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AN ACT

To enact a new chuuk state Budget Procedure, Act to repeal chuuk state r,aw No. 5_45,as amended in its entirery, and foiott".;-.*;":'

Be it enacted by the Chuuj< State Legislature:

I section 1' Enactrnent' A new chuuk State Budget procedure .{ct is hereby
2 enacted rvhich shall be known and rnLay be cited as the state Budget Act of 2 005.
3 section 2' Purpostl The purpose of this Act is to implement the provisions of
'1 Article \''III' o1'the constirution of the State of chuuk parliculariy Sectjon zl. and to
5 accommodate the requirerrr3lltS of the Amended compact and the Agreement concerning
6 Procedures for the Implenle:ntation ol united States Economic Assistance provided in the
7 comPact of Free Associatic'n, as amended, between the Government of the ljnited States
8 and the Gol'ernment of the Federated States of Micronesia, entered into i' connection
9 with the Compact, commonry known ̂ s the Fiscal procedures Agreement.

l0 Section 3. Definitions. When used in this Act:

ll (1.) "Agency" means amy agency, commission, authorify, board, bureau,
12 or other crganization of the State Government established by larv, and
13 not specifically part of one of the three branches of the State
i.+ Government.

i5 (2) "Annual budget" refers to the annual request for new obligation and
16 expenditrue authoritly during the ensuing fiscal year by all rranches of
17 the chuuk State Govemmenf all mrinicipal governments in the State
Iti of chuuk. and all aigencies of the State Govemment for all purposes.

19 including, but not limited to, Govemment operations, de:velopment

l0 programs rand projects, speciai programs, contributions, grants. and
2 I subsidies.

22 (3) "Appropriation" ref'ers to a law enacted b1,. Legislatue which
23 authorizes the State Govemment to incur obligations ancl to make
24 payments out of the litate Treasur.v'in accordance rvith law.

25
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(4) "compact" refers to the compact of Free Association, as amended,

and its related agreements entered into by' and between the

Government of the United States and enacted as Unitec States public

Law No. 108- l8li, unless otherwise specified herein.

(5) "Legislafure" refi:rs to the Legislature of the State of chriuk.

(.6) "Deveiopment Plan" refers to the Development plan of the Federated

States c'f Micronesia prepared pursuant to title two, sectron 2l I of the

compact, and the infrastructure development plan of the Federated

States c,f Micron,esia prepared pursuant to Article V, sr:ction l (e) of

the Fiscal Procedures Agreement.

(7) "Executive Branch" refers to the executive branch of the: chuuk State

Gol-emrnent.

(8) "Fiscal Procedures Agreement" means the Agreement. concerning

Procedures for the lmplementation of United State,s Economic

Assistance provided in the compact of Free Association, as amended,

between the Government of the United States and the Gol ernment of

the Federated Stat,es of Micronesia, entered into in connec,tion with the

Compac'i.

(9) "Fiscal )fear" refers to each one-yearperiod beginning october I and

ending on the next following September 30. Each Fiscal year shall be

designated by the number of the calendar year in w-hich such Fiscal

Year ends.

(10)"JEMCC," refers to the Joint Economic Management committee

establishr:d pursuant to the Compact.

( I I )"chuuk litate Government" refers to the chuuk State Government and

includes illl branches and agencies of the Government.

(l2)"chuuk sitate Govemment compact Budget Request" me:rns the state

Government's annuai compact funding request for the ensuing Fiscal

Year and estimated funding levels for the two subsequent lriscal years
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to be consolidaLted with the National and other States, Compact

Budget Request:; and submitted to the United States urder Anicle v

of the lrinancial l?rocedures Agreement.

(13)"Chuull State Government Proposed Budget" shali have the meaning

ascriberj to it in subsection (2) of section 4 of this Act.

t,l4)"chuuk State Govemment Recommended Budget" slali have rhe

meaning ascribed to it in subsection (3) of section 4 of this Act.

(15)"chuuk State Government Recommended compact Bu<lget Request,,

means the Govemor's recommended annuar compact funding request

tor the State Government for the ensuing Fiscai year zurd estimated

funding levels for the two subsequent Fiscal years.,,

(16)"Municipai Government" means each of the forty (43) municipal

goverrurrent established, or to be established, in the State ,rf chuuk.

