TWELFTH CONGRESS OF THE FEDERATED STATES OF M CRONESI A
SECOND REGULAR SESSI ON, 2001 C. B. NO 12-51

A BILL FOR AN ACT

To further anmend title 55 of the Code of the Federated States of

M cronesi a, as anmended, by repealing sections 102, 103, 106, 204, 215, 225
and 226 in their entirety; by enacting new sections 102, 103, 103A to 103G
106, 106A to 106D, 201A, 204, 205A to 205G 223, 223A to 223D and 226; by
amendi ng section 202; and by renunbering sections 216 to 223 as sections
215 to 222; for the purpose of enhancing effective and responsible
managenent by governnent; and for other purposes.

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

1 Section 1. Purpose. The purposes of the anendnents contai ned

2 herein are to foster and enhance effective and responsi bl e econom ¢ and
3 fiscal managenent by governnent, including adherence to policy; and to
4 provide enhanced accountability arrangenents; thereby requiring the

5 Executive to produce:

6 (1) statenents of proposed policy;

7 (2) confirmation of adherence to fiscal disciplines;

8 (3) economc and fiscal statenents, including economc and

9 fiscal forecasts and updates; and
10 (4) financial managenent information, including conprehensive
11 annual reports.
12 Section 2. Section 102 of title 55 of the Code of the Federated
13 States of Mcronesia is hereby repealed in its entirety and a new
14 section 102 is hereby enacted to read as foll ows:
15 "Section 102. Definitions. In this title, unless otherw se
16 expressly provided and unless the context otherw se requires:
17 (1) 'Agency' or 'Agencies' neans any agency, conm ssion,
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aut hority, board, bureau, or other organi zation of the

Nati onal Governnent established by | aw and not specifically

part of one of the three branches of the National Governnent.

(2) 'Allotnent' nmeans the del egation of authority to a

person to create legally enforceable financial obligations in

accordance with applicable | aw on behal f of the Federated

States of Mcronesia, within specified limts set forth in an

appropriation act of the Federated States of M cronesia or as

may be required by the terns of funding avail able from ot her

sources.

(3) '"Allot' neans to make an all ot nent.

(4) 'Allottee' neans any person or entity to whom an

allotnment i s nmade.

(5) ' Annual budget proposal' neans the annual request for

new obligati on and expenditure authority during the ensuing

fiscal year by all branches and agenci es of the Nationa

Governnent for all purposes, including but not limted to,

Gover nnent oper ati ons, devel opnent prograns and projects,

speci al prograns, contributions, grants and subsi di es.

(6) 'Appropriation' or 'appropriation act' neans a | aw

enact ed by Congress which authorizes the National Governnent

to incur obligations and nmake paynents out of the Nati ona

Treasury in accordance with | aw.

(7) 'Borrowi ng' nmeans noney | oaned to the Nationa

Gover nnent _and not required to be repaid in full within the
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current fiscal year and 'borrowi ng expenses' are expenses

related to such a borrow ng.

(8) 'Congress' neans the Congress of the Federated States

of M cronesi a.

(9) 'Department' neans a department or office of the FSM

(10) 'Fiscal year' neans the twelve nonth period from

Cctober 1 of one cal endar year through Septenber 30 of the

succeedi ng cal endar year.

(11) 'FSM neans the Federated States of M cronesia.

(12) 'Head of departnent' or 'departnment head' neans a

secretary or head of a departnent or agency, however call ed.

(13) ' National Governnment' neans the departnent and offices

of the executive branch, Congress, the judicial branch and

agenci es of the National Governnent.

(14) 'CQutput' and 'outcone' neans the production of goods

and services by a departnent, Congress, the judicial branch,

an agency of the National Governnent or an allottee.

(15) 'Person' neans any natural person, conmpany,

corporation, partnership, trust, incorporated or

uni ncor porated society, charitable body, or other

organi zation or entity recogni zed by | aw.

(16) 'Public funds' neans all the funds, resources and

entitl enents owned by, owed to, or held by the Nationa

Governnent, or held by any person for or on behalf of the

Nati onal Governnent, and includes public resources.
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(17) 'Public resources' neans real or personal property that

is the property of the National Governnent, and incl udes

public funds.

(18) 'Secretary' or 'Secretary of Finance' neans the

Secretary of Finance and Admi nistration or his successor."

