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FOURTH LEGISLATURE OF THE.STATE OF CHUUK

/"2 ery

CHUUK STATE LAI^I NO. 4-99.03

sECoND REcuLAR rJisto*. r
FrRST spECrAL sESSroN,DEiBMeEn. i gqs ACT NO: 4-47

AN ACT i

To establish a Chuuk State Foreign Investment Act consistent with the FSM Foreign
Investment Act of 1997, enacted as FS\zI Public Law No. l0-49;to repeal Truk State Law
No. 5-108, and for other purposes.

BE IT ENACTED BY THE CHUUK S'|ATE LEGISLATURE:

I Section 1. $hqrt Title. This act is known and may be cited as the ,,Chuuk State

z Foreign Investment Act of 1999."

s Section 2. Pufpose. The puqpc)se of this act is to encourage foreign investment

4 within the tenitory bf Chuuk State in & ..,&nnsr that serves the econom:ic, social and

5 cultural iirterests of Chuuk State. This purpose shall be borne in mind in the

6 implementation and interpretation of therprovisions of this act.

Section 3. DefinitioJrs. When used in this act, the following words shall have

8 meanings as defined below, unless otherwise required by the context:

9 (1) 'business entity' means any sole proprietorship, partnership, company,

l0 corporation, joint venture, govemment, government entity, or other

l l association of personr; engaging in business;

tz (2) ,citizen' means a citiz:en of tfr. FSM;

13 (3)'Director' means the Director of the Chuuk State Department of

t4 Commerce and Industtry;

15 (4) 'Eco-tourism' means the business of engaging in tourism that is

16 focused on bringing'irisitors to Chuuk to view its cultu,ls, traditions,

17 land and marine environment with a minimal negative or intrusive

18 effect. Eco-tourism is subject to atl appropriate l3overnmental

19 regulations;

20 (5) 'engaging 
in businessr' means carrying out any activity rolating to the

2l conduct of a business, and shall include the activities enurnerated in

22
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subsection (5) (a) below but shall not include the activitirls enumerated

in subsection (5) (b) below:

(a) 'engaging in business' shall include:

(i) buying, selling, leasing, or exchanging gcods, products,

or property of any kind for commercial pu{poses;

(ii) buyinlg, selling or exchanging services of rury kind for

comm,ercial pu{poses;

(iii) conducting negotiations for transactions of the types

descritred in items (i) or (ii) above; provirred, however,

that negotiations with licensed importers :r'or periods of

less then fourteen (r4) days per carenda.Fear shall not

be conr;idered .engaging in business';

(iv) appoi'ting a representative, agent, or disfributor by a

nonciti,zen to perform any of the acts described in items

(i) thr'ugh (iii) above, unless said represe'tative, agent,

or distributor has an independent status rmd transacts

business in its name for its own account and not in the

name o,f or for the account of any noncitizen principal;

(v) maintaiining a stock of goods in the FSM for the

purposo of having the same processed by another

person in the FSM;

(vi) establishing or operating a factory, workshop,

processing plant, warehouse, or store, whether

wholesale or retail;

(vii) miniry or exploring for minerals, or the commercial

exploitation or extraction ofother natural resources:
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(viii) providing services as a managem'nt firm or

professional consultant in the managemenrt, supervision,

or contrrol of any business entity; and

(ix) providi:ng professionar services as an attornr:y, physician,

dentist,,engineer, s'ryeyor, accountant, audi.lor, computer

consultant or other professional providing se,rvice for a

fee; provided, however, that such a profilssional shall

not be c,onsidered to be 'engaging in business' unless he

or she, rnhile present in the FSM, performs his or her

respect,ive professional services for more than founeen

(14) days in any calendar year.

(b) engaging in business does not include:

(i) the publiication of general advertiseme,nts tluough

newspapers, brochures, or other publications, or through

radio or television;

(ii) the conduc;ting of scientific research or invesligation, if a)

the research or investigation is sponsored by a university,

college, aglency, or institution normally enga,ged in such

activities primarily for purposes other than commercial

profit and b) the particular research or investigation at issue

is not for purposes of, or expected to yield, commercial

profit;

(iii) the collecrion of information by a bona fide joumalist for

news publication or broadcast; and

(iv) the lawful sale of corporate shares or othel interest or

holdings in a business entity acquired not for speculation or

profit;
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(6) 'foreign investment' means any activity in the FSM by a noncitizen

that amounts to 'engaging in business' as defined above;

