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June 6. IS89 

The Honorable Joe T. San Aqustin 
Speaker. Twentieth Guam Legislature 
Post O f f  ice Box CB-l 
Agana. Guam 969 10 

Oeer Mr.  Speaker: 

Transmitted herewith is Bill  NO. 658. which I have signed into law this date as Public Lab 

20- 1 2. 

Sincerely yours. 
/I 

Y 
Governor 

Enclosure 



TWENTIETH GUAM LEGISLATURE 
1989 (FIRST)  R e g u l a r  Ses s ion  

CERTIFICATION O F  PASSAGE O F  AN ACT T O  THE GOVERNOR 

T h i s  is to c e r t i f y  that Bill  No. 658 (COR) ,  "AN ACT T O  AMEND 
SUBPARAGRAPH ( f )  OF $28102 OF TITLE 11, GUAM CODE ANNOTATED, 
T O  EXTEND THE SPARE PARTS FOR VESSELS EXEMPTION UNDER THE 
USE TAX T O  AIRPLANE SPARE PARTS," was on the 24th day o f  May, 
1989, duly and regularly passed. 

At t e s t ed  : 
1 S p e a k e r  " 

Sena to r  and ~e~i s l a t ivg  S e c r e t a r y  

T h i s  Act was received by the Gove rno r  t h i s  1989, 
at 4: I ( ofc lock  Fern* 

4Gd Ass i s t an t  Governor ' s  a f f  Office Off icer  % u 

APPROVED : 

a v e r n o r  o f  Guam 

Date:  June 8. 1 989 

Public  Law No. 20-1 2 



TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regu la r  Session 

Bill No. 658 (COR) 

In t roduced  by : J. G. Bamba 
T.  S. Nelson 
F. J. A. Qu i tugua  

AN ACT T O  AMEND SUBPARAGRAPH ( f )  O F  
528102 O F  TITLE 11, GUAM CODE 
ANNOTATED, TO EXTEND THE SPARE 
PARTS FOR VESSELS EXEMPTION UNDER 
THE USE TAX T O  AIRPLANE SPARE PARTS. 

BE I T  ENACTED BY THE PEOPLE O F  THE TERRITORY OF GUAM: 

Sect ion 1. S u b p a r a g r a p h  ( f )  o f  028102 of  Title 11, Guam Code 

Annotated, is h e r e b y  amended to read: 

" ( f )  u s e  of goods impor ted  into Guam by the owner  of a ves se l  or 

vessels o r  of  an a i r c r a f t  o r  aircrafts engaged in interstate o r  foreign 

commerce and held f o r  a n d  u s e d  only f o r  repair or replacement  of  said 

vessels o r  aircrafis or as ship o r  a i r c r a f t  s t o r e s  f o r  such vessels o r  

a i r c r a f t .  lr 
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i e 4D 
B Twentieth G u a m  Legislature 

163 Chalan Santo Papa St. 
Agana, Guam U.S.A. 96910 . .-_ 

167 I )  172-3407/8/9/10 

Cli:\innan, Committee 
on Ways & Means 

Vice-Chairman, Commiuee 
on Tourism & Transportation 

',:2w4 

CARL T. C. GUTIERREZ 
Senator 

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 0 

TO REPORT OUT ONLY 0 
Copies of the Committee Report and other pertinent information 

are attached for your information, 

Sincerely, 

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 EXEbfTION UNDER THE USE TAX TO 

AIRPLANE SPARE PARTS. 

T O  N O T  
PASS lxLuss 

TO REPORT 
QILrlmx 

TO PLACE IN 
JNACTIVE FII,F, 



TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular Session 

Bill No. - &-sf 
Introduced by : J .  G. Bamba 

T. S. Nelson 
F. J.A. QU 

I 

A N  ACT TO AMEND SUBPARAGRAPH ( f )  OF 
128102 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 S28102 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 o& for repair or replacement of said - - -- 
vessels or aircrafts or as ship or aircraft stores for such vessels or  - - - 
aircraft. " 



COMMITTEE O N  WAYS & MEANS 
COMMITTEE REPORT 

BILL 658 

B I L L  658: AN ACT TO AMEND SUBPARAGRAPH ( f )  
OF SECTION 2 8  102 OF TITLE 1 1, GUAM CODE 
ANNOTATED, TO EXTEND THE SPARE PARTS FOR 
VESSELS EXEMTION UNDER THE USE TAX TO 
AIRPLAHE SPARE PARTS. 

