SEVENTEENTH GUAM LEGISLATURE
1984 (SECOND) Regular Session

This is to certify that Substitute Bill No. 699, *AN ACT TO
CHAPTER VI TO TITLE XVil OF THE GOVERNMENT CODE,
SECTION' 278 AND ADD SECTION 300.1 TO THE ClviL CODE,
NEW 12 GCA CHAPTER 2A, AND TO ADD A NEW SECTION 19543.
A NEW SUBSECTION (g) TO SECTION 19605 OF THE GO
RELATIVE TQ PROVIDING INCENTIVES FOR FOREIGN CORPORATIONS,
AND FOR OTHER PURPOSES," was on the
and reguiarily passed.

This Act was received by the Governor this .24"4 day of Austﬂt "
1984, at 2: @5 o'clock £.m. - S
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SEVENTEENTH GUAM LECISLATURE
1984 (SECOND) Regular Session
Bill No. 699 R
Substitute by o R
Committee on Ways and Means |
Introduced by:  j. T. San Agustin |
' F. R. Sanm 8

AN ACT TO ADD A NEW CHAPTER Vi TO TITLE XVil e
OF THE GOVERNMENT CODE, TO AMEND SECTION 278+
AND ADD SECTION 300.1 TO THE CiVIL CODE, :TO
ADD A NEW 12 GCA CHAPTER 2A, AND TO ADD A

NEW SECTION 19543.0020 AND A NEW SUBSECTION (g)

TO SECTION 19605 OF THE GOVE NMENT CODE,
RELATIVE TO PROVIDING INCENTIVES FOR FOREIGN
SALES CORPORATIONS, AND FOR OTHER PURPOSES.

1 BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:
2 Section 1. Foreign Sales Corporation Export’ incentive -Act. The
3 Legislature finds that the United States Congress has established, in Titte’
.1 VIill of the federal Deficit Reduction Act of 1988&, ‘various tax incentives to
5 ancourage foreign export trade by United ‘States companies and -h‘ai;:
6 \_provided that special Foreign Sales Corporations may ‘be f;sstibllﬁhed. ’inf
7

possessions of the United States, including the territory of Guam and that



no tax shail pe imposed by on foreign trade income
| derived before January 1. islat further finds that it is.in
the best interests of the
United States companies
engaged in export tr3

and that special tax incentives, . ,

.ncentives on foreign trade income derived after Janwary 1l. 1967, are

necessary for this purpose. This Act is pased upon the fongolng findings
tive Act. ST

and shall be known as the FSC Export {ncen |
r VI is added 0. Title

the wntinuatiwﬁ ;

A new Chaptse xvi : f:;af @C

i 1" Gavernmeﬂt Code t© read:
sCHAPTER Vi .
SALES CQRPORATl_ONs.

R

13 FOREIGN

cection 16500, Foreign S3le® Corporations. def L e

A ‘'Foreign Sales COrporation' or 'FSC' for the purpeses of this
ty incorporated in Guam which is 8 FSC a8 defined

(a) of the federal Defl r of 1985 23 the

written license
be obtained.

applicant meets the fo
28 (1) 1t is duly incorpor?a

25 Guam.

26 (2) It has filed with the Dit
and Taxation a centified copY of its poration 30
bylaws and a CopPY of an application for a Guam F&Clm‘

29 | form as the Director may specify; _{ o o T
(3) It has furnished he | such PP ' " 7«;%ff*;"iﬁ;,@ﬂid*iﬂ