(7) 'foreign investor' means a noncitizen who is .engaging in business, in

the FSM, as defined above;

(8) 'FSM' means the Fedefbtbd States of Micronesia;

(9) 'FSM Foreign Inveslment Act' means the Foreign Invertment Act of

rggTenacted by the congress of the Federated states of .Micronesia as

FSM Public Law No. 10-49, and codified in the FSM code, Title 32,

Chapter 2;

(10)'Foreign Investment permit, means an

Permit, a Chuuk State Foreign Investment

Foreign Investment prlrmit:

(11) 'FSM Foreign Investment permit, means a

Secretary in accordance with the provisions

FSM Foreign Investrnent

Permit, or a Pre-Existing

permit ir;sued by the

of the IISM Foreign

Investment Act;

(12)'FSM Foreign Investment Regulations' means regulations

promulgated by the secretary in accordance with the provision of the

FSM Foreign Investment Act;

(13)'FSM R&D Departrnent' means the Department of Rosorrrces and

Development of the FSM or Departrnent of Economic Affilirs;

(14) 'holder' or 'holder of'the permit, means:

(a) any person or entity that appears on the application for a

Foreign Invesfinent permit; or

(b) the business or:r chuuk which is described in the atrrplication, as

deemed appropriate by the Director;

(15) 'Chuuk State' means the State of Chuuk;
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(16) 'chuuk State Foreign Investment permit' means a pr:rmit issued

by the Director in. accordance with the provisions of this act.

(17) 'chuuk state Foreign Investment Regulations' mearrs regulations

promulgated by the Director in accordance with the provisions of

this act;

(18) 'local product' means any product locally grown, hinvested,

created, produced, assembled or manufactured in ciruuk:

(19) 'noncitizen' 
means any person who is not a citizen of the FSM

or any business entity in which any ownership intererst is held bv

a person who is not a citizen of the FSM;

(20) 'ownership inte:rest' in a business entity means ownr:rship of or

control over, either directly or indirectly, some or all of the shares

of; property or asisets of, voting rights in, or rights to profits or

revenue from, ttrat business entity; provided, howev*r, that:

(a)'ownership interest shall not include a security i:nterest in

real or personal property for the pu{pose ofsecuring a loan; and

(b) any interesrt held by the spouse, minor child, or other

dependent rcf a person shall be counted as owne,d by that

person in determining whether he or she has an ownership

interest in al business entity;

(21) 'person' includes both individuars and legal entities;

(22)'Preexrsting Foreign ].nvestment permit, means u prr*iiissued by the

secretary of FSM R&D Department or by chuuk state prior to the date

on which this act took effect and which has not expired according to its

terms or been suspended, or canceled;

(23)'Professional servicrss' means an attorney, physicirm, dentist,

engineer, suryeyor, accountant, auditor, computer consultarrt or other

t t
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types of professionals providing service for a fee. The D.irector may

designate additional'ategories in the chuuk state Foreigrr Investment

Regulations;

(24)'real property bro.kering' means the business of lrrocuring the

purchase and sale o:f land or acting as intermediary between vendor

and purchaser; and

(25) 'secretary' means the secretary of the FSM R&D Department.

Section 4.

Pennit. A non-citizen may not conduct any activity in the territory of Chuult State that

amounts to'engaging in business', as de,hned in section 3 of this act and section 203 of

the FSM Foreign Investment Act, unlesrithat non-citizenholds a currently vrilid Foreign

Investment Permit authorizing that non-citizen to conduct that activity.

Section 5, CaJesgries of eco.nqlric sectors. In adrninistering the system of Chuuk

State Foreign Investment Permits established in this act, and in regulating foreign

investment generally within the tenitoqr of Chuuk State, the Director shall be guided by

the system of categories of economic sectors established in section 205 of the FSM

Foreign Investment Act, as follows:

(1) categories for lrtrational Regulations - those economic sectors

identified by the FSM Foreign Investment Act or llsM Foreign

lnvestment Regulltions as categories A, B and C.

(2) categories for State Regulations- economic sectors that are not

identified by the IrsM Foreign Investment Act or the FSM Foreign
- 

Investment Regulations. The categories in chuuk Stale are:

(a) category D ('chuuk state Red List') - the set of economic

sectors that are closed to foreign investmerrt within the

territory of' Chuuk State:
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(i) s*ch other economic sectors as the Director may

designate in the chuuk state Foreign Investment

R.egulations as being on the Chuuk State Red List.

