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The Honorable Joe T. San Agustin 
Speaker, Twenty-Second Guam Legislature 
155 Hesler Street 
Agana, Guam 96910 

Dear Mr. Speaker: 

Transmitted herewith is Bill No. 648 which I have signed into law this date as 

Public Law 22-43. 

Sincerely yours, 
A (Jf*~m OSEPH F. ADA 

L~overnor of Guam 

Attachment 

~ornmdnwealth Now! 



TWENTY-SECOND GUAM LEGISLATURE 
1993 (FIRST) Regular Session 

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR 

This is to certify that Substitute Bill No. 648 (IS), "AN ACT TO ADD A NEW 
SUBSECTXON (c) TO g6406 OF TXTL,E 11, GUAM CODE ANNOTATED, 
TO EXEMPT CERTAIN LIQUID FUEL EXPORT SALES FROM THE 
LIQUID FUEL TAX," was on the 19th day of November, 1993, duly and 
regularly passed. 

n 

! - Speaker 

Attested: 

Senator and ~egislative Secretary 
------------------------------------.------.------.------.----------------------- 
This Act was received by the Governor this a % day of NIX~ ld., 
1993, at 10 '. 1 3 otdodcP-.hrl. 

I 

c 3 L  9- Ilk* 
Assistant Staff Officer 

Governor's Office 
APPROVED: 

/ JOSEPH F. ADA 
Governor of Guam 

Date: 
NOV 2 6 1993 

Public Law No. 22-43 



TWENTY-SECOND GUAM LEISLATURE 
1993 (FIRST) Regular Session 

Bill No. 648 (LS) 
As substituted by the 
CumrniUeernRula, 

Introduced by: 

T. S. ~~n 
T. C Ada 
J. P. Aguon 
E. P. Amiola 
M. Z. Bordallo 
H. D. Dierking 
P. C Lujan 
D. Parkinson* 
E. D. Reyes 

D. L. G. Shirnizu 
.- D. F. Brooks 

M. D. A. Manibusan 
J. G. Bamba 
A. C. Blaz 
F. P. Camacho 
T. V. C. Tanaka 
A. R Unpingco 

AN ACT TO ADD A NEW SUBSECTION (c) TO 96406 
OF TITLE 11, GUAM CODE ANNOTATED, TO EXEMPT 
CERTAIN LIQUID FUEL EXPORT SALES FROM THE 
LIQUID FUEL TAX. 

1 BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF G U M  
2 Section 1. Subsection (c) is added to 96406, Title 11, Guam Code 
3 Annotated, to read: 



"(c) Storagelexport exemption Liquid fuel which is imported 

into Guam by a distri'butor for the express and exclusive purpose of 
storage and subsequent consignment and delivery to a point outside 

of Guam shall not be subject to the liquid fuel tax levied by this 

Article, but shall be reported by the distributor to the Tax 

Commissioner in such manner as the Tax Commissioner may 

require, and shall be stored pursuant to such regulations as the Tax 

Commissioner adopts. Such regulations shall be adopted within 

forty-five (45) days of enactment of this subsection. Any such liquid 

fuel which is sold in Guam and the amount of any shortage of such 

fuel found by the Tax Commissioner to be excessive shall be subject - 
to the liquid fuel tax and to any penalty imposed by the Tax 

Commissioner under such regulations for attempting to so evade 

such tax." 



155 Hesler Street 
ty-Second Guam Legiature 

I Chairman, Committee 
Pacific Arcade 

:*: 
on Ways & Means 

Agana, Guam %910 
Telephone: (672 ) 472-3407 thru 9 - Vi- , C o m t t c  

Fax: 477-3161 .-- ::' * on Rules 
.@ 

CARL T.C. GUTIERREZ Vice-Chairman, Comnuttc 
on Tourism & Transportah 

Senator 

November 1,1993 

Honorable Speaker Joe T. San Agustin 
Speaker, Twenty-Second Guam Legslature 
155 Hesler Street ' 

Legislative Temporary Building 
Agana, Guam 96910 

Dear Mr. Speaker: 

The Committee on Ways & Means wishes to report out its findings on BILL NO. 
6 4 8 , k L ~ ~  ACT TO ADD A NEW SUBSECTION (c) TO 926406 OF TITLE 11, GUAM CODE 
ANNOTATED, RELATIVE TO EXEMPTING CERTAIN LIQUID FUEL EXPORT SALES 
FROM THE LIQUID FUEL TAX", to the full Legislature with the recommendation to 
do Pass as Introduced. 

