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AN ACT 

To provide for the reaulation of foreian inve.taent, and for other 
purpo .... 

BB IT ENACTED BY TIIK CONCRESS OJ' TIIK FEDI!RATED STATES OJ' MICRONESIA I 

1 Section 1. Short title. !hie act ie Imown and .. y be cited a. 

2 the "loreian Inv .. tunt Act." 

3 Section 2. Definition.. Whan word. defined in thie .ection are 

4 Uled in thi. act, unla.a otbervi .. requirad by tba context, tbe 

5 following definitione .ball aovern: 

6 (1) "Noacit1aen" _a: 

7 (a) Until the t.ra1nation of the Truata.ab1p for tbe 

8 Truat Territory of the Pacific I.1and., any per.on who i. not a Truat 

9 Tarritory cit1&en and any bUline.. in which any intere.t ie owned by a 

10 per.on who ie not a Truat Territory citiaIDi and 

11 (b) Upon termination of the Tru.tee.hip. any per.on 

12 who ie not a citieen of the Federated State. of Micron .. ie, and any 

13 budne.. in wbich any interut i. owned by a pareon who i. not a 

14 eitiaen of the Pedarated State. of Mierone.ie. 

15 (2) "Cithan" _an. any pereon or bUline •• not included in 

16 the definition of nonciti&an contained in thie act. 

17 (3) "Secretary" _. the Secretary of Reaouree. end 

18 Deve10paent of tbe Federated State. of Mierone.ie. 

19 (4) "Preddant" mean. tbe Pruident of tbe Pederated Stat .. 

20 of Microne.iI. 

21 (5) "Buain ... " _. any .01e proprietor.hip. partner.hip, 

22 corporation, or any otbar e •• oeietion engqed in e_rce. 
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1 (6) "State authority" means any official or entity 

2 designated by a State of the Federated States of Micronesia to 

3 conslder forelgn investment applications under this act and. falling 

4 such designation. means the Governor of a State. 

5 (7) "Licensee" means any noncitizen who bas been issued a 

6 foreign investment permit under this act. including agents or 

7 employees of the noncltlzen. 

8 Sectlon 3. Permit required. 

9 (1) A noncitizen may not engage in any business in the 

10 Federated States of Micronesia without first obtaining a foreign 

11 investment permit. A noncitlzen may not acquire an interest. other 

12 than a .ecurity interest ln real or personal property for the purpose 

13 of securing a loan. in any busines. operating in the Federated State. 

14 of Micronesia without first obtaining a foreign lnvestment permit. 

15 (2) A noncltizen engaged in business in the Federated State. 

16 of Micronesia on the effective date of this act under a permit i •• u.d 

17 under the Trust Territory Foreign Inve.tors Busine.s Permit Act 

18 (33 TTC Chapter 1) or under an agreement with the Trust Territory 

19 Government shall not continue to engage in business ln the Federated 

20 States of Micronesia after the explratlon of thet permit or agreement 

21 without first obtaining a foreign investment permit. 

22 Section 4. Application for a foreign investment permit. 

23 (1) A noncltlzen intending to engage ln buaineas in the 

24 Federated States of Micronesla. or lntending to acqulre an lntersst ln 

25 a buainess in the Federated States of Microneaia, shall apply to the 
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1 Secretary for a foreian iDYeac.ant perait. Ivery application .hall be 

2 acco.paaied by a filtaa f .. of $250. which .hall accrue to the Geaaral 

3 lund of tha radarateel Stat.. of HiCrODUia and vb1ch .hell DOt be 

4 rafuudable. The Sacretary ahall .. tabliah the fora of the application 

5 by resulatiOD. 

6 

7 

(2) The epplication .hall contain the follDVina information I 

(a) Nama of the applicant'a buaina ••• ita officer •• and 

8 diractou; 

9 (11) rropo.eel principal office iD the reelerated Stete •• 

10 and the State or Stat .. iD which the applicant d .. ir .. to do buaiDe •• ; 

11 (c) Purpoae. acope. and objactive of the buaiD ... 