31 capital, 3Pl
| 32 reasonably require. -’
| 33 () It has filed with the Dir

| 34 election, made under Secti
. N

v e



- activities ‘of the FSC are conducted solely for the pu

Act of 1988 as the same may be amended from time %O time, under
Section 922(a){(2) of the internal Revenue Code to be treated 25 3 FsC
and, if applicable. under Section 922(b) (1) of the internal Revenue
Code to be 3 small FSC; of {f it has not yet made such election(s) it
furnishes to the Director a true copy of such elaction(s) within ninety
(90) days after the making of such election(s)-

upon such manager or agent., ditigently and honestly admlnlstﬂ' ’ tht
affairs of the FSC and will not wknowingly violate .of willingly per pit 10
pe violated any © the provisions of law applicable w the FSC. snd ‘the
cath, subscribed by the manager oF agent taking it, has been
cransmitted to the Director and filed in the Director's office- o
Section 16502. Same: License term. Tn® Director shall issue 2
Guam FSC license w the applicant provided the applicant suifiils the
requirements set forth . Section 16501 of this Chapter. The license
issued shall be for 3t of ten (10) years. subject o e condition
ehat the licensee shall PaY ‘an -
Thousand ‘pollars (%1 ,000:00) .
payable at the time 3n application for licen
if the licensé is not issued, the One Thousand pottar (
<hall be refunded © the applicant. The ten (10) i year license
provided for herein shall not be revoked of mncd\cdcxantm cause

and in the manner provided' in Chapter vi of Title XVH ‘gf'h‘ the
Government Code: provided 3nY licensed FSC may eiect at mqnd of
any Yyear during the term of its license not to pay , e

fee and request, in writing. canceltation of its Guam FSCV\%cmjt.”and ‘
in such event the Director shall cancel such license wimout penalty-

Section 16503. . -Same: exclusive license- So long ai,;thé\--~ﬁd)sin335

¢ of -earning.
foreign trade income as that term is defined in 12 y



pusiness license other than the Guam FSC license shall be required.
However to the extent 2 £sC conducts any business activities which
are intended 0 produce OF do produce any income other than foreign
trade - income, the gsc shall be required to obuin such business
licenses and permits as are required of any other domestic corporstion
incorporated in Guam and transacting pusiness N Cuam. Forsign
trade income of a FSC duly licensed hereunder shall qualify for the
special tax incentives provided in 12 GCA §2832 and 12 GCA '§2833.
All income of @ FSC other than foreign trade income shall be xed 0
the same manner 3s income of 2anYy other domestic €0 :
incorporated in Cuam. o

Section 16508. Same: License Revocation OF Cancsiistion. . S6
long as 3 licensed FSC (i) pays its annual license fee and (il) files
with the Director within ninety (90) days after the date ofmidﬂﬁ its
election, 2 true copy of its feceral election of status as £SC and small
FSC under Sections 422(2)(2) and 922(0)(1) of the Internal Revenus
code, a Guam FSC shall be presumed to validly licensed. P the svent
the Director has any cause 10 pelieve any GCua® ESC license was
invalidly isswed oOf that any Guam FsC license is subject 0 _r‘cmﬁon
or cancellation pecause the nolder. is not in compliance with applicabie
Guam law, then the Director shall provide written notice to the gsC.
specifying’ the grounds- ‘for revocation or cancellation of the Guam FSC
license. ‘ne gSC shall then have 3 period of ninety (90) days to
correct any deficiencies and bring itself into compliance with Guam'law ,
and cure any grounds for revocation of canceilation. 10 the event the
Director, after such ninety (90) day period, believes thé;_FSC I8 still.

not in compliance with applicable Guam law of otherwise has not curcfd* &

the grounds for revocation oF cancellation. the Director shall have the
right upan not less than thirty (30) days' written notice to the FsC
conduct 2 hearing and thereafter, if cause be found, " revoke or
cancel the Guam FSC license. Any cancellation ©OF reyocaﬂon ,».qyde-rl
issued DY the Director shall be subject to,iudicia_l ‘?Wiéwf in the
Superior Court of Guam." L L




wipsCt refers W any domestic corporation which is aiso 2 ‘BSC as
gefined In Section 801 (a) of the federd! Deficit Reduction Act of 1988
as the same may be amended from time © tme.® - B
Section &. ‘A new gection 300.1 1S sdded to the CVI Code toresd:
wg300.1. The followind provisions of tnis Title shall not apply 10
any FSC: | P
- (1) Section 305, to the extent that directors m-dmt;bc
elected from among the holders of stock: ‘

(2) Section 306; | | LT

(3) Section 308, % the extent that the oresident nesd ot

cection 5. A mew Chapter 1A is added to 12 CCA o readt . E
nChapter 2A | " J,

in the best interest of the Territory of Guam to offer i
_attract United States companies which are engaged
——establish Fareign Sales Corporations in Guam

incentives are necessary for this purpose.

