TENTH CONCGRESS OF THE FEDERATED STATES OF M CRONESI A

FI RST REGULAR SESSI ON, 1997 CONGRESSI ONAL BILL NO 10-78, C. D.1,
C.D2 CD3, CD4
PUBLI C LAWNO. 10-072

AN ACT
To establish Caroline Islands Air, a public corporation, under the | aws
of the Federated States of Mcronesia, to operate, maintain and
adm nister an inter-island air service within the nation, and for other
pur poses.
BE | T ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF M CRONESI A:

Section 1. Est abl i shnent of Corporation. Caroline Islands

Air, Incorporated, hereinafter referred to as the "the
Corporation", is hereby established as a public corporation under
the laws of the Federated States of Mcronesia. It is the intent
of Congress that the Corporation shall be subject to annua
financial review, as set forth in section 23 of this act, and
that, at the earliest practical opportunity, and follow ng a
resol ution of Congress calling for the sanme, the Nationa
Governnent shal |l dissolve the Corporation, and a new, non-
governnental corporation, in which shares shall be offered for
sale to the general public, shall thereupon be established, which
corporation shall continue to provide the air transportation
services previously provided by the Corporation.

Section 2. Powers and responsibilities of the Corporation.

The Corporation has the follow ng powers and responsibilities:

(1) to provide air transportation services throughout
t he Nation;

(2) to contract with donmestic and foreign persons and
corporations for the provisions of aircraft and services;

(3) to operate donestic air transportati on services;

(4) to train citizens in professions related to
aeronautics;

(5) to act as a "Freely Associated State Air Carrier”
wi thin the neaning of the Federal Program and Services Agreenent
concl uded pursuant to the Conpact of Free Association;

(6) to engage in support activities; including, but not
limted to, freight termnal and delivery activities and
passenger services; and
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(7) to enter into joint ventures wth other
entities in order to effectuate its operations.

Section 3. Legal capacity of the Corporation. I n

perform ng the functions authorized by this chapter or other |aw
of the Federated States of M cronesia, the Corporation shall have
the capacity to exercise all powers nornally exercised by a
corporation, including, but not limted to, the foll ow ng:

(1) to adopt, alter, and use a corporate seal

(2) to adopt and anmend byl aws governing the conduct of
its business and the exercise of its powers;

(3) to sue and be sued in its corporate nane;

(4) to acquire, in any |awful manner, real, personal,
or m xed property, either tangible or intangible; to hold,
mai ntai n, use, and operate such property; and to sell, |ease, or
ot herwi se di spose of such property, PROVIDED, that the
Corporation shall operate aircraft owned by the National
Governnent only according to the terns of a valid and binding
| ease agreenent;

(5) to acquire and take over in any |awful manner the
busi ness, property, assets, and liabilities of any entity;

(6) to borrow or raise any sumor suns of noney and to
I ssue corporate bonds on such security and upon such ternms as nmay
fromtinme to tine be deened necessary for the expansion and

| mprovenent of air transportation services;
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(7) to retain and termnate the services of enployees,
agents, attorneys, auditors, and independent contractors upon
such terns and conditions as it may deem appropriate and;

(8) to do all such other things as may be deened
i ncidental to or conducive to the attai nment of the
responsibilities of the Corporation.

Section 4. Debts and obligations of the Corporation.

Unl ess ot herw se provided by | aw, the debts and obligations of
the Corporation shall not be debts or obligations of the
Governnment of the Federated States of M cronesia, nor shall the
Governnment of the Federated States of M cronesia be responsible
for any debts or obligations.

Section 5. Board of Directors - Establishnent. The affairs

of the Corporation shall initially be nanaged, and its corporate
powers exercised by a Board of Directors for its Pohnpe
operations, hereinafter referred as the "Board".

Section 6. Board of Directors - Conposition.

(1) The Board shall initially be conmposed of five

menbers specified in this act, as follows:

(a) The Secretary of the National Governnent
Department of Transportation and Conmuni cation, or his designee;

(b) The General Manager for the Pohnpei Port
Aut hority, or his designee;

(c) The Chief Magistrate Representative,
Mwoaki | | oa;
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(d) The Chief Magistrate Representative, Pingelap;
(e) An enployee representative selected fromthe
regular, full-tinme enployees of Caroline Islands Air.

