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TENTH KOSRAE STATE LEGISLATURE

THIRD REGULAR SESSION, 2012

L.B.No. 10-73.L.D. 1

A BILL FOR AN ACT

To amend Title 9 of the Kosrae State Code by
Value Added Tax; and for other purposes.

BEIT ENACTED BY THE K(

Section 1. Chapter 2 of Title 9 is hereby

/ adding a new Chapter 2 thereto imposing the

SRAE STATE LEGISLATURE

repealed in its entirety.

Section 2. A new Chapter 2 of Title 9 is|hereby added to read as follows:

“Chapter 2. VALUE ADDF[ TAX ACT OF 2012

Subchapter A: Q

Section 9.2101. Short Title.

ene. 1l Provisions

This Chapter may be cited as the “Value Added Tax Act of 20127,

Section 9.2102. Definitions. Whenever
context, or sense otherwise requires:
(D

securing services, cargo inspection services, pr
handling services, and the storage of transportec
include such services supplied directly in connec

imported good.

@)
)

Section 711 of the FSM Unified Revenue Author

“Associate” has the meaning s

“Authority” means the FSM

4

“Capital asset” means an asse

person for use in the person’s enterprise, but does

“Ancillary transport services

used in this Chapter, unless the subject matter,
” means stevedoring services, lashing and
eparation of customs documentation, container
p-ds or goods to be transported, but does not

tion with an aircraft or ship that is a temporarily

et forth in Section 9.2103.

Unified Revenue Authority established under
ity Act.

L, whether tangible or intangible, acquired by a

not include:
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L.B.No. 10-73. L.D. 1

(a) an asset acquired for
course of carrying on an enterprise, whether or
which it was acquired; or
(b)
“CEQO” means the means the

)

731 of the FSM Unified Revenue Authority Act

(6) “Commencement date” mean|
(7) “Consideration”, in relation

amounts:
(a) the amount in money

indirectly, for the supply;

(b)

person, directly or indirectly, for the supply; and

(©

the principal purpose of resale in the ordinary

not the asset is to be sold in the form or state in

consumables or raw maferials.

Ch’z " Executive Officer appointed under Section

s the date that this Chapter comes into force.

to a supply, means the total of the following

paid or payable by any person, directly or

the fair market value ¢f an amount in kind paid or payable by any

any taxes, duties, levies, fees, and charges (including VAT) paid or

payable on, or by reason of the supply, then reduced by any price discounts or rebates allowed

and accounted for at the time of the supply.
(8) “Consumable stores” means:
goods for consumption

(2)

ship; or

20

by passengers or crew on board an aircraft or

f|66
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L.B. No. 10-73, L.D. 1

(b)

goods that are necessar

including fuel and lubricants, but not including

) :
(a) ataxable supply made to
(b) a taxable import undef
person; or
(©)

(10) “Creditable interstate acquisjt

y to operate or maintain the aircraft or ship,

spar: parts and equipment.

“Creditable acquisition”, in relatic a to a taxable person, means:

the person;

FSMC Title 54, Section 9.221, made by the

a creditable interstate a¢quisition of the person.

ion”, in relation to a taxable person, means a

supply made to the person that is a taxable supply under a State VAT law.

(11) “Creditable supply” means a

ax'tle or VAT-free supply.

(12) “Employment” means an employer-employee relationship as determined

under the usual common law rules and includes
unless the office is held as part of a business of af

(13)

“Enterprise ” has the meaning

activities performed as the holder of an office
1 office holder.

set forth in Section 9.2104.

(14) “Exempt supply” means a supply specified in Section 9.2203.

(15) “Exempt use” means the use d

f'goods or services to make an exempt supply.

(16) “Face value”, in relation to a Voucl 1er, means a monetary amount stated on the

voucher (whether visibly, electronically, or other

connected with the voucher by means of a uniqy

..., including when the amount is intrinsically

e identification number or some other means of

linking the voucher with the amount), when the amount represents the value of supplies of goods

66
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or services for which the voucher is redeemablel
(17) “Face value voucher” mean

supply or supplies of goods or services up to the

5 a voucher that entitles the holder to receive a

face value of the voucher.

(18) “Fair market value” has the meaning set forth in Section 9.2106.

(19) “Finance lease” means a |

ease that is treated under generally accepted

accounting principles as a finance lease and i so accounted for by the lessor in its financial

accounts.

(20) "Financial services" means —

(a) granting, negotiating, and dealing with loans, credit, credit guarantees,

and any security for money, including managerent of loans, credit, or credit guarantees by the

grantor;

(b)

transactions concerning

money, deposit and current accounts, payments,

transfers, debts, checks, or negotiable instruments, other than debt collection and factoring;

(c)

transactions relating to

financial derivatives, forward contracts, options

to acquire financial instruments, and similar arrange rents;

(d)

than custody services;

transactions relating to

ghar s, stocks, bonds, and other securities, other

(¢e) management of investmant funds;

®

provision or transfer of ownership of an insurance contract or the

provision of reinsurance in respect of any such cdntract;

4 of|6°,
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(g) provision, or transfer qf ownership, of an interest in a scheme for the
payment or granting of benefits by a benefit|fund, provident fund, pension fund, retirement
annuity fund, or preservation fund,;

(h)  a supply of credit undér a finance lease, if the credit for the goods is
provided for as a separate charge and the charge|is 1 srlosed to the recipient of the goods; or

(i) the arranging of any of fhe services in paragraphs (a) to (h).

(21) “Fishery waters’ has the meaning set forth in FSMC Title 24.

(22) “Fishing vessel” has the mearfing set forth in FSMC Title 24.

(23) “FSM” means the Federated States of Micronesia.

(24) “FSM Unified Revenue Authgrity Act” means FSMC, Title 54, Chapter 7.

(25) “Goods” means real or tangible personal property, but does not include money
or unimproved land.

(26) “Government entity” means —

(a) the National Government of the FSM, including a department, division,
or agency of the Government;

(b) a State, or local government authority, council, or similar body in the
FSM;

(c) a foreign government o political subdivision of a foreign government;
or

(d) a person that has the respor sibility to issue a license, permit, certificate,

5 of b6
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concession, authorization, or other document fo a fee under:

®

(i) a law of the FSM

a law of Kosrae State i

if the license, permit, certificate, concession,

authorization, or other document has effect in Kpsrae State.

(27) "Input tax", in relation to a

creditable acquisition by a person, and includes

person, means the VAT payable in respect of a

an amount that is treated under this Chapter as

input tax payable by the person, but does not include a penalty imposed under this Act, a State

VAT Law, or the Revenue Administration Act in

respect of such acquisition or import.

(28) “Input tax credit”, in relatign to a person, means the credit for input tax

allowed to the person under this Chapter.

(29) “International transport services” means the services, other than ancillary

transport services, of transporting goods or passengers by sea or air —

(a) from a place outside
including, if relevant, any part of the transport
State;
(b) from a place outside the
destination for the transportation; or
(c) from a place within Kos

commenced to a place outside the FSM.

(30) “Inventory” means anything pi

6 of |6

the FSM to another place outside the FSM,

that takes place across the territory of Kosrae

FSM to a place within Kosrae State as the final

re. State as the place where the transportation
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acquired for sale or exchange, and includes any raw materials or consumables used in the
production or manufacturing process and livestack.
(31) “Invoice” means any document providing notice of an obligation to make a
pavment.
(32) “Late payment interest” means interest imposed under Section 9.2903.
(33) “Lay-by agreement” means apurchase agreement for goods under which:
(a) the purchase price is payab'c by at least one additional payment after the
payment of a deposit;
(b) delivery of the goods |takes place at any time after payment of the
deposit; and
(c) ownership of the goods |s transferred by delivery.
(34) “Money” means —
(a) any coin or paper currency that is legal tender in the FSM, other than a
coin or paper currency that is held as a collector’s piece;
(b) a bill of exchange, prom'sory note, bank draft, or postal or money
order; or
(c) whatever is supplied as payment by way of —
(i) credit card or debit|card; or
(it) crediting or debiting an account.

(36) “Net VAT, in relation to a VAT period, means the net VAT payable for the

7 ofl€
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period computed under Section 9.207.