Section 3. Section 103 of title 55 of the Code of the Federated
States of Mcronesia is hereby repealed in its entirety and a new

section 103 is hereby enacted to read as foll ows.

Section 103. Annual budget.
(1) No later than June 30 of each vyear, the President shal

submt to the Congress the annual budget proposal for the

Nati onal Governnent for the ensuing fiscal year. The annua

budget proposal shall contain a statenent of antici pated

revenues fromall sources, details of operations and

devel opnent expenditures, and pl anned expenditures for al

sources of funds.

(2) The annual budget proposal shall be in a formthat will

provide for a separate appropriation for each departnent,

Congress, the judicial branch, and agencies of the Nationa

Gover nnent for each of the foll owi ng cateqgories:

(a) each category of output;

(b) each cateqgory of benefits, grants or subsidi es;

(c) each cateqgory of borrow ng expenses or repaynent

of debts;

(d) each cateqgory of other non-operating expenses; and
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(e) each cateqory of capital acquisitions or capital

contributions.

(3) The authority to expend cash or incur expenses or

obligati ons under an appropriation act will | apse at the end

of the fiscal year to which that act relates but any

unexpended bal ance of any appropriation may be dealt with in

accordance with this act.

(4) The President shall submt the following with the

annual budget proposal:

(a) a budget nessage, which shall include such

supporting financial, statistical, output performnce, and

other infornation, data and recommendati ons as the President

may determne are in the public interest and consistent with

the principles of fiscal responsibility set out in section

201A of this title;

(b) proposed leqgislation to appropriate funds for the

Nati onal Governnent for the ensuing fiscal year, reflecting

the President's recommendati ons as contained in the proposed

budget and i n accordance with the requirenmnents specified

under section 106A of this title;

(c) a statement, including forecasts, providing a

proj ecti on of expenditures for each category of outputs for

the ensuing fiscal year and the two vears follow ng that

fiscal vyear including:

(i) the details of the estimted revenue of the
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Nat i onal Gover nnent ;

(ii) the details of the estinated expenditures for

each departnent or agency;

(iii) the National Governnent's debt managenent

responsibilities and, where necessary, the details of a

financial plan to neet those responsibilities; and

(iv) that the annual budget proposal is fiscally

responsi ble in accordance with the principles set forth in

section 201A of this title, particularly, and in title 55,

general ly."

Section 4. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 103A to read as foll ows:

"Section 103A. Fi scal strateqgy report.

(1) The President shall submt to Congress, at the sane

time as, and in addition to the annual budget proposal, a

report on the Executive's fiscal strateagy.

(2) The fiscal strateqy report shall:

(a) include an assessnment of the extent to which the

annual budget proposal is consistent with the econom c and

fiscal policy statenent required under section 103B of this

title;

(b) include an explanation of the reasons for any

significant differences between the current econom ¢ and

financial situation of the National Governnent and the

6 of 34



C. B. NO 12-51

© 00 N o o b~ w N P

N N N N NN P P R R R R R R R R
ag A W N P O © 00 N O O »d W N -, O

information and i ntentions presented in the previ ous econonic

and fiscal policy statenent required under section 103B of

this title;

(c) where the circunstances have changed, present an

anended set of intentions;

(d) provide projections of nmovenents in the vari abl es

specified in sections 103F and 103G of this title which

denpnstrate i ntended progress towards achi eving the | onger

term obj ectives specified in the econonmic and fiscal policy

statenent nost recently published and state the siqgnificant

assunmpti ons on which the projections are based."

Section 5. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 103B to read as foll ows:

Section 103B. Econom c and fiscal policy statenent.
(1) The President shall submt to Congress and publish, not

| ater than March 31 of each year, an econonm c and fisca

policy statenent for the fiscal year commenci ng on Cctober 1

after publication, and forecasts for the two vears foll ow ng

that fiscal year, and this economc and fiscal policy

st at enent shal |l

(a) specify the economc and fiscal policy that the

executive branch and agencies will followin all econom c and

fiscal dealings, and disciplines that each will adhere to;

(b) specify or re-affirmthe President's |long-term
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principle variables specified in sections 103F and 103G of

this title;

(c) specify the broad strateqic priorities by which

t he executive branch and agencies will be quided in preparing

t he budget for that fiscal vyear;

(d) indicate by use of ranges, ratios, or other neans,
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in sections 103F and 103G of this title; and

(e) indicate other expenditures that the President

anticipates will be in the budget.

