MRA

―Developing Captive Infrastructure

Forecasting to Establish Six Companies this Year
(Hoken Mainichi Shimbun dated June 23, 2010)
Captive Infrastructure in the Federated States of Micronesia has been improved in past six months after
the efforts of Micronesia Registration Advisors Inc. (MRA). New style captives, which enable captives to
incorporate with a smaller amount of capital, were approved by the FSM law. In addition, the corporate
income tax act allows Major Corporations to pay tax in the functional currency. In the regular session of
the Congress, the bill to apply corporate tax of 21% was passed, which corresponds to the Anti Tax Haven
rate of Japan, and it was confirmed that this tax rate (21%) will apply to companies’ operation from April
1, 2010. Two captive managers, which are important factors of infrastructure, have been established, and
the third one is about to be licensed soon. As the number of captive applications increases, MRA forecasts
that six captives will be established this year.
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Last year, one captive was established, and in March this year, the second captive was established. “Five
to six captives, which are located in domiciles such as Singapore, Hawaii and Bermuda, are in process to
transfer or incorporate in the FSM, and MRA is expecting six companies to be established within this
year “according to President Mr. Steven K. Baker. Captive infrastructure has been developed during the
last six months, and this is an essential element for the establishment and management of captives.
The FSM corporate income tax act was signed into law on December 10, 2009 and it allows companies to
use functional currency, which is yen for Japanese companies, from their financial management of tax
payments. That means there is no exchange risk for captives in the FSM. According to MRA, Secretary of
Finance and Administration opened a yen account for tax payment in February, 2010.
Additionally, Multiple Corporate Captive (MCC) Class 3 was signed into law on December 11, 2009.
Aon Insurance Managers Inc, which is a big captive manager, and Micronesia Insurance Management Co,
Ltd. have been licensed. On June 7, 2010, Marsh Japan, Inc. was also licensed, so now there are three
captive managers in the FSM.
Communications and travel have also improved. High-speed internet was installed in April, 2010, which
is a necessity for internet. “Extension of the runway at Pohnpei International Airport in the capital is in
progress. The construction will be completed in February, 2011, and a direct flight will fly from Japan on
April 25, 2011” according to Mr. Baker. Mr. Ieske Iehsi, former chief of staff of the FSM President Office,
joined MRA as a senior executive on March 1, 2010. “We aim to make a better system which provides
smooth applications for captives” according to Mr. Iehsi. MRA also hired a Japanese staff stationed in
Pohnpei to make better arrangements for Japanese clients. “We have made efforts to make the FSM an
attractive domicile in terms of communication support in Japanese language, low management cost of
captives, 21% corporate tax, and short distance from Japan. While other domiciles have a hundred
companies, the FSM competes on quality. We would like to target high-quality clients and establish about
five companies in one year” Mr. Baker stated.
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