(37) “Output tax” means the VAT

payable in respect of a taxable supply made by a

taxable person and includes an amount that is tr¢ated as output tax under this Chapter.

(38) “Person” means an ind
unincorporated association or other business
subdivision of a government, or Government en
(39) “Phone card” means a card
including electronically, that entitles the holder
face value, and includes a pre-paid Subscriber
card, or a similar item.
(40) “Prescribed” means as set fort
(41) “Recipient”, in relation to a s
supply is made.
(42

“Registered person” means a

(43) “Regulated supply” means a

vidual, company, corporation, partnership,

eni:,, trust, estate, a government, a political
ity.

or similar item in whatever form it is issued,
to receive telecommunications services up to its

Identity Module (“SIM”) card, a rechargeable

h in regulations made under this Chapter.

lpy 17, means the person or persons to whom the

person registered under this Act.

supply occurring in the period commencing six

months before and ending one year after the commencement date.

(44) “Relative” in relation to an individual, means—

(a)

child, of the individual;

(b)

8o

an ancestor, or a descendant of any of the grandparents, or an adopted

an ancestor, or a descendar: >f any of the grandparents, or an adopted

f166
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child of a spouse of the individual; or

(c)

a spouse of the individu

al .+ any person specified in paragraph (a) or (b).

(45) “Revenue Administration Acl” means Kosrae State Code Title 9, Chapter 1

(46) “Revenue law” means:

(a) any Chapter under FSM
(b) a law of the FSM imp
Authority has responsibility for the administratig

a law of Kosrae State oi

(c)

C, Title 54;
0sing a tax or duty if the law provides that the
»n of the tax or duty;

any other State imposing a tax or duty if the law

provides that the Authority has responsibility for the administration of the tax or duty.

(47) “Revenue Officer” means th

732 of the FSM Unified Revenue Authority Act.

e CE D and any officer appointed under Section

(48) “Services” means the provision of work or facilities, or anything that is not

goods, unimproved land, or money.

(49) “State” means a State of the FSM.

(50) “State VAT Law” means a law of a State (other than Kosrae State) imposing

value added tax in that State;

(51) “Supplier”, in relation to a suppl ;. means the person or persons who make the

supply.

(52) “Supply” means a supply of gpods or services.

(53) “Supply of goods” means:

90
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(a) a sale, exchange, or of
OWnEr; or

the lease of goods unde

(b)

her transfer of the right to dispose of goods as

I a finance lease.

(54) “Supvly of services” means anvthing done for an economic purpose that is not

a supply of goods, unimproved land, or money,

ncluding:

r surrender of any right;

the making available ofjar .zcility or advantage;

(a) the grant, assignment, o

(b)

(c) the toleration of any sityation;

(d) the refraining from the doing of any act; or
(e)

or other document by a Government entity.
(55) “Tax fraction”, in relation to

accordance with the following formula —

r/(

the issuing of any license, permit, certificate, concession, authorization,

a taxable supply, means the fraction computed in

+1)

where r is the rate of VAT applicable to the supply : determined under Section 9.2201(1).

(56) “Taxable import” means an
FSMC, Title 54, Chapter 2.
(57) “Taxable person” means:
(a)
)

a registered person; or

import of goods subject to import duty under

a person who is required |to apply for registration but has failed to do so

10 off 6¢
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within the time allowed under Section 9.2301.
(58) “Taxable supply” means:

(a)

(b)

a supply made in Kosrag

(c)

State;

anvthing treated as a taNab'e supply under this Chapter; or

a supply of goods or services made by a person in connection with the

carrying on of an enterprise in Kosrae State to a person for use or consumption in another State,

includes a supply in connection with the commencement or termination of an enterprise, but

does not include an exempt or a VAT-free supply.

(59) “Telecommunications serviq
reception of signals, writing, images, sounds, or
or other electromagnetic systems, and includes:

(2)
transmission, emission, or reception; and

(b)
but such services do not include the supply
information.

(60) “Temporarily imported goods
under FSMC, Title 54, Chapter 2.

(61) “Used goods supplier” means

involves the re-supply of used goods in substanti:

29

es” means the transmission, emission, or

information of any kind by wire, radio, optical,

the related transfer or ass-z'nnent of the right to use capacity for such

the provision of access tp global or local information networks,

pf the underlying writing, images, sounds, or

” means goods temporarily imported into FSM

a taxable person whose enterprise principally

ally he same state as they were in when

‘66
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purchased by the person.

(62) “VAT” means the value added ta: imposed under Section 9.2201.

(63) “VAT-exclusive fair market

value”, in relation to a supply, means the fair

market value of the supnly reduced by an amouit equal to the fair market value multiplied by the

tax fraction.
(64) “VAT-free supply” means a §
(65) “VAT credit note” means a d

Section 9.2802(1).

upply specified in Section 9.2202.

bcument that a supplier is required to issue under

(66) “VAT debit note” means a dgcu.nzut that a supplier is required to issue under

Section 9.2802(3).
(67) “VAT invoice” means a docu
(68) “VAT period” means the cale

(69) “Voucher” means a voucher,

ment required to be issued under Section 9.2801.
ndar month.

stamp, token, coupon, or similar article that can

be redeemed by the holder only for supplies of goods or services, and includes a phone card but

does not include a postage stamp.
Section 9.2103. Associate,

(1) Subject to Subsection (2),

tw. persons are associates if the relationship

between them is such that one may reasonably be expected to act in accordance with the

intentions of the other, or both persons may reaspnably be expected to act in accordance with the

intentions of a third person.

12 of 66
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)

Two persons are not associat

an employee of the other or both persons are en
(3) Without limiting the generali

associates:

(a) an individual and a re
satisfied that neither person may reasonably be
of the other;

(b)

a partner in a partnershi

or together with an associate or associates under

es solely by reason of the fact that one person is
ployees of a third person.

ty of Subsection (1), the following are treated as

lative of the individual, except if the CEO is

exysted to act in accordance with the intentions

p and the partnership, if the partner, either alone

another application of this Section, controls fifty

per cent or more of the rights to income or capital of the partnership;

(c)

exercise of a power of appointment) under the tr

(d)

a trust and a person who benefits or may benefit (including by the

1S,

a shareholder in a company and the company, if the shareholder, either

alone or together with an associate or associate- under another application of this Section,

controls either directly or through one or more interposed persons:

®

fifty per cent or mqre of the voting power in the company;

(i) fifty per cent or mare of the rights to dividends; or

(iii) fifty per cent or mqre of the rights to capital;

(©

associates under another application of this Secti

13 of

two companies, if a person, either alone or together with an associate or

¢n , controls either directly or through one or

66
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more interposed persons—
(@)
(ii) fifty per cent or

or

fifty per cent or more of the voting power in both companies,

ore of the rights to dividends in both companies,

(iii) fifty per cent or miore of the rights to capital in both companies.

(4) In applying Subsections (3)

b), (d), or (e), holdings that are attributable to a

person from an associate are not reattributed to another associate.

Section 9.2104. Enterprise.
(1)

Subject to this Section, an ent
(a)
does not include an employment, or a hobby or |
(b)

services for a fee, including but not limited to th

concession, authorization, or other document for

)

erprise is:

an independent economic activity undertaken for pecuniary profit but

eis e activity; or

an activity of a Governmen: entity that involves the supply of goods or

e service of issuing a license, permit, certificate,

a fee.

Subject to Subsection (4), an enterprise conducted by a taxable person in

branches or divisions is treated as a single enterprise for the purposes of this Act.

(3) A person who conducts an

enterprise in branches or divisions must be

registered in the name of the person and not in the names of the branches and divisions.

(4) A Government entity that is

re-p ived to register under Section 9.2301(5)(b)

and that conducts its enterprise in branches or diyisions may register each of those branches or

14 of 66




o

10

11

12

13

14

15

16

17

18

19

20

L.B.No. 10-73.L.D. 1

divisions as single enterprises for the purposes ¢

)

fthic Act.

If the enterprise of a person is carried on in more than one State, the reference

in this Act to an enterprise of the person is a reference to that part of the enterprise carried on in

Kosrae State.

Section 9.2105. Mixed Supplies.

(1) A supply of a particular kind that is ancillary or incidental to a supply of

another kind (referred to as the “principal suppl
)
services is a supply of goods or a supply of ser?
supply of one of those kinds.
(3) A supply of services does no
is treated as part of the taxable amount of a tax

54, Chapter 2.