(2) The economc and fiscal policy statenent shall also:

(a) assess the extent to which the objectives,

priorities, and intentions referred to under subsection (1)

of this section are consistent with the requirenent to

produce a bal anced budget under section 104 of this title;

and

(b) assess the consistency of the objectives,

priorities, and intentions referred to under subsection (1)

of this section with the objectives, priorities, and

intentions indicated in the i medi ately precedi ng econom ¢c

and fiscal policy statenent; or, if anended, the anended

statenent and, where these are not consistent, justify the

departure.

(3) Any nenber of the public may, within twenty-ei ght days

8 of 34



C. B. NO 12-51

of the econonic and fiscal policy statenment bei ng publi shed,

deliver in witing to the office of the President any

subm ssion that person may have in respect of that statenent.

The President shall consider any subnission made in

accordance with this section."”

Section 6. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 103C to read as foll ows:

© 00 N o o b~ w N P

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

"Section 103C. Econom c and fiscal update.

(1) The President shall, no later than Cctober 1 in each

fiscal year, publish a report updating the econom ¢ and

fiscal policy statenent for the fiscal year begi nning from

t hat day.

(2) The econom c and fiscal update report shall contain:

(a) an econonmic and fiscal update for the current

fiscal year, and forecasts for the following two fisca

vears, containing the information specified in sections 103F

and 103G of this title; and

(b) a statenment of the date on which the contents of

the report were finalized."

Section 7. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 103D to read as foll ows:

"Section 103D. I nfornmation to be supplied by Congress, the
judicial branch, and agenci es.
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The Congress, the judicial branch, and agenci es shal

transmt to the President, no |later than June 1 of each year

details of planned operational and devel opnent expenditures

and projected revenue. The Congress, the judicial branch,

and agencies shall also transmt budget projections for each

of the two subsequent fiscal years and such other infornation

as may be required by law. The President shall include such

pl anned expendi tures, projected revenue, and budget

projections in the annual budget proposal w thout revision,

and subject to his or her recommendati ons.”

Section 8. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 103E to read as foll ows:

Section 103E. I nformation to be supplied by governnents,

entities and others.

Each State Governnent, nunicipality, or other gover nment

organi zation or official who seeks National Governnent funds

for devel opnent prograns or projects shall transmt to the

President, no |later than June 1 of each year, pl anned

devel opnent al expenditures for the ensuing fiscal vyear.

State Governnents shall also transmt a statenent of the

State's general econonmc and fiscal plan, including a

priority schedule of the devel opnent projects the State pl ans

to undertake and the reasons therefor, devel opnental budget

proj ections for each of the two subsequent fiscal years, and

10 of 34



C. B. NO 12-51

© 00 N o o b~ w N P

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

such other information as may be required by law. The

Presi dent shall include such pl anned expenditures, economc

and fiscal plans, and budget projections in the annual budget

proposal ., without revision, but subject to his or her

r econmendati ons. "

Section 9. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 103F to read as foll ows:

"Section 103F. Economic and fiscal data.

(1) Econonic reports required under chapters 1 and 2 of

title 55 shall include forecasts depicting novenents in the

Federated States of M cronesia of:

(a) gross donestic product, including the major

components of gross donestic product:;

(b) consuner prices:;

(c) enploynent |evels:;

(d) bal ance of paynents; and

(e) such other informati on deened necessary by the

President (after consultation with the Secretaries of

Econom c Affairs and the Departnent of Finance and

Adm nistration) to provide a conprehensi ve econom c forecast.

(2) Fiscal forecasts required under chapters 1 and 2 of

title 55 shall include:

(a) forecast infornation with respect to the

statenents required under section 103G of this title;
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(b) forecast infornmation with respect to the current

fiscal year update and conparative budgeted and actua

figures for the fiscal year immedi ately preceding the first

of the fiscal years to which the fiscal forecast rel ates; and

(c) details of fiscal risks and, where they cannot be

quantified, a description of possible inmpacts.

(3) Econonic forecasts shall include a statenent of al

significant assunpti ons underlying them"

Section 10. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 103G to read as foll ows:

"Section 103G Reporting requirenents.