(2) The Board shall add the follow ng two additiona
menbers, for a total of seven, upon the airstrips in their
respective districts becom ng operational:

(a) The Chief Magistrate Representative,
Sapwuahf i k;

(b) The Chief Magistrate Representative,
Kapi ngamar angi ;

(3) Subsequent nenbers of the Board shall be appointed
by the President upon the expiration of the termof an incunbent
menber, or upon the renoval of a nenber of the Board under the
provi sions of section 10 of this act.

Section 7. Board of Directors - Orqgani zati onal neeti ng.

(1) Wthin thirty days of the date this act becones
| aw, and annually thereafter on such dates as are set by the
Board, the Board shall neet to select its officers and to conduct
such other business as it shall deem advi sabl e.

(2) At the first such neeting, the appointed nenbers of
the Board shall determ ne by random sel ection the |ength of their
initial terns, with three nenbers serving initial terns of one
year, and two serving initial terns of two years.

Section 8. Board of Directors - Terns of office. Terns of

office shall be for a period of three years, except that the
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initial terns of office and the filling of vacancies shall be as
provided by this act. The terns of office shall comence on the
date of the organizational neeting of the Pohnpei Board.

Section 9. Board of Directors - Vacanci es.

(1) Each vacancy on the Pohnpei Board shall be filled
for the unexpired portion of the termin the manner set forth in
subsection (2) of section 6 of this act. Upon determ nation that

a vacancy exists, the chairman or, in his absence, the presiding

officer of the Board shall issue a notice of vacancy to al
menbers of the Board and the parties responsible for filling the
vacancy.

(2) Any vacancy occasioned by failure to nmake an
appoi ntment prior to the expiration of the previous term or by
failure to make an appointnent within sixty days of receipt of
notice that a vacancy exists, shall be filled by appoi ntment by
t he Speaker of the Congress, subject to the advice and consent of
Congress, or an authorized conmttee thereof. An appointee of
the President or the Governor shall be entitled to consideration
I f such appointnment is made prior to that of the Speaker.

Section 10. Board of Directors - Renpval.

(1) Menbers of the Board may be renoved fromthe Board
for failure to attend three consecutive neetings of the Board.
(2) A nenber may be renoved by a majority vote of al
ot her nmenbers of the Board for neglect of duty or nal feasance in

office. Notification of intent to call for renoval pursuant to
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this subsection shall be nmade at |least thirty days in advance, by
means whi ch shall be described in the bylaws of the Corporation,
and shall include a summary of the basis of the charges agai nst
t he menber and identification of the wtness to be called and
evi dence to be used.
(3) The Suprene Court of the Federated States of
M cronesi a shall have jurisdiction to hear clains of
wr ongf ul renoval

Section 11. Board of Directors - Oficers. The Board shal

el ect fromanong its nenbers a chairman, vice chairman, and
secretary-treasurer. The chairman shall ordinarily preside at
Board neetings. 1In his absence the vice chairman shall preside.
The byl aws shall provide for determ nation of the presiding
officer in the absence of these officers.

Section 12. Board of Directors - Reqular neetings. Regular

nmeetings shall be held not |ess than once per cal endar quarter,
at such tinmes and place or places as shall be determned in the
byl aws.

Section 13. Board of Directors - Special neetings. Special

nmeetings shall be called by the chairman on his own initiative,
or by petition of two of the menbers, pursuant to notice as shal
be provided by the byl aws.

Section 14. Board of Directors - Quorum A quorum of al

regul ar business of the Board shall be four voting nenbers.
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Secti on 15. Board of Directors - Executive committee -

Establi shnent; Meetings. There shall be an executive commttee

of the Board conposed of the chairman, vice chairman, and
secretary-treasurer, or their individually designated substitutes
chosen from anong the nenbership of the Board. The executive
commttee shall neet with the chief executive officer at |east
once per cal endar quarter at such tines and places as shall be
determ ned by the byl aws.

Secti on 16. Board of Directors - Executive committee -

Powers. The executive comrttee shall be enpowered to conduct

al | business of the Board, except that the executive committee
shall not have the authority to termnate the services of the
chief executive officer, to retain the services of a new chief
executive officer, to alter the senior |evels of the

adm ni strative structure of the Corporation, to approve the
budget of the Corporation, or to increase the indebtedness of the
Cor poration beyond such limts as are provided in the byl aws,

wi t hout the concurrence of the Board.

Section 17. Board of Directors - Record of neetings. The

secretary-treasurer, or in his absence another nenber designated
by the bylaws, shall keep full and accurate m nutes of al
meeti ngs.