Section 9.2106. Fair Market Value.

(D
market value of the supply at that time.

2

particular time under Subsection (1), the fair m

™), is treated as part of the principal supply.

Subject to Subsection (1), regulations may provide that a supply of goods and

ic. s or that a supply of more than one kind is a

l include a supply of services the value of which

able import under Section 9.225 of FSMC, Title

The fair market value of a supply at a particular time is the ordinary open

If it is not possible to determir = the fair market value of a supply at a

arket value is the consideration a similar supply

would ordinarily fetch in the open market at that time, adjusted to take account of the differences

between the similar supply and the actual supply

A supply is similar to another supply if it is

15 af 66
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the same as, or closely resembles, the other supply in character, quality, quantity, functionality,

materials, or reputation.
(3) If the fair market value of 4
(2). the fair market value is the amount determin
(4) If a provision of this Chaptet
at a particular time for particular goods or servi

worked out by reference to the fair market valy

asset, as determined under this Section, at that ti

supply cannot be determined under Subsection
ed by the CEO.

- requires the fair market value to be determined
ces. or for an asset held by a person, that value is
e of a supply of those goods or services, or that

ne.

SUBCHAPTER B: IMPOSITIDN OF VALUE ADDED TAX

Section 9.2201. Imposition of VAT.

(1) Value added tax is imposed at
person.
(2) The amount of VAT payablé
applying the rate specified in Subsection (1) to t}
(3) The VAT payable on a taxab

the taxable person making the supply in accordar

the rate of 10% on a taxable supply by a taxable

in respect of a taxable supply is computed by
1e - zlue of the taxable supply.
le supply must be accounted for to the CEO by

nce with Subchapter H.

(4) Notwithstanding anything contained in any law, the VAT payable by a taxable

person on a taxable supply is recoverable by the

Section 9.2202. VAT-free Supplies

(1) Subject to Subsection (2), the

supplier from the recipient of the supply.

following supplies are VAT-free supplies:

16 of 66




(0'S)

10

11

12

13

14

15

16

17

18

19

20

L.B.No. 10-73,L.D. 1

(a)
(b)
(©)

a supply of internationa

treating temporarily imported goods if the first-1
(i) are wrought into,

the temporarily imported goods; or
(ii)
direct result of being used in the repair, renovati
(d)
Kosrae State, or part of an enterprise in Kosrae
to another registered person if:
(i) all the goods or s
the enterprise or part of the enterprise are suppli
(ii) the transferor carr
(iii) the transferee wil

supplies and will not use the goods or services fq

(iv) the transferor and

an export of goods or services:

| transport services;

a supply of goods in the cyurse of repairing, renovating, modifying, or

meni oned goods:

affixed to, attached to, or otherwise form part of

are consumable stores that become unusable or worthless as a

on, modification, or treatment process; and

a supply of goods or s¢rvices as part of the transfer of an enterprise in

State, as a going concern by a registered person

ervices necessary for the continued operation of
¢d to the transferee;

ies on the enterprise until the day of transfer;

| not carry on the enterprise to make exempt
r private use; and

fransferee agree in writing, on or before the date

of the transfer, that it will be treated as a transfer of an enterprise or part of an enterprise as a

going concern for the purposes of this Act.

(2) A supply of goods is not a VAT-free supply under Subsection (1)(a) if the
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goods have been or will be re-imported into FSM.

3)

at, an address outside FSM and, for this purpose

(a)

(b) the delivery of the good

aircraft supplying international transport servics

of FSM, is considered sufficient evidence that
proof to the contrary.

4

FSM as evidenced by documentary proof accept

Section 9.2203. Exempt Supplies.

ey
)
(1), the supply would be a VAT-free supply.
SUBCHAPTER C

Goods are exported from FSM if the goods are delivered to, or made available

, evidence of

the consignment or deliyery of goods to an address outside F SM; or

s to the owner, charterer, or operator of a ship or
s for the purposes of carrying the goods outside

the goods have been exported, in the absence of

Services are exported from F§M . they are for use or consumption outside the

able to the CEO.

Subject to Subsection (2), a supply of financial services is an exempt supply.

A supply of financial services is not an exempt supply if, but for Subsection

| REGISTRATION

Section 9.2301. Compulsory and Voluntary Iegistration.

(1) A person must apply to the CEO tor registration for VAT:

(a) at the beginning of any
to expect that the person’s VAT turnover for the

(b) at the end of any period

12 month period, if there are reasonable grounds
period will exceed the registration threshold; or

not exceeding 12 months, if in that period the

18 of 66
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person’s VAT turnover for the period exceeds the registration threshold.

(2) The registration threshold is

)

sum of the following amounts:

5100,000.

Subject to Subsection (4), the VAT turnover of a person for a period is the

the value of taxable supplies made by the person in the period;

the value of supplies treated as taxable or VAT-free supplies under a

of the sale of a capital asset of the person is

()
(b)  the value of VAT-free sup;:' s made by the person in the period;
(c)
State VAT Law.
(4)  In determining the VAT turngver for a period:
(a) The value of the following supplies is ignored:
(i) a supply by way
ignored; or

(ii) a supply made so

whole or a part of the person’s enterprise, or

enterprise.
(b) The CEO may treat the
including:
(i) the value of taxabl
and
(ii)

190

ely as a consequence of the person selling the

per nanently ceasing to carry on the person’s

value of taxable supplies made by the person as

e supplies made by an associate of the person;

the value of suppligs made by an associate of the person that are

1166
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treated as taxable supplies under a State VAT Law, if the CEO is satisfied that it is appropriate to

do so having regard to the nature of the enterprises, the way in which the enterprises of both

peisons are carried on, and the connections betw

(5) A person must applv to the

eer. 'he persons and their enterprises.

CEQ for registration, irrespective of whether the

person exceeds the registration threshold, if the person:

carries on an enterprise

(a)

a State VAT Law; or

(b)

(6) A person who is not required

apply for registration if the person makes or
supplies.

(7)

(a) in the case of an applica

CEO within seven days of becoming required to

(b) in the case of an applica

CEO within seven days before the date the p

Kosrae State.

Section 9.2302. Registration.

(1)

in Kosrae State and is a registered person under

is a Government entity ¢arrying on an enterprise.

to apply for registration under this Section may

intends to make taxable supplies or VAT-free

An application for registration must be in the prescribed form and:

tion under Subsection (1), must be filed with the
apply for registration; or
tion under Subsection (5), must be filed with the

erson commences to carry on an enterprise in

The CEO must register a perso; vho has applied for registration if satisfied

that the person is required to apply for registration under Section 9.2301(1) or (5).

20 of 66
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(2) If the CEO is satisfied that 4
has not done so within the time limit specified
person.

(3) The CEO must register a
Section 9.2301(6) if satisfied that:

(a)

(b)

the person is making, o

is carried on;

(c¢) if the person has comme
()
(i) has complied with
(d)

there are reasonable gro

person who is required to apply for registration

in Section 9.2301(7), the CEO may register the

person who has applied for registration under

will make taxable or VAT-free supplies;

the person has a fixed place of business at which the person’s enterprise

need carrying on an enterprise, and the person:

has kept proper re¢ords of its enterprise; and

its obligations under other revenue laws; and

unds to believe that the person will keep proper

records and furnish regular and reliable VAT rettirns.

(4) Subject to Subsection (5), regi

(a)

in the case of a person

stration takes effect:

egistered under Subsection (1) or (2), from the

beginning of the first VAT period after the persgn v 1s required to apply for registration or such

later time as set out in the person’s VAT registra

(b)

out in the person’s VAT registration certificate.

ion certificate; or

in the case of person registered under Subsection (3), from the date set

(5) If a person required to apply for registration has applied within the time

21 of 65
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specified in Section 9.2301(7) and the person hi

18 not been registered by the CEO within the time

period specified in Subsection (4)(a), the person’s registration takes effect from the beginning of

the first VAT period after the person was registe

(6) The CEO must issue a per

registration certificate in the prescribed form.
(7)
(a) the original copy of its

where the person carries on its enterprise; and

(b) a certified copy of the

place at which the person carries on its enterprise.

red.

son registered under this Section with a VAT

A registered person must display, in a conspicuous place:

VAT registration certificate at the principal place

certificate obtained from the CEO at every other

(8) A registered person must nofify the CEO, in writing, of any change in the

name (including business or other trading name), address, place of business, or nature of the

enterprise of the person within 21 days of the chans-e occurring.