The Committee on 'Rays & Means held a public hearing in the 
Legislative Session Hall on Thursday, May 16, 1989, to recsiT?e tesbmony on 
Bill 65%. The hearing T v m ~  conducted by Committee Vice-Chair, Senator 
Herrmnia D. Dierking and attended by Senabrs T.S. Nelson, J.G. Bamba, and 
M.C. Ruth. 

BACKGROUND 
Recently, the Department of Revenue and Taxation has informed the 

airlines on Guam that it wll begin assessing the Guam Use Tax on all spare 
parts, engmes, and so forth brought in by the airlines for me repar 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 !.he application f?f this h..x on stfires and parts for shipping vessels 
engaged in interstate or foreign commerce. 

TESTIMOtFH 
Mr. Daniel H. Purse, Vice President and General Manager of 

Conbnental!Arr Micronesia, presented oral and written testimony to the 
Committee (see Attachment A). He not& the economic benefits to the 
community from the operation of a hub of ContinentallAir Micronesia on 
Guam. The airline presently employes over 800 persons here with an annual 
payroll in excess of $15 million. For 2 1 years they have W n  able to bring 
in aircraft parts without being tax&. They are in the process of expanding 
their maintenance capabilities for their fleet of 1 1 planes by having 
awlable locally all the needed parts to support the pkanes based on Guam. 
Availability of these parts wll minimize flight delays and/or cancellations 
due to repair and mainknance of aircraft. He based his support on five 
basic ideas: C 1) past history of non-taxation on these parts; (2 1 the same 
exemption is specified by law for shipping vessels; (3) tAe aircraft, a.re also 
involved in interstate commerce similar to shipping companies; ( 4 )  
mantaining an inventory of parts means keeping puts up-to-date and many 



I.:I~ ttfle part3 they use have a set shelf -lif? r-riearllng they C l : i l ~ l i l  be brf i~~ght .  t .~! 
!31~am anif never be used or be fet;urneil; and ( 5 )  the sr.$j--a maintenance ;3.1>1:2 

:,uppi y capabilihes TYvould be an economic enhancernent for th+ c.ornmi_!riity. 
Toe Eambis present tcl gi~.re - cjral t.estirnony on Gef?;:tlf ~f tJle 

Department of F.evenue and Tawhon. Ths Department is oppcbsed :lj the gill,, 
estimating tliat they v?ould haye !:t~llei::kif $9,000 in LTse T;3:: on these :terrts 
SO far this year had i t  been assessed, ~ h i c h  h$ i:haract&rized as a 'I~zss'. The 
Use Tax revenues b U.e ilit>vernrflent ~f Gijam va.ries by m12nth ir(,rfi $37,000 
t . ~  $90,000, cn reported amoi~nts,, acc::ording tn Mr. Barnha. 

Senator Neisotl asked for a clarifying sizitcsnent tkiat t.he Use Tax in 
general is not often snforced. Ivlr. Bamba admitted that tc, be true. Ho$tTever. 
he went on to indicate that the Department is now entering the automahon 
phass and w l l  be Det.kr able to enforce the TJse Tax pravisions. In the past., 
some forms have not been complete, making i t  difficult to sent notices. 
S+nator Nelson stressed that he did not consider the non-assessment of the 
t ~ x  as a 'loss' but as 'not gaining' since the tax has not been impctse1 in the 
past. It. is not a txue loss and i t  is offset. by the economic benefit. t .  the 
cGmmrmity of having smooth service. He asked Mr. Bamba if payment of 
Use Tax would be an offset as a business deduction on mcome tax and tried 
t~ get agreement on the wisdom of the bill. Mr. Bamba simply stated that as 
a tax man, he was opposed to any tax exemption. 