(b) category E ("chuuk state Amber List') - the set of economic

sectors as to which certain criteria specified in the chuuk state

Foreign Investnnent Regulations must be met before a chuuk

State Foreign Investment permit will be issued inchrde any

economic sector that is not included on any other lisit (category A

through D and Ii). The economic sectors on the chrruk state

Amber List include the following:

(i) Cariinos

(ii) Lotteries

(iii) such other economic sectors as the Director may

designate in the Chuuk State Foreig;n Investment

Re5;ulations as being on the chuuk state Amber List:

and

(c) category.F ('chuuk State Green List') - the set of economic

sectors wlhich no special criteria need to be met before a

chuuk State Foreign Investment permit w:ll be issued,

except for the minimum value standards that may be

establisheri under section 6 (aXc) of this act. The

economic sectors on the chuuk State Green List include the

following:

(i) Ecrc-tourism;

(ii) P:rofessional services;

. (iii) InLtrastate airline services:
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(iv) Exportation of local products; and

(v) such other economic sectors as the Director may

designate in the chuuk state Foreign Investment

Regulations as being on the Chuuk State G.reen List.

Section 6.

State' The Director shall be guided by the provisions of section 206 ofthe FSM Foreigi,

Investment Act, and in particular shall:

(1) take all action neoessary and within the Director's po'ner to

prohibit foreign i:nvestment within the tenitory of chuuk state

falling within economic sectors designated pursuant trr section 205

(1) of the FSM Foreign Investment Act for inclusion'n the

National Red List (Category A);

(2) participate, or nominate someone from his or her office to

participate, in meetings convened by the FslM Nationar

Government to review sector developments and to add economic

sectors to, or remove them from, categories A, B and c under

section 205(1) of the FSM Foreign Investment Act;

(3) cooperate in other: ways with the FSM R&D Departm,ent, and with

responsible authorities from other states, regarding the regulation

of foreign investnrent; and

(4) subject to section 16 (3) ofthis act, take responsibility for

regulating foreign investment within the tenitory of chuuk state,

including:

(a) determining u,hat, if any, additional economic se<:tors shall be

designated for inclusion in categories D, E and F pursuant to

section 5(2) of'this act;
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(b) determining what chuuk State criteria, if any, sh*ll be specified

for foreign investments in category E economic rectors:

(c) determining rvhether foreign investments in cate1lory E or

category F economic sectors shall be subjected t'a minimum

value standard and, if so, what that minimum valr:e standard

should be. Minimum value standard may be required in order

to prevent abuse of the system of Chuuk State Foreign

Investment Permits as a vehicle for gaining entry 1o chuuk State

without a bona fide intention of engaging in businlss;

(d) the issuance of chuuk state Foreign Investment permits

pursuant to se,ction 7 of this act in respect of foreiE;n investment

taking place o:r proposed to take place within the t*rritory of

chuuk state in all economic sector categories other than those

designated for inclusion in A, B, c or D pursuant to this act and

the FSM Foreign Investment Act.
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(1) An application for a chuuk state Foreign Investment permit shall

be made on the form or forms prescribed in the chuuk state

Foreign Investment Regulations, as may be suplllemented in

particular cases b;r order of the Director in accordancr: with section

16(3) of this act. Such application form or forms shall be made

publicly available by the Director. The applicatio:r form shall

require the appli'ant to identiff clearly the person(sr) residing in

chuuk state who are designated as agent(s) for servicr; of process.

(2) Submission of an apprication for a chuuk State foreigir lnvestmenr

Permit shall be made to the Director. upon receiving rm

application for a crhuuk state Foreign Investment pernrit, the
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Director shall, within such periods of time as may be prescribed for

this purpose in the chuuk State Foreign Investment R.egulations,

take one or more of the following actions, as appropriate:

(a) determine whether the application relates to foreilgn investment

in an economic sector included in Category A, B or C, as

described in section 205 of the FSM Foreign Inver;trnent Act,

or in an economic sector included in Category D, JE or F, as

described in section 5 above;

(b) deny the application if it relates to:

(D foreig* investment in an economic sector.f category D

(Chuutrc State Red List);