)
the CEO must, within seven days after making

the reasons for the decision.

If the CEO decides not to register a person who has applied for registration,

the decision, notify the person in writing stating

Section 9.2303. Cancellation of Registration.

(1) A registered person who ceases to carty on an enterprise or starts to make only

exempt supplies must apply to the CEO in the

registration within seven days of the date on wh

22 of

prescribed form for cancellation of the person’s

i¢h the person ceased to carry on an enterprise.

66




10

11

12

14

15

16

17

18

19

20

L.B.No. 10-73.L.D. |

If the person is a registered person under the Value added tax law of more than one State, the
person is required to apply for cancellation off the person’s registration under this Subsection
only if the person is required to make a similar apy .cation under the State VAT Law of all the
other States in which the person is registered.

(2)  Subject to Subsection (3), a |registered person to whom Subsection (1) does
not apply but who, if they were unregistered, would not be required to apply for registration
under Section 9.2301 may apply to the CEO |in the prescribed form for cancellation of the
person’s registration. If a person is a registered person under the value added tax law of more
than one State, the person can apply for cancellation of the person’s registration under this
Subsection only if the person makes a similar aprlication under the State VAT Law of all the
other States in which the person is registered.

(3) If a person was registered |as a result of an application under Section
9.2301(6), an application under Subsection (2) c4n be made only after the expiration of two years
from the date of registration, unless the CEO perinits an application to be made earlier.

(4) The CEO must, by notice in writing, cancel the registration of a person who
has applied for cancellation if satisfied that the person is required to apply for cancellation under
Subsection (1) or permitted to apply for cancellation under Subsection (2).

(5) The CEO must, by notice in wr.t irg, cancel the registration of a person who
has failed to apply for cancellation of the person/s registration as required under Subsection (1),

if the CEO is satisfied that the person has ceased to carry on an enterprise or started to make only

23 of| 66




10

11

12

13

14

15

16

17

18

19

20

L.B.No. 10-73.L.D. 1

exempt supplies.

(6) The CEO may cancel the rdgistration of a person who does not satisfy the

registration threshold in Section 9.2301(2) if the
(a)

(b) has not filed regular ana

CEO is satisfied that the person:

has not kept proper recards of its business;

reliable VAT returns; or

(c) has not complied with opligations under other revenue laws.

(7)
the notice of cancellation.

(8) A person whose registration
having made a taxable supply of any goods (ot!
the time the registration is cancelled or that have
but only if the person was allowed an input tax
services.

(9) The taxable supply referred
made immediately before cancellation of the
respect of the taxable supply is the amount of
acquisition or import of the goods.

(10) If a person’s registration is car

immediately cease to h

(a)

including any documentation used by the person;

24 0

The cancellation of a person’§ registration takes effect from the date set out in

is cancelled under this Section is treated as
er than capital goods) that are either on hand at
been subsumed into goods on hand at that time,

credit on acquisition or import of the goods or
to in Subsection (8) is treated as having been
persin’s registration and the VAT payable in

the Input tax credit allowed to the person on

rcelled under this Section, the person must:

bld out that the person is a registered person,

e
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(b) file a final VAT retuin

and pay all VAT due, including the VAT referred

to in Subsection (9), within 15 days after the date of cancellation of the person’s registration; and

(c)

certified copies thereof, to the CEO.

immediately return the person’s VAT registration certificate, and any

SUBCHAPTER L: 3UPPLIES

Section 9.2401. Time of a Supply.

(1)  Subject to this Act, a suppl

(a) the date on which the
(b) the date on which any
is made.
(2) A supply between associatep
(@) in the case of goods, o
(b)
complete.

A supply of goods under 3 fi

of the lease,

(4) A supply of goods by mean

operated by a coin, note, or token occurs on th

machine, meter, or other device by or on behalf

(5) Ifservices are supplied:

of goods or services occurs on the earlier of:

invoice for the supply is issued; or

payment (including part payment) for the supply

or by way of a gift occurs:

1 the date the goods are delivered; or

in the case of services, on .he date the performance of the services is

nance lease occurs on the date of commencement

s of a vending machine, meter, or other device

¢ date the coin, note, or token is taken from the

f the supplier.
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(a)
(b) progressively under a
payments,
then the supply of services (referred to as the °
successive supplies of services cotresponding t

agreement, or as determined by law, and each

by way of a lease of goods (other than a finance lease); or

1 airement or law that provides for periodic

factual supply™) is treated as a series of separate,
» the successive parts of the period of the lease or

successive supply is treated as occurring on the

earlier of the date on which the payment for thaf part of the actual supply is due or received.

Section 9.2402. Supplies in Kosrae State.

(1) A supply of goods occurs in
available by the supplier in the State or,

transportation, the goods are in Kosrae State wh

)

Kosrae State if the goods are delivered or made
if I: delivery or making available involves

=n the transportation commences.

Subject to this Section, a supply of services occurs in Kosrae State if the place

of business of the supplier from which the servides are supplied is in Kosrae State.

(3)  The supply of the following sérvices occurs in the State if the recipient uses or

obtains the advantage of these services in Kosrac

(a)
trademark, or similar right;
(b)
the processing of data or supplying information,

(©

an advertising service;

26 of

State:

a transfer or assignment of, or grant of a right to use, a copyright, patent,

the services of a consultas: engineer, lawyer, architect, or accountant,

I any similar service;
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(d) the toleration of any sity
(e) the supply of personnel;
(f) the service of an agg

Subsection.

ation or the refraining from the doing of any act;
or

nt in procuring a service described in this

(4) A supply of transportation senvices occurs in Kosrae State if the transportation

commences in Kosrae State.

(5) A supply of services in connegti- . with real property occurs in Kosrae State if

the real property is located in the State.

(6) A supply of services consisting of the issuing of a license, permit, certificate,

concession, authorization, or other document
certificate, concession, authorization, or other do
(7) A supply of telecommunicatic

who initiates the supply is physically in Kosrae §

occurs in Kosrae State if the license, permit,
cument is issued in Kosrae State.
ons services occurs in Kosrae State if the person

State at the time the supply is initiated, including

when the person initiates the supply on behalf of|another person.

(8)
because it is impractical for the supplier to det
initiates the supply due to the type of service

belongs, the supply occurs in Kosrae State if th

supply for receiving invoices from the supplier is

)

If a supplier of telecommunic*ans services cannot apply Subsection (7)

ermine the physical location of the person who
or the class of customer to which the person
e billing address of the person who initiates the

in Kosrae State.

If Subsection (8) applies, the qupplier must apply the Subsection to all
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supplies of telecommunications services made f
(10) Subsections (7) and (8)

telecommunications suppliers.

(11) For the purposes of Subsecti

or that type of service or class of customer.

do not apply to supplies made between

ons [ 7) and (8), the person who initiates a supply

of telecommunications services is the person who —

(2)

(b) pays for the services; or

(©)

contracts for the supply,

controls the commencement of the supply;

and if persons are identified under more than one paragraph for the same supply, the person who

initiates the supply is the person who appears in

highest listed paragraph.

(12) The billing address of a person who initiates a telecommunications supply is:

(a)
(b)
®
or
(i)
initiates the supply undertakes an enterprise or o

Section 9.2403. Value of a Supply.

(1)  Subject to this Section:

(a)

in the case of any

the address to which invioic 2 for the supply are mailed; or
if invoices are not mailed then

in the case of an individual, the place where the individual resides;

other person, the place where the person who

ther activity.

the value of a taxable supy: + raade by a taxable person is the
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consideration for the supply reduced by an amgunt =qual to the consideration multiplied by the

tax fraction; and

(b)
(2)  The value of a taxable supply|
is not a registered person for no consideration

market value of the supply is the VAT-exclusiy

the time of the supply.

the value of any other suipply is the consideration for the supply.

made by a registered person to an associate who
or for a consideration that is less than the fair

e fair market value of the supply determined at

(3) The value of a taxable supply|under a finance lease is:

if the lessor and lessee

()

cost or value of the asset (excluding VAT) in the
(b)

commencement of the lease.
4)

for no consideration is zero.