Senabr Bamba said he has requested reports and noted that each year 
the Department of Revenue and Txmtion estimated that they lmt % 1 million 
In non-enforcement of the Use Tax. The amount involved in granhng the 
airlines this exemption is negligible. He expressed support for the measure, 
saying that the same rule should apply to airlines as fx shippers and that the 
krribry's  tax policy should be used to stimulate economc growth. 

Senator Ruth asked Mr. Purse about the arrival of parts. He informed 
her that they come in by sea and by air, that ContinentaliAir Micronesia is 
getttng addibonal warehouse space m i c h  make them more responsve 
to repair demands and will create more job. He also noted that i t  is difficult 
to assess the value of used, reconditioned parts which will be included in the 
inventory. When she questioned Mr. Bamba aboi-lt 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 participatmg and concluded the 
hearing. 

AMAH SI S 
Parts brought to the island by shippers, both sea and air, which are 

intended for the mantenance and repair of their own vessels should be 



treated the same I n  regards to assessment. of t.he 1.J:;e Tax. The revenije t13 be 
gained - by imposition 01 t&e t3.x GVOIJ~C:~ be oifset by ~t..h+f h~ deJi~.ctiti~n~ 
T!t~i~i-~ld b+ a disincentive ft?r exp.nsior1 cIf r~laintenanee capabilities j:~rl &le 
island. 

RECOM1,QENDATI ON 
The Zornmitt2e on Ways & hileans recommends that the Twentieth 

~;i~..arrl Lqjslature pass Bill 6 5 8. 



GCONTINENTAL~= 
AIR MICRONESIA 

VICE-PRESIDENT DANIEL H. PURSE 
GENERAL MANAGER- MICRONES14 

May 16, 1989 

P.O. BOX 8??8-G 
TAMUNW, GUAM 9691 1 

TELEPHONE: M 0 2 1 5  
FACSIMILE: (671) 646-6821 

Senator Car l  T.C. Gut ie r rez  
Twent ieth Guam Leg is la tu re  
163 Chalan Santo Papa S t r e e t  
Agana, Guam 96910 

Dear M r .  Chairman: 

On beha l f  o f  Cont inenta l /A i r  Micronesia, I want t o  express ou r  apprec ia t ion  
f o r  be ing  al lowed the o p p o r t u n i t y  t o  appear before the  c o r n i t t e e  on Ways and 
Means regard ing  B i l l  No. 658. As I am sure you r e a l i z e  t h i s  i s  a  ve ry  important  
i ssue  n o t  o n l y  t o  Con t inen ta l /A i r  Micronesia bu t  a l s o  any c a r r i e r  which might  ,., 

be cons ider ing  expansion i n  Guam. 

The record  i s  c l e a r  as t o  our  i n t e n t i o n s  and pas t  ac t i ons  o f  developing Guam 
as a  major hub i n  the Western P a c i f i c .  We now have over  800 employees i n  our 
ope ra t i on  and have a  p a y r o l l  o f  over  15.0 m i l l i o n  per  year.  I n  add i t i on ,  i n  
ca lendar year  1989, we w i l l  be d i r e c t l y  responsib le f o r  t r a n s p o r t i n g  340,000 
t o u r i s t s  t o  our  i s l a n d  which b r i n g s  me t o  why we are  suppor t ing  t h i s  B i l l  and 
why I am here wit-h you today. 

As many o f  you know, Con t inen ta l /A i r  Micronesia has been a  p a r t n e r  i n  the 
economic growth o f  both Guam and Micronesia f o r  the pas t  21 years. We have 
l o n g  a r t i c u l a t e d  our des i re  t o  develop a  major hub i n  Guam a l l o w i n g  Guam 
r e s i d e n t s  the advantage o f  d i r e c t  a i r  l i n k s  t o  a l l  major  d e s t i n a t i o n  which 
surround our  area o f  the  P a c i f i c .  