Section 4. Annual ltudget.

(l ) Before Drecember 1 of the curent fiscar year in progress, rhe Govemor

shall iss'e a Budlqet preparation cail for the ensuing 'r upcoming

Fiscal Year. The Legislature, the judicial branch, r:ach of the

departments. offices and agencies of the Executive Brancl of the Srate

Government, each municipal government, and every proposed

recipient of grants, subsidies or contributions from the Stare

Governm'snt shall tansmit to the Governor on or before J anuarv. i of

each year pianned operational and development expenditures for the

ensuing fiscal year, budget projections for each ofthe fwo subsequent

fiscal )'eirs. and such other information as the Go'emor may,

determine or as nnay be required by law. planned operationar

expenses shall be presented in line-item form. includi;rg detaiied

information on planned expenditures for personnel, travrli, contmct

services, fixed assets and other anticipated expenses. The J-egislature.

the Judicia.l Branch imd each department, office and
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agency of lhe Executive Branch, each municipaliry, shali rransmrr to

the Govenror, along, with i ts] proposed operational expen:es tbr the

ensuing fiscal yearr, a plan for the fiscai year, including in

identif lcati ,rn of i ts strategic goals, and a descnption of i is planned

accomplishments, for the fiscal year, related to each goal. The

planned ac:omplishrnent shall .  i f  possibie, be expressed in numencai

flom so that actual performance can be measured against the plan.

The Legislature, the Judicial Branch and all deparrments, o..flces. a_ntj

agencies of'the State Governrnent, and municipal governmr:nts shail

not be required to transmit perfbrmance-based budgets or other reporl.s

rying plannod operational expenses to specific tasks or objec ives.

12) The Governor shall  compiie, without revision. the piamed

expenditures and budget projections received from eacjr branch.

,Jepartment, municipal government, office and agency of the Srare

Govemment and from proposed recipients of grants, subsidies an.l

contnbutiorLs from tlLe Sute Government into a proposed L,udger l .rr

tl're State Govemmenl (the ,,proposed Budget,').

(3) No later than March I of each lear, the Govemor shall  subnit ro rhe

I-egislature the Proposed Budget for the State Government for the

ensuing f iscal vear, 
'rhe 

Proposed Budget shail  contain an operarron

budget and a develoF,ment budget, and include pl:rrned expendrrures

tbr ail soulces of firnds. planned operational expenses shall be

presented on a line-item basis. The Govemor shail corLcurrenrr\

submir his rr:commendations ro the Legislature regarding rhe proposeo

Budget (the Governor's budget recommendations are hereir referred

to as the "Recommenced Budget"). The tota.l  Recommendec Budger

firr the yea:: shall not exceed the total of funds estimatr:d to be

available fo:: that yetu. The proposed Budget zurd Recornmendeij

Budget shall each set lbrth the fbllowing informatjon in such rbrm and

1 !

i , '

I J

t \

ti



Chuuk  S ta te  La r ' t

A C l ' N O :  8 - 1 2

l i o  .  8 - 0 5 -  l

detail zrs the Govemor may determine or as the Legislarure mar

require by law: 
''

(a) Planned operational expenditures, including planned sources oi

hrnds, for each departmc.nr and ofllce of the Executr'e bra.ncn.

Lep;islature, rJre judicial branch, each municipal governmenr.

and agencies of the State Government other than agenclcs ur

entities which receive State Government appropnations on a

subsidy, cont.r ibution, or grant basis, and operationai budger

projections fcrr each of the two subsequent fiscal year;

(b) Plarured deveiopment expenditures, rncludrng plann:d sources

of funds, for the ensuing fiscal year and developmr:nt budget

projections for each of the two subsequent fiscal r-earS. ri'ith

details of ali development programs or projects to be funded or

und':rtaken b1, the State Government in the ensurng tiscai r e ar.

relating such programs and projects to specific de,relopment

goals and objectrves set fbrth in chuuk State's port ion oi rhe

Development Plan of the Federated States of Micrrnesia. as

prepared in accordance w'ith the compact ancl appror ed br rhe

Legisiature, and identifying any amendments to the program

and project l ist ings contarned in such plan; and

(c) Planned subsidies, contributions, or gmnts for tht: ensuing

fiscal year and projected subsidies, contributions, or granrs tor

each of the rwo subsequent fiscal years, and such other pubiic

eLnd pnvate enlities as authorized b."- law.

