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OFFICE OF THE COVERNOR
UFRISINAN | MAGA LAHE
AGANA. GUAM %90 U S.A.

June 6. 1389

The Honarable Joe T. San Agustin

Speaker. Twentieth Guam Legisiature '
Past Office Box CB-| %
Agana. Guam 96810

Oear Mr. Speaker:

Transmitted herewith is Bill No. 658, which | have signed into law this date as Public Lav

20-12,

Sincerely yours.

JOSEPH F. ADA
Gavernor

Enclosure 20 0283
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TWENTIETH GUAM LEGISLATURE
1989 (FIRST) Regular Session

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR

This is to certify that Bill No. 658 (COR), "AN ACT TO AMEND
SUBPARAGRAPH (f) OF §28102 OF TITLE 11, GUAM CODE ANNOTATED,
TO EXTEND THE SPARE PARTS FOR VESSELS EXEMPTION UNDER THE
USE TAX TO AIRPLANE SPARE PARTS," was on the 24th day of May,
1989, duly and regularly passed.

Speaker

Attested:

Senator and L.eg'islativ Secretary
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This Act was received by the Governor this 2‘({‘- day of t4 1989,

at '-4-:!( o'clock ﬁ.m. %

Assistant er
Governor's Ofﬁce

APPROVED:

vernor of Guam

Date: June 6, 1989

Public Law No. 20-12
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TWENTIETH GUAM LEGISLATURE
1989 (FIRST) Regular Session

Bill No. 658 (COR)

. G. Bamba
. S, Nelson
J

Introduced by: J
F. J. A. Quitugua

AN ACT TO AMEND SUBPARAGRAPH (f) OF

§28102 OF TITLE 11, GUAM CODE

ANNOTATED, TO EXTEND THE SPARE

PARTS FOR VESSELS EXEMPTION UNDER

THE USE TAX TO AIRPLANE SPARE PARTS.
BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:
Section 1. Subparagraph (f) of §28102 of Title 11, Guam Code

Annotated, is hereby amended to read:

"(f) use of goods imported into Guam by the owner of a vessel or
vessels or of an aircraft or aircrafts engaged in interstate or foreign
commerce and held for and used only for repair or replacement of said
vessels or aircrafts or as ship or aircraft stores for such vessels or

aircraft."
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» | Twentieth Guam Legislature

Chairman, Committee
on Ways & Means

Vice-Chairman, Committee
on Tourism & Transportation

163 Chalan Santo Papa St.
Agana, Guam U.S.A. 96510 e
(671) 472-3407/8/9/10

‘(:;3\/-' -

CARL T. C. GUTIERREZ
Senator

Hay 23, 1989

Honorable Joe T. San Agustin
Speaker, Twentieth Guam Legislature
163 Chalan Santo Papa

Agana, Guam 96910

Dear Mr. Speaker:

The Committee on Ways & Means to which Bill No. 658 was
referred, wishes to report back to the full Legislature with
the recommendation to do Pass.

The Committee Voting record is as follows:

TO DO PASS |

NOT TO PASS ' ®)

TO REPORT OUT ONLY ()

Copies of the Committee Report and other pertinent information
are attached for your information.

Sincerely,

CAgz/T C. GUTIERREZ

Attachments



Twentieth Guam Legislature
Committee on Ways & Means

Voting Sheet

BILL NO: _658

BILL 658: AN ACT TO AMEND SUBPARAGRAPH (1)
OF SECTION 28102 OF TITLE 11, GUAM CODE
ANNOTATED, TO EXTEND THE SPARE PARTS FOR
VESSELS EXEMTION UNDER THE USE TAX TO
AIRPLANE SPARE PARTS.

TO NOT TO REPORT TO PLACE IN
PASS TO PASS OUT ONLY INACTIVE FILE

V2

Senator Carl T. C GUTIERREZ

Chairma “

Senato ermn a : RKING
Vice- /
Senator J/oh\n @GUO%\){ /
Member
tm/’ Ge r‘)‘j/azwm 7

{e ber

/"
Sena r‘EOl'lS BROOKS

Mempiér /2“ 52 P
N L
S/eyn?or Ernesto ESPA DON /
ber,
Senator Mar?’ /rs NIBUSAN
Member /

v/

Senator Ted/ S./NELSON

Member y/ A?

Senator Dop. PARKINSO

Member {/
» A

Senator Frinklin J. A. QUITUGUA

el A LalPT

Senator Maftha C. RUTﬂ '
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TWENTIETH GUAM LEGISLATURE
1989 (FIRST) Regular Session

Bill No. Vé"S’?

Introduced by:

A. Quiftugua

. G. Bamva 7
';Cs;: N?lns?)?l 1/ }M
P. J. &I

AN ACT TO AMEND SUBPARAGRAPH (f) OF
§28102 OF TITLE 11, GUAM CODE
ANNOTATED, TO EXTEND THE SPARE
PARTS FOR VESSELS EXEMPTION UNDER
THE USE TAX TO AIRPLANE SPARE PARTS.

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

Section 1.

