
1'EN1]"{ CT]U UK STATE LI]GISI-ATURI]

SECOND RI]CTJLAR SESSION, APzuI,. 201O

.n.,"ilm,"rPK-,,
ACT i0-:)3

I

'2

J

tlT

5

6

7

8

t)

1 n

l l1 t

l 2

I J

l ; !1 T

i 5

t 6

t 7

1 8

l o
t . t

?a

! .1

')')

a a
L . )

AN ACT

l l t ]h: l  amending sect ions 4,9,17 and 20 of  fSL 5- l19 subsecr ion 4,  ers ane,ndet l  by191- 04'  subsect ion 1,2.93-06,subsect ion 1,3-96-01 (4),5-00-27, subsecr io" r ,  tq is-db:; , i  
" '

allci 9-08-01 by increasing the sales tiix, alcoholic anci llever:age tax, irnposing nerv,,rd11i1islatryc
cornpliarce and installment agreemeut, irnposing adclitional penalties, appliJation of the iu'r.c.asc
in the sales tax aucl taxes on alcoholic bever,age tax lo the Delrt iteiie,f'Fr-rncl, ap4 l.r.rr olher.pulposes.

Be it enacted by the Chuuk State Legislarure:

Section. I' Amendment' Section 4 of TSL 5-l i9, subsection 4, as a:nenclecl by CSL. Nos.

191-04, subsectiou, 1.2-93-06, subsection l, 3-96-01, subsection 1 (4), 5-00-27. subsectio' 1

(4)' 5-00-34 and 9-08-01 is further a'rendeclto read as follows:

"section 4. Sales T'ax Iqpositiop. 't'here 
is hereby leviecl a rax on first sale in thc

State o1'Chuuk of all tangible itetus, except gasoline ancl unplocesseci o: unpackagccl

items as follows;

l .  ' l 'obacco 
at the rate of one huncjr.ecl percent (100%) o1. the salcs

price;

2. Cigarettes and cigars;

a) at a rate of two dollar per pack o1.20 cigarettes;

b) at a late of 10 cents per one cigar.ettes:

c) at a rate of l0 cents pel cigar.

3. Iruel taxes;

a) Diesel, kerosene at the rate of ten cenrs($. i0) per galron:

b) Jet A One at the ral.e of ten cents ($,10) per galLon:;

4. a) Luxury items at trre rate of twenty percent (20v'o),f trre

sales price;

b) F'or the purpose of section 4, 'ol-uxnLy items" incrucres but

not limited to, of the following items, except locally producecl items:

(i) Perfumet'y, cosfitetics, and toiletries, inclucl'g c.i'gnc

ainci other toilet,r.vaters, articies o1'pcrlunrery, whether s;rchcts or othelwil;c. trnci

al l  preparatious used a applicarious to lhc hair o{ 'skin, l i l rstrcks.lronraCes. po1vcler

iind otirer toilet preparations not having meclic.inal pr.operties;
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t (ii) Jewelry, ornarnental pieces, including but lot lirnitecl
2 1o rings, necklaces and bracelets macle o1 materials, stones or metals that may or
3 may not be precious, designed for persoriar adornment;

4 (iii) Electronic entertainment devices consis,ting of or
5 lncluding but not limited to radios, stereo, tape, players, compact disc (cD)

6 players, digital video disc (DVD), Media player or Mp3, Mp4, Mps or any
7 lyledia Player upgrades, desk top or laptop or notebook computers or any
8 combinations thereof, whether fbr home, commercial or automotive usage,

9 lelevisions, video cassette recorders or ally combination thereof, ca;.neras, vicjeo

10 or digital cameras ancl camcorders. ancl any kinci of game consoles;

l l 5. All other items at a rate of six percent of the sales price.

12 Section 2' Anrendmeal. Section 9 of TSL 5-119, subseotion 9, as amended by cSL 2-

13 93-06, 5-0a'27, subsection 1 (4) 5-00-34 and 6-01-22is further arnended to read as fullows:

14 "section 9' A tax on sale of alcoholic beverages within the state of Chuuk is

l5 imposed at the following rates:

16 1, Wholesale at the rate of lifty (50%) percent of the se.;ling price;

17 2' Retail at the rate of fifty (50%) percent of the sellipg price;

18 Section 3' Aqtendmer-tt. Section l7 of TSL 5-l 19, subsection 17, as amendeci by CSL 2-

19 94-15, subsection 2.andcst 10-09-13 is further amended to read as fbllows:

20  "sec t ion lz '@.