The Governor shall submit along with the proposed Budget and the

Recommencled Budget rhe ibliowtng:

(a) a budget message which shall include such s._rpponing

econr)mic finmcial, statistical, program perlbrmance, rrnd other

\

l e
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inJbrmation, data and recommendations as the Go'ernor mar

detr:rmine are in the pi lbl ic interesr;

(b) proposed legislation ro appropnate funds fbr the Sute

Go,lernment, and the municipal go'errrments. <luring the

ensuing fiscerl year reflecting the amounts contai'ed in the

Recommende,d Budget and including al l  acti ' i tres and ourpurs

to be funded by Compact Sector Granrs;

(c) anticipated revenues and other mone) to be made a',,ai lable ro

the State Go'rernment fiom all sources in the ensr.ring fiscal

1'eal and each of the n^, 'o subsequent f lscal 'ears inciuding. bur

not limited to, taxes. fees, fines, interest income, rev:nue fiom

fishing agre€:ments, Compact financial assistancr:. L, nired

Statr:s Fedeml program assistance. foreign finarciar and

technical assistance, reimbursements, and loans;

(d) the (lhuuk Skrte Government Recommended compact Budget

Request for the ensuing fiscal lear;

(e) statements of the balance of the Generai Fund and any, specral

hrnds of the S;tate Treasun for the f iscal lear last crncluJec.

including the acfual revenue by source, ali appropnations, and

the obligatic ns and expenditures pursuanr to eacn

appropnation;

staterxents of the projected balance of the General .rund m.t

aly ripecial funds of the State Treasury for the fiscel vear rn

progress inclu,Jing al l  appr.opnations, estimated rer,:nues br

source, and anticipated obligations. If the projectec ba.lance

for an,v fi-rnd incrcates a deficit, reconmendations as tc, hori rhe

deficiency is to be met,

actua] revenues receiv'ed to date, by source. rn the i lscri l  rear rn

progrr3ss, and for the same pend in the preceding year:

. t_i

;\

(t)

(g )
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(h) a' analysis of majt-,r rrends over the three vears budqered

regarding fruding sources. spending emphasis, sralf ing ier ers.

and progranr expansions and contractions; and

(r) tbr the Judir: iary Branch. the Legisiature, i ind each depan'cri .

office and agency of the Executive Branch, and each municrpar

government. a plan fbr the ensuing t'iscal 'ear, s'ch pianr-red

acr;o'ollrhtnents to be expressed, if possibre, ur numerrcal

form so thar actuar perfbrmance can be measured against rhe

pleur;

( i t  such other f: inancial inlbnnatron and data as ma\ be necessa^

or desirable in order to make krown in reasrnable anti

prarcticable derai l  the f inancial conditron of rhe Sratc

Government

t51 The Legisiature ma\1, pnor to \{a1,, l5 of each 1,ear, eirher:

(a) by resolution, authorize the Governor ro subrrit to rhc.

Pres ident  o f '  the Federatcd States o1 '  Microrrcs ia rhe chLruk

State Government Recommended compact Budget I(equest rbr

submiss ion to  the Uni ted States under  Arr ic le  \ '  o f  rhc,

Finrurcial Procedures Agreement; or

(b) br, bi l l ,  alter: the chuuk State Go'ernrnenr Recrmmendec

cornpact Budget Request in zury respecl conslstent wrth the

Cornpacr

(6) chuuk State Government Recommended compact Budget Request.

shall  bc the chuuk Smte Govemmeni compact Budget Reqr_.est rbr rne

ensuing fiscal year for purposes of submina] to the FSM prt:sident tbr

submiss ion to  the Uni ted States under  Ar t ic le  \ , ,o f  rhe F isc. .