The Committee Voting Record is as follows: 

TO PASS: 

NOT TO PASS: 

ABSTENTIONS: 

INACI'IVE Fl L E: 

Copies of the Committee Report a n d  all pertinent documents are attached for your 
information. 

Sincerely, 

Chairman 
Attachments 



Twenty-Second Guam Legislature 
Committee on 

BILL NO. 
648 

AN ACT TO ADD A NEW SUBSECTION (c )  TO s26406 OF TITLE 11, GUAM 
CODE ANNOTATED, RELATIVE TO EXEMPTING CERTAIN LIQUID FUEL 
EXPORT SALES FROM THE LIQUID FUEL TAX. 

TO NOT ABSTAIN TO PLACE 
PASS TOPASS - INACTIVE F 

Lr- 
/' 

, . 
Senator Cdil T. C GDIERREZ 

I U 1  J 
Senator derminia D. DIERRING 
vi- 

Seepx ADA 

/ 
~~ . , 

Senator John P. A ~ U O N  
Memba A .  ,- ,- 

FyxA.ktkd G 

Senator Elizabeth P. ARRIOLA . A 

enat r J. ~ & r g e  BAMB 4emL4 J 
I I 

Senitor Anthony C BLAZ 
Member 

4 
Senator Pihr ULUJAN / 

Member 

v' 
Senator David LC. HI \Z I Z L 



COMMITTEE ON WAYS AND MEANS 
COMMITTEE REPORT 

B l  LL NO. 648 

AN ACT TO ADD A NEW SUBSECTION ( c )  TO 
S26406 OF T I T L E  1 1 ,  GUAM CODE ANNOTATED, 
RELATIVE TO EXEMPTING CERTAIN L I Q U I D  FUEL 
EXPORT SALES FROM THE LIQUID FUEL TAX. 

P U B L I C  HEAR l NG 

The Commi t t ee  on Ways and "'pans conducted a  pub l i c  hear ing  a t  
9 :00  a.m. on Wednesday, September 29 ,  1993, i n  the  L e g i s l a t i v e  
P u b l i c  H,ear ing Room, t o  ; s t h e r  t e s t i m o n y  on B i l l  No. 648 .  
Sena to r  Ca r l  T.C. G u t i e r r e z  t h e  Cha i rman  o f  t h e  C o m m i t t e e ,  
conducted the  hear ing ,  be in :  - : o l ned  by Sena to rs  Anthony B laz ,  
Ted Nelson,  J. George B a r c a ,  V i c e n t e  Pange l inan,  Tom Ada, 
El izabeth A r r i o l a  and David S k i -  i z u .  

B i l l  648 was  designed t o  ad: a new subsect ion  t o  the  Guam Code 
Anno ta ted  t o  exempt  c e r t a  i i q u i d  f u e l  expo r t  sa les  f r o m  the  
l i q u i d  f u e l  t a x  i m p o r t e d  In:o t h e  T e r r i t o r y  o f  Guam by a  
d i s t r i b u t o r  f o r  the  express a - ?  exclusive purpose of  s to rage and 
subsequent cons ignment  an:: ze l i ve r y  t o  a  p o i n t  ou t s i de  o f  the  
Te r r i t o r y  o f  Guam. 