Section 21431, Definitions. For the pu;-pqas of t_ttis @faptilf_:f _
(a) The term \FSC' means a Guam domestic corporation which i85
(1) a FSC as gefined in Section go1(a) of the federsh Deficit
Reduction Act of 1988 as the same may be ameﬂde? ¢rom time O -
time, and . | '

(2) the hoider of a valid Guam £sC license duly issued

pursuant t0 chapter VI of Title xVit of the Govemmﬂt.code of
Guam. | SO '

i

. (p) <The term 1foreign tradc"'income' neans income whtch iss

!
ioaT ’




(1) foreign trade income 3s defined in Section 801(a) of the
federal Deficit Reduction Act of 1984 as the same may be amended
from time to time, and . C ’ T

(2) gross income of a FSC attributable t© non-Guam trading.
gross recsipts. . o R
(c) The term 'non-Guam trading gross receipts’ mesns the gross

receipts of any FSC which are: - . \

(1) from the sale, exchange. or other dispoﬁﬁm of
non-Guam property for direct use, consumption of disposition
outside the Territory of Guam, of o

(2) from the |ease or rental of non-Guam pmpenyfw use -
py the lessee outside the Territory of Guam, of B ‘

(3) for services which are relatad and

(i) any sale, exchange. .or
non-Guam property by such corporation,
(if) any lease Of rental of non-Guam ‘

in item (2) of this Subsaction BY such corporation, = |

(3) for engineering OF architectural sarvices for wmcﬂw
projects located (or proposed for location) outside the: A
Guam, Or . o

= (5) for the p.rformnc‘ of managerial Mﬂr an

Urrelated FSC in furtherance of the production of non-Gusm

-

trading gross receipts described in items (1), (2), or (3lwf this
Subsection, provided that this [tem (5) shall not apply t9a FSC
for any taxab!e\ year uniess at least fifty percant (Sﬁ) of its
gross receipts for such taxable year are derived :
yescribed in items (1), (2).°F (3) of this Subsection.
(d) The term inon-Guam property’ means property which is
(1) export property 33 defined in Section 8o1(a) of the
federal Deficit Reduction Act of 1984 as the smcmy Ecjmndgd
from time to time, and | R

oD g :
(2) held -primarily for sale, lease, OF rental, in t-tntg_g_otjdinary Lo

course of trade or business, by, or to. 3 FSC., fo?cwratt use,

consumption, o disposition outside the territory of Guam,..




(e) The term 1Corporation' means the Guam Economic Development
Authority.

Section 2832. For the purpose of the taxes imposed upon income

pursuant % the GCuam Territorial Income Tax. (as unbitsh-d and

defined in %8 U.S. c. §ia2e(i)), gross income of 2 FSC doﬂ not.v
include any foreign trade income of such FSC.

Section 2833. (3a) To the extent any foreign trade 1 mam %hﬂuld
at anytime now or hereafter become includable within the gross income

- of a FSC for the purposes of the Guam Territorial income Tax, ‘the

following rebate of corporate income tax payable 0 the Government. of
Guam in any single taxable year is hereby established and d.chnd for
FsSCs. Upon application by a FSC after it has been issued a Guam
FSC ticense pursuant t© Chapter VI of Title XVI1 of the Government
Code. a special Qualifying Certificate ‘shall be issued for a_period of
ten (10) comsecutive years for the rebate of ail income taxes: appiicabie
to corporate earnings on foreign trade income 33 defined in this
Chapter occurring on and subsequent to the dats of the issuance. of
the special Qualifying : . Certificate and prior to the cxpintion of the
Certificats. :