(1) Any forecast or statenent required under chapters 1 and

2 of title 55 shall include details of:

(a) the total operating expenditures;

(b) the total benefits, grants or

subsi di es;

(c) all other expenditures;

(d) the total operating revenues;

(e) all other revenue;

(f) the difference between all expenditure and al

revenue,

(g) the level of total debt:; and

(h) the level of asset hol dings.

(2) Each report shall al so include:
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(a) a statenent of financial position;

(b) a statenment of financial perfornmance;

(c) a statenent of cash fl ows;

(d) a statement of borrow ngs;

(e) a statenent of obligated but unexpended funds

(excl udi ng borrow ngs);

(f) such other statenents as are required to be

consistent with generally accepted accounti ng principles and

practice; and

(q) a statenent of accounting policies."

Section 11. Section 106 of title 55 of the Code of the Federated
States of Mcronesia is hereby repealed in its entirety and a new

section 106 is hereby enacted to read as foll ows:

"Section 106. Appropriations by Congress.
(1) The Congress, after receipt of the proposed budget from

the President shall, no |later than August 29 of each year, by

act, adopt the annual budget of the National Governnent for

t he ensui ng fiscal vear.

(2) Congress may alter the budget submtted by the

President, in any respect.

(3) Prior to altering the annual budget proposal subnmtted

by the President, Congress shall first advise the President

what specific part or parts it intends to alter, and the

reasons therefor, and give the President (or his designee)

the opportunity, within no |l ess than seven days, to address
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Congress on the alterations proposed.

(4) The budget alteration authority of Congress shall be

execut ed by neans of appropriation |eqislation.

Appropri ations or authorizations for the expenditure of funds

shall be made by | aw, except as provided in section 108 of

this title.

(5) Congress nmay restrict, by law, the expenditure of funds

for a specific purpose.

(6) Notwi thstandi ng section 217 of this title and unl ess

ot herwi se specified by | aw

(a) appropriations of National Governnent funds for

Nati onal Gover nnent devel opnent projects shall be allotted

t hrough the President or the Governor of the State where the

project is being undertaken;

(b) appropriations of National CGovernnent funds for

non- Nati onal Gover nnent devel opnent projects shall be

allotted through the Governor of the State where the project

i s bei ng undertaken; and

(c) The President, or the Governor, as the case nmay

be, may only obligate funds where he or she is satisfied that

the project is in accordance with the appropriation, is

pl anned with realistic estinates of proposed expenditures,

and shall rel ease funds where appropriate, by progress

paynents, upon obtaining satisfactory evidence of the

obligation to incur such expenditure.
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(7) |If Congress does not appropriate National Governnent

funds through the President or

Governor in accordance with

subsection (6) of this section,

it shall record in the

Congr ess j our nal

or in a commttee report the reasons for the

departure and, shal

record the details of the project, the

project plan, and the result

i ntended to be achi eved, and

ensure that the appropriation act

reflects those details."

Section 12. Title 55 of the Code of the Federated States of

M cronesia, as anended, is hereby further

section 106A to read as foll ows:

"Section 106A.

amended by enacting a new

Appropri ations fornat.

(1) No expense or

liability will

be incurred by the

Nati onal Governnent unl ess the expenditure, in relation to

such expense or

obl i gati on

is capable of being charged to a

category specified in subsection (2) of this section.

(2) Wthin an appropriation act,

separate appropriation

lines shall be made for

each of the foll owi ng cateqories:

(a) each

cat egory of

out put :

(b) each

cat egory of

benefits, grants, or subsidies;

(c) each

cat egory of

borrowi ng expenses or repaynent

of debts;

(d) each

cat egory of

ot her non-operati ng expenses; and

(e) each

cat egory of

capita

acqui sitions or capital

contributions."”

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

section 106B to read as foll ows:

"Section 106B. Repr ogr anmmi ng.

(1) A departnent head may, fromtine to tine, make

transfers between outputs where:

(a) the transfer does not conflict with performance of

the outputs specified in the budget policy;

(b) the total appropriation for that fiscal vyear for

that departnent is unaltered.

(2) The departnent head nust advise the Secretary who shal

ensure that sufficient details to explain any transfer made

pur suant to subsection (1) of this section will be included

in a report to the President.

