TENTH CONCGRESS OF THE FEDERATED STATES OF M CRONESI A

FI RST REGULAR SESSI ON, 1997 CONGRESSI ONAL BI LL NO. 10-29
PUBLI C LAW NO. 10-93

AN ACT
To further anmend title 54 of the Code of the Federated States of
M cronesi a, as anended, by further anmending section 112, as anmended by
Public Law No. 7-41, for the purpose of exenpting export sales of
donmestic products fromthe gross revenue tax, 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 M cronesia, as anended by Public Law
No. 7-41, is hereby further amended to read as foll ows:

"Section 112. Definitions. Wherever used in this

chapter, unless the subject matter, context, or sense otherw se
requires.

(1) 'Business' neans any profession, trade,
manuf acture, or other 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 determned by the Secretary; however,
one who qualifies as an enpl oyee under this section shall not be
consi dered as a business. Copra production by unincorporated
copra producers collectively or severally shall not be included
as a business under this definition.

(2) '"Commercial aircraft' nmeans any aircraft

capabl e of and intended for use in comercial aviation.

(3) 'Enployee' neans any individual who, under

t he usual common | aw rul es applicable in determning
t he enpl oyer-enpl oyee rel ati onship, has the status of
an enpl oyee.

(4) 'Enployer' includes any individual,
corporation, association, joint stock conmpany, bank, insurance
conpany, credit union, cooperative, or other equity or group
enpl oyi ng any person, and al so includes the Federated States of
M cronesia, State and | ocal governnents, and their agencies,

charged with the disbursenent of public noneys as sal aries or

of 8



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 form of
sal aries or wages as defined in subsection (11) of this
section, and the gross receipts of the taxpayer derived
fromtrade, business, comerce, or sales and the val ue
proceedi ng or accruing fromthe sale of tangible
personal property, or services, or both, and al
recei pts, actual or accrued by reason of the capital of
t he busi ness engaged in, including interest, rentals,
royalties, fees, or other enolunents 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 what soever. &G oss revenue shall not include
the foll ow ng:

(a) refunds and rebates;

(b) noneys held in a fiduciary capacity;

(c) incone in the formof wages and sal ari es
whi ch are taxed 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 any quarter shall equal the rental paynents
made to the buyer by the seller of such aircraft for
its rental by seller;

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

(f) cash discounts allowed and taken on
sal es, the proceeds of sale of goods, wares, or

mer chandi se returned by custoners when the sale price
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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'; or

(g) gross revenue received by an
i nternational organization, foreign contractor, or
other foreign entity paid fromforeign aid proceeds
donated to the Federated States of M cronesia 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 Governnent of the Federated States of
M cronesi a; or

(h) gross revenue derived solely fromthe
export sal es of tangible personal property produced or
manufactured in the Federated States of M cronesia and
delivered to a buyer outside the Federated States of
M cronesi a.

(6) "Mlitary or Naval Forces of the United
States' and 'Arned Forces of the United States' neans
all regular and reserve conponents of the uniforned
services which are subject to the jurisdiction of the
Secretary of the Arny, Navy, or Air Force, and al so
i ncludes the Coast Guard.

(7) "Month' neans cal endar nonth.

(8) 'Purchase paynents' neans paynents on the
actual selling price, including any interest, carrying
charges, or other 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
pur chase paynents or prom se thereof.

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

or rental.
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(10) 'Secretary' neans the Secretary of the
Depart ment of Fi nance.

(11) '"Wages' or 'Salaries' nmeans and includes
conmi ssions, fees, conpensation, enolunents, bonuses,
and every and all other kinds of conpensation paid for,
credited, or attributable to personal services
performed by an individual, which services have been
performed by such person as an enpl oyee. Wages and
sal aries shall not include the follow ng:

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

(b) reasonable per diemand trave
al l omances to the extent that they do not exceed any
conpar abl e Federated States of M cronesia Gover nnment
rates;

(c) rental value of a hone furnished to any
enpl oyee or a reasonable rental allowance paid to any
enpl oyee (to the extent such all owance is used by the
enpl oyee to rent or provide a hone);

(d) any paynent on account of sickness or
accident disability, or any paynment of nedical or
hospi talization expenses, nmade by an enployer to or on
behal f of an enpl oyee; provi ded, however, that nornma
wages or salaries paid to an enployee for a period of
time during which he is excused fromwork because of
si ckness shall not be excluded from wages and sal ari es
under this subsection

(e) any paynent nmade to or on behalf of an
enpl oyee or to his beneficiary froma trust or annuity;

(f) renuneration paid in any nedi um ot her
than cash to an enpl oyee for service not in the
ordi nary course of the enployer's trade or business or

for donestic service in a private hone of an enpl oyer
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(g) renuneration paid for casual or
intermttent |abor not perfornmed in the ordinary course
of the enployer's trade or business and for not nore
t han one week in each cal endar nonth;

(h) any paynment in the formof a
schol arship, fellowship, or stipend made to any
enpl oyee while he is a full-time, bona fide student at
an educational institution;

(i) wages and sal aries received by a
m ni ster of the gospel or clergyman froma religious
group or organization

(Jj) 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; or

(k) wages and sal aries received by an
enpl oyee, who is not a citizen of the Federated States
of Mcronesia, while enployed by an international
organi zation, foreign contractor, or other foreign
entity perform ng services or otherw se conducting
busi ness in furtherance of a foreign aid agreenent
entered into by the Federated States of Mcronesia, the
terns of which require that such wages and sal ari es
shall not be subject to taxation by the Governnment of
t he Federated States of M cronesi a.

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

Section 2. The "Presidential Declaration of Policy" dated
April 27, 1995, exenpting fromthe gross revenue tax all goods
sol d outside the FSM by busi nesses within the FSM is hereby
revoked and superseded.

Section 3. This act shall becone | aw upon approval by the
President of the Federated States of Mcronesia or upon its

becom ng | aw wi t hout such approval.
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July 7 , 1998

/[ s/ _Jacob Nena
Jacob Nena
Pr esi dent
Federated States of M cronesia
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