(b) A FSC desxring to apply for a special Qualifying Ckﬂﬂcau Lo

shall make application by filing 3 certified copy of itS Guam FSC -

license with the Corporation and furnishmg the Corpenm with copies :
of all documents which were required to be furnished obtain the

Guam FSC license pursuant to Chapter V1 of Title XVil of the
Government Code of Guam. The Corporation, upon uccmwng that
the material furnished by the applicant is in proper ardnf shall
thereupon promptly forward its recommendation for i;aima of ‘the
special Qualifying Certificate O the Governor of Guam who shall
approve the application. ' ' o |

(c) A true copY 6f the special Qualifying Cort%ﬂcatc shall be '
attached 10 each corporate tax return of the FSC and the. -amount of
tax due prior 10 repate shall be deposxted with the: chemment at the«?%
time of filing of each mcome tax return. - Taxes depossud by & FSC

_shall not ‘be piaced in the General Fund or maumngled wtth cthtr :




funds, but shall be deposited by the Director of Revenue and Taxation

with offices within the rerritory of Guam and shail be withdrawn from’’
such accounts only for the purpose of (1) making rebates 35 provim
nerein or (i) payment into the Generst fund, after @ final
determination. including 3 judicial detarmination if requested by the

gSC taxpayer. that taxes are validly due and payable and that the

deposit until the date of return 0 the FSC of the money due to . 1N

~ payments ‘found be lawfully” due: The fifteen d2Y review by the

Director of Revenue and Taxation of a B% return of 2 gsC shall ‘not
constitute 30 audit or. final determination BY the Director of taxes due,
put the rebate provided for herein shall pe made notwithsgagdi’-ﬂg- that
an audit of final determination of taxes due has not been _completed
with the seven day period- Amounts rebated © 2 FSC as. provmcd .
herein shall not constitute income 10 such FsSC and ‘ghail: not- be
included within the gross income of FSC for tax purposes.
(d) AnY gsC’ holding”2 special Qualifying Certificate issued

peneficiary given under Chapter | of Title LIV of the Government Code
of Guam (12 GCA - Chapter 5, . Articte ) and, except;asg'otherwissg s
SpeCiﬁcally get forth in this Chapter, shall comp\y‘y'wtm all the
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Code to read:

requirements of Chapter | of Title LIV (12 GCA Chapter 2. Article #).
it shall not be 2 condition of the special Qualifying ‘Certificate that the
FSC employ any minimum number of persons, but as to any persons
who are employed with the territory’ of Guam, the provisions of Section
53571 of the Government Code (12 GCA §2408) shall be met. Any FSC
hoiding a special Qualifying Certificate jssued pursuant t0 this ‘Chapter -

shall aiso De entitied to obtain an ordinary qualifying ccrtiﬂéate»i.ssuod L

pursuant to 12 GCA Chapter 2 from the Corporation a3 ‘to any
activities of the FSC which result or are intended to resuit - the
earning by the ESC of any income other than foreign twrade income;
provided any FSC desiring 2 reguiar quallfying certificate shail ‘mest
such requirements as are required of any other applicant for 8 regular’
qualifying certificate. ‘ . )

Section 2038, It shall be @ condition of the X examption

provided for in Section 2832 of this Chapter and of thg;pcdai - :

Qualifying Certificate provided for in Section 2433 of this- Cha tar that
a FSC shall at all times maintain a valid Guam BSC i kngnod

standing pursuant to the provisions of Chapter Vi of Title XVil of the
Government Code of Guam." o -
Section 6. A new Section 19543.0020 is added t th‘ﬁovtmt Code ~

to read:

wg19583.0020.  All"of the
defined in 12 GCA §2431(b)." T T
Section 7. Subsection (g) is added to Section 19605 of ‘the (

i C-) All property imported into Guam by 2 FS i
\non-Guam property' 3s defined in 12 GCA s2831(d).® e
Section 8. If any section of provision of the Fscsxpcrttnwtiv. o

LR - -

Act of which 12 GCA Chapter 2A forms a part. includir'xg.e'witmuf:;}@uﬁm
12 GCA §2832 relating to axemption from tax. shall be found. to. R
by any court, it shall pe conclusively presumed that thiszw

peen passed by the Legisiature without such invalid sectioft’ "orr {prov;i;ioni,k
and the Act as 3 whole shall not be dectared invalid by 'mscn_}_ggg_&the"‘fact 3
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that one or more sections or provisions may be found to be invalid by any
. Couﬂ. : ' .,

Section 9. Section 59009(2) of the Government Code is- smended © .