-ES- MONY 

W r i t t e n  t e s t l m o n y  oppos : - -  s B i l l  w a s  s u b m i t t e d  by E. F.  
Ke ise r ,  P res iden t  o f  Moz  Suam Inc .  W r i t t e n  t e s t i m o n y  i n  
f a v o r  o f  t h e  B i l l  w a s  4 r - 5 t c e d  by An thony  J. N i cho l son ,  
P res idenUGenera l  Manaqr,  ' . " e l l  Guam, Inc .  Mr .  V i c t o r  Cruz, 
Consu l tan t  f o r  She l l  ~ i a -  fi - - a lso  appeared and t e s t i f i e d  on 
beha l f  of She l l  Guam, Inc * . - s ~ a t i n g  Mr.  N icho lson 's  w r i t t e n  
tes t imony.  



Mr.  Cruz sa id  t h a t  I t  i s  v i t a l  f o r  an i ndus t r y  such as She l l  Guam 
t o  suppo r t  t h i s  B i l l  i n  o rde r  t o  u t i l i z e  t he  s t o r a g e  f a c i l i t y .  
P r i o r  t o  She l l  pu rchas ing  t he  Guam O i l  & R e f i n i n g  Company's 
(GORCO's) f a c i l i t i e s ,  t he  t e r m i n a l  and f a c i l i t i e s  w e r e  used t o  
s t o r e  f o r  t h e  m i l i t a r y .  The m i l i t a r y  has now s i g n i f i c a n t l y  
reduced i t s  s to rage  requ i r emen ts  i n  the  A s i a - P a c i f i c  r eg i on  and 
She l l  has taken  t h i s  oppo r t un i t y  t o  a d v e r t i s e  s t o rage  f a c i l i t i e s  
t o  t h i r d  p a r t i e s ,  and w i l l  compe te  aga ins t  s t o r a g e  i n  o t h e r  
coun t r i es  such as the  Ph i l i pp ines ,  V ie tnam,  Singapore, Japan and 
Korea. Mr.  Cruz r e i t e r a t e d  Mr .  N icho lson 's  s e n t i m e n t  t h a t  none 
o f  t hese  c o u n t r i e s  have t a x  i m p o s i t i o n s  on s t o r a g e  c o n t r a c t s  
and t ha t  Guam should f o l l o w  su i t .  

Mr. Cruz exp la ined t h a t  under the c u r r e n t  s t a t u t e  f o r  every  one 
m i l l i o n  b a r r e l s  of p roduc t  pu t  i n t o  s to rage,  a cus tomer  needs t o  
t e m p o r a r i l y  fund up t o  $6 .3  m i l l i o n .  For  the  $4 .5  m i l l i o n  b a r r e l s  
capable o f  be ing  s t o r e d  a t  the GORCO t e r m i n a l ,  t h i s  amounts  t o  
$ 2 8 . 4  m i l l i o n .  Wh i le  t h i s  amount i s  even tua l l y  r e t u r n e d  when 
the  p roduc t  i s  expo r t ed  as a l l o w e d  under  t h e  c u r r e n t  l a w ,  i t  
never theless has t o  be paid and f inanced u n t i l  then. 

Senator  Sh im i zu  was  concerned as t o  the  loss  o f  t he  revenue t o  
t h e  Government  o f  Guam. Mr.  Cruz r eassu red  t h a t  t h e r e  w a s  
a c t u a l l y  no l oss  o f  revenue t o  the  government .  Guam, M r .  Cruz 
sa id,  w i l l  s t i l l  r e c e i v e  s i g n i f i c a n t  i ncome f r o m  p o r t  f ees  o f  
$ .  14 p e r  b a r r e l  on i n w a r d  movements  and $ . 0 4  pe r  b a r r e l  on 
o u t w a r d  movements ;  g ross  r e c e i p t s  tax ;  income t a x  on p r o f i t s ;  
and income tax paid by employees and cont rac tors .  

The panel  w a s  concerned t h a t  no one f r o m  the  Depar tmen t  o f  
Revenue and Taxa t i on  appeared t o  t e s t i f y  on the  B i l l .  The m a i n  
concern was the p robab i l i t y  of los ing revenue. 