Procedures Agreement if:

(a) the i-egislature farls to rake action with respect to rhe Chuuk

State Goverruxent Recommended compact Budge: Requesr

pnor  to  May 1, i ;

l r

_ 5
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(b) the LegislanLre, by resorution, authorizes the Gc)\,ernor to

sub:nit the chuuk State Goverrrment Recommendecl compacr

Budget Request to the FSM president and the Unrted Slates; or

ic)  the,Go'ernor 'e toes a b i i l  passed b ' the Legis la ture ro a l rer  rh t ,

Chuuk State Govemment Recommended Compar:t Budget

Request and l-egrslature fai ls to overnde that i .ero prlor ro Junr.

1 ;

(7)  11,  pr ior  tc ,  June l .  a  b i l l  ro  a i ter  the chuuk State cor  ern l renr

Recommenrled compact Budget Request has become law or the

Legislarure has or,en:dden a Go'ernor's veto of such a bi i i .  rhe chuLik

State Government compact Budget Request for submittai under

.{rr icle v ol ' the Fiscal procedures Agreement shail  be in coribrmarce

with the tenns of that law.',

t l r

!al44sgclfuLdeet

) Ilased on all availabl': infbrmation, the Legislature, pnor to adopting

the aL.nual budget bi l l  under secrion 7 of this Act, shall  adopr .r

resolution s,rtting foni the total funds estimated to be available lbr

appropriation from the General Fund and anr speciai funrjs oi rhc

State Treasur,v- dwing the ensuing fiscal year, The Legrslarure ma\

t iom time to t ime adopt resolutions re' ising the amount estimareci r. .

be avarlabie for appropriation based on the most recent rnfornratron

Except as rrra) '  occuJ due to a crownw,ard rer ision of rer enuc

projections, lotal appropriations tbr a fisca.r year shall not e> ceed the

arxount embodied in the resolutron rbfened to rn subsection t l  )  ot rnrs

section. "

Supplemental Appropriat ions and Rescissions

( 1) The 'Govemor shall transmit to Legislature such proposed

suppl,3mental appropriat ions as mav be necessarY oo sccr)Lrrt

of lav"s enactecl aller the transmission of the annual budger ,r

which are otherw'ise in the pubric interest. The Gorernor shair

S e c t r o n

( 1

S c c t i o n  6 .
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accompany such proposals wrth a statement of tf e reasons

therefore. including ih. , .uron, for their omission trom the

ann'al budget. W?renever such proposed supplemental

appropnation *,ould creare a detlcit  {br rhe General Fund or

any specific fund of the State Treasury, the Governor shall so

notiiy the Legislature and make recommendations iu to hou

suctL deficit is to be met.

(2) l 'he Go'ernor f iom time to trme ma\ rarsmit to Legislature

proposed rescissions to cancel budgetary authonty prreviouslr

prorided b1' t ire Legislature. These proposals ma1, be accepted

in vvhole or in part by passage of rescission bi[ br the

Legisiature.

(3) If at any time the amount appropriated for a given fiscal'ear

exceeds the arnount of total funds estimated to be avz.ilabie tbr

such yeal due to a downward adjustment in revenue

pro. lect ions,  Lhe Governor  shal l  t ransmi t  ro  Legis la ture;

proposed rescission bi i l .

Section 7. Appropriat ions by the Legislature

(1) The Legislature, after receipt of the proposed budget from rhe

Govr:mor and no later than Seprember 30 of each rc.ar, shall .

bv ac:t, adopt the annual budget of the State Goverrrm()nt oi'the

ensuing f iscal year. Legislarure ma1' elecr to rnit ial l i  or

permanently' e;<clude, from tire annua.l budget act. th€t portron

of the budget prroposed to be f irnded by compact sect()r. In no

event shall the budget adopted or any amendment; therero

provide funding for the personnei. contractual ser, ices. Jr

travel expenses of any branch or agenc),' of tire Stare

Government in m amount greater than 110 percert oi rhe

aggrcgate fundlng appropnated for such branch or agency for

i t r
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surlh categories in the initial budget act of the inmedrarell

preceding f isca i  rear . ' .^ .ap,  where hmding in  exct :ss of  ,u .h

limit shall be deemed essential by the Lesislature on the face

of the approprnating legislatton.

(2) That portion of the budget submission rhat is to be funded br

locrl l  revenue,s ma) be altered by Legrslature in tutv lespecr.

