
Plm CONGRSSS OP nm EDBRATIm STATES OF MICRO'reSIA PUBLIC lA\-J NO. 1-83 

SECOND REGULAR SESSlor~, 1979 CONGRESSIONAL BILL NO. 1-131. COl, CD2, CD3 

--------------------------~----------------------------------------------
AN ACT 

10 revise Part I of Title 71 of th Trust Territory Code, Taxation, by mend in" 
Sections 154, IS5, 250, 251, 253. 251, 259, 260, 262. 268, 269 and 270 thereof, 
nd tor other purposes. 

BE IT ENACTED BY THE CONGRESS OP THE PBDERATRD STATES OJ7 mCRONBStA: 

1 Section 1. Part I of Titlo 17 of the Trust Territory Cod, Tax tion, 1s 

2 h l' by 1'ovised by amending S cUon 154, IS5, 250, 251, 253, 257, 259, 260, 

3 262, 268, 269 and 270 as follows: 
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(1) "Section 154. Rules and regulations.:.:fromulsation by 0117.J:!£!: 

of Finance. The 011' etor of Pinanee, with the nppr()vsl of the 

President of the Pederat d States of ticron.sia, shall prescribe 

such Ttll s and ~.rulations as re necessary to collect all taxes, 

fees nd charges levied or imposed und~r this Part anc all sueh 

taxes, fees And charges shall be deposited in th Generl Fund of 

the Federated States of ~~eronesia for ppropriation by tho Congr •• 

ot tho Federated States of Micronesia. Sueh rut IS nd regulations 

shall wherever practicable require ayment in full of all taxes, 

fees and charges imm diately upon assessnent, nd in the cas of 

import tax St no later th n lift. n days fter the deoarture of the 

vossel or plane on which the products subj ct to import taxes 

ar~ived and before any mereh4ndi~e is released by the e rri r or 

Ills a tmt to the importer a1\<I, in the case ot ort taxe , before 

any erchandise is loaded on any ves 01 or aircraft." 

(2) "Section ISS. TTansaction to be recorded--Pcnaltles for 

violations. Every porson, firm, corporation, or association 

engaging in ny transaction subject to a true. foe or charge levied 

or imposed under this Part shall keep a full and accurate record of 
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each such transaction I.ged 1D by hi. d eh record hall e 

available for e ... ln tion by the Director of Pinanc. or hi. 

authorized repre. tative for at 1 years t date 

of sue tran.actio. Arty per , ii ,co ration or as ociation 

willfUlly failin, to ke or te available for x min tlon such 

records ha 1 be IUilty of • mi.deme or and upon eonvlctio th t 

i.bed i accordance witb the teras of Section 201, 

Chapter f this Part, Dd, In dditi thereto, hall b bj t 

to the i late ocatlon 0 any "levant nlti I license to do 

busin.s in tho Pedarat State 0 

(3) II ti 250. Short titl • 

'P 

(4) us eti 

ic 

251. 0 finition •• 

i. Ch pter llb titl 

T Law'." 

erever u.ed in this Chapter, 

unle.. tter, context, r. •• otherwi.e l' uir s: 

(1) loyer' i el de. any individual, co rati , 

a •• oct.ation, joint lu.ur ce e any, credit 

the 

• tlv , or oth up e 10yln a y p rIo , 

a 110 nel • the Trust T rrltory. P erated Stat of Microne.ia, 

.tate a local ov t. d their a encie., char d with the 

dl.bur. t f lie nie. as lari. or loy 1" Iso 

i elud •• the United Stat •• Government and 1 .t tal1tie. th l' f. 