Senator  S h i m i z u  suggested to  the  Chai rman t h a t  the  Commi t t ee  
w r i t e  t o  the  Depar tment  o f  2evenue and Taxa t i on  r eques t i ng  f o r  
a  copy o f  a  r u l i n g  i n  the  1 9 7 0 ' s  r ega rd i ng  w h a t  t he  r a t i o n a l e  
was  f o r  imp lemen t i ng  such tax  f o r  someth ing  t h a t  Guam was  no t  
se l l i ng  p r i o r  t o  a r b i t r a r i l y  rernovlng t h i s  s t a t u te .  

Senator  Tom Ada asked wha t  k i nd  o f  an impac t  w o u l d  t h i s  have 
l o c a l l y  I n  t e r m s  o f  add i t i ona l  employment .  Mr.  Cruz r e p l i e d  t h a t  
i f  She l l  Guam f u l l y  u t i l i z e d  s to rage  capac i t y  t o  t he  max imum,  



no t  on ly  w o u l d  i t  mean a d d i t i o n a l  employment ,  b u t  t h e r e  wou ld  
a l so  be a d d i t i o n a l  vendors  t o  m a i n t a i n  t h e  s t o rage  f a c i l i t l e s ,  
the p ipe l ines,  and maintenance of  the f a c i l i t i e s .  

FINDINGS 

The C o m m i t t e e  f i n d s  t h a t  c e r t a i n  l i q u i d  f u e l  t a x  imposed  on 
c e r t a i n  l i q u i d  f u e l  expor t  sa l es  i s  a  h indrance t o  the  i ndus t r y ,  
and w h i l e  Guam w i l l  no t  s u f f e r  any l oss  o f  revenue by pass ing  
t h i s  B i l l ,  i t  w i l l  con t inue  t o  r e c e i v e  s i g n i f i c a n t  i ncome f r o m  
s to rage  dea ls  such as p o r t  fees ,  g ross  r e c e i p t s  t a x  and income 
taxes. 

RECOMMENDATION 

The Commi t t ee  on Ways and Means recommends t h a t  B l l l  648 be 
r epo r t ed  t o  the  F u l l  L e g i s l a t u r e  w i t h  the  recommenda t ion  t o  DO 
PASS as Introduced. 



d 8  Bill No. 

* 
TWENTY-SECOND GUAM LEGISLATURE 
1993 (FIRST) Regular Session 

Introduced by: 

AN ACT TO ADD A NEW SUBSECI'ION (c) TO 9 2 a  OF 5iLU"- 
11, GUAM CODE ANNOTATED, RELATIVE TO Er(EMPTING 
CERTAIN LIQUID FUEL EXPORT SALES FROM THE LIQUID NEL 
TAX 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

Section 1. A new Subsection (c) is added to 426406 of Title 11, Guat - 
Code Annotated, to read: 

"(c) Storage/Expon exemption. Liquid fuel which is imported int 

Guam by a distributor for the express and exclusive purpose of storage an1 

subsequent consignment and delivery to a point outside of the temtory o 

Guam shall not be subject to the liquid fuel tax levied by this Article, bu 

shall. be reported by the distributor to the Tax Commissioner in sucl 

manner as the Commissioner may require. and shall be stored pursuant tc 

such regulations as the Commissioner may adopt." 



Your Relor-: 

Shell Guam, Inc. 

Date September 28, 1993 

The Honorable Carl T.C. Guiterrez 
Chairman, Committee on Ways & Means 
Senator, Twenty-First Guam Legislature 
155 Hessler St. 
Pacific Arcade 
Agana, Guam 96910 

calna Plaza. Suit. 102 
'20 F a m  D u e n u  Ave 
&am. Guam 96910 

Dear Mr. Chairman, 

re: BILL NO. 6 4 8  

sheil Guam, Inc. thanks you for the opportunity to present our 
views and position on Bill No. 648 which Shell Guam strongly 
supports. 

Shell Guam believes that Bill 648 which "Exempts certain 
liquid fuel export sales from the liquid fuel taxw imported into 
Guam for the express and exclusive purpose of storage will have a 
positive impact on Guam and the economy and should be supported. 