Section 9.2404. Application of Goods to

are not associates and an amount is stated as the

lease agreement, that amount; or

in any other case, the VAT-exclusive fair market value of the asset at the

Except as provided in this Chapter, the value of a supply of goods or services

Private or Exempt Use.

(1) An application of goods or s¢

private or exempt use is a taxable supply of the

rvices by a taxable person wholly or partly to a

g8 or services, but only if the taxable person

has been allowed an input tax credit in respect of the acquisition or import of the goods or

services, or that part of the goods or services is applied to a private or exempt use.

)

29 of

A taxable supply referred to ir] Subsection (1) occurs on the date the goods or

[ 66




10

11

12

13

14

15

16

17

18

19

20

L.B.No. 10-73.L.D. 1

services are first applied to private or exempt us
(3) Subject to Subsection (4), th

in Subsection (1) is the amount of the input tz
acquisition or import of the goods or services.
(4)

the amount determined under Subsection (3) i
which the goods or services were not so applied
Section 9.2405. Lay-by Sales.

(1)

delivered to the purchaser.
2)

the purchaser or recovers any amount owing by
(a)

the time of cancellation; and

(b) the value of the supply:

(1)

c.
¢ VAT payable on the taxable supply referred to

x credit allowed to the person in respect of the

If only part of the goods or gervices were applied to a private or exempt use,

5 re diced by an amount reflecting the extent to

A supply of goods under a lay-by agreement occurs on the date the goods are

If a lay-by agreement is candelled and the seller retains any amount paid by

the purchaser under the agreement, then:

the cancellation of the dgreement is a supply of services by the seller at

if the seller is a taxable person at the time of the cancellation, is the

amount retained or recovered by the seller reducgd by an amount equal to the amount retained or

recovered multiplied by the tax fraction; or

in any other case,

(ii)

the amount retained or recovered by the seller.

Section 9.2406. Rights. Options, and Vouchers.

30 o1 66
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(1) Ifaright or option is exerciséd, the consideration for the supply on exercise of
the right or option is limited to the additionjal consideration (if any) for the supply or in
connection with the exercise of the right or optign.

(2) The issue of a voucher is not a supply if the voucher:

(a) entitles the holder to feceive supplies of goods or services up to a
monetary amount on redemption of the voucher; and
(b) isissued for a consideration in money.

(3) If a voucher referred to in Su1rsecti0n (2) is redeemed for a supply of goods or
services, the value of the supply includes the consideration for the voucher.

4) If:

(a) ataxable person issues g v cher for no consideration; and

(b) the voucher entitles the holder to a discount on the price of goods or
services supplied by another person, then the value of the supply of goods or services includes
the monetary value of the voucher reduced by an amount equal to the monetary value multiplied
by the tax fraction.

(5) A taxable person is entitled {o an input tax credit in respect of any amount
paid to a supplier in respect of the redemption by the supplier of a voucher referred to in
Subsection (4).

(6) The amount of the input tax ce.li referred to in Subsection (5) is the amount

paid to the supplier multiplied by the tax fraction

31 0f 66
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(7) The supply of telecommunic
acquired in Kosrae State that can be used eithet
calls are made with the card.

Section 9.2407. Used Goods. The valu
used goods purchased from a person who is not
the same state as they were in when purchased

according to the following formula -

atiuc » services through the use of a phone card

in or outside FSM occurs at the time the phone

> of a taxable supply by a used goods supplier of
a taxable person and re-supplied in substantially

by the supplier is equal to the amount computed

(A-B)>.C

where:

A is the consideration for which the goods are supplied by the used goods supplier;

B is the consideration for which the goods ere acquired by the used goods supplier; and

C 1s the tax fraction.

Section 9.2408. Services Acquired by a Branch in Kosrae State.

M

If a taxable person carries on

an enterprise both in Kosrae State and outside

the FSM, that part of the enterprise carried on by the taxable person in Kosrae State (referred to

as the “Kosrae State enterprise”) is treated as if|it vere an enterprise separate from that part of

the enterprise carried on by the taxable persdn cutside FSM (referred to as the “overseas

enterprise”).

(2) An internal provision of services from the overseas enterprise of a taxable

person to Kosrae State enterprise of the person is|treated as a taxable supply made by the taxable

32 of
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person, but only to the extent that the taxable pérson would not have been entitled to a credit for

in a creditable acquisition.

(3)

the full amount of input tax that would have been payable if the person had acquired the services

An internal provision of services treated as a taxable supply under Subsection

(2) is treated as having been made at the time tlie services were performed by the overseas

enterprise for a value equal to the fair market value ¢ t'the services provided.

Section 9.2409. Reverse Charge on Acquisition of Foreien Services.

() If:
(a) aperson makes a supply
and
(b) the supply is not made i
State; and
(c) the supply would have

Kosrae State,
then the supply is treated as a taxable supply ma
extent the recipient would not have been entitl

payable if the recipient had acquired the services

of services to a taxable person in Kosrae State;

n the FSM under the value added tax law of any

beey a taxable supply if it had been made in

e by the recipient of the supply, but only to the

ed to a credit for the full amount of input tax

in a creditable acquisition.

(2) A supply treated as a taxable supply made by the recipient of the supply under

Subsection (1) is treated as having been made at

equal to:

330

he time the services were performed for a value
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(a) if the supplier and recipient are associates, the fair market value of the
taxable supply; or
(b) in any other case, the amowi. determined under Section 9.2403(1)(b).

SUBCHAPTER E: POST-SALE ADJUSTMENTS

Section 9.2501. Post-sale Adjustments Relating to Changes to a Supply.

(1)  This Section applies if:

(a) asupply is cancelled;

(b)  the nature of a supply is fundamentally varied or altered;

(c) the consideration for a supply is altered; or

(d) the goods (or part ther¢of ‘he subject of a supply are returned to the
supplier.

(2) If this Section applies and the VAT properly chargeable in respect of the
supply exceeds the VAT actually accounted for by the supplier, the supplier must treat the
amount of the excess as output tax payable on a ftaxable supply made by the supplier in the VAT
period in which the event referred to in Subsection (1) occurred.

(3) If Subsection (2) applies and the supplier has issued a VAT debit note to the
recipient of the supply in accordance with Sectidn 9.2802, the recipient must treat the additional
VAT specified in the debit note as input tax payab= on a taxable supply made to the recipient in
the VAT period in which the debit note is received.

(4) Subject to Subsection (6), if this Section applies and the VAT actually
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accounted for by the supplier exceeds the VAT

properly chargeable in respect of the supply, the

supplier is allowed an input tax credit for the amount of the excess in the VAT period in which

the event referred to in Subsection (1) occurred.

(5) If Subsection (4) applies and

the supplier has issued a VAT credit note to the

recipient of the supply in accordance with Sectipn 9.2802, the recipient must treat the additional

VAT specified in the credit note as output tax pgyable on a taxable supply made by the recipient

in the VAT period in which the credit note is recgivad.

(6) If the recipient of a supply to
input tax credit is allowed under that Subsection

the recipient of the supply, whether in cash o

supplier by the recipient.

wh .h Subsection (4) applies is unregistered, no
until the supplier has repaid the excess VAT to

- as a credit against any amount owing to the

Section 9.2502. Post-sale Adjustment for Bad Debts.

(1) Subject to Subsection (3), if
payable on a taxable supply made by the person
the supply is subsequently treated in the accoy
allowed an input tax credit for the amount of ot
the supply that corresponds to the amount of the
(2) Aninput tax credit under Subs

(a) the date on which the b

taxable person; or

35 o

a taxable person has accounted for output tax
and the whole or a part of the consideration for
it of the person as a bad debt, the person is
Itpus tax accounted for to the CEO in respect of
debt treated as bad.

ection (1) arises on the later of:

ad debt was written off in the accounts of the

if A&
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(b)

twelve months after the end of the VAT period in which the output tax

was accounted for to the CEO by the taxable pefson in respect of the supply.