(3) The President nay reprogramup to ten percent to and

fromthe funds appropriated to each departnment and office in

t he annual budget act, after first specifying the outputs for

whi ch funding is either increased or decreased."”

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

section 106C to read as foll ows:

"Section 106C. Net appropriations.

(1) An appropriation may be shown in the appropriation act

to be off-set by an anmpbunt of revenue where that revenue

applies to the recovery costs of the rel evant budget out put

and neets the criteria set for that output by the Secretary.
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(2) Where an appropriation is for a net appropriation, al

estimat ed expendi tures and revenue, fromall sources, nust be

i ncluded in the budget statenent and provided for in the

annual budget proposal to reflect how the net appropriation

figure was ascertai ned."”

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 106D to read as foll ows:

Section 106D. Transfer and subseguent expenditure of
unexpended appropriations.

VWhere provision has been nmade in any appropriation act for

expendi ture, but that expenditure was not incurred during

the fiscal vear to which the act relates, the President may,

after consultation with the Cabinet, direct that the

unexpended anpunt, or a portion thereof, be reappropriated

for the next fiscal year to the departnent or gover nment

agency that did not expend the anpbunt appropriated to it for

expendi ture in accordance with the outputs specified in the

origi nal appropriation.”

Section 16. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 201A to read as foll ows:

"Section 201A. Fi scal responsibility.

(1) The National Governnent shall pursue its policy

objectives in accordance with the principles of responsible
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Secti

St at es of

fiscal managenent specified in subsection (2) of this

secti on.

(2) The principles of responsible fiscal managenent are:

(a) managi ng and keeping the total debt at such | evels

that a bal anced budget is achi eved;

(b) achieving and naintaining |evels of FSM net worth

that provide a buffer against factors that nay adversely

i npact the FSM s net worth in the future;

(c) prudently manaqgi ng the fiscal risks facing the

FSM and

(d) pursuing policies that are consistent with a

reasonabl e degree of predictability about the | evel and

stability of tax rates for future years."

on 17. Section 202 of title 55 of the Code of the Federated

M cronesia is hereby anended to read as fol |l ows:

"Section 202. [DBeclaration—of poliecy] Disclosure of
[ H—+s—the—dectared—pobey—ofl—the Covernnent—oltheTFederated
States—ob—Meronesta—that—|

(1) The accounting of the Federated States of M cronesia
Government shall provide full disclosure of the results of
financi al operations, adequate financial information needed
i n the managenent of operations, and the fornulation and
execution of the national budget and shall ensure effective

control over incone, expenditures, funds, property, and other
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assets, whether tangible or intangible.
(2) The accounting of the Federated States of M cronesia

shall be perfornmed in a manner consistent with generally

accepted accounting principles [as—establishedbythe United
States Governnental Accounting Standards Board].

(3) Full consideration shall be given to the needs and
responsibilities of both the |egislative and executive
branches of the Governnent in the establishnment of accounting
and reporting systens and such other fiscal requirenents.

(4) It is the responsibility of the executive branch to
mai ntai n accounting systens and to produce financial reports
with respect to the operations of the executive departnents
and staff offices, including central facilities which gather
and di ssem nate information on the results of the financial
operations of the Federated States of M cronesia Governnent
as a whol e.

(5) Enphasis shall be placed on effectuating systematic and
orderly inprovenents in financial managenent of the Federated
States of Mcronesia Governnent in order to fornul ate, adopt,
and maintain sinplified and nore effective accounting
systens, financial reporting procedures, budget processes,
audi ting requirenents, and procedures, [and] to safeguard
agai nst duplication and to elimnate systens and processes
that do not serve a purpose conmmensurate with the costs

i nvol ved.

19 of 34



C. B. NO 12-51

(6) The Secretary of Finance, together with the Budget
O ficer, shall conduct a continuous review programfor the
I nprovenent of accounting and financial reporting in the
Governnment of the Federated States of Mcronesia.”
Section 18. Section 204 of title 55 of the Code of the Federated
States of Mcronesia is hereby repealed in its entirety and a new

section 204 is hereby enacted to read as foll ows:
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"Section 204. Secretary of Finance - general duties.