As background to our views we offer the following information: 

- With the closure of the old GORCO refinery the associated 
terminal was converted for use as a storage facility and 
contracts for storage of military fuel were entered into. 
These contracts enabled the continued viable operation of 
the terminal. 

- Since the Gulf War the military have been reviewing their 
storage needs and as a result have significantly reduced 
storage in the Asla-Paclfic area. Guam felt the full 
brunt of these changes with all storage contracts 
cancelled. 

- If the terminal : s  to remain open it will now be 
necessary for us to attract third party storage contracts 
to Guam. As such, Guam needs to compete against storage 
in Subic Bay, Vietnam, Singapore, Japan and Korea. In 
comparison with these areas Guam suffers on three counts: 



1. Distance from the main oil shipping channels 
between Middle East, Singapore and Japan/Korea 

2. The Jones Act 

3. Tax regimes (none of the other countries has 
tax imposition on storage contracts) 

Whilst it is not possible to change item 1, and item 2 
is only applicable for cargoes coming in from the West 
Coast of USA, item 3 is very significant and is under 
Guam's control. 

- Under the current law for every 1 million barrels of 
product put into storage a customer needs to temporarily 
fund up to $6.3 million dollars. For the 4.5 million 
barrels capable of being held at the terminal this 
amounts to $28.4 mrllion. Whilst this sum is returned 
when the product is exported as allowed under the current 
law, it nevertheless has to be paid and financed until 
then. 

- Guam will still recelve significant income from such 
storage deals in the form of the following: 

- Port fees of 14 cents per barrel on inward 
movements and 4 cents per barrel on outward 
movements. 

- Gross Receipts Tax 

- Income tax pald on Shell Guam profits 

- Income Tax pald by Shell employees and contractors 
who between them receive some $2 million per year 
as a result ot the terminal being open. 

For the reasons set out 3bove we urge the Committee of Ways 
and Means to pass and report 2 u t  of committee at the earliest and 
recommend the passage of BL:; , 2 4 2  at the next Legislative session. 

Should you require us - s  crnv~de further information we would 
be happy to do so. 

Kind regards, 
for SHELL GUAM. INC. 

7 

., ', 

ANTHONY J. NICHOLSON 
President/General Manaser 
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TESTIMONY OF MOBIL OIL GUAM INC. 

TWENTY-SECOND GUAM LEGISLATURE 

1993 (FIRST) REGULAR SESSION 

BILL NO. 648 

AN ACT TO ADD A NEW SUBSECTION (c) TO Q 26406 
OF TITLE 11, GUAM CODE ANNOTATED, RELATIVE 
TO EXEMIWNG CERTAIN LIQUID FUEL EXPORT 
SALES FROM THE LIQUTD FUEL TAX 

Mobil Oil Guam Inc. is pleased to have this opportunity to comment on Bill No. 

648. Mobil opposes this legislation. Mobil Oil Guam has substantial business operations 

in Guam, and in  fact, is the first petroleum supplier in Guam. 

We believe that Bill No. 648 is not in the best interests of the Government of the 

Temtory of Guam. As a responsible corporate citizen, Mobil Oil Guam believes that the 

Government of Guam is entitled under the present taxation and fiscal system to use the 

amounts collected for excise taxes on liquid fuels until drawback claims are processed, 

approved and disbursed to taxpayers. 

Mobil Oil Guam opposes Bill No. 648 for the following reasons: 

First. The proposed bill reduces the financial benefit to the Government of Guam 

without any diminution of benefits being provided by the Government of Guam. 

Second. The proposed bill does not materially reduce the administrative and 

regulatory burden on the taxpayer or the Guam Department of Revenue and Taxation. 

The Government of Guam imposes an excise tax on the import of liquid fuels 



pursuant to Section 26402 of Title 11, Guam Code Annotated. A drawback of this tax 

is permitted under Section 26404 for any liquid fuel which is exported outside of the 

Territory of Guam. The effect of the present statutory scheme is to effectively exempt 

from taxation liquid fuels which are imported, but then exported outside of Guam. The 

Government of Guam benefits from taxation of liquid fuels which are imported, but then 

exported outside of Guam, due to the time value of money for taxes paid until the 

drawback is applied. 

