TENTH CONGRESS OF THE FEDERATED STATES OF M CRONESI A

FOURTH SPECI AL SESSI ON, 1999 CONGRESSI ONAL BI LL NO. 10-367, C.D. 1
PUBLI C LAW NO. 10-149

AN ACT

To further anmend title 54 of the Code of the Federated States of

M cronesi a, as anended, by further amending section 112 thereof, as anended
by Public Laws Nos. 7-41 and 10-93, and by further amendi ng section 222

t hereof, as enacted by Public Law No. 9-139 and anmended by Public Laws Nos.
10-10 and 10-136, for the purpose of exenpting certain itens and activities
fromtaxation, and for other purposes.

BE I T ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF M CRONESI A:
Section 1. Section 112 of title 54 of the Code of the Federated
States of Mcronesia, as anended by Public Laws Nos. 7-41 and 10-93, is
hereby further anended to read as foll ows:

"Section 112. Definitions. Wuerever used in this chapter,

unl ess the subject matter, context, or sense otherw se
requires:

(1) 'Business' neans any profession, trade, manufacture, or
ot her undertaking carried on for pecuniary profit and
includes all activities whether personal, professional, or
i ncorporated, carried on within the Federated States of
M cronesia for econom c benefit either direct or indirect,
and excl udes casual sales, as determ ned by the Secretary;
however, one who qualifies as an enpl oyee under this section
shall not be considered as a business. Copra production by
uni ncor porated copra producers collectively or severally
shal |l not be included as a business under this definition.

(2) "Commercial aircraft' nmeans any aircraft capable of and
I ntended for use in commercial aviation.

(3) ' Enployee' neans any individual who, under the usua
conmon | aw rul es applicable in determ ning the enpl oyer-
enpl oyee rel ati onship, has the status of an enpl oyee.

(4) 'Enployer' includes any individual, corporation
associ ation, joint stock conpany, bank, insurance conpany,
credit union, cooperative, or other equity or group enploying
any person, and al so includes the Federated States of

M cronesia, State and | ocal governnments, and their agencies,

CBL 10-413



CONGRESSI ONAL BI LL NO. 10-367, C.D. 1
PUBLI C LAW NO. 10-149

charged with the disbursenent of public noneys as salaries or
wages. ' Enployer' also includes the United States CGovernnent
and instrunmentalities thereof.

(5) 'Gross revenue' neans the gross receipts, cash or
accrued, of the taxpayer received as conpensation for
personal services not in the formof salaries or wages as
defined in subsection (11) of this section, and the gross
recei pts of the taxpayer derived fromtrade, business,
commerce, or sales and the val ue proceedi ng or accruing from
the sal e of tangi ble personal property, or services, or both,
and all receipts, actual or accrued by reason of the capital
of the business engaged in, including interest, rentals,
royalties, fees, or other enolunments however designated and
wi t hout any deductions on account of the cost of property
sold, the cost of materials used, |abor cost, taxes,
royalties, or interest paid or any other expenses whatsoever.
G oss revenue shall not include the follow ng:

(a) refunds and rebates;

(b) noneys held in a fiduciary capacity;

(c) incone in the formof wages and sal aries which are
t axed under other provisions of this chapter;

(d) sale paynments received for the sale of a

commercial aircraft, to the extent that such sale paynents in
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any quarter shall equal the rental paynents nade to the buyer
by the seller of such aircraft for its rental by the seller;

(e) rental paynents received for the rental of a
commercial aircraft, to the extent that such rental paynents
in any quarter shall equal the sale paynments made to the
| essor by the | essee of such aircraft for its purchase by the
| essor;

(f) cash discounts allowed and taken on sales, the
proceeds of sale of goods, wares, or nerchandi se returned by
custoners when the sale price is refunded either in cash or
by credit; or the sale price of any article accepted as part
of paynent of any new article sold, if the full sale price of
a new article is included in 'gross revenue';

(g) gross revenue received by an international
organi zation, foreign contractor, or other foreign entity
paid fromforeign aid proceeds donated to the Federated
States of Mcronesia pursuant to a foreign aid agreenent
entered into by the Federated States of Mcronesia, the terns
of which require that such gross revenue shall not be subject
to taxation by the Government of the Federated States of
M cronesi a;

(h) gross revenue derived solely fromthe export sales

of tangi bl e personal property produced or manufactured in the
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Federated States of Mcronesia and delivered to a buyer
out side the Federated States of M cronesia; or

(i) gross revenue derived solely fromindustria
processi ng of goods in the Federated States of M cronesia
whi ch are subsequently exported from and not used in, the
Federated States of M cronesia.