(1) The Secretary of Finance shall be the principal

financi al adviser for the Governnent and shall, in addition,

prepare and review plans for the i nprovenent and managenent

of revenue and for the support of the public credit; shal

supervise the collection of all revenues; prescribe the forns

of keeping and rendering all public accounts and returns;

grant, subject to statutory provisions, all warrants for

noney to be issued fromthe National Treasury in pursuance of

appropriations by |aw, prepare and i ssue reports and fisca

information as nay be required by |law, and generally perform

all such services as he or she may be directed to perform

fromtine to tine.

(2) Subject to the provisions of this act, or any other

enactnent or any requl ations, the Secretary may, fromtine to

time, issue instructions to ensure conpliance with the

financial disciplines and rules provided for in title 55.

(3) The Secretary nay del egate the authority for such
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functions to such extent as he or she may deem practi cal and

perm ssible by | aw. "

Section 19. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 205A to read as foll ows:
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"Section 205A. Statenents of account.

(1) The Secretary nust as soon as practical after the end

of each fiscal year, but no later than the end of the third

nmonth of the next succeedi ng fiscal year, prepare and send to

the Public Auditor a financial statenent of transactions

affecting the funds established under this act and

encompassi ng the i nformati on required under section 103G of

this title.

(2) The financial statenent of transactions, together with

the report thereon by the Public Auditor, must be forwarded

to the Speaker of the Congress within one nonth of it being

received by the Public Auditor, and the Speaker shal

circulate the statenent to nenbers and offer the nenbers the

opportunity to debate the statenent in open session.

(3) When the Public Auditor has not conpleted his or her

report on the financial statenent of transactions, he or she

must report on those which are accountable and list those

whi ch are accountable that cannot yet be reported, state why,

and when they can be expected."”

Section 20. Title 55 of the Code of the Federated States of
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1 Mcronesia, as anended, is hereby further anmended by enacting a new

2 section 205B to read as foll ows:

3
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"Section 205B. Reporting, responsibilities of officials for

reporting; other relevant matters under this act.

(1) The Secretaries of the Departnent of Fi nance and

Adm ni stration and Econonic Affairs are jointly responsible

for preparing and delivering to the President the financial

i nformati on required under chapters 1 and 2 of title 55.

(2) Every departnent head shall, at intervals fixed by the

Secretary, but in any event at the end of each quarter in

each fiscal year, report in accordance with the instructions

of the Secretary, on the variables specified in section 103G

of this title as they relate to the applicabl e departnment or

agency.

(3) At the conclusion of each fiscal year, all heads of

departnents and agencies shall present to the Secretary an

annual report as specified by the Secretary and coveri ng al

the infornmation required under section 103G of this title as

it applies to the departnent or agency.

(4) Such annual report shall specify the results achi eved

in conparison with the budget nessage and the provision of

outcones in the annual budget proposal for which al

appropriati on was provi ded under the appropriation act.

(5) The financial statenents of each departnent or agency

shall at the end of the fiscal year, be exam ned and reported
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upon by the Public Auditor and transmtted to the Speaker of

Congress as soon as practical after forwarding the financial

statenent of transactions required under section 205A(2) of

this title."

Section 21. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 205C to read as foll ows:
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Secti on 205C. Responsi bilities of heads of
departnents and agenci es.

(1) Each departnent head is responsible for ensuring, in

addition to neeting the reporting requirenents specified in

section 205B of this title, that:

(a) all activities of the departnent or agency are

undertaken in a manner consi stent with Nati onal Gover nnent

financial and fiscal policies, quidelines, directions and

sound financial managenent:; and

(b) adequate arrangenents exist within the departnent

or agency to ensure the requirenents of section 205B of this

title are net.

(2) Each departnent head shall ensure that all financia

managenent obligations are net including:

(a) that forecasts provided for budgetary purposes are

as accurate as possible, take account of all rel evant

information available at the tine they are prepared, are free

from net hodol ogical and arithnetic error, and are subjected
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to appropriate internal and external quality assurance with

respect to nethodol ogy and tineliness;

(b) that material required by the responsible

depart nent heads for the preparation of the annual budget

proposal will neet stated requirenents with respect to

tineliness, conpleteness, accuracy and format;

(c) achievenent at a mininmumof the forecast |evels

of revenue nost recently supplied for budgetary purposes;

(d) that sound financial mnagenent systens and

internal controls exist and are operating so as to provide:

(i) tinmely and accurate financial information;

and

(ii) reasonabl e assurances that the transactions

recorded are within statutory authority and properly disclose

the use of all public financial resources adninistered by the

depart nent or agency on behalf of the Nati onal Governnent;

and

(e) providing all infornation required by the

departnent or agency to enable it to neet reporting

requirenents.