Annotated, is hereby amended to read:
"(f) use of goods imported into Guam by the owner of a vessel or
vessels or of an aircraft or aircrafts engaged in interstate or foreign
commerce and held for and used on/l‘y for repair or replacement of said
vessels or aircrafts or as ship or aircraft stores for such vessels or

Subparagraph (f) of §28102 of Title 11,

Guam Code

aircraft."



COMMITTEE ON WAYS & MEANS
COMMITTEE REPORT
BILL 658

BILL 658: AN ACT TO AMEND SUBPARAGRAPH (f)
OF SECTION 28102 OF TITLE 11, GUAM CODE
ANNOTATED, TO EXTEND THE SPARE PARTS FOR
VESSELS EXEMTION UNDER THE USE TAX TO
AIRPLANE SPARE PARTS.

The Committee on Ways & Means held a public hearing in the
Legislative Session Hall on Thursday, May 13, 1989, to receive testimony on
Bill 658. The hearing was conducted by Committee Vice-Chair, Senator
Herminia D. Dierking and attended by Senators T .S. Helson, |.5. Bamba, and
M.C. Ruth.

BACKGROUND .

Recently, the Department of Revenue and Taxation has informed the
airlines on Guam that it will begin assessing the Guam Use Tax on all spare
parts, engines, and so forth brought in by the airlines for the repair of their
own planes. Prior to this notice, airlines have not been taxed on spare parts
stored on Guam for airplane maintenance, just as the law specifically
excludes the application of this tax on stores and parts for shipping vessels
engaged in interstate or foreign commerce.

TESTIMONY

Mr. Daniel H. Purse, Vice President and General Manager of
Continental/Air Micronesia, presented oral and written testimony to the
Committee (see Attachment A). He noted the economic benefits to the
community from the operation of a hub of Continental /Air Micronesia on
Guam. The airline presently employes over §00 persons here with an annual
payroll in excess of $15 million. For 21 years they have been able to bring
in aircraft parts without being taxed. They are in the process of expanding
their maintenance capabilities for their fleet of 11 planes by having
available locally all the needed parts to support the planes based on Guam.
Availability of these parts will minimize flight delays and/or cancellations
due to repair and maintenance of aircraft. He based his support on five
basic ideas: (1) past history of non-taxation on these parts; (2) the same
exemption is specified by law for shipping vessels; (3) the aircraft are also
involved in inferstate commerce similar to shipping companies; (4)
maintaining an inventory of parts means keeping parts up-to-date and many



of the parts they use have a set shelf-life meaning they could be brought to
Guam and never te used or be refurned; and (5) the extra maintenance and
supply capabilities would be an economic enhancerment for the community.

Mr. Joe Bamba was present to give oral testimony on Lehalf of the
Department of Revenue and Tazation. The Department is opposed o the Bill,
sstimating that they would have collected $4,000 in Use Tax on these items
2o far this year had it been assessed, which he characterized as a osz’ The
Use Tax revenues to the Government of Guam varies by month from $37,000
to $90,000, on reported amounts, according to Mr. Bamba.

cenrator Nelson asked for a clarifyving statement that the Use Tax in
general is not often enforced. Mr. Bamba admitted that to be true. However,
he went on to indicate that the Department is now entering the antomation
phase and will be better able to snforce the Use Tax provisions. In the past,
some forms have not been complete, making it difficult to sent notices.
senator Nelson stressed that he did not consider the non-assessment of the
fagas a 1oss’ but as not gaining’ since the tax has not been imposed in the
past. Itis not a frue loss and it is offset by the economic benefit to the
community of having smooth service. He asked Mr. Bamba if payment of
Use Tax would be an offset as a business deduction on income tax and tried
to get agreement on the wisdom of the bill. Mr. Bamba simply stated that as
a tax man, he was opposed to any tax exemption.

senator Bamba said he has requested reports and noted that each year
the Department of Revenue and Tazation estimated that they lost $1 million
in non-enforcernent of the Use Tax. The amount involved in granting the
airlines this exemption is negligible. He expressed support for the measure,
saying that the same rule should apply to airlines as to shippers and that the
territory’s tax policy should be used to stimulate economic growth.

senator Ruth asked Mr. Purse about the arrival of parts. He informed
her that they come in by sea and by air, that Continental/Air Micronesia is
getting additional warehouse space which will make them more responsive
to repair demands and will create more jobs. He also noted that it is difficult
to assess the value of used, reconditioned parts which will be included in the
inventory. When she questioned Mr. Bamba about the similarity of the case
of the shipping vessels, he recommended that the Legislature consider the
repeal of the exemption for the shippers, instead of including the airlines in
the exemption.

With no further testimony or questions, Senator Dierking thanked
both men and the Senators present from participating and concluded the
hearing.

ANALYSIS
Farts brought to the island by shippers, both sea and air, which are
intended for the maintenance and repair of their own vessels should be



treated the same in regards to assessment of the Uze Taz The révenus to be
gained by imposition of the tax would be offzset Ly other tax deductions and
wionld e a disincentive for expansion of maintenance capabilities on the
island.