I n  o rde r  f o r  us t o  do t h i s ,  i t  i s  impera t ive  t h a t  w i t h  the  f l i g h t  increases 
we a l s o  b u i l d  a  major maintenance opera t ion  a t  the Guam I n t e r n a t i o n a l  A i r p o r t .  
Th i s  b u i l d  up w i l l  n a t u r a l l y  r e s u l t  i n  increased employment f o r  our  l o c a l  
c i t i z e n s  and a  l a r g e r  source o f  revenue f o r  the l o c a l  economy. 

For  t he  pas t  21 years, we have brought i n  from the  mainland a l l  the needed 
a i r c r a f t  p a r t s  requ i red  t o  support t he  f l e e t  o f  equipment based i n  Guam. These 
i tems run  the  f u l l  gambit f rom spare a i r c r a f t  engines t o  smal l  i tems such as 
n u t s  and b o l t s .  For the  pas t  21 years, we have n o t  been taxed on these items. 
Now, as we p u t  i n  p lace the  l a r g e s t  expansion undertaken t o  date, we have been 
t o l d  t h a t  we must pay taxes on these items. 

Many years ago, p r i o r  t o  t he  development o f  a i r l i n e  se rv i ce  t o  our  i s l and ,  
t h e  L e g i s l a t u r e  r e a l i z e d  t h a t  because o f  the necess i ty  f o r  sh ipp ing  companies 
t o  c a l l  a t  the  Por t  o f  Guam, an exemption was w r i t t e n  i n t o  law t o  a l l o w  fo r  
an exemption from t a x a t i o n  on t h e  p a r t s  requ i red  t o  support  t he  shipping 
i n d u s t r y .  We are asking f o r  t h i s  same exemption. 



Senator Car l  T.C. Gu t ie r rez  
May 16, 1989 
Page Two 

I n  connect ion w i t h  our  d e s i r e  t o  e s t a b l i s h  Guam as a  hub, we have s u b s t a n t i a l l y  
increased the number o f  a i r c r a f t  ope ra t i ng  o u t  o f  the  T e r r i t o r y  from seven 
( 7 )  t o  eleven (11). I n  t h i s  connection, we would l i k e  t o  a l s o  ma in ta in  a  
maintenance hub w i t h i n  the  T e r r i t o r y  o f  Guam. Th is  would mean we would have 
t o  inventory  a  l a r g e  number o f  spare p a r t s  here on the  i s l a n d  which would be 
u t i l i z e d  on a i r c r a f t  ope ra t i ng  ou t  o f  here. These p a r t s  a re  used on a i r c r a f t  
invo lved i n  i n t e r s t a t e  commerce s i m i l a r  t o  the  sh ipp ing  companies. 

A t  the cu r ren t  t ime, t he  laws are  d i s i n c e n t i v e  f o r  us t o  main ta in  a  l a r g e  
i nven to ry  o f  p a r t s  w i t h i n  the  T e r r i t o r y .  Our i n a b i l i t y  t o  main ta in  p a r t s  here 
would adversely a f f e c t  our  ab i  1  i t y  t o  e f f i c i e n t l y  respond t o  maintenance needs 
s ince p a r t s  would be mainta ined i n  Honolulu and we would have t o  f l y  them o u t  
here when we needed them. This cou ld  r e s u l t  i n  subs tan t i a l  delays which a f f e c t  
our  a b i l i t y  t o  adequately serve both the  l o c a l  and t o u r i s t  market. Furthermore, 
we are  i n  a  unique p o s i t i o n  o f  having t o  ma in ta in  l e v e l s  o f  spare p a r t s  t h a t  
may o r  may n o t  even be used here. It i s  poss ib le  f o r  us t o  b r i n g  a  p a r t  on to  
the  i s l a n d  today and s i x  ( 6 )  months f rom now r e t u r n  i t  t o  Los Angeles because 
the  s h e l f  l i f e  on t h a t  i tem exp i red  o r  a  check i s  requ i red  a f t e r  so many months 
o f  s h e l f  l i f e .  We do n o t  f e e l  t h a t  we should be pena l ized because we must 
main ta in  spare equipment which r e a l i s t i c a l l y  p rov ide  the  consumer w i t h  a  qu i cke r  
response t ime when mechanical i n t e r r u p t i o n s  develop. 