"(2) The Commission on a pari-mutusi pool on M dog m;:;#“
which may be withheld by the licenses and the Territory for the: total -
contributions made to such pari-mutuel pooi shail in no evant exceed
thirty percent (308) of the amounts contributsd theretd, which said

- maximum commission shall include the one percent (1%) tax  heretofors ~

provided for by §59007, the Greyhound Owners Prize Pool sstablished :
in §59001.1 and the additional tax provided thereafter by §55010. . The
one percent (13) tax provided for by §53007, the six pcrcant (68)
Greyhound Owners Prize Pool provided for by '§59009.1 and the :
additional tax provided for by §53010 shall be deductad from the
pari-mutuel pool before the licensee shall have. the' right ts its
comuussaon and before the licensee shall recsive any mncy or :
payments from the pari-mutuel pool." L
Section 10. Section 59009.1 of the Government C:odt li nm.ndad tnfL

.«‘
* B
*

"§59009.1. In addition to any other tax, there shtﬂ hmﬂ
from the total daily pan-mutuel pool an amount Qquat to ﬂx p.rclnt'
(63) of ail money paid into the pari-mutuel pool to be: deposited in the
‘Greyhound Owners Prize Fund.' The Fund shail be adminw by
the licensee under the supervision of the Guam Glniﬂg ' Commission
pursuant to rules and regulations promuigated by Gﬁam -Gaming
Commission. The Fund shall not be subject to any charge, deduction
or other diminution of its vaiue. Procaeds shall be distrihm 1o the
owners of greyhounds raced at the track from which theFund is
derived within thirty (30) days from the date on which dtposits in the
Fund are made pursuant to this statute.” : : :
Section 11. Subsection (1) of Section. 59101 of the: Govemmt Code is;‘

amended to read:

L
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(1) In addition to any other tax, there shail be dedu;ted from
the total daily pari-mutuel pool and paid to the Government 6f Guam 2
daily operating tax of three percent (3%) of all money pﬂd{inm the

pari-mutuel pool.”

Section 12. Section 19 of Public Law 1753 is amended to resd:

sSection 19. The sum of One Hundred Nine ‘Thousand  Six -
Hundred Seventy Dollars ($109,670) is appropriated from the General
Fund to the Guam Election Commission to purchase an AlS=315 Optical
Scanner, tabulating device, for the upcoming _elections ‘and for the
payment of costs involved in preparing and conducting an election’ for
any initiative measurs” submitted and certified by . the Election
Commissian.* : S
Section 13. Section 2960.9 of the Government Code of Guam (Section

17208, 3 CCA) is repeaied and resnacted to read:

w§17208. An initiative must be approved by fifty percent (508)
plus one (1) of ail vdters who go to the polls to vote in the special or
generai election at which the initiative was placed on the baliot. Any
initiative so approved by . fifty percent (508) pius one (1) of all voters -
who go to the polls to vob\:t said election shail take effect sixty (60)
days after the date on ‘which the Commission cartifies ‘that the .
initiative has been passed.” - '
Section 13. 3 GCA Section 3105 is amended to read: T

wSection 3105. Place of Registration. The ragistration -of-siectors:
shall be in progress at the main office of the cm_ssiéh during such
hours as the office is open for business at all times w’iary the
closing of the registration rolls. The registration of cloctors my aiso
be in progress in each precinct for fifteen (15) days, excluding

‘Saturdays., Sundays and legal holidays, prior. to the closing of the

registration rolis. Electors may aiso be registered at such times and
places within the Territory as the Commission shall deem advisable and
convenient and may deputize volunteers for such purposes.' ‘