12 actlv1tie. to be conducted by the epplicantl 

13 (d) AIIount of ovnerahip iD the buain ... to be held by 

14 the nODcitisanl 

15 <e) btant to which the buaina .. will iDvolve foretan 

16 or iDter.tate co.Derce; 

17 (f) The a.me. bu.iDea. eeldr .... and peraODa1 addrea. of 

18 a penon r .. idtaa 1D the radarated Stat.. of Hicron .. ia on vbca proe .. a 

19 ia.ued UDder law uy be .erveel; and 

20 <.) Any additional information which the Secretary 

21 deeaa nac .... ry to evaluate the application and ute the deterainetion 

22 requireel by .action 6 of th1a act. 

23 SectiOD S. roraiID Inv .. taent Board. A Fordgn Inv .. taent Board 

24 1& .. tab11aheel. here1Dafter cal1ad the "Board." The Board 1& compo.ed 

25 of thrae ~era appointed by the Pr .. idaDt of the Federated Stat .. of 
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1 Micronesia and two membera appointed by the Speaker of the Consreas of 

2 the Federated Stat.. of Microneaia. The Board ahall elect one of the 

3 five mamber ... Chairaan. A member may not participate in the detar-

4 mination of any mattar before the Board if he or any ~er of hia 

5 immediate family baa an intereat in tbe outcome wbich may affect hia 

6 tapartial conaideration of the matter. Membera .hall .erve until 

7 raplaced by tbe Pr .. idant of the Federated State. of Microneaia, or by 

8 the Speaker of the Congr... of the Federated Statea of Micronesia. 

9 lour membars of the Boerd must be pre.ent to make up a quorua and 

10 action can only be teken by e majority vote of the members presant. 

11 The Secretary ehall provida clerical and administrative as.i.tanca to 

12 the Board. 

13 Saction 6. Action on application. The Board shall review each 

14 foreign inveatment permit application, aDd .hall, within 20 day. of 

15 the filiDs of the application, determine whether or not the buaineas 

16 activitie. proposed will fall withiD any of the follOWing catasorie.; 

17 (1) Will the applicant ensaie in businesa in mora than 

18 one State; 

19 (2) Will the applicant's busina •• receive SO percent or 

20 more of ita total revenue from the export of gooda or .ervice. to 

21 another State or nation; 

22 (3) Will the applicant engage in the procee.ing, manu-

23 facturina, aaeembling, or building of goode or product., and if so, 

24 will SO parcent or more of the materials procesaed or used be imported 

25 from another State or nation; or 

, 
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(4) Will the applicant engage in communications, air or aea 

2 tr81Ulportation, or the shipment of fuel between States or between the 

3 Federated States of Micronesia and another nation. 

4 Section 7. Applications within categories. If the Board deter-

S mines that the applicant's business falls within one or more of the 

6 categoriea set out in section 6 of this act, the following procedure 

7 ahall apply: 

8 (1) Upon making the aection 6 determination the Board ahall 

9 refer the application to the Secretary for review and inveatigation. 

10 The Secretary ahall collect any further information which he believes 

11 will be useful for tha evaluation of the application and shall present 

12 all information obtained to tha Board within 30 days of receiving the 

13 application from the Board. 

14 (2) At the time the application is referred to the 

15 Secretary a copy of the application shall be delivered to the State 

16 suthority of each State. The State authorities may examine the 

17 application and may make a recommendation .. to the approval of the 

18 application. The Secretary shall de1ivar copies of any information 

19 which he obtains under aubsection (1) of thia section to the State 

20 authorities. The State authorities ahall have 30 days from receipt of 

21 the informational material from the Secretary to deliver recommenda-

22 tione to the Board. 