(2) 1018.' s y individual 0, und l' the usual 

eo n law rul.. lieabl. in doterminln tb loy 1'- loy 

relationship, tho st tus of 

(3) .' r' lari • ans d 1 el es c i •• lon., fe.s, 
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c01Ipon.ation. eIIOl ents. bonu •••• and every and 11 other kinds of 

co.pensation paid for. credited or attributable to personal • rvic s 

p.rfoned by an Individual J which .el'Vlee, have be performed by 

such person as an employ.e. Wa,es and salaries shall not inelude 

the followin,: 

Ca) •• ,es and .alaries received from the United tates 

by m ers of the Military or Naval Poree. of the United States or 

the Araed Porces of the United State •• 

(b) Reasonable per diem and travel allowances to the 

extent that they do not exce d any c reb!e Trust T rntory 

Government rates. 

(c) R tal value of a hom fUrnished to any. loyee or 

• reasonable rental allowance paid to any ployee (to the extent 

ch allowance i. used by the 1018e to rent or provide a ho ) • 

Cd) Any payment account of sickness or accident 

disability, or any ay.ent of edical or hospitalization expen.e., 

e by an employer to or on b half. of an loy.; PROVIDED, 

however, that Domal wag.s or salaries paid to an 1018e for a 

period of ti •• during whIch h i. excused t work because of 

sickne" shall not be excluded fro va es and salaries under this 

Subsection. 

Ce) Any payaent made to or on behalf of an 10y.e or 

to his beneficiary from a trust or annuity. 

(t) Re.uneration paid in any other than ca.h to 

an employee for service not in the ordinary cours of the loyer's 
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trade or buslness or for domestic service In a private h080 of an 

employer. 

(a) Remuneration paid for casual or intel'lllittent 1abOl" 

not performed In the ordinary course of the employer's trade or 

business and for not IIOre than one week in each calendar month. 

(h) Any payment in tha fora of a scholarship, fellow­

ship. or stipend ude to any employee while he is a full-time, bona 

fide student at an educational institution within the Trust Terri­

tory. 

(i) Wa,e. and salaries received by a ainister of the 

gospel or e1erayman fram a rali,ious group or or,ani&ation. 

(j) W.ga. and salaries received by an .. ployee for 

sarvice. performed or rendered in the capacity of a doaestic or 

househOld employee for a private individual or f .. i1y. 

(k) Wale. and salaries reeeived by a non-Trust Territory 

citizen employee for services perf01'llec1 or rendered within the Trust 

Territory for a total of not aore than ninety days or less during 

anyone calendar year. 

(4) 'Director I aeans the Director of the Departllent of 

Pinance. 

(5) 'Month' lIeans calendar .,nth. 

(6) 'Year' .uns calendar year. 

(7) 'Gross aevenue' aunt the gross receipts. cash or 

accrued, of the taxpayer received s compensation for personal 

service. not in the form of salaries or wages as defined in 17 TTC 
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Section 251 (3), as .. ended, and the gross roeeipts of the tax­

payer derived frolll trade, bu.ines., e eree or .ale. and the 

value proeeeding or aceruin, fro. the sale of taneibl. personal 

property, or .erviee, or both, and all reeeipts .. actual or accrued 

by reason of the capital of the business en a .d in. including 

interest, discount, rentals .. royalties, fees. or other h.ent. 

however desi,nated and without any deduetions on account of the 

cost of property sold, the cost of mat rials used, labor cost .. 

taxe I royalties. interest or discount paid 01' any other expenses 

whatsower. Gross revenue shall not includ. the fol101fin 

Ca) refunds, rebate nd returns; 

(b) monies held in a fiduciary capacity; 

(c) inco.e in the fora of _g s and .alaries which are 

taxed under other provision. of this Chapter; 

Cd) .a1e p yaents received lor the .ale of a commercial 

aircraft, to tho extent that such .al. payments in any quarter 

shall equal the rental pa ents aa4e to the buyer by the .el1er 

of such aircraft for it. rental by the soUer; or 

Ce) rontal payments received for the rental of a 

ereial aircraft, to the extent that such rental payaents in 

y quarter shall equal th s.le pa «nt. ade to the lessor by 

lea.. of such aircraft for its purchase by the lossor. 