(ii) foreignr investment in an economic sector .f category E

(chuuh stare Amber List) or a category F (chuuk state

Green List) when the apprication is incornplete or the

Foreign Investor does not meet a minimum value

standards established pursuant to section 6r.4XC) of this

act: or

liii; foreign investment in an economic sector in category E

(chuuk State Amber List) economic sector but does not

satisfactorily demonstrate that the investmont meets all

of the applicable chuuk state criteria established in the

chuuk state Foreign Investment Regulati'ns pursuant

to section 6 (4) (b) of this act;

( c) forward the application to the secretary if it relates to

foreign investment in an economic sector incrudedrin

Category A, B rcr C, as described in section 205 of the

l 0
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FSM Foreign Investment Act;

(d) require the rapplicant to submit further infonnation if the

application :is incomplete or does not prcvide enough

information lbr the Director to determine (i) what economic

sector(s) is(are) involved, or (ii) whether the requirements for a

chuuk state Foreign Investment permit have been or will be

met;

(e) hold a public hearing for the review of any new or:renewal

application submitted which falls under category E (chuuk

state Amber List), ii in the Director's discretion he determines

one is appropr:iate. Any required hearing shall be.held pursuant

to provisions of the Chuuk State Foreign Investment

Regulations;

(f) issue a Chuuk State Foreign Investnent permit if:

(i) the applicartion:

A) relirtes to a foreign investment in a Category E

(Chuuk State Amber List) economic se,ttor;

B) is oomplete; and

c) dernonstrates that the foreign investmerrt meets all

of the applicable Chuuk State criteria er;tablished in

the Chuuk State Foreign Investment Regulations

pursuant to section 6 (4Xb) and (c ) of this act; or

(ii) the application:

A) relates to foreign investment in a Category F

(Chuuk State Green List) economic sector;

B) is complete; and

l l
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I (C) rnLeets any minimum value standards erstablished

2 Vrsuant to section 6 (a) (c ) of this act.

s 19) Place conditions or restrictions on the issuance of the Chuuk

a gtate Foreign Investment permit as deemed apprcpriate.

s 13) upon taking any action described in section 7 (2) (b),(2,) (d), or (2) (Q

6 above, the Director shalr, within such periods of time as rnay be

7 prescribed for this puqpose in the Chuuk State Foreign Investment

8 Begulations, advise the applicant of the action and the re€,,ons therefor.

9 (4) The amount of the ap,plication fee to be paid by an applicgnt seeking a

10 Chuuk State Foreign Investment Permit shall be established in the

11 Chuuk State Foreign Investment Regulations.

Lz (5) If the Director issues a CAuuk State Foreign Investment tr)ermit

i3 pursuant to section 7 (2) (t) above, the chuuk state Foreign I

L4 Investment Permit will be sent to the applicant and copiers of any

15 Foreign Investment l,ermit shall be:

16 (a) inserted into a. register to be maintained by the Director for this

17 purpose; and

18 (b) sent to the Secretary, for insertion in a register to be maintained

t9 by the FSM RdtD Department for this purpose.

20 (6) If the Director denies an application for a Chuuk fitate Foreign

2r Investment Permrit pursuant to section 7 (2) (b) (ii) or (iii) above,

22 the applicant may:

23 (a) resubmit the qpplication with modifications desigrrated to meet

24 any applicable criteria established in the Chuuk litate Foreign

25 Investment Regulations; or

26 (b) provide to the lDirector additional information or e>lplanation to

27 indicate how, in thb applicant's opinion, the foreigl investmeni

28 would satisff such criteria. on receipt of such moclifications or

29

30 t2
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additional information, the Director shall review the application

and make a detennination under the procedures prescribed in

section 7 above. 'rhere 
is no limit to the number of tirnes an

applicant may modifu an application in order to meet 1;he

requirements for er chuuk state Foreign Investment pe,rmit.

f orei glr InJqstment pg.rmit.

Section 8. For{n. feqs. fenewal. Q,huu\ State

(1) A chuuk state Foreign Investment permit shall be in the form

prescribed in the chuuk State Foreign Investment Regulati,ons.

(2) In the application for a Chuuk State Foreign Investmenr: permit, the

holder shall fulfilr the requirements, if any, included irr the chuuk

state Foreign Invesrrment Regurations for the paynrent of an

application fee.

(3) upon the issuance of a chuuk State Foreign Investment permit, the

holder shall fulfilr the requirements, if any, included in the chuuk

state Foreign Investment Regulations for the payment of an annual

permit fee.