23 (3) Upon receipt of the information and recommendations 

24 called for in subsections (1) and (2) of this section, or upon 

25 expirstion of the time set for aubmission of such information and 
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1 rec_enelation., vhichever occura firat. the Board ehall, vithin an 

2 addit1onal. 30 daye. decide whethar or IIOt to grent the foreign inveet-

3 mant pexm1t. baaed on all relavant factore. including: 

4 

5 the bua1Deaa activity to ba parformed, 

6 (b) The dagree to which auch actiVitiea vUl effect 

7 cbaDae in exporta or laporta, 

8 (c) The aztent to which auch actiVitiea vill deplate 

9 a IIOnr_able natural r .. ource. or vill d1eturb the enViro_tal 

10 balaDce or tha conaenation of r_abla natural reaourc .. , or vill 

11 pollute the atmoaphere or vatar. 

12 (d) Tha astent of participation by citizaua at the 

13 outaet in tha ownerehip and IUnag_t of the enterpriae, end in the 

14 caee of an applicant vhich ia a corporation chartered outaida the 

15 Federated Stat ... the degr .. of vUl1ngnaaa and apacific plena to 

16 fon. a Federated Stat .. corporation in the futura end to offal' at 

17 leaat 51 percent of the ownarahip and capital to citiaana. 

18 (a) The vill1nan .. a and apacific plana of the 

19 applicant to give employlUDt preference to citiaena end to train 

20 citia8D8 for poeitiona in \UD8gement and at other lavala by inati-

21 tuting training proar ... , 

22 (f) The aztent to which the capital. _genal 

23 akilla, and technical akilla required for auch an enterpriae are 

24 available aaong rederated Stat.. citiaana at the current time or can 

25 be eapected to be availabla in tha near futura; 
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(g) The extent to which en operation will contribute 

2 to the overall economic wall-baing of the Nation and each State 

3 effected and tha axtent to which any intere.t, including ,economic, 

4 social, traditional, or environmental, of any State or the Nation may 

5 be affected; and 

6 (h) Tha recommendations, if any, made by the State 

7 authorities. 

8 (4) If the Board dacides that the foreign investment parmit 

9 should be granted, it may also impose limitations on the i.suance of 

10 the permit. 

11 (5) The Bo.rd shall daliver notice of the action it takes 

12 on the permit application, togethar with a statement of reasons in 

13 support of the action taken, to the President as soon as the permit is 

14 grantad or denied. 

15 Section 8. Applications not within categories. If the Board 

16 datermines that the applicant's businass does not fall within any of the 

17 categories .et out in section 6 of this ect, tbe follOWing procedure 

18 sbell apply: 

19 (1) Upon making tbe .ection 6 determination, the Board shall 

20 refer the foreign inve8tment permit application to tba State authority 

21 of the State affected by the applicant'. busin .... 

22 (2) The State authority shall approve or disapprove the 

23 permit application, stating its reasons for spproving or dieapproving 

24 in a report which sball be delivered to tbe Board within 45 days of tbe 

25 receipt of the application by tbe State authority. The Board sbell 
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1 promptly grant or deny the permit in conformity with the action taken 

2 by the Stat. authority and ehall tamediataly notify tb. Preaidant of 

3 the action taken. 

4 (3) If tb. Stat. authority approvea the application, it may 

5 impose limitationa on tb. i.euance of tbe permit. 

6 S.ction 9. Pr.eident'e action on foreign inveataent p.ra1te. 

7 Within 20 days of rec.ipt of notic. of a perait action taken by tba 

8 Board, the Pr.sid.nt may rev.rs. the d.c1&ion of tbe Board if h. deter-

9 mines that the action taken would advereely affect a compelling 

10 National interest relating to foreign affairs or to the ganeral public 

11 welfar.. If the President takes no action witbin the prescribed time 

12 limits, the Board's action stands. If the Pre.ident reverse. the 

13 action taken by the Board, ha shall notify the Bosrd, the applicant, 

14 and the State authoritiea by certified mail of bis deciston and tbe 

15 r ... an. for tbe deci.ion. No Bosrd permit decidon i. final until the 

16 requirement. of thi. section have been met. 