(3) When the Secretary of Finance and Adninistrati on draws

to the attention of the departnent head a case of non-

conpliance with any of the sections of this title, the

departnent head shall immediately take action to renedy the

failure, explain the failure and the renedi al action taken."
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Section 22. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 205D to read as foll ows:
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"Section 205D. Statenents of responsibility.
(1) All reports prepared under chapters 1 and 2 of this

title shall be acconpani ed by statenents of responsibility.

(2) A statenment of responsibility for the financia

statenents of the Executive branch nust be prepared and

si gned separately by:

(a) the Secretary: and

(b) the President.

(3) A statenment of responsibility for the financia

statenents of a departnent or agency nust be prepared and

si gned separately by:

(a) the departnent head responsible for that

depart nent or agency:; and

(b) the Secretary.

(4) A statenment of responsibility for the financia

statenents of Congress or the Judiciary branch nmust be

prepared and signed by the head of the respective branch.

(5) It shall be the responsibility of the President to

produce the required reports for the Executive branch to

Congr ess.
(6) It shall be the responsibility of the Speaker of

Congress to ensure conpliance with title 55 as it applies to
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the role and responsibilities of Congress.

(7) At a mninmum all statenents shall warrant the:

(a) inteqgrity of the disclosures; and

(b) consistency with all the requirenents of chapters

1 and 2 relevant to the departnent, agency or branch."

Section 23. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 205E to read as foll ows:
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"Section 205E. Publ i cation, inspection and purchase of
statenents and reports.

(1) The Secretary shall, in respect of every statenent and

report required to be published under any provision of title

55, arrange for a notice to be posted in a prom nent position

in every field office of the Departnent of Finance and

Adm nistration in every State stipul ati ng:

(a) that it has been published;

(b) where it can be inspected free; and

(c) where it can be purchased and the cost thereof.

(2) The Secretary shall, for at |least two nonths after the

date of giving notice under subsection (1) of this section,

ensure that opportunities for free inspection or purchase are

available in each field office of the Departnment of Finance

and Admi nistration in each State of the Federated States of

M cronesia."

Section 24. Title 55 of the Code of the Federated States of
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1 Mcronesia, as anended, is hereby further anmended by enacting a new

2 section 205F to read as foll ows:
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"Section 205F. Availability of financial figures.

VWhere financial fiqures are to be reported or published,

actual, rather than estimated fiqgures, shall be used

whenever avail able."

Section 25. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new

section 205G to read as foll ows:

"Section 205G Di scl osure of policy decisions and ot her

matters that may i nfluence future fiscal situations.

(1) Every econom c and fiscal update prepared under this

act shall incorporate all Governnent decisions that may have

a material effect on the econom c and fiscal outl ooks.

(2) Where the fiscal inplications of Governnent decisions

referred to in subsection (1) of this section cannot be

quantified, they nust be disclosed in the statenent of fisca

ri sks required under section 103F(2)(c) of this title and the

said statenent shall specify that they cannot be quantifi ed,

and the reasons why."

Section 26. Section 215 of title 55 of the Code of the Federated
States of Mcronesia is hereby repealed inits entirety.

Section 27. Sections 216 to 223 of title 55 of the Code of the

24 Federated States of M cronesia are hereby renunbered as sections 215 to

25 222 respectively.
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Section 28. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 223 to read as foll ows:
"Section 223. O fenses.

(1) A person commts a National offense who, wthout

reasonabl e excuse:

(a) refuses or fails to produce any nmteri al

information that is in that person's control, inrelation to

the financial managenent, financial performance, or banking

activities of an allottee or in relation to the managenent or

control of any public resource or liability when required to

do so pursuant to this title; or

(b) resists or obstructs any person acting in the

di scharge of that person's functions or duties or in the

15
16
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exercise of that person's powers under this title.