RECOMMENDATICN
The Committee on Ways & Means recommends that the Twentieth
[ =4
s

Guam Legistature pass Bill £53.



VICE-PRESIDENT DANIEL H. PURSE
GENERAL MANAGER- MICRONESIA

P.0.BOX 8778-G
TAMUNING, GUAM 36911

TELEPHONE: 646-0215
FACSIMILE: (671) 646-6821

May 16, 1989

Senator Carl T.C. Gutierrez
Twentieth Guam Legislature
163 Chalan Santo Papa Street
Agana, Guam 96910

Dear Mr. Chairman:

On behalf of Continental/Air Micronesia, I want to express our appreciation
for being allowed the opportunity to appear before the committee on Ways and
Means regarding Bill No. 658. As I am sure you realize this is a very important
issue not only to Continental/Air Micronesia but also any carrier which might
be considering expansion in Guam.

The record is clear as to our intentions and past actions of developing Guam
as a major hub in the Western Pacific. We now have over 800 employees in our
operation and have a payroll of over 15.0 million per year. In addition, in
calendar year 1989, we will be directly responsible for transporting 340,000
tourists to our island which brings me to why we are supporting this Bill and
why 1 am here with you today.

As many of you know, Continental/Air Micronesia has been a partner in the
economic growth of both Guam and Micronesia for the past 21 years. We have
long articulated our desire to develop a major hub in Guam allowing Guam
residents the advantage of direct air links to all major destination which
surround our area of the Pacific.

In order for us to do this, it is imperative that with the flight increases
we also build a major maintenance operation at the Guam International Airport.
This build up will naturally result in increased employment for our local
citizens and a larger source of revenue for the local economy.

For the past 21 years, we have brought in from the mainland all the needed
aircraft parts required to support the fleet of equipment based in Guam. These
items run the full gambit from spare aircraft engines to small items such as
nuts and bolts. For the past 21 years, we have not been taxed on these items.
Now, as we put in place the largest expansion undertaken to date, we have been
told that we must pay taxes on these items.

Many years ago, prior to the development of airline service to our island,
the Legislature realized that because of the necessity for shipping companies
to call at the Port of Guam, an exemption was written into law to allow for
an exemption from taxation on the parts required to support the shipping
industry. We are asking for this same exemption.



Senator Carl T.C. Gutierrez
May 16, 1989
Page Two

In connection with our desire to establish Guam as a hub, we have substantially
increased the number of aircraft operating out of the Territory from seven
(7) to eleven (11). In this connection, we would like to also maintain a
maintenance hub within the Territory of Guam. This would mean we would have
to inventory a large number of spare parts here on the island which would be
utilized on aircraft operating out of here. These parts are used on aircraft
involved in interstate commerce similar to the shipping companies.

At the current time, the laws are disincentive for us to maintain a large
inventory of parts within the Territory. Our inability to maintain parts here
would adversely affect our ability to efficiently respond to maintenance needs
since parts would be maintained in Honolulu and we would have to fly them out
here when we needed them. This could result in substantial delays which affect
our ability to adequately serve both the local and tourist market. Furthermore,
we are in a unique position of having to maintain levels of spare parts that
may or may not even be used here. It is possible for us to bring a part onto
the island today and six (6) months from now return it to Los Angeles because
the shelf 1ife on that item expired or a check is required after so many months
of shelf life. We do not feel that we should be penalized because we must
maintain spare equipment which realistically provide the consumer with a quicker
response time when mechanical interruptions develop.

Also, by maintaining an inventory of spare parts, we would be in addition
contributing to the community by having extra maintenance and supply capabilities
here rather than in Hawaii.

In summary, we totally support the Legislature's efforts to correct this
deficiency in the law. We feel this Amendment will in the long term provide
more jobs and the local island residents a more efficient air carrier.

Sincerely,

i

DANIEL H. PURSE
V.P. & General Manager

/tab
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COMMENTS ON BILL NO. 658

Bill No. 658 would extend use tax exemption for spare parts brought on {sland
to include aircraft. Data received from Revenue and Taxation indicate, up to

the month of April, a total of $9,000 have been collected in used tax that the

0.

MICHAEL EIDY

bi1l would exempt.
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TWENTIETH GUAM LEGISLATURE
1989 (FIRST) Regular Session

Bill No. £5#(ccp)

Introduced by: J. G. Bambafﬁl///
T. S.
F. J.

Nelson’ e
A. Qui ugua% ST

AN ACT TO AMEND SUBPARAGRAPH (f) OF
§28102 OF TITLE 11, GUAM CODE
ANNOTATED, TO EXTEND THE SPARE
PARTS FOR VESSELS EXEMPTION UNDER
THE USE TAX TO AIRPLANE SPARE PARTS.

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:
Section 1. Subparagraph (f) of §28102 of Title 11, Guam Code

Annotated, is hereby amended to read:

"(f) use of goods imported into Guam by the owner of a vessel or
vessels or of an aircraft or aircrafts engaged in interstate or foreign

commerce and held for and used only for repair or replacement of said

vessels or aircrafts or as ship or aircraft stores for such vessels or

aircraft."