17 Section 10. tiabt of appeal. An applicant or State authority 

18 aggrieved by a final permit decision may appeal tbe decision by filing 

19 a notic. of epp.al witbin 30 day. of receipt of notice of the decision 

20 with tbe Supreme Court of tbe rederated States of Micronesia. Th. 

21 notice of appeal .hall also b. .erved on the Attorney General of the 

22 Federated Stat.. of Micronesia and the Secr.tsry. Such appeal. .hall 

23 be made under applicable rulea of civil proc.dur •• 

24 S.ction 11. Comaaaceaant and operationa of buain •••• 

25 (1) B.fore co .neing busin .. e activity within the F.d.ratad 
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1 State. of Micronesia. a licensee .hall inform the Secretary of the 

2 financial year used by the licensee's busine.s in keeping it. 

3 financial recorda. 

4 (2) A licen.ee shall be subject to all laws of the Pederated 

5 States of Micronesia. including any rules and regulations promulgated 

6 under this act. 

7 (3) A licensee is deemed to have conaented to the acceptance 

8 of process by service on the individual named for that purpose in the 

9 licensee'. permit application. If tha individual named in the applica-

10 tion cannot be found at the addre.. given. process eerved on the 

11 Registrar of Corporations with copies sent by certified mail to the 

12 address stated in the application is valid service on the licensee. 

13 Section 12. Licensee reporting reguirements. 

14 (1) Every licena .. shall f11e an annuel report with the 

15 Secretary in such form as he may prescribe by regulation. containing 

16 a full and accurate statement of business activities undertaken by 

17 the licenaee in the Pederated States of Micronesia, a profit and loss 

18 statement, and an updatsd statement of the information provided in 

19 the original permit application, which report shall be due within 60 

20 day. immediately following the end of the licensee's financial year. 

21 (2) Every licensee shall advise the Secretary of any 

22 change in the financial year used by the licensee within 60 days of 

23 the change. 

24 (3) Every corporate licensee shall file copies of any 

25 change in the provisions of its original charter. articles of 
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1 incorporation. or by lawa within 60 days of the change with the 

2 Registrar of Corporations and the Secretary. 

3 Section 13. Insurance companies. 

4 (1) Every inaurance company granted a foreign inveatment 

S permit shall file a $100,000 depoait with the Secretary in casb, 

6 negotiable securities, or a bond from a corporate surety. or any 

7 combination totaling $100,000 wbich ia acceptable to the Secretary, 

8 to be filed within 30 daya from the issuance of tbe permit and held 

9 in trust by the Secretary for tbe account of tbe company to satiefy 

10 any judgment that may be rendered against it under insurance policies 

11 that it may ilsus. The depoBit shall be maintained as long es the 

12 insurance company conducts busineea in the Federated States of 

13 Micronesil. 

14 (2) Every insurance company granted a foreign investment 

lS permit pursuant to this act shsll file a verified statement summari-

16 zing all commercial activity transacted within tbe Federated States 

17 of Microneaia by tbe company during its previous financial year and 

18 a duly certified copy of its annual report to any authorized official 

19 of tbe state, territory. possession, or country in wbich the company 

20 18 organized. The statement shall be filed witb the Secretary witbin 

21 60 days of the end of the insurance company'a financial year. 

22 Section 14. Change inlicenaee'sbusineas. If a 1icenaee intends 

23 to eubstantia1ly alter the business activity on which the foreign 

24 investment permit ie based or intends to undertake significant 

25 additional business activities not contemplated at tbe time of the 
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1 original application, the licensee shall submit an application for a new 

2 foreign investment permit to the Secretary, which shall be considered 

3 in accordance with sactions 6 throuah 9 of this act except that the Board, 

4 the Secretary, or the State authority need not duplicate inveetigatory 

5 efforte made in connection with the originsl application. The licaneee 

6 ehall not alter its buain .. e activitiee or add new buaineee activities 

7 until a new permit is granted. 