Mobil Oil Guam recognizes that Bill No. 648 would produce a benefit resulting 

from lower working capital because of the proposed tax exemption; i.e., interest expense 

savings. However, it is also clear that the Government of Guam provides benefits to 

taxpayers in that importedlexported liquid fuels are stored in Guam and have a transitory 

nexus or location in Guam. Thus, the Government of Guam is providing benefits in 

terms of traditional government functions such as fire, police and other incidental 

government protections. The Government of Guam is entitled to some remuneration for 

the benefits it provides to those who operate within Guam's jurisdiction. 

At this time when the health of Guam's economy and the Guam governmental 

budget shortfalls are everyone's concern, we believe that the small financial burden 

imposed upon a taxpayer under the current taxing scheme has a supportable connection 

to the benefits being provided. Thus, to remove such financial benefits without a 

reduction of benefits provided by the government, would further reduce the resources 

available to the Government of Guam to carry out its governmental functions. Therefore, 

we believe Bill No. 648 is not in the best interests of the Government of Guam. 

2 



As a responsible corporate citizen, Mobil Oil Guam recognizes that the continued 

vibrance and viability of the Government of Guam has an indirect benefit not only to 

Mobil Oil Guam, but to all other citizens and potential businesses. We believe that the 

Government of Guam is entitled under the taxation and fiscal system to use the amounts 

collected for the excise taxes until the drawback claims are processed, approved and 

disbursed to the taxpayer. 

Mobil Oil Guam also believes that the proposed bill will not materially reduce the 

administrative and regulatory burden imposed on taxpayers and government officials. It 

is recognized that there will need to be a certification process, regulated by the 

Department of Revenue and Taxation, which will parallel the current reporting process. 

Taxpayers will be required to maintain the same records to demonstrate the importlexport 

of liquid fuels, so there is no benefit from the proposed bill in terms of recordkeeping or 

bureaucracy. In fact, the proposed bill, if enacted, would require new regulations to be 

drafted and implemented which would impose additional burden on governmental 

agencies. 

Based on the foregoing, Mobil Oil Guam Inc. opposes Bill No. 648 and 

recommends that the legislature not approve the same. 

MOBIL OIL GUAM INC. 



TWENTY-SECOND GUAM LEGISLATURE 
COMMITTEE ON WAYS & MEANS 

PUBLIC HEARING TESTIMONY SIGN-IN ROSTER 
Bill No. 648 

AN ACT TO ADD A NEW SUBSECTION (c)  TO 526406 OF TITLE 11, GUAM CODE 
ANNOTATED, RELATIVE TO EXEMPTING CERTAIN LIQUID FUEL EXPORT SALES 
FROM THE LIQUID FUEL TAX. 

NAME OF WITNESS REPRESENTING S T A ~ ~ ~ E N T  TESTIMONY 
(Please print clearly) (Written or Owl) ( check one) 

FOR AGAINST 



TWENTY-SECOND GUAM LEGISLATURE ~01,  Q 3 993 
1993 (FIRST) Regular Session 

'p(Cf (6) Bill No. 

Introduced by: 

AN ACT TO ADD A NEW SUBSECTION (c) TO $26406 OF TITLE 
11, GUAM CODE ANNOTATED, RELATIVE TO EXEMFTNG 
CERTAIN LIQUID FUEL EXPORT SALES FROM THE LIQUID FUEL 
TAX. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

Section 1. A new Subsection (c) is added to $26406 of Title 1 1, Guam 

Code Annotated, to read: 

"(c) Storage/Export exemption. Liquid fuel which is imported into 

Guam by a distributor for the express and exclusive purpose of storage and 

subsequent consignment and delivery to a point outside of the territory of 

Guam shall not be subject to the liquid fuel tax levied by this Article, but 

shall be reported by the distributor to the Tax Commissioner in such 

manner as the Commissioner may require, and shall be stored pursuant to 

such regulations as the Commissioner may adopt." 