(6) '"Mlitary or Naval Forces of the United States' and
"Armed Forces of the United States' neans all regular and
reserve conponents of the uniformed services which are
subject to the jurisdiction of the Secretary of the Arny,
Navy, or Air Force, and also includes the Coast Cuard.

(7) 'Month' means cal endar nonth.

(8) 'Purchase paynents' neans paynents on the actua
selling price, including any interest, carrying charges, or
ot her charges associated with a sale. As used herein, the
word 'sale' inplies a transfer of ownership of that which is
sold, in exchange for the purchase paynents or prom se
t her eof .

(9) 'Rental paynents' neans any paynents nmade in exchange
for use or rental, and includes interest, carrying charges,
or other charges associated with use or rental.

(10) 'Secretary' neans the Secretary of the Departnent of

Fi nance.
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(11) 'Wages' or 'Salaries' nmeans and includes comm ssions,
fees, conpensation, enolunents, bonuses, and every and al
ot her kinds of conpensation paid for, or credited or
attributable to, personal services perfornmed by an

i ndi vi dual, which services have been performed by such person
as an enpl oyee. Wages and salaries shall not include the
fol | ow ng:

(a) wages and salaries received fromthe United States
by menbers of the MIlitary or Naval Forces of the United
States or the Arned Forces of the United States;

(b) reasonable per diemand travel allowances to the
extent that they do not exceed any conparabl e Federat ed
States of M cronesia Governnent rates;

(c) rental value of a honme furnished to any enpl oyee
or a reasonable rental allowance paid to any enpl oyee (to the
extent such allowance is used by the enployee to rent or
provi de a hone);

(d) any paynment on account of sickness or accident
di sability, or any paynment of nedical or hospitalization
expenses, made by an enpl oyer to or on behal f of an enpl oyee;
provi ded, however, that normal wages or salaries paid to an
enpl oyee for a period of tine during which he is excused from
wor k because of sickness shall not be excluded from wages and

sal ari es under this subsection;
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(e) any paynent nmade to or on behalf of an enpl oyee or
to his beneficiary froma trust or annuity;

(f) remuneration paid in any nedium other than cash to
an enpl oyee for service not in the ordinary course of the
enpl oyer's trade or business or for donestic service in a
private honme of an enpl oyer

(g) renuneration paid for casual or intermttent |abor
not performed in the ordinary course of the enployer's trade
or business and for not nore than one week in each cal endar
nont h;

(h) any payment in the formof a schol arship,
fell owship, or stipend nade to any enployee while he is a
full-time, bona fide student at an educational institution;

(i) wages and salaries received by a mnister of the
gospel or clergyman froma religious group or organization;

(j) wages and sal aries received by an enpl oyee for
services perfornmed or rendered in the capacity of a donestic
or househol d enpl oyee for a private individual or famly;

(k) wages and sal aries received by an enpl oyee, who is
not a citizen of the Federated States of Mcronesia, while
enpl oyed by an international organization, foreign
contractor, or other foreign entity perform ng services or
ot herw se conducting business in furtherance of a foreign aid

agreenment entered into by the Federated States of M cronesia,
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the ternms of which require that such wages and sal ari es shal
not be subject to taxation by the Governnent of the Federated
States of Mcronesia; or

(1) the foreign service prem um authorized by section
163 of title 52 of the Code of the Federated States of
M cronesi a.

(12) 'Year' means cal endar year."

Section 2. Section 222 of title 54 of the Code of the Federated

States of Mcronesia, as enacted by Public Law No. 9-139 and anended by

Public Laws Nos. 10-10 and 10-136, is hereby further anmended to read as

foll ows:

"Section 222. Exenpti ons.

(1) Danmmged, pillaged or faulty goods. Upon receipt of a

witten request within 28 days of the goods’ release from
Custons control, the Secretary may authorize a refund of the
whol e or part of the duty paid, where any of the follow ng
condi tions exist:

(a) Goods have been damaged, pillaged, |ost or
destroyed during the voyage;

(b) Goods have, while subject to the control of
Custons, been danaged, pillaged, |ost or destroyed; or

(c) The Conmi ssioner is satisfied that, owng to a

fault or defect in any goods, the inporter has received a
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reduction or a refund, in whole or part, of the price paid
for the goods.