(4) A chuuk state Foreign Investment permit shail be valid fbr one year,

and, unless it has been canceled, suspended or surrendered pursuant to

section 8 (8)-(11) below, it shall be automatically renevrable on an

annual basis upon the 1ulfillment of the requirements, if a'y, included

in the chuuk state Foreign Investment Regulations for fhe payment of

an annual fee.

(5) A chuuk state Foreigrr Investment Permit shall not be lransferable

between investments or investors and shafl not be assign*ble to any

investment or investor o,ther than the one for which it was issued.

l 3
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(6) The holder of a chuuk state Foreign Investment pernrit may not

make a char-rge inrthe business for which the holder hrm obtained a

chuuk State Forerign Investment permit without obtaining their
, ,  i ,

new chuuk state Foreign Investment permit for that r)uqpose under 
:

section 7 of this erct or, if applicable, a new FSM Fore,ign

Investment Permiit under section 207 of theFSM Forr:ign

Investment Act or obtaining a modification in the terrns of their

present Chuuk State Foreign Investment permit. Such a

modification mari be requested by the holder, and granted by the

Director, in accordance with such procedures and requirements as

the Director may establish in the chuuk state Foreign Investment

Regulations.

if the holder either:

(a) begins operation in a different economic sector frorn the one(s)

for which the chuuk State Foreign Investment perrnit was

issued; or

(b) alters, changers, modifies or transfers the amount of the

ownership interrest which the non-citizen retains.

(8) The Director may cancel a chuuk state Foreign Investrrnent permit

only if the Director determines, foilowing the procedural

requirements of section 8 (10) below, that one or mor(: of the

following circumstances exist:

(a) the arurual fee required under either section g(2) or g(3) above

has not been paid;

(b) the holder of ttre permit requests its cancellation;

,j l"i,ii i

1 4
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(c) the permit application is found to have containerr false or

fraudulent information;

(d) if any person bribes or otherwise exercises, or auempts to

exercise, unclue influence upon the application process for the

permit;

- (e) the holder oll the permit fails or refuses to cornply with the

reporting requirements under section r0 of this act or with any

other requirerneft$ of this act or of the chuuk state Foreign

Investment Regulations ;

(f) the holder of the permit fails or refuses to comply with any

restrictions or rcqndilirns included in the permit, o'engages in

activities not authorizedby the permit; and

(g) he holder fails to comply with any applicable State, or National

laws.

(9) If a chuuk state Foreign Investment permit is cancelecl pwsuant to

section 8(8) above, the noncitizen holding that canceled pr:rmit shall:

(a) immediately st,op engaging in business in chuuk s.tate;

(b) take such steps as the Director shall direct in ord,.r to dispose

of that noncitizen's interest in any applicable bur;iness entity;

and

(c) pay any fines or other penalties that may be imposed under

section 13 of this act or under chuuk State Foreigrr Investment

Regulations.

(10) If it appears to the Director that one or more of the grounds

for cancellatiorr of a chuuk state Foreign Investment permit,

as enumerated in section 8 (s) above, may exist, thrr Director

l 5
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I

L

may temporarily suspend the validity of that Chuuk State

Foreign Investment Permit and shall commence the following

procedures lerading to cancellation:

(a) The Director, or the Director's designee, may schedule a

hearing on the matter before the Director, or the Director's

designee. At least 21 days written notice of the hr:aring, stating

the alleged grrrund for cancellation, shall be given to the

holder of the chuuk state Foreign Investment permit, at the

address desiguated on the application for such notice. If during

that time the trolder of the chuuk State Foreign Inirestment

Permit takes action satisfactory to the Director to rlisprove the

allegations or otherwise remedy the situation, the J)irector may

cancel the hearing and reinstate the Chuuk State F,rreign

Investment Permit if it was temporarily suspended.

(b) Hearing procedures shall be prescribed by the Director in the

chuuk State lroreign Investment Regulations and shall include

the right of the holder of the chuuk State Foreign lnvestment

Permit to participate and to be represented by counsel, to call

witnesses, and to cross-examine witnesses cailerl against the

holder of the Chuuk State Foreign Investment pennit.

(e) within the ten days after a hearing, the Director shall issue a

witten decision including reasons for the action taken and the

remedy to be imposed pursuant to section 8(9) above, and shall

transmit that clecision immediately to the holder of the chuuk

State Foreign Investment permit.