If the recipient of a taxablg

€)

supply to which Subsection (1) applies is a

registered person that is still in existence at the|time the input tax credit arises under Subsection

(2), the credit is allowed only if the supplier issyies » % AT credit note in accordance with Section

9.2802 to the recipient specifying the amount ¢f the bad debt claimed computed in accordance

with Subsection (1).

(4)

The recipient of a taxable

supply issued with a VAT credit note under

Subsection (3) must treat the amount of VAT specified in the credit note as output tax payable by

the recipient on a taxable supply made in the VAT period in which the credit note was received.

)

If an amount in respect of which an input tax credit has been allowed in

accordance with Subsection (1) is, at any time, whclly or partly recovered by the taxable person,

the taxable person is treated as having charged qutp .t tax in respect of a taxable supply made by

the person during the VAT period in which the

bad debt is wholly or partly recovered, being an

amount of output tax computed according to the following formula:

AxB
€
where,
A is the amount allowed as a credit under Sybsection (1),
B is the amount of the bad debt recovered; anc
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C is the amount of the bad debt written off]
(6) If:

(a) Subsection (1) has appl

the “original taxable supply”); and
(b) Subsection (5) applies

taxable supply has recovered from the recipient
(c) the recipient of the origi

time of the original taxable supply and at t

Subsection (5), then the supplier must issue a V.

to the recipient stating the amount of output ta

ied in respect of a taxable supply (referred to as

to an amount that the supplier of the original
of the original taxable supply; and

nal taxable supply was a registered person at the
he time of the deemed taxable supply under
AT debit note in accordance with Section 9.2802

K 1c;.rred to Subsection (S5) and the recipient is

allowed an input tax credit for that amount to th¢ extent that the original taxable supply was used

by the recipient to make taxable supplies.

SUBCHAPTER F: INPUT TAX CREDITS

Section 9.2601. Input Tax Credits.

(1) Subject to this Chapter, if all
VAT period are creditable supplies, the person is
creditable acquisitions by the person during that

(2) Subject to this Chapter, if nd

the supplies made by a taxable person during a
allowed a credit for all the input tax payable on
veriod in making those supplies.

ne of the supplies made by a taxable person

during a VAT period are creditable supplies, the person is not allowed any credit for the input tax

payable on creditable acquisitions by the person d

luring that period.
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(3) Subject to this Chapter, if a t
determined as follows:

(a) if a creditable acaquisit
creditable supplies, an input tax credit is allow
respect of the acquisition; or

(b)
supplies that are not creditable supplies, no input
respect of the acquisition; or

(c) if a creditable acquisiti
indirectly, partly to making creditable supplies i

the input tax credits allowed for such acquisition

to the following formula —

if a creditable acquisitior

axable person makes both creditable and other
supplies during a VAT period, the input tax credits allowed to the person for that period are
ion bv the person relates wholly to making

ed for the full amount of input tax payable in

by the person relates wholly to making

tax credit is allowed for the input tax payable in

on by the person relates, whether directly or
and partly to making other supplies, the sum of

5 during the VAT period is calculated according

AXB
d
where —
A is the total amount of input tax payable in respect of creditable acquisitions made by the

person during the period, less the input tax accou

nted for under Subsections (a) and (b);

B is the value of all creditable supplies made by the taxable person during the period; and

C is the value of all supplies made by the taxable person during the period in Kosrae State.

38 off
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4)
(a)

If the fraction ®/c in Subsection (3)(c) for a VAT period —

is more than 0.90, the taxable person is allowed an input tax credit for all

of the input tax comprising component A of the formula in Subsection (3)(c); or

(b)

is less than 0.10, the taxable person is not allowed any input tax credit

for the input tax comprising component A of the for-1ula in Subsection (3)(c).

(5§) The amount of input tax allow

creditable interstate acquisition is limited to the

credit if the creditable interstate acquisition werg
9.2201.
If a taxable person is a finang

(6)

supplies, Subsection (3)(c) does not apply and

ed as a credit under this Section in respect of a
input tax that would have been allowed as a

subject to the rate of VAT specified in Section

ial institution making both creditable and other

the amount allowed as an input tax credit for

creditable acquisitions that relate partly to the meg ng of creditable supplies and partly to the

making of other supplies is determined in accords
(7) Subject to Subsection (8), an if

(a) in the case of creditable ¢

time of the taxable import as determined under C
(b) in the case of any other

in respect of which the creditable acquisition rela

If, at the time a taxable perso

)

ince with the regulations.

nput tax credit is allowed:

icquisition that relates to a taxable import, at the
hapter 2 of FSMC Title 54; or

creditable acquisition, at the time of the supply
tes.

n furnishes a VAT return for a VAT period in

which an input tax credit would otherwise be allop. .i'12 under this Act, the person does not hold
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the documentation referred to in Subsection (9),
period but instead is allowed in the first V
documentation.
(9) The documentation required fg
(a) in the case of a creditab
bill of entry or other document prescribed under (
(b)
under the relevant State VAT Law for the taxableg
(¢) in the case of any other

taxable supply to which the acquisition relates;

(d)

in the case of an input ta;

the input tax credit is not allowed in that VAT

A} period in which the person holds such

1 the purposes of Subsection (8) is:
le acquisition that relates to a taxable import, a

Chapter 2 of FSMC Title 54 for the import;

in the case of a creditahle interstate acquisition, a VAT invoice issued

supply to which the acquisition relates;

crrditable acquisition, the VAT invoice for the

x credit allowed in respect of input tax treated as

payable under Section 9.2501(3) or 9.2502(6), the VAT debit note required to be issued under

those sections;
(e) in the case of an input
copy of the VAT credit note issued to the recipiey
(f) in the case of an input
copy of the debt written off in the taxable person
(10) Whether a creditable acquisit

particular kind of supply is determined on the bz

of the acquisition, but the taxable person may tak

40 0

tax credit allowed under Section 9.2501(4), a
1t of the supply; or

tax credit allowed under Section 9.2502(1), a
S ¢ counts,

on made in a VAT period relates to making a
isis of the taxable person’s intention at the time

E account of actual use or a change in intention
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that occurs before the date on which the VAT return for that period is required to be furnished.

Section 9.2602.

Input Tax Credit for Newly Registered Person. Subject to this Act, a

taxable person may claim, in the first VAT retur
accordance with Sections 9.2601 and 9.2603 for
date of registration for the purpose of making cr¢

)
person held the goods as inventory;

(2) the inventory was acquired h
person;

(3) the creditable acquisition occu
of registration; and
the person can provide docut

4)

input tax has been paid on the creditable acquisit

1 of the person, an input tax credit determined in
the input tax paid in respect of goods held at the

ditable supplies, if:

at the end of the last day before the date of the person’s registration, the

y the person in a creditable acquisition by the

irred no more than four months prior to the date

mentary evidence satisfactory to the CEO that

on.

Section 9.2603. Denial of Input Tax Credits.

(1) No input tax credit is allowdd cnder this Chapter for input tax payable in

respect of a creditable acquisition by a taxable person:

(a)

For a passenger vehicl

services for such vehicle, unless the person’s ent

€, Or spare parts or repair and maintenance

erprise involves the dealing in, or hiring of such

vehicles and the vehicle was acquired for such purpose.

(b) For petroleum products,

tinless those products are wholly for use in the
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enterprise of the person.
(c)
unless:
(i)  the entertainment
carried on by the person to provide the entertai

an associate or employee; or

(ii)

To the extent that the

acquisition is used to provide entertainment,

we., srovided in the ordinary course of enterprise

nment and the entertainment was not supplied to

the entertainment was provided while the recipient of the

entertainment was away from home for the plirposes of the enterprise of the recipient or the

recipient’s employer.
(d) To the extent

accommodation, unless:

()

to which the acquisition is

used to provide

the person’s enterprise involves providing accommodation and the

accommodation was provided in the ordinary colirse of the enterprise; or

the accommodati

(i)

on was provided while the recipient of the

accommodation was away from home for the purposes of the enterprise of the recipient or the

recipient’s employer; or

(e)

if the acquisition provides membership or entrance for any person in a

sporting, social, or recreational club, association,|or society.

2)

for a creditable acquisition that is an exception to

42 of

Section 9.2601 applies in determining whether an input tax credit is allowed

the denial of input tax credits under Subsection
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(2)(a), (b), (c), or (d).
(3) A passenger vehicle is a road

nine or fewer seated passengers.

vehicle designed or adapted for the transport of

SUBCHAPTER G: NET VAT PAYABLE

Section 9.2701. Computation of Net VA

T Payable.