21 1. Sellers of items listed in Sections 4, 9 wfi 1 0, and prc,vidlers of

22 services listed in section 1l of this Act who knowingly and willfully fails ro

23 collect or timely pay the taxes levied by this Act shall be charged a penalty of five

24 percent (5%) permonth on the balance of the taxes due and unpaid.

25 2' Sellers of items listed in Sections 4, 9 and 1 0 of this Act and

26 providers of services listed in Section 11 oflthis Act, who knowingly, willfully

27 and unlawfully fail to keep and provide to the Department of Administrative

28 Services accurate records and supporting doouments, which recorcl shall be for the

29 period including those taxes not paid for the past t'rve years pursuant to Section 15

30 of this Act shall be guilty of felony and shall, upon conviction, be imprisoned for
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a period of not less than six (6) months but not more than tluee (3) yr:ari; and/or

fined not less than$5,000 for each liscar quarter s'ch lailure occur.s.

3' A cartier violating Sections 11(5) and 16 of this Act shall. be guilty

of a felony and shall upon conviction, be imprisoned for a period of 1ot less thar-r

six (6) months but not more than three (3) years and/or fined not less than $5"000

for each fiscal quarter such failure occurs,

4' Any person, company or corporation who k'owi'gly, wilrfurly,

and unlawfully violates or refuses to comply with any regulation duly issiued by

the Department of Adrninistrative Services fbr the Enlbrcement of this A.ct shall.

upon conviction thereof, be fined not less than $500, or imprisorecl ttr n,ct ffiore

than 90 days, or both. Such penalties are in addition to those which *ray be due

under Subsecrions (l) ttrough (3) and (5),of this Section.

5. Any peison, company or corporation who knowingly and willfully

refuses to permit the examinaiion required by Section 23 of this Act sJrall, upo'

conviction thereof, be fined not less than $5,000, or imprisonecl for not more tharn

one year, or both.o,

6' Interference with aclministration of tax laws. Whoever forciblv or

by bribe, threat or other corrupt practice obstructs or irnpedes or attempts to

obstruct or impede the due ad.ministration of this chapter, upon convicr:ior:rthereof,

shall be fined not less than $500 nor more than $10,000 or imprisoned for not iess

than six months for more tt un on. y.ar, or both such fine and imprisormeRt,

together with costs of prosecution.
. . : :

7 ' False and frauciulent statement.l in addition to snch other liabilities

and penalties as may be prescribed by law or subsections I to 6 of this sec.io',

any individual or person who willfully makes or subscribes ro any ux return,

statement or other document which contains oi is verified by a written rlec.[aration

that it is made under the nelalties of perjqry, ancr which he does not believe to be
.  , - .  ,  : . :  . " , : .  . -  , ,  , .  r  . . .

true and correct as to every material matter or with the intent to evade or dr:feat

the payment or collection of any tax, or knowing that the probable consequences

of this chapter wilt be to wade 
-or 

defeatthe plymgnt or collection or arLy tax.

relnoves, conceals oi releases brope*i on which the levy is authorized or vrhiclr is
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liable fbr payment of tax, or aids or causes the accomplishment of any of the

foregoing, is guilty or a felony and, upon conviction ther.eof , shall be fined not

less than $3,000 but not more than $i0,000, or impr.isoneil not less lhan o'e (1)

year but not more than three (3) years, or both such fine ancl inrprisonrnent.

8' Any perso', company or corporation who knowingl.y, wiilfulry and

unlawfhlly refuses to compry with the final notice of demand to pa;r a*y ana alr

taxes due including interests, its business establishment shall be closed ancl open

only until execution of a closing agreement or instalhnent agreemeot a5 app'oved

by the Attorney General,,,

section 4' A new section is hereby inserted after TSL 5-1 19, subsection 17, as amendecl

by CSL 2-94-15, subsection2,toread as fbllows:

"Section IT- A, 
UU

1' Whendver justified by the circumstances, the Director may enter

into written agreement with any taxpayer wherein the taxpayer aclmjts conclusive

liability for the state amount of taxes due and agrees to rnake rnontir,.y installment

payments thereof according to the temls of the agreement, but not fcr a per.iod

longer than 18 months. The Director shall include, as permitted and as set for.th in

rules and regulations, penalties charge not to exceed the rate set out in section 17.

