or
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indirectly from such bank or affiliated company, or from
any of 1its officers, directors, or employees, any salary,
gratuity, compensation, or other thing of value by way of
gift, credit, compensation for services, or for any other
reason; or
(d) be interested in or under obligation to

negotiate any loan, obligation, or settlement for anmother
person with such bank or affiliated company.

(2) Any violation of this section by any official or
employee referred to herein shall be sufficient cause for

his removal from office by the President.”

Section 36. Section 625 of title 29 of the Code of the
Federated States of Micronesia, as amended by Public Law No. 6-41, is

hereby further amended to read as follows:

"Section 625. Permissible interests of Government

officlals. Notwithstanding the provisions of section #Z3
624 of this chapter, any official or employee referred to
in such section may own or keep one or more bank accounts,
either c;mmercial or savings, and may rent safe deposit
boxes in any bank referred to in such section and doing
business in the Federated States of Micronesia, and may
obtain a loan from any such bank, foreign bank, or
affiliated company; provided, that such official or
employee makes full disclosure thereof to the BAAKIAZ Bodrd

Secretary of Finance and, in the case of éd¢U 4f fié
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DédBétd 4f fHd BAdKIAE Bbd#d the Secretary of Finance, he

shall make the disclosure to the President of the Federated

States of Microﬁesia."

Section 37. Section 627 of title 29 of the Code of the
Federated States of Micronesia, as amended by Public Law No. 6-41, is

hereby further amended to read as follows:

"Section 627. General penalties.

(1) For any violation of this title or the
regulations prescribed pursuant to section 602 of this
title, the delinquent domestic or foreign baunk shall be
subject to a fine of not more than $1,000 for each day that
the violation continues and, in the case of a materilal
violation, to the cancellation of its license.

(2) Such fine or cancellation shall be imposed by the

Béh¥idg BA4#d Secretary of Finance only with the approval

of the President of the Federated States of Micronesia and
after notice to the delinquent bank and a hearing concerning
the alleged violation.

(3) In any such case, the fhdifddd Secretary shall
send written notice of his action to the bank affected as
quickly as circumstances will allow, and if the
cancellation of the bank's license has been decided upon,
shall transmit a written order to that effect to the

Registrar of Corporations for appropriate action.”

Section 38. Section 801 of title 29 of the Code of the
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"Section 801. Receivership - Application by éHALfddnh

Secretary of Finance. If, in comsequence of an examination

or report made by an examiner, or otherwise, the BAAKIAg

Bodtd Secretary of Finance should have reason to believe

that a bank or foreign bank is not in sound financial
condition to continue doing business; or that its affairs
are being conducted in such a manner that the public or the
persons or entities having securities or funds under its
custody are in danger of being defrauded; or if any such
bank shall violate its charter or any law relative thereto,
or this title in any material respect; or if it becomes
insolvent, the ¢H4i{fddd Secretary shall apply to the Trial
Division of the Supreme Court of the Federated States of
Micronesia, for the appointment of a receiver to take charge

of and wind up the affairs of such bank.”

Section 39. %ectiou 802 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to read as follows:

"Section 802. Receivership - Appointment and duties of

receiver.

(1) If the Court, after hearing all parties concerned,

determines that the facts alleged by the ¢WALfddd Secretary

of Finance are supported by the evidence, it shall appoint

a receiver.
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(2) Upon his appointment the receiver shall, under
the direction of the éHAlffidd Secretary, take possession of
the assets and iiabilities, books, records, papers, and
files of every description belonging to the bank; and
collect all loans, fees, and claims of the bank; and see to
the payment of its obligations and debts, and to the
necessary expenses of receivership,

(3) The receiver shall proceed to liquidate the
affairs of the bank as soon as possible, and to this end
may sell the personal and real property and other assets of
the bank, but subject to the approval of the £HA{fddd
Secretary. The recelver shall continue to perform his
duties in the manner prescribed herein until the bank or

foreign bank is fully liquidated.”

Section 40. Section 803 of title 29 of the Code of the

Federated States of Micronesia is hereby amended to read as follows:

"Section 803. Voluntary liquidation. Any bank may

terninaté its business in the Federated States of
Micronesia with the approval and under the supervision of

the BAAKIAg BA4Fd Secretary of Finance in such event. The

business and assets of the bank in the Federated States of
Micronesia shall be liquidated in an orderly manner so as
to fully protect all of the creditors, depositors, and
stockholders of the bank in the Federated States of

Micronesia.”

28 of 29



fpﬁ/%/wl’/

C.B. No. b— /8"

HoLN

W

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

25

Section 41. This act shall become law upon approval by the

President of the Federated States of Micronesia or upon its becoming

I -
Introduced by: M«/ APQQ_‘

law without such approval;

Date: @5&«@% BOLWO

29 of 29

LRedley}Killion