(1
the net VAT payable for the period computed ac
A

where —
A is the total output tax payable in respec
Chapter as having been made by the person in th
B is the total input tax credit allowed to the
)

taxable person in a VAT period in respect of a cr

(a)

component A of the formula

The amount that a taxable peyson must remit to the CEO for a VAT period is

cording to the following formula:

1B

t of taxable supplies made or treated under this
¢ period; and

person under this Chapter for the period.

If the equivalent in a State VAT Lgw of Section 9.2501 of this Chapter applies to a

editable interstate acquisition —

in Subsection (1) for the period includes any

output tax treated as payable in the period by the person under the equivalent in the State VAT

Law of Section 9.2501(5) of this Chapter in resp

(b)

component B of the formula

scu < . the acquisition; or

in Subsection (1) for the period includes any

input tax treated as payable in the period by th¢ person under the equivalent in the State VAT

Law of Section 9.2501(3) of this Chapter in resp

¢ct of the acquisition.
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3)

Subsection (2)(b) applies only if the taxable person has a VAT debit note

issued the relevant State VAT Law in respect oflthe adjustment.

(4) If the equivalent in a State

applies to a taxable person in a VAT period in re
(a)

any output tax treated as payable in the period

VAT Law of Section 9.2502 of this Chapter
spect of a creditable interstate acquisition:

component A of the fofmula in Subsection (1) for the period includes

by tae person under the equivalent in the State

VAT Law of Section 9.2502(4) of this Chapter ip respect of the acquisition; and

(b)

any input tax treated as payable in the period

component B of the formula in Subsection (1) for the period includes

by the person under the equivalent in the State

VAT Law of Section 9.2502(6) of this Chapter in respect of the original acquisition.

Section 9.2702. Refunds.
(1)  Subject to Subsection (3), if]
allowed to a taxable person exceeds the person’s
(a) the excess is carried foi

following VAT period and any amount of the ex
to the next following VAT period and allowed as
(b) any amount of the exc

written application by the person, refunded to the
2

If a taxable person has an ex

Section for more than one VAT period, the exces

44 o

for any VAT period, the total input tax credit
total output tax for the period:

w.u:] and allowed as an input tax credit in the
tess not credited in that period is carried forward
an input tax credit in that period; and

ess not credited under paragraph (a) is, upon
person.

cess input tax credit carried forward under this

s credit of the earliest VAT period is allowed
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first.

3)
are a regular feature of the taxable person’s
writing, refund the excess within 45 days after
period.

)

A taxable person who has er]

If the excess referred to in Supsection (1) is due to excess input tax credits that

enterprise, the CEO must, upon application in

the ,serson has furnished the VAT return for the

oneously overpaid VAT for a VAT period may

apply, in writing, to the CEO for an input tax credit in the amount of the overpayment.

(5) Ifthe CEO is satisfied that an

application has been properly made by a taxable

person under Subsection (4), the CEO must allow the person an input tax credit in the VAT

period specified by the CEO for the amount of the overpayment.

(6) An application under Subsectio. (4) must be made within 6 years from the

date of the overpayment.

SUBCHAPTER H: VA

Section 9.2801. VAT Invoices.

(1) A registered person making

' DOCUMENTATION

a taxable supply to another registered person

must, at the time of the supply, issue that othef person with the original VAT invoice for the

supply.
(2) A VAT invoice must contain

(a)

(b)

the words “VAT INVOIC:

the following particulars:

in a prominent place;

the name, address, and Tlaxpayer Identification Number of the supplier;
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(c) the name, address, and Tar pyer Identification Number of the recipient;

(d) the individualized serial number and the date on which the VAT invoice
is issued;

(e) the descrintion of the goods (including quantity or volume) or services
supplied and the date on which the supply was made; and

(f) the consideration for théj supply and the amount of VAT charged.

Section 9.2802. VAT Credit and Debit Notes.

(O If:
(a) a registered person (ref%erre-‘. to as “the supplier”) has made a taxable
supply to another registered person (referred to as “the recipient”);

\
(b) at the time of the supply, the supplier has issued an original VAT
\

invoice to the recipient; '
(c) Section 9.2501 or 9.250:‘5 applies to the supply; and
(d) the amount shown on the invoice as the VAT charged exceeds the VAT
properly chargeable in respect of the supply or Section 9.2502(4) applies to the supply,
then the supplier must provide the recipient with an criginal VAT credit note.
(2) A VAT credit note must contain tie following particulars:
(a) the words “VAT CREDIT NOTE” in a prominent place;

(b) the name, address, and Taxpayer Identification Number of the supplier;

(c) the name, address, and Taxpayer Identification Number of the recipient;

46 of 66
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the individualized serial

(d)

note is issued;

(e)

number and the date on which the VAT credit

a brief description of the circumstances giving rise to the issuing of the

VAT credit note. including information sufficient to identify the taxable supply to which the

VAT credit note relates;

(f) if Section 9.2501(1)(a),
the VAT invoice for the supply, the correct amg
those two amounts, and the amount of VAT that

€y

in any case when para

(¢). or (d) applies, the consideration shown on
unt of the consideration, the difference between
relates to the difference; and

graph (f) does not apply, the VAT originally

payable, the VAT payable as a result of the circumstances giving rise to the issuing of the VAT

credit note, and the difference between those am
3) It
(a) a registered person (refi

supply to another registered person (referred to a
(b) at the time of the sup
invoice to the recipient;

(c)
(d)

punts.

errd to as “the supplier”) has made a taxable
s “U'.e recipient”);

ply, the supplier has issued an original VAT

Section 9.2501 or 9.2502 applies to the supply; and

the VAT properly chargeable in respect of the supply exceeds the

amount shown on the invoice as the VAT charared or Section 9.2502(6) applies to the supply,

then the supplier must provide the recipient with

47 o

an original VAT debit note.
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(4) A VAT debit note must contain the following particulars -

(a) the words “VAT DEBIT|

(b) the name, address, and T

(¢) the name, address, and T

(d) the individualized serial
note is issued;

(e)

VAT debit note, including information sufficient

debit note relates;

®

the VAT invoice for the supply, the correct amo

if Section 9.2501(1)(a),

NOTE” in a prominent place;
ax pwyer Identification Number of the supplier;
axpayer Identification Number of the recipient;

number and the date on which the VAT debit

a brief description of the circumstances giving rise to the issuing of the

to identify the taxable supply to which the VAT

(c), or (d) applies, the consideration shown on

u:-i »f the consideration, the difference between

those two amounts, and the amount of VAT that relates to the difference; and

(2)

in any case when paragraph (f) does not apply, the VAT originally

payable, the VAT payable as a result of the circimstances giving rise to the issuing of the VAT

credit note, and the difference between those amTunts.

Section 9.2803. VAT Documentation Issued by or to Agents.

(1) If a taxable supply is made b)j. or to an agent on behalf of a principal and both

the agent and principal are registered persons, aIle VAT invoice, VAT credit note, or VAT debit

note required to be issued by or to the principal may e issued by or to the agent, using the name,

address and Taxpayer Identification Number of t}

|
1e agent.
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(2) If a taxable supply is made by or .0 an agent on behalf of a principal and the

principal is a registered person but the agent is not, any VAT invoice, VAT credit note, or VAT

debit note required to be issued by or to the principal may be issued by or to the agent, but using

the name, address and Taxpaver Identification Number of the principal.

€)

If a taxable supply is made by or to an agent on behalf of a principal, any

VAT invoice, VAT credit note, or VAT debit note required to be issued under this Act can be

issued once only and must not be issued by or to

both the agent and the principal.

(4) A VAT invoice, VAT credit not:, or VAT debit note issued by or to an agent

in accordance with this Section is treated as issued Ly or to the principal, as the case may be, for

the purposes of the Act. |

Section 9.2804. Requests for VAT Documentation.

(1) A taxable person who, for any reason, has not been issued with an original

VAT invoice, VAT credit note, or VAT debit note as required under this Act may make a written

request to the supplier to issue the document.
(2) A request under Subsection (1

(a) inthe case of a VAT inv

(b) in the case of a VAT c1
the date of the event under Section 9.2501 or 9.2

note relates.