(3) Compact Fturds to be received and expended purslumt to the

JEIICO-approved Compact sector grant al locatrc n for the

Sta:re Government shall be appropriated by alr of the

LeE;islature n' i thrn tbrtr-f ire i15) days of the rerxl of rhe

Cornpact sector grant allocation fiom JEMCO or by September

30. The appropriat ion legislat ion covenng Compact funds

sha"Ll complv with the terms of the Compact and the Frscal

Procedures A.greement w.rth respect to the receipt of 'Compae r

seclor funds, shall allow for reprogramming of furds to rhc

extent permined under the Compact and mav recurre. ds r

condition to such reprogrtuTlming, prior notice to Legislature.

(4) The budget aiteratron authoriry' of the Legislaturr: shail be

exer;uted by means of appropriations legislation.

.{ppropnations or aurhorizations for the erpendinu: or '  r 'ur.r:

shall be made by law, except as provided rn section 9 of this

Act

(5) The Legislatr-re may resrnct by law the expendirurr: of hrnds

for a specif ic purpose."

Section 8, Requests tolhlFSlv[ Government and the United States Goverrurienr.

Ihe Govemrtr shall  consult with the Legislature in the tbrmulation and submission oi 'al i

requests macle to the FSM National Government and the United States Government for

addrtional a-ssistance, services, and programs pursuant to the compact.

I O
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Section 9. Continuing Resolution. In the event a budget has not become law,

prior to thi: beginning of a fiscal year, rhe head of each branch of Gor,'ernmtnr ano rne

head of each agency establisrhed by lerw may continue to expend funds fioni prolected

iocai rerenues lbr State Gove,rnment operations expenses after the beginning c,i the i lscal

\ ear upon the adoption b,v Le gislature of a continuing resolution. Such expenditures shali

b'c rn accordance with appropriation:; lau,s appropriatrng funds ibr the irnmedrarc.ly

prcceding fiscal year. A con'tinuing rersolution of the Legislature whrch wou|l authonze

the erpendirure of Compact f inancial zu;sistance is hereby made condit ional on such funds

bernP aveulable to the State (iovernment as of the beginning of the relevant t,rscal year.

crtner pursi lant to a continuing resolr-rt ion adopted by'the United States CLngress or

pursuanr to appropriation acts of the United States congress.

Section 10. Emerqenc.v Accounl In the e.,ent of a major natural disaster or orher

emergencv threatening the lives or safery of resident citizens of the State of Chuuk

i-cLiulnng tmmediate Gorernmenta.l  action, an cmcrgenc)'account shall  be estiLbl ishei- l  rn

the Department of'Admjnistrrtive Services. All Governmental expenses relat:d to such

cnleruencV shali  be charged to such account. The Governor is hereb), autronzed lg

rcprograrx up to $200.000 of the funds appropriated flom loca.l revenues or other funds

n.-'i Jedicated to specific purposes under the Compact or other agreements r.r'irh foreign

gt)\crrurlent:l to such account. The Governor shall present funding requeits to thc

i cgrslature to co\er emergenc./ expendi.:ures.

Sectron i1. Accountatr i l i tv. Within 30 davs of the completion of each quarter ot

eacn t lscal rear. the Judrciary',  each deparunent of rhe Executi le Branch and ea:h agenc\

ol the State Government, each municipal government, shall nansmit to the Legislature

'urJ lL) the Goremor a report on its activit ies during the quarrer just completed, i .rcludrng

(a) a comparisc,n of its acnral accomplishments for the quarter, and the

)'ear to date, with the planned accomplishments set tbrth irL the plan

descnbed in section 4ri1) of thrs Act; and

ib,) a descnption of anv factors that mav have caused actual performance

to var)'trom the plan."

5
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section 12. Repeal. chuuk State Law,No. 5-45, as amended. is her-ebv rer^-ale.. i

l n  l t s  en l l r e  t \  .

Section 13. Ef; leg1ir,e Date. Thrs act sha]r become law

(io'ernor oithe Stare oi-cl-ruuk. or upon its becomrng lar,, *rthout

upon aplroral  br the

such appr r r  a l .

L l tes ted

s;
S enate
C'huuk State

.{tresrec

hie l 'C le ' rk

sl  aturc
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