8 Section 15. Permit renewal. If a licensee wiehee to renew a 

9 permit, a renewal application may be submitted to the Secretary no later 

10 than 60 days prior to the expiration of the permit in a form which he 

11 prescribee and shall be dispoe.d of by the Secretary according to 

12 regulatione promulgated to implement thie eection. A licensee may 

13 continue busineee activitiee while the renewal application ie pending. 

14 Section 16. Modification, euapeneion. or revocation of permit. 

15 (1) A foreign inveetment permit may be modified, euspended, 

16 or revoked by the Board if: 

11 Ca) The original permit application is found to have 

18 contained false or fraudulent information; 

19 (b) The licensee bribed or otherwise influenced or 

20 attempted to bribe or influence the Secretary or any member of the 

21 Board or any member of a State authority to issue the permit; 

22 (c) The liceneee presented false or fraudulent informa-

23 tion to the Board or to a State authority in support of the application; 

24 Cd) The liceneee violatea any law of the Federated Statee 

25 of Micronesia or of any political eubdivision within the Federated Statee 
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1 of Micronesia, or any of the regulations issued under those lawa, which 

2 sre relevant to the business activity conducted under the permit; 

3 (e) The licensee engages in business activities which 

4 are violative of any limitation contained in the permit; 

5 (f) The licenaee engages in business activities sub-

6 stantislly outside the scope of the permit; 

7 (g) The licenaee fails or refusea to comply with the 

8 reporting requirements of sections 12 or 13 of this sct, and such 

9 failure continues for a period of 60 days after any report is due; or 

10 (h) The licensee refuses or faila to comply with ordera 

11 for production of documents and things or for attendance of witnesses 

12 under section 19 of this act. 

13 (2) The Board shall, upon receipt of information which 

14 indicates that a permit should be modified, suspended, or revoked, 

15 schedule s hearing on tha matter before the Board. At least 21 days 

16 written notice of the hearing shall be given to the licensee stating 

17 the alleged violstions. Hearing procedure shall be prescribed by the 

18 Board by regulation and shall include the right of the licensee to 

19 participate and to be represented by counsel, to call witnessee, and to 

20 cross-examine witnesses called against the licensee. After the hearing 

21 the Board may, by majority vote, modify, suspend, or revoke the permit, 

22 and in such cases the Secretary ehall notify the licensee of the action 

23 taken by certified mail within five days of the hearing, stating the 

24 reasons for the action taken. A licensee whose permit has been modified, 

25 suspended, or revoked may appeal the decision of the Boerd to the High 

• 
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1 Court of the Trust Territory of the Pacific I.land. or the Supreme Court 

2 of the Federated Stat.. of Microne.ia within 20 dey. after receipt of 

3 notic. of the action of the Board. Copie. of the notic. of appeal .ball 

4 be .erved on tbe Secretary end tbe Attorney General. 

S Section 17. Surrender of foreien buaine •• permit. 

6 (1) A licanaee .. ,. surrendez e permit b,. filing a certificate 

7 .igned end acknowledaed by the licen.ee witb the Secretary, stating the 

8 following I 

9 (a) The name of tbe lic.nee. a. .bown on the recorda of 

10 the Secretary and the licenaee'a permit numb.r; 

11 (b) A revocation of tbe licana •• •• deaignltion of agent 

12 for the .ervice of procesa, 

13 (c) That the lican •• e .urrender. authority to engage in 

14 buaiua •• in the Federated State. of Micron .. ial 

(d) That tbe licen... con.ent. to .ervice of proce.a 

16 again.t the licena.e in eny action or claim for relief b .. ed upon 

17 liability or obligation incurred within tbe Federated States of Micro-

18 ne.ia prior to tbe filing of the certificate of .urrender b,. .ervice on 

19 the Regiatrar of Corporations; and 

20 (e) An addre.a to which the Regi.trar of Corporationa 

21 aball mail a copy of any proce.. .erved upon tb. licanaee. which add rea. 