($ Ifa decision has not been issued pursuant to section g(10)(c)
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above, within the ten days specified, any temporay suspension

ordered by the Director shall automatica'y end, arrd the

varidity of the chuuk State Foreign Investment permit

shall automatioally be reinstated.

(e) within 20 days afl;er receiving the notice of the decisicn of

the Director, the hrolder of the chuuk state Foreign Ivr:stment

Permit may appeal the decision to the chuuk state court. copies

of any notice of appeal shail be served on the Director and the

Attorney General rcf Chuuk State.

(11) A holder of a chuuk state Foreign Investment permit may srurender

it by meeting requirernents specified for this purpose ir:L the chuuk

state Foreign Investment Regulations. Mere cessation of engaging in

business in chuuk stat,e, without meeting such requiremenl,s, does not

relieve the holder of chuuk state Foreign Investment permiit from the

requirements incident tlhereto.

Section 9. Exoatri
Sections 210.

21r and2l2 of the FSM Foreign Investment Act and the provisions of the FStrd Foreign

Investment Regulations issued pursuant to those sections, set forth the entitlenr;errts to

expatriate worker authorization (EWAs') and entry permits. The pirector will work with

the FSM Immigration Division, as needed, to assist the holder to obtain any nerlessary

EWA.

Section 10.

(1) The holder of any chuurr State Foreign Investment permit sh,all submit

to the Director such reports concerning the foreign investne,nt as the

Director may prescribe iin the chuuk state Foreign Investment
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Regulations. Details of the information required, the rea,sons for

the requirements, and the frequency and form of such rellorts shall be

set forth in the chuurk state Foreign Investment Regulations.

(2) Any change in foreign ownership of an investment for vihich a Chuuk

State Foreign Investrnent Permit has been issued shall be reported

immediately to the Director, who may take such action as the Director

considers appropriate in respect of the chuuk state Forelgn

Investment Permit, i,ncluding its cancellation if approprirrte under the

provisions of section g of this act.

Section 11. Repprts by the Dirpr{g1.

(l) The Director shall publish information annually, in such form and

detail as may be proscribed in the Chuuk State Foreiggr Investnent

Regulations, concerning the extent of foreign investmr:nt in Chuuk

State.

(2) The Director shall be guided by the provisions of section l)15 of the

FSM Foreign Investme:nt Act and by the provisions of the IISM

Foreign Investment Regulations issued thereunder, concerning reports

to be submitted by States to the FSM National Government regarding

foreign investment.

Section 12.

(1) The Director shall be guided by and shall take no action inconsistent

with the provisions of sections 216 and 217 of the IrsM Foreign

Investment Act or with any provisions of the FSM Foreign Investment

Regulations issued ttrereunder concerning compulsory acquisition of

foreign investment prroperty and transfers of earnings and capital

relating to foreign inv,estments.
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(2) Upon payment of such additional fees as the Director :may

prescribe for this lpu{pose, the holder of a chuuk state Foreign ,1; 
',

r ; ; i i , , i

Investment Permit shall be entitled, for 5 years, to an r:xemption il,,.111
l

from any future changes in the Chuuk State transactio:r and sales 
' i '

tax rates and simillar rules applicable to the business errtity to which

the Permit applies.

(3) Subject to the provisions of both the FSM Foreign lnvestrnent Act and

this act, and subject to regulations promulgated pursuant to those

provisions, the Government of Chuuk State shall not take action, or

permit any subsidiary political unit within Chuuk State to take action,

that would result in a foreign investor being given treatment that is less

favbrable than the treatment given to citizens engaging in llusiness in

Chuuk State. r

Section I 3. Injufrqtioq and penalties.

(1) where, on application by the chuuk state Attorney General, the

Chuuk State Court is satisfied that a noncitizen has acted, or is about to

act, in contravention of the provisions of the FSM Foreign,Investment

Act, the provisions of this act, the provisions of the FSM rroreign

Investment Regulations, or the provisions of the Chuuk State Foreign

Investment Regulations, the court may impose an injunction on any

such action. The Atto,rney General shall provide to the co:ncerned

noncitizens(s) at least two business days prior notice of an intention to

file such an application wlth the court.