(a) tBusilUt'" .eans any profession, trade, nufacture or 

oth ... undertaking carried on for pecuniary profit and includ.s 

all activities whether personal. professional or incorporated, 
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carried on wi thin the Federated States of Micro esla for eco ic 

bnefit either direct or indirect, and excludes casual sal •• , as 

detel'llined by the Director; however, one who qualifies as an loy e 

under this Section shall not b. considered as a business. Copra 

production by tmincorporated copra producers collectively or 

severally .hall not be included as a bud.ne.s under this definition. 

(9) 'Military or Naval Forces of the United States' and 

t Armeel Forces of the Un! ted States' lleans all regular nel reserve 

coaponents of the uniformed service. wieh are .ubject to the 

jurisdiction of the Secretary of the Army I Navy or Air Fore , and 

also includes the Coast Guard. 

(10) 'Commercial aircraft t means any aircraft capable of any 

intended for use in c ereial aviation. 

(11) 'Purcha.e pa)'llentS' aeans pa)'llents on the actual 

.elling price, including any interest , carryin charees or other 

charges associated with lale. As used herein, the word 'sale' 

lapUes a transfer of ownership of that which is sold, in exchange 

for the purchase pa)'1lents or p1'OIIise ther f . 

(12) 'Rental payments t means any payments made in exchange 

for use or rental, and includes interest, carrying char,es or 

other charI s associated with use or rental. rf 

(5) "Section 253. Jfithholdipg by the _ploy!!. 111e tax 1 oled 

by S tion 252 of this Title shall be collected by th employer 

by deduct ina and withholding the t x imposed on any wa es and 

salaries .. and when paid or cr dit to the 10yee. Every 
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employer requirod to deduct and withhold the tax imposed shall be 

liabl, for the payaent and shan pay such tax to the National 

Revenue Officer of the ,tate in which the employer has his princi­

pal place of businelS, or to the Director, if the e.ployer has 

no plac. of business in the Federated Stat 5 of Micronesia~ Any 

ployer who violates any of the provisions of this Section shall 

be subject to the penalties prescribed in this Chapter. " 

(6) "Seetion 251. Individual to IUe return of earned income. 

Any individual who is paid or credited wales or .alaries f an 

loyer who does not have a place of busine.s in the ederated 

States of Micron sia and 40e5 not have an agent within the 

Pederated Stat .. of Nic~nesia responsible for making the returns, 

wi tbholdings and pa)'llents of taxe, on c01lpensat ion required by 

this Chapter, .hall fUe a return with and pay the tax due und 

this Chapter to, the National Revenue Officer of the stat in 

which he resides or in which he is present at the till, for pa ent 

as aay be required by the rules of the Director, or, if he i. not 

at tha ti.e within the F.derated States of Micronesia, then with and 

to the Director. Any indivld 1 who is id or credited .. ,.5 
trc. the United States or an lnst ental ity thereof .han be 

under the .... duty as an individual who is paid or ' credited waa" 
or salaries from an employer who does not have a plac of busines. 

in the Poderated States 0 Micronesia, unI 5S th tax has been 

wi thh Id troll such •• lari.s and ges a. provided by 11 m 
Section 253 of this Chapt r. 
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All such returns shall be filed, and the payaents ther 

shall be lIIade, at the tiae. and in the unner prescribed in 17 TrC 

Section 253 and 77 Tl'C Section 254 (1) of this Chapter and ch 

return shall state the name of the i dlv1dual fil1n, the .... , 

the naae, residence and address of his employer, the total of all 

compensation received for the prec:ed11\l three !IOntb. and the tax 

due thereon, and shall include such other infoftUlt.ion and be upon 

suCh fol'll as the Dir ctor shall require or p scribe. 