' 2' The agreetnent provided for in this section shall be id,:ntified as a'

installment agreement, If enterecl into after any court acquires iurisclictiron of the

matter, the agreement shall be part of a stipulatecl order or jucigment rJisposing of

the case.

3' At the time of entering into an installment agreement, the Director

shall require the taxpayer to furnish any form of security as maybe defirred by the

Rules and Regulations, the Director shall cause a notice of lien to be :filers and may

pursue any remedies available to the state. once this installment agr€:ement has

been agreed by the taxpayer and the Director, no penalties shall be imposed

during the period of the agreement unless the taxpayer fails to compll.r,vi.th the

agreement, then the penalty shall be computecl prior to the consummation of the

installment agreement.

4. An installment agreement is cgnclusive as to liability filr paymelt
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of the amount of taxes specified therein, but does not preclude the gssessment of
any additional tax.

5. After entering into an installment agreement, no fuir:her attempts to

enforce payment of the tax shall be made except when, in the judgrnent of the

Director, there are indications that the instalhnents may not be paid. If

installment payments are not made on or before the tirnes specified in the

agreement, if any other conclition containecl in the agreernent is not met, or if the

taxpayer does not pay any other taxes as they fall due, the Director may proceed

to enforce collection of the tax as if the agreement had not been marie or may

proceed against the security furnished as provided in section 6.,,

section 5' A new section is hereby inserted after TSL 5-1 I g, subsection 17, as amended

by CSL 2-94-15, subsectio nZ,toread as follows:

Section 17-B. Compiomisg of taxes; closing agreements.

I . If , after the assessment has been issuecl, the Director has reasonable

doubt as for the taxpayer's liability for payment of the tax, he may comprondse, pur.suant

to rules and regulations implementing the provisions of this section, the-asserted liabilitv

by entering into a written agreement with the taxpayer. Such agreement sha.ll be

. 
identified as a closing agreement, and is subject to the proper approval of the Director

and the Attolney General of the Government of chuuk.

2. If the closing agreement is reached after the couft acquirer; ju.risdiction

of the mattet, it shall be made part of a stipulated order or judgment disposirrg gf the case.

3. As a condition of the closing agreement, the Director may recluire,

pwsuant to rules and regulations that the taxpayer furnish security tbr payment of a1y

taxes due.

4. A closing agreement is conclusive as to the taxpayer,s liability or non-

liability for payment of assessed taxes covering the periods stated in the agreement and,

except upon a showing of fraud, malfeasance, misrepresentation o1. ,on..ulorent of a

materials fact.

a. The closing agreement shall not be nrodifiecl by arry officer,

employee or agent of the government of Chuuk. and

b. In any sui!;,agtion or proceeding, the closing agreemenl. or ally
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determination. assessment, collection, payment, abatement, refuncl or creclit made i'
accordance therewith shall not be annulled, modified, set aside, or disregar.ded.

section 6' section 20 of TSL No. 5-r 19 is hereby amended to reacr as foll'wr;:

"Section 20. Dispositipn of reve-nug: General Fr-rnd. All taxes, penalties

and fines collected pursuant to this Act shall be deposited into the (jeneral Fu'cl

of the state of chuuk. Provided, that any increases in the collection reflected as a

result of the increase of sales, and alcoholic and beverage taxes shall be depositeci

to the Debt Relief Fund.,,

section 7' Eff'ective Dqtg' This Act shall take eff'ect upon approval by the Governor, or
upon it's otherwise becoming law without such approval.

Signed by:

Date:

Signed

Attested to:

House of Representatives
Chuuk State Legislaturr:

s*.

House of Representatives
Chuuk State Legislature

Approved

nut"'ilw 2Z '?tllo

Presl{bnt

Legislature

Song ief Clerk
House Senate

ley W. na
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