(2) A person conmmts a National offense who:

(a) without reasonabl e excuse, refuses or neglects to

pay any public funds into a bank account of the General Fund

or any other fund established under this title; or

(b) makes any statenent or declaration, or gives any

information or certificate, required by or pursuant to title

55, without adequate investigation or knowing it to be fal se

or m sl eadi ng; or

(c) does any act for the purpose of procuring for that

person or for any other person or organization:
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(i) the inproper paynent of any public funds or

trust noney; or

(ii) the inproper use of any public resource; or

(d) willfully fails to carry out any duty or

obligation inposed on that person under title 55."

Section 29. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 223A to read as foll ows:

"Section 223A. nligation to report.

(1) A person who has know edge of any circunstances which

may cause himor her to consider that an offense under

section 223 of this title may have occurred nust report those

circunstances to the Secretary.

(2) A person who alleges a breach of title 55 to the

Secretary shall not be penalized in any way whet her the

allegation is proved or not."

Section 30. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 223B to read as foll ows:

"Section 223B. Penalti es for offenses.

(1) A person who commts an offense under section 223(1) of

this title is liable upon conviction:

(a) in the case of an individual, to a fine not

exceedi ng $2,000 or inprisonnent for a termnot exceedi ng

three yvears or both; and
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(b) in the case of a person or organization other than

an individual, to a fine not exceedi ng $5,000.

(2) Every person who conmnmits an offense under section

223(2) of this title is |liable upon conviction:

(a) in the case of an individual to a fine not

exceedi ng $3,000 or inprisonnent for a termnot exceedi ng

five vears or both;

(b) in the case of a person other than an i ndividual,

to a fine not exceeding $7,000.

(3) Where any body corporate comrits an of f ense agai nst

this title, every director, secretary, nmnager and ot her

officer of the body corporate and every person purporting to

act in any such capacity shall also be gquilty of an offense

unl ess that person satisfies the Court that either:

(a) the offense was comm tted without that person's

knowl edge or consent or not through that person's qgross

neqgl i gence; or

(b) that person took all reasonable steps to prevent

the comm ssion of the offense."

Section 31. Title 55 of the Code of the Federated States of
M cronesia, as anended, is hereby further amended by enacting a new
section 223C to read as foll ows:

"Section 223C. Transitional.

(1) No person, in the preparation of financial statenents,

reports, annual budget proposals or forecasts, unless it is
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proved that the person acted intentionally, shall be

convi cted of any offense under section 223 of this title for

any failure by that person to produce the econonic and fisca

data requi red under section 103F of this title or the

i nformati on required under the reporting requirenents of

section 103G of this title during a period of two years from

the comng into force of this act.

(2) \Where, during the two vears fromthe conmng into force

of this act, any of the information required to be produced

under sections 103F and 103G of this title is not able to be

produced, the person responsible for produci ng the statenent,

report, annual budget proposals or forecasts will record in

witing the reasons why the information cannot be produced at

t he begi nning of the statenent, report, annual budget

proposals or forecasts, as the case may be."

Section 32. Sections 225 and 226 of title 55 of the Code of the
Federated States of Mcronesia are hereby repealed in their entirety.
Section 33. Title 55 of the Code of the Federated States of

M cronesia, as anended, is hereby further amended by enacting a new

section 226 to read as foll ows:

"Section 226. Allottees' reports required.

(1) No later than May 1 of each year, each allottee shal

submt a report to the Congress which shall provide for a

performance assessnent, as of the end of the second quarter

of the fiscal vyear, against all suns appropriated by the
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Congress or nade available to that allottee from another

source. The perfornmance assessnent shall eval uate whet her

the outcones delivered are consistent with the outputs

specified in the appropriation obligating the funds, and,

where the performance is not delivered, justify why not.

(2) No later than October 31 of each year, each allottee

shall submt a report to the Congress which shall provide for

a performance assessnent, as of the end of the fiscal year,

agai nst all suns appropriated by the Congress or nmade

available to that allottee from another source. The

perf or mance assessnent shall eval uate whet her the out cones

delivered are consistent with the outputs specified in the

appropriation obligating the funds, and, where the

performance is not delivered, justify why not."

Section 34. This act shall becone | aw upon approval by the
President of the Federated States of M cronesia or upon its becom ng

| aw wi t hout such approval .

| nt roduced by:

Joseph J. WUrusemal
(by request)
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