Pailure to co ly with the provisions of this Section sllall 

be puni.hable under tho penal ties prescribed in this Chapter. The 

Director, upon request of a taxpayer requir d by this Section to 

u1:e returns t Y perait s_annual retu:rns and aym nts of tax 

with re.pect to .alari s and wag .. ~ and in crantiA8 such peraislion 

shall fix the date or date. for such fUin, of returns and P )'I\ent 

of taxes. 'lbe Director, for good cause, II.Y extend the ti for 

.. king returns and pa)'1leJlts, but not beyond the tv tleth day of 

the second month succeeding the regular due elate thereof." 

(7) "Section 255). Returns, withholding" anel p!)'JIent of tax on 

,ross revlDue fra. businesses. 

(1) Every busines., Oft or before the last day of the onth 

foUowina the close of each quarter, to wit: on or befor 

April 30> July 31, October :n t January 31, shall pay, based on it. 

gross revenue of the precedln, quarter, the nt of tax iIlposed 

by this Chapter to the National Revenue Officer in the state in 

which the business has its principal place of businesl in the 
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Pederated States of Micron.sia. or to the Director. Each busin.ss 

shall, on or before the date provided for payment of tax under 

this SUbsection. ke a full, tn., and correct return showing all 

such gross revenue received, accrued, or earned, and the .. aunts ' 

deducted and set aside on account thereof during the pr.cedin, 

quarter. whieb return .hall be filed at the place in this Section 

prescribed for payment of the tax and shall inclOO. such other 

inforaation as shall be required or prescribed by the Director. 

'rho Director. for .good cause, _y extend the ti.e for .. Un, 

payments and returns, but not beyond the last day of the first 

month succeeding the regular due date thereof. 

(2) Every business shall be liable for the payment of the 

tax required to be deducted and paid by it to the Govenaent. 

(3) Pailure to comply with the provisions of this Beetion 

shall be punishable under the penalties pr •• cribed' ,by this 

Chapter." 

(8) "Section 260. Appcn;tionaent. 

(1) If an _ployee is creditecl or paid .alaries or wages 

derived from, or attributable to , personal .ervice. perfo ed or 

rendered ooth within and without the Pederated States of Micro­

ne.ia during any given month, then the whol. of the salaries or 

_ges shall be pres.ed to have been earned within the Peelerated 

States of Micronesia; provided, however, that the employer paying 

the tax or the employ" whoae compensation is taxed .. y file for 

an apportionment of the tax on a fora prescribed by the Director 
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and the tax shall be lwied only on that portion of the alary or 

wages Which is attribut ble to pers 1 services perlo ed or 

render d within the Pederated States of Micronesia. 

(2) If any business earns or derives its grolS revenue from 

busine.s activities or und rtaklngs both within and without the 

Pederated States of icron 1a during the taxable y r, then the 

whol of its gross r v ue shall b presuMe! to have been derived 

fr urces within the Federated State. of Micronesia; provided, 

however, that the business may tUe for an apportionment of the 

t x on a fora prescrib d by the Director and the tax shall b 

levied only on that portio ""leb is amed in, or derb d froll 

.ources or tr nsactions or parts of ranlaetlons within the 

Feder ted States of Micronesia." 

(9) "Section 262. gutetion!._ 'Mlo Director shall. subj ct to 

approval of the President of th Pederated State. of icronesia, 

prescribe and have printed asonahle r guI.tions for th enforce-

ent of this Chapter and such regulations shan have the force ' ~ 

and effect of law if they are not in conflict with the express 

provisions of this Chapter or other laws of the Pederated States 

of Microne.ia. Such reaulations shall aIs provide for the aking 

of r turns concerning any taD' brposed by this Ch pter, and the 

payment thereof, in any situation. not specifically covered by 

this Olapter." 

(10) "SectiOll 268. eview. 

(1) I a dec! ion of the Director is adverse to the taxpayer. 
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in whole or in part, the taxpay.r shall have the ri&ht within one 

year fro the date of such decision to institute all act ion for 

review, irrespective of the amount, in a court of competent juris­

diction in th Federated Stat.s of Micronesia. Such action shall 

be commenced by filina a petition setting forth as.ian-nts of all 

errors alleged to have been c itted by the Director in his deter­

mination of the ass.ssmeJlt, the facts reUed upon to sustain such 

assignments of errors, and a prayer for appropriate relief. The 

The Director or hb successor in office shall be th defenclant in 

such proceedings. 

