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Dear Mr. Speaker: ' pn—

Transmitted herewith is Bill. No. 53 (EC) entitled “AN ACT TO AMEND §51102 and §51106
OF CHAPTER 51 OF TITLE 11 GUAM CODE ANNOTATED, RELATIVE TO EXPEDITING
PAYMENT OF INCOME TAX REFUNDS” which I have vetoed.

Bill No. 53 amends the current law that requires income tax payments made to the government to
be deposited into the Income Tax Refund Efficient Payment Trust Fund. Unfortunately, the
amendment does not take into account the government’s deficit which precludes the government
from setting aside cash for future disbursement when the cash is being used to pay the bills that
are due now.

The problem with the reserve is that this year’s collections are being used to pay for prior years’
refunds. This bill would only stall, if not halt, refund payments for prior years. A delay in the
disbursement of prior years’ refunds only aggravates our financial situation because interest on
refunds is compounded daily at 8% interest. This amounts to approximately $2 million in
compounded annual interest payments. Already this government owes $43 million in interest
payments for unpaid tax refunds from prior years. If this measure is enacted into law and we are
unable to pay prior years’ tax refunds, it would further compound those interest payments, for
tax years 2005 and 2006, by nearly $10 million.

Already, the law contains a set-aside provision to meet tax refund requirements for the current
tax year. However, in order to meet the prior year tax refund requirements, the government has
been using a portion of current year cash receipts to pay the outstanding refunds. Unfortunately,
there is not enough cash coming into the government to pay outstanding refunds and reserve cash
for future refunds and yet sustain government operations and pay other governmental
obligations.
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