(2) Inported goods subsequently exported.

(a) Upon application to and approval by the Secretary,
i mport duty paid on the follow ng goods shall be refunded:

(i) goods inported for processing in the FSM not
ot herw se used in the FSM and subsequently exported fromthe
FSM  For purposes of this subsection, raw materials or
i ngredi ents which are worked into or otherw se becone part of
a different or nore finished product are deened exported when
that product is exported; and

(ii) goods inported for transshipnment through the

FSM not used in the FSM and stored while in the FSMin a
bonded war ehouse pursuant to policies or regulations
promul gated by the Secretary. This transshipnent exenption
shall not apply to tobacco products, alcoholic beverages, or
ot her goods which the Secretary has specified by policy or
regul ation are to be excluded fromthe benefit of this
exenption due to the risk of tax avoi dance or other custons
viol ati ons.

(b) Goods are eligible for the duty refund when they
have been | oaded on an aircraft or vessel for direct renoval
fromthe FSM and that aircraft or vessel has departed from

the port. After they have been so | oaded, the goods shal
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again be subject to inport duty if they are unl oaded or used
in the FSM Wth respect to inporters primarily engaged in
i mporting for processing and subsequent export and with
respect to goods held in a bonded warehouse, the Secretary
may provide by policy or regulation for waiving, rather than
col l ecting and subsequently refunding, duties on inports to
be subsequently exported.

(3) Per trip abroad. Each tinme an individual person enters

or returns to the FSMfroma foreign jurisdiction, he or she
is entitled to bring into the FSMthe fol |l ow ng goods, duty-
free, provided that such goods are for that person’s own
personal use or consunption and not for resale or exchange,
and provided further that such person is permtted by
applicable State |l aw to possess, use, and consune such goods:

(a) up to 200 cigarettes;

(b) up to one pound of tobacco or twenty cigars;

(c) up to 52 fluid ounces or 1500 mlliliters of
di stilled al coholic beverages; and

(d) up to two hundred dollars ($200) worth of goods
ot her than tobacco products, beer and nalt beverages,
distilled al coholic beverages, and w ne.

(4) Visitors' personal effects. A visitor to the FSM may

i nport bona fide personal effects into the FSM duty-free,

provi ded the goods are for the visitor’s own personal use and
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will be taken with the visitor when he or she | eaves the
country.

(5) Returning goods. Goods produced or properly entered in

the FSM whi ch are subsequently renoved fromthe FSM nmay be
returned to the FSM duty-free. The burden shall be on the
owner of the goods to establish that the goods were either
produced in the FSM or previously and properly entered.

(6) Foreign aid projects. An international organization,

foreign contractor, or other foreign entity may inport goods
into the FSM duty-free in connection with the performance of
services or other conduct of business in furtherance of a
foreign aid agreenent entered into by the FSM the terns of
whi ch require that such inport shall not be subject to
taxation by the FSM provided that if and when such goods are
subsequently sold in the FSM inport duty shall be due based
on the sale amount. The duty, together with penalties and
interest, shall be the joint and several personal liability
of the inporter and the purchaser and shall be secured by
first liens on the goods and on the inporter’s property as
her ei nafter provi ded.

(7) Personal Gfts. Goods clained as gifts, valued at one

hundred doll ars ($100) or |ess, and received by persons
within the FSM from sources outside the FSM shall not be

subject to inport duty provided the goods are for the
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reci pient’s own personal use or consunption and not for
resal e or exchange. There shall be a rebuttable presunption
t hat goods received fromoutside the FSM are not gifts.
(8) Fishing vessels basing in the Federated States of
M cronesia under a valid permt or |icense issued pursuant to
title 24 of the Code of the Federated States of M cronesia
shall not be subject to the inport duty on either the vesse
or equi pnent installed in the vessel."
Section 3. This act shall becone | aw upon approval by the
President of the Federated States of M cronesia or upon its becom ng

| aw wi t hout such approval .

, 1999

Jacob Nena
Pr esi dent
Federated States of M cronesia
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