(2) When the decision of the Court or an .appeal therefrom 

becomes final, the Director shall, upon pr.sentatlon of a certified 

copy of the cleeree. mak. such adjustments as are necessary to 

correct, .. end or abate the asses nt, and to determine whether 

any additional amount should b. assess.d. 

(3) Where the assessment is paid, in whole or in part. 

after the filins of the petition, the Court shall not thereby be 

deprived of jurisdiction." 

(11) "Section 269. Privileged info tiona 

(1) All report. and returns r uired by this Chapter shall 

be preserved for three years and thereafter until the Director 

orders th to b. destroyed. 

(2) The Director and every ployee of the Depart. t of 

Finance .hall aintain the secr~ of all matter. retatina to 

this Olapter which c e to their knowledg and shall not 
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communicate .uCh matter. to any person except for the purpose of 

carrying into effect this Chapter or any other ctlHnt laposing 

taxes or duties payable to the Government of the 'ederated States 

of Micronesia. 

(3) The Director and evflr'1 -.ployee of the Depart.ent of 

Pinance while in such employaent shall not .aaCe in the business 
. 

or profession of tax counting or accept eIIlployment wi tb cOllpensa-

tion fr any person, fir.. or corporation for the purpo.e, directly 

or indirectly, of preparin the tax returns required by the 

Government of the Federated States of icrone.ia. Nor shall such 

person accept any employment for the purpo e of advisin, or 

preparing at rial. or data, or the auditing of book. or records 

to be used in an effort to d.feat or cancel any tax or part thereof 

that has b ass .. s d by the Gove nt of the Fed rated States 

of Micronesia. 

(4) No -.ployee of the 0 arbent of Pinance .ball be 

required to produce in any court any matter or thina retatina to 

the taxes imposed by this Chapter cine; under hls notice in the 

porfo inC of his duties as an .-ploye. of the Revenue Divisi 

except en it is necessary to do so for th purpose of carryin 

into effect any provision of this Chaptor or any other enact nt 

imposinl duties or taxes payable to th eovermaent of the Federated 

States of Mleron .. ia. 

(5) Inf01'lUtion as t the mount of inca.o or aUf particular 

set forth or disclosed in any report or return required U!lder this 
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Chapter aay, upon request of a cOllllit tee appointed by the Congress 

of the Federated States of MieroDesia~ b rnished to the co itt , 

but the tt •• or any aember, clerk t or other officer or loy 

thereof shall not disclose any particulars of the inlonation so 

furnished except to law enforcement officers for the lXIrpose of 

aiding the detection or prosecution of crt.es comaitted in violati 

of this Clapter. 

(6) The Attorn if General 01' oth.r lela! representatives of 

the Government of the Federated States of Micronesia y inspect 

the report of return of any taxpayer ho brin I an action to set 

aside or review the tax based theTeOll, 01' a,alnst w an aetion 

01' procMdlna has been instituted to recover any tax or any pcmalty 

iJlposed by this Chaptet·. 

(7) Nothln. herein shall prohibit the Director 01' hi 

delesate fr compilina and publishing statistics or inforaatioro 

generally on the returns fUod so lon, as there is no referencD 

to a particular return and the statistic. and 'the info tion do 

DOt in ffeet divul,e the contents of anyone retul'D. 

(8) Any violation of Sub ections (2), (3), (4), or (5) of 

this Section shall be • at.demeanor and shall be punishable by a 

fine of not IlOre than $500 01' iJDprtso nt for not .ore than six 

nths. or both." 
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1 Section 2. This act shall take effect upon approval by th ~sid.nt 

2 of the 'ederated States of Micronesia, or upon its becomlni law without such 

3 approval • 
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