(2) lt the Director detennines that any person has failed or refused to

comply with requirements imposed under or pursuant to the FSM

Foreign Investment Act, this act, the FSM Foreigr:r Investment

Regulations, or the chuuk state Foreign Investment Regulrations, the
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Director may, in addition to the action initiated under subsection (1)

above:

(a) suspend or ciancel a chuuk state Foreign Invesitnent permit

pursuant to section g ofthis chapter;

(b) impose such administrative fines and penaltier as may be

prescribed in the FSM Foreign Investment Regulations or in

the Chuuk Stare Foreign lnvestment Regulations; ,rr

(c) initiate measrffes for the imposition of crim:inal or civil

penalties as dlescribed in section 13 (3) and (a) below or in

other laws of Chuuk State.

(3) Any person guilty of 'willfuily contravening the provisions of section 4

of this act commits a crime as set forth in section 220 of the FSM

Foreign Investment y'rct, and upon conviction shall be subject to the

penalties provided for in said section.

(4) Any person who fails to comply with any of the provisions of this act

is zubject to the follovring civil penalties:

(a) in the case of an individual, the imposition of a civil fine in an

amount up to $i10,000 per incident;

1u; in the case of il legal entity, the imposition of a ciyil fine in an

amount up to $i50,000 per incident;

(c) in any case, thre forfeiture to the chuuk state Gcvernment of

assets or property rights in any business entrty engaging in

business in co:ntravention of this act; provided, however, that

the value of such assets or property so forfeited shall not be

unreasonable in relation to the illegal behavior md injury'it

caused. The Attorney General shall file and prosecute an

2 7
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action for the imposition of civil penalties in the appropriate

court.

Section 14' Judicial Review. A. decision by the Director pursuant 1o section 7 of

this act regarding an application for a chuuk state Foreign Investment permit may be

appealed by the applicant' The notice of any such appeal shall be filed with the chuuk

State court within 30 days of receipt of'notice of the Director's decision. r\ copy of any

such notice shall also be served on the l\ttorney General of chuuk State ancl the Director.

such appeals shall be made under applioable rules of civil procedures.

Section 15. Confidentialitv. In oarrying out the responsibilities impqsed by this

act regarding the regulation of foreign investment in Chuuk State, the Directrrr shall

maintain the confidentiality of any sensil.ive business information relating to a particular

foreign investor or prospective foreign investor, if so requested by such pers6n; provicied,

howevet, that this provision shall not pre:venl the Director from disclosing inFormation

upon order of a court or pursuant to other laws and regulations of Chuuk Stale or of the

FSM.

Section 16. Enforcement.

(l) Primary responsibility for the enforcement of this act shall be placed in

the Attomey General of Chuuk and, as to criminal sanctions provided

in section 17 of this ac,t, in appropriate law enforcement au.thorities

within Chuuk State.

(2) In carrying out the responsibility imposed by this act, the l)irector may

require the attendance of any citizenor noncitizen at a meeting or

hearing conducted by the Director and may require such pr:rsons to

testi| or to produce arr, before, or after such meeting or hearing

documents, information, and things relevant to enforcemerrt of the

provisions of this act.
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(3) Tlie Director shall promurgate regulations necessary to irnprement this
act and any" amendmenrts or modifications thereto the Director deems
necessary, subject to legislative approval of said ref;ulations and
amendments or modificartions thereto, which regulations ancl amendments

or modifications shall ha.ve the force and effect of law.

Section 17' unauthorized fore.ien ,business. unauthorized foreign business is
engaging in business as defined in section 3(5) of this act without having complied viirh
section 4 of this act, or engaging in business not authori zed by a Foreign Investment
Permit issued by the FSM or chuuk state, or failing to comply with the pro.risions of the
chuuk State Foreign Investment Regulations. Unauthorized foreign business is a
category one misdemeanor.

section rg. Repeal. Truk state LawNo. 5-10g is hereby repe,aled.

section 19' Effectiveness; transition This act shall take effect upon its
approval by the Governor, or upon its becoming law without such approval. por a period
of twelve (12) months after the date on which this act becomes effective, any.preexisting
Foreign Investment Permit applicable witlhin the tenitory of chuuk state shall continue to
be valid in accordance with its terms, subject to the provisions of this act and the
provisions of the FSM Foreign Investment Act. Notwithstanding the provisio's of
section 4 of this act, any noncitizen who ur4s, as of the date on which this act trecomes
effective' conducting any activity that amounts to 'engaging in business,, as defined in
section 3 of this act' but who was not requ.ired, under the law in effect immedirrtely prior
to that date' to obtain a foreign investment permit for that activity, shall have a period of
three months from that date in which rto either (a) apply for and obtain a foreign
investment permit or (b) cease conducting the activity.
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