22 .. ,. be chenCed from time to time by filing a certificate entitled 

23 "notification of change of adOrea.'· e1gned and acknowledged by the 

24 liceneee before an appropriately comm1aa1ouad notary public or Clerk of 

2S Court. 
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1 (2) The foreiga inveataent permit aball be attached to tha 

2 certificate deecribed in subsection (1) of this aection unleaa it bee 

3 been loat or destroyed. in which cue au affidavit of tha licensee ahall 

4 be attached atteatius to such loss. 

5 (3) Mere retirement from doina busin .. s in the Federated 

6 States of Micronesia without a filiUS of the cartificate described in 

7 subsection (1) of thie section does not revoke the appointment of an 

8 aaent for the service of process within the Federated Stat.s of Micro-

9 nesia. 

10 Section 18. Service of process on noncitizen efter revocation of 

11 business permit. 

12 (1) After the permit of a noncitizen haa been revoked, 

13 process against the noncitizen may be served upon the Registrar of 

14 Corporations in any nation on a liability or obligation incurred within 

15 the Federated States of Micronesia prior to the revocation. 

16 (2) In any cue where. under the provbiOIlII of this section. 

17 the Registrer of Corporations is served with process, he shall 

18 immediately send by certified or reaistered mail a notice of service 

19 and a copy of the summons and complaint to the noncitizan concerned, at 

20 the noncitizen's last address of record. 

21 Section 19. Enforceaent of this act. 

22 (1) Primary responsibility for the enforcement of this act 

23 shall be placed in the Board. with the essistance of the Secretery. and. 

24 .. to criminal sanctions provided in section 22 of this ect. appropriate 

25 law enforcement authorities within the Federated Stetes of Micron .. ia. 
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(2) In carrying out the duties imposed by this act the Board 

2 may require the attendance of any citizen or noncitizen at a meeting or 

3 hearing conducted by the Board, and may require such persona to testify 

4 or to produce at, before, or after such meeting or hearing documents, 

5 information, and things relevant to enforcement of the provisions of 

6 this act. 

7 Section 20. Rules and regulations. The Board shall promulgate 

8 the reguletions necessary to implement this act, which regulations shall 

9 have the force and effect of law. 

10 Section 21. Exemptions. This act shall not apply to: 

11 (1) Cooperative a.sociations and credit unions duly organized 

12 and incorporated under the laws of the Trust Territory or the Federated 

13 States of Micronesia or a State thereof; and 

14 (2) Banking and savings and loan institutions authorized to 

15 do business under the laws of the Trust Territory or the Federated States 

16 of Micronesia. 

17 Section 22. Criminal penalty. 

18 

19 

(1) Any noncitizen: 

(a) Who intentionally engages in business activities in 

20 the Federated States of Micronesia for which a foreign investment permit 

21 is required without first obtaining that permit; or 

22 (b) Who, after obtaining a foreign investment permit, 

23 intentionally fails to comply with the limitations, if any, stated in 

24 the permit; or 

25 (c) Who obtains a foreign investment permit by fraud or 
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1 a18repr .. entation eball be deemed guilty of a cr1m1nal offensa and upon 

2 conviction thereof by a court of competent juriadiction within tbe 

3 Federated Stat.. of Micronasta ahall be impriaoned for a period of not 

4 more than one year or fined not 1IIOre than $2,000, or botb. 

5 (2) Any citizen or noncitizen, who aids or abeta a noncitizen 

6 in violating any of the terma of auba.ction (1) of thia section shall be 

7 guilty of a cr1m1ual offenee and upon conviction thereof in a court of 

8 competent juriadiction within the Federated States of Microneata, ahall 

9 be imprieoned for a period not exceeding one year or fined $2,000, or 

10 botb. 

11 Section 23. Repeal. Chapter 1 of Title 33 of the Truat Territory 

12 Code i. hereby repealed. 

13 Section 24. Effective date. Tbie act ahall bacome law upon 

14 approval by the President of the Federated States of Mieronesia or upon 

IS its becoming law witbout sucb approval. 
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