Section 18. Board of Directors - Conpensation of directors.

Directors who are enpl oyees or officials of the National

Governnent, a State government, a nunicipal governnent, or of a
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public or quasi-public agency or corporation shall receive no
addi ti onal conpensation for their service as nenbers of the
Board. The conpensation of menbers who are not such enpl oyees or
officials shall be determ ned by the Board. Al nenbers of the
Board shall be entitled to conpensation for travel and per diem
at established Federated States of M cronesia Governnment rates
when serving the Corporation.

Section 109. Managenent. There shall be a chief executive

of ficer of the Corporation, whose conpensation, title, and term
of office shall be determ ned by the Board. The chief executive
of ficer shall be responsible for the managenent of the operations
of the Corporation, and shall, in accordance with the policies
established by the Board, retain, direct, and term nate the
services of enployees. Subject to the Board's approval, in the
event that the chief executive officer is not a citizen of the
Federated States of M cronesia, the chief executive officer shal
select and train a citizen of the Federated States of M cronesia
to take over the responsibilities of the chief executive officer
as soon as feasible.

Section 20. Budget and fi nance officer. The chief

executive officer shall appoint, with the concurrence of the
Board, a budget and finance officer, for such termas shall be
provided in the bylaws of the Corporation. The budget and

finance officer shall serve at all tinmes under the direct
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supervi sion of the chief executive officer, and shall have the
foll owi ng duti es:

(1) To establish and maintain an account to be used
strictly for expenses arising directly fromthe use, operation
and mai ntenance of aircraft owned by the corporation, such as
i nsurance, fuel, parts, |anding and handling fees, rental for
hangar space, pilots', nechanics' and ground crews' salaries and
benefits, and into which shall be deposited

(a) all revenues derived fromfares, freight, mai
carriage, and other charges received by the corporation in
connection with providing air transportation services; and

(b) any and all appropriations fromthe General Fund of
t he Federated States of M cronesi a;

(2) To receive and disburse all funds of the Corporation;
and

(3) As the Board may require, execute, at the expense of the
Cor poration, a good and sufficient bond with sureties authorized
to do business in the Federated States of M cronesi a.

Section 21. Budget preparation. The budget and finance

of ficer shall prepare in advance of each fiscal year, under the
supervi sion of the chief executive officer, an annual budget for

t he Corporation, taking into consideration anticipated capital and
oper ati onal expenditures and anticipated revenues. The
Corporation shall use the same fiscal cal endar as that of the

Governnment of the Federated States of Mcronesia. The budget
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shal | indicate the operational, capital, and mai ntenance
requi renents of the Corporation that will be nmet with the
antici pated revenues of the Corporation, and such essentia
requi renents as cannot be nmet without increase in the rate of
revenues or outside financial assistance.

Section 22. Suppl enental budget requests. To the extent

that the Corporation deens it necessary and advi sable, the
Corporation is authorized to seek appropriations fromthe Congress
of the Federated States of Mcronesia, and, to the extent approved
by the President of the Federated States of Mcronesia, grants
from sources outside of the Federated States of M cronesia, of
such funds as are necessary to supplenent revenues to provide for
t he operations, maintenance, and expansion of the air
transportati on system of the Corporation.

Section 23. Accounts and records.

(1) The Board and the chief executive officer shall be
jointly responsible to ensure that the budget and finance officer
est abl i shes and maintains a conplete set of accounting records
consistent with generally accepted accounting principles
pertinent to the nature of the Corporation and its operations.

(2) The Board, not later than ninety days after the
cl ose of each governnmental fiscal year, shall submt to the
Presi dent and the Congress a conplete report, including financial
statenents, prepared in accordance with generally accepted

accounting principles and standards, showing the activities of
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the Corporation during the fiscal year, the present condition of
the Corporation, and such other matters as the Board shall deem
appropriate. Financial statenments shall include at |east a

bal ance sheet, incone statenent, statenent of changes in
financial position, and statenent of changes in capital.

(3) The financial statenments of the Corporation shal
be audited no | ess frequently than annually by either the Public
Auditor or a certified public accountant selected by the Board of
Directors.

Section 24. This act shall becone | aw upon approval by the
Presi dent of the Federated States of M cronesia or upon its

becom ng | aw wi t hout such approval.

, 1997

LAW W OUT S| GNATURE
12/ 27/ 97 Jacob Nena
Pr esi dent
Federated States of M cronesia
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