Also, by ma in ta in ing  an i nven to ry  o f  spare pa r t s ,  we would be i n  a d d i t i o n  
c o n t r i b u t i n g  t o  the  community by having e x t r a  maintenance and supply c a p a b i l i t i e s  
here r a t h e r  than i n  Hawaii. 

I n  summary, we t o t a l l y  support the  L e g i s l a t u r e ' s  e f f o r t s  t o  c o r r e c t  t h i s  
de f i c i ency  i n  t he  law. We f e e l  t h i s  Amendment w i l l  i n  t he  l ong  term p rov ide  
more jobs and the l o c a l  i s l a n d  res iden ts  a more e f f i c i e n t  a i r  c a r r i e r .  

S incere ly ,  

DANIEL H. PURSE 
V.P. & General Manager 



? i l l  So. 658 O ~ t c  9ccc lved 5-9-89 

i?cnda tory ,  ilill Yo /7 . I)r ca Rcvt~.wed - - 
~ c p . ~ r ) c m c n c / ~ ~ e n c y  ~ f f c c t c d :  Revenue a n d  T a x a t i o n  

3 c p a t t f ? 1 c n t / ~ g c n c y  Hcad :- J o a q u i n  B l a z  

l o t 3 1  F i s c a l  Year A p p r o p r i a t i o n :  $ 6 , 3 0 0 , 7 1 3  

311i T i t l e  ( c o n c i s e ) :  ACT TO ASEND SUBPARAGRAPH (f') OF 8280102 OF TITLE 11, 
. ' 

GUAM conE AWT.~ED, TO EXTEYD THE SOARE PARTS FOR v E s s n s  E X ~ T I O N  ~ E Q  

T"E USE TAX TO A I R P ~ E  SPARE PARTS. ': 

Change i n  Law: . 

9111 A t t e m p t s  to :  D i l l  1s for :  

// I n c r e a s e  Program Funding, O p e r a t i o n s  
/ / D e c r e r s a  Program Funding - C a p i t a l  Improvement L/ R e a l l o c a t e  P r e s e n t  Program Funding  O t h e r  

PROCRAEI CATEGORIES 
Minimum E i t i m a t a d  Required Funds ( F o r  F i v e  Y e a r s )  

CEYEUL FLYD FEDERAL OTHER - 
Gov' t Wide Suppor t  . S e e  Comments 

. . 

CRAYD M T M  - . . 

ESTIMATED MVLTI -YEAR FUND R.&QUIREIENTS 

SOURCES - 1st 2nd - 3rd - -6th - - 5 t h  

G e n e r a l  Fund 

' e d e r a l  Fund 

O t h e r  Fund 

CbYO TOTAL 

C .  
ESTI!iATED '.IULTI-YEAR REALIZED REVCSllES 

SOUKCES 1 s t  - 2nd - - 3rd - 4 ch - 5 t h  

i e n e r a l  Fund - - 
< c d ? r a l  Fund 

Ochcr Fund 

CR&':D TOTAL 

Dace R c v l w  T c n l n o r c d :  5 / 1 7 / 8 9  
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COMMENTS ON BILL NO. 658 

B i l l  No. 658 would extend use tax  exemption for spare parts brought on is land 

to  include a f r c r a f t .  Data recefved from Revenue and Taxation indicate ,  up t o  

the month o f  A p r i l ,  a  t o t a l  o f  $9,000 have been col lected I n  used tax  tha t  the 

b l  1  1  would exempt. 
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MAY 2 3 '89 

TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular Session 

Bill No. kTB(C0k) 

Introduced by: J. G. Bamba 9 !  /, 

AN ACT TO AMEND SUBPARAGRAPH (f) OF 
928102 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 128102 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. " 