(3) A registered person receiving

) must be made —
oi~» within 60 days of the date of the supply; or
edit note or VAT debit note, within 60 days of

502 to which the VAT credit note or VAT debit

a request under Subsection (1) must comply
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with the request within 14 days of receiving the f

equest.

Section 9.2805. Maintenance of VAT Documentation.

(1)
supply, or one original VAT credit note or VAT
9.2502, but a copy clearly marked as such may

have lost the original.

A registered person must issiie only one original VAT invoice for a taxable

debit note for an event under Section 9.2501 or

be provided to a registered person who claims to

(2) A person must not issue a VAT invoice, VAT credit note, or VAT debit note

other than in the circumstances specified in this Act.

(3) The following documents mu

(a)

invoices, VAT credit notes, and VAT debit notes

(b)

|

issued by the person; |
(c) documentation relating t

and

in relation to all servic

(d)

sufficient written evidence to identify the suppli

st be maintained by a registered person for the

original or unaltered copies issued under Subsection (1) of all VAT

received by the person;

a copy of all VAT invoic:s, VAT credit notes, and VAT debit notes

o imports and exports of goods by the person;

es to which Section 9.2408 or 9.2409 apply,

er and the recipient, and to show the nature and

quantity of services supplied, the time of supply, the place of supply, the consideration for the

supply, and the extent to which the supply has be

en used by the recipient for particular purposes.
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(4) The documents referred to |

chronological order.

in Subsection (3)(b) must be maintained in

|
SUBCHAPTER I: YA PROCEDURE

Section 9.2901. VAT Returns. A ta
prescribed form and manner, for each VAT perig

Section 9.2902. Due Date for Payment o

xable person must file a VAT return, in the
d within 15 days after the end of the period.

f VAT.

(1) The net VAT payable by a ta;
due date for furnishing the VAT return for that p
(2) The liability for VAT arises b
on the CEO making an assessment of the VAT d

Section 9.2903. Late Payment Interest

(1)

xable person for a VAT period is payable by the
eriod.
y operation of this Section and does not depend

uc.

A person who fails to pay the net VAT payable for a VAT period on or before

the due date for payment is liable for late payment interest at the rate of six percent per annum on

the amount unpaid calculated from the date th:
made.

(2) Late payment interest paid by
to the person to the extent that the principal am
have been payable.

3)

interest.

c payment was due to the date the payment is

a person under Subsection (1) must be refunded

hunt to which the interest relates is found not to

Late payment interest payahle .nder this Section is calculated as simple
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(4) Late payment interest payable

un.:2r this Section is in addition to any penalty

imposed under this Subchapter J or any sanction imposed under Subchapter K in respect of the

same act or omission.

(5) Late payment interest payable
taxpayer for the purposes of Subchapters D and
Code.

Section 9.2904. Self-assessments. A reg

petiod is treated as having made a self-assessme
period as specified in the return. The VAT ref
notice of the self-assessment served by the CE(
filed.

Section 9.2905. Assessment of Recipient

under this Section is treated as tax payable by a

E of Chapter 2, and Title 9 of the Kosrae State

istered person that files a VAT return for a VAT
nt o " the net VAT payable by the person for the
urn filed by a registered person is treated as a

D on the person on the date that the return was

of a Supply.

(1) If a taxable person has, in co
recipient of a supply, incorrectly treated the supp
an exempt supply; or

(a)

(b) a VAT-free supply,

nsequence of misrepresentation or fraud by the

ly as:

then the CEO may assess the recipient of the supply for payment of the VAT due in respect of

the supply and any late payment interest and pe

the VAT.

)

nalty imposed as a result of the late payment of

The CEO must serve notice of an assessment under Subsection (1) on the
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recipient specifying:
(a) the reason for the assessment as provided for in Subsection (1);
(b) the VAT payable under/the assessment;
(¢) the date on which the VAT pavable under the assessment is due, which
must be at least thirty days after the date on which the notice is served; and
(d) the time, place, and manne. : I objecting to the assessment.

(3)  Subsection (1) does not preclude the CEO from recovering the whole or part
of the VAT due in respect of the supply together with any interest from the taxable person who
made the supply and

(a) any amount recovered fiom the recipient of the supply is credited against
the liability of the supplier in respect of the supply; and

(b) any amount recovered from the supplier is credited against the liability
of the recipient of the supply, but the CEO canhot recover more than the total amount of VAT
and interest payable in relation to the supply.

(4) Any supplier who pays VAT or interest referred to in Subsection (1) may

recover the amount from the recipient of the supply.

Section 9.2906. Diplomatic Missions and International Agreements.
|

(1) The CEO may authorize, suﬂject to such conditions and restrictions as the
CEO considers appropriate, the granting of a refind of part or all the VAT incurred in relation to

a taxable supply to, or taxable import by:

|
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(a) a diplomatic or consular mission, or by a diplomat or consular official
enjoying full or limited immunity, rights, or privileges under applicable law, to the extent
required under such law; or

(b) a public international organization or foreign government to the extent
required under an agreement with the Kosrae State Government or a treaty to which the FSM is a
party.

(2) An application for a refund under Subsection (1) must be made in the
prescribed form and lodged in the prescribed manner by the CEO and must be accompanied by
such supporting documentation as the CEO may require including but not limited to:

(a) evidence that the VAT for which the refund is sought was incurred; and

(b) evidence of the applic?n‘: s vntitlement to make an application under

Subsection (1).

(3) An “international agreement” is an agreement between the FSM National
Government and a foreign government or public international organization for the provision of
financial, technical, humanitarian, or administrative assistance to the FSM National Government
or the Kosrae State Government or its subdivisions.

Section 9.2907. Tax Avoidance Schemes.

(1) Notwithstanding anything in this Act, if the CEO is satisfied:
(a) that a scheme has been entes .d into or carried out;

(b) a person has obtained a tax benefit in connection with the scheme; and
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(c) having regard to the substance of the scheme, it would be concluded that
the person, or one of the persons, who entered into or carried out the scheme did so for the sole
or dominant purpose of enabling the person to obtain a tax benefit,
then the CEO may determine the VAT liability of the person who has obtained a tax benefit as if

the scheme had not been entered into or carried out.

(2) If the CEO makes a determination under Subsection (1), the CEO must make
an assessment giving effect to the determination.

(3) Except in the case of fraud v willful neglect, a determination under
Subsection (1) must be made within 6 years from the last day of the VAT period to which the
determination relates.

(4) A scheme includes a course of action, and an agreement, arrangement,
promise, plan, proposal, or undertaking, whether express or implied, and whether or not legally
enforceable.

(5) Any of the following is a tax benefit:

(a) areduction in the liability of a person to pay VAT;

(b) anincrease in the entitlemen’ of a person to an input tax credit, including
an increase in an excess input tax credit carried forward,

(c) an entitlement to a refund,

(d) apostponement of a liability for the payment of VAT;

(e) an acceleration of an entitlement to an input tax credit;
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(f) any other advantage arising because of a delay in payment of VAT or an
acceleration of the entitlement to an input tax credit;

(g) anything that causes a taxable supply or taxable import not to be a
taxable supply or taxable import, as the case may be; or

(h) anything that gives rise I an input tax credit entitlement for an
acquisition or import that is used or to be used other than in making taxable supplies.

SUBCHAPTER J: ADMINISTRATIVE PENALTIES AND CRIMINAL OFFENSES

Section 9.21001. Penalty for Failure to Apply for VAT Registration. A person who fails

to apply for registration as required by Section 9.2301 is liable for a penalty equal to double the
amount of VAT payable for the period commencing on the day on which the person was first
required to apply for registration until either the person lodges an application for registration or
the person is registered by the CEO on the CEO’s own motion.

Section 9.21002. Penalty for Failure to Disn.2y VAT Registration Certificate. A person

who fails to display its VAT registration certificale or a copy thereof as required by Section
9.2302(7) is liable for a penalty equal to $250 per day for each day or part day on which the

failure occurs.

Section 9.21003. Penalty for Failure to File Tax Return or Lodge Other Document.

(1) A taxable person who fails to file a VAT return or lodge any other document

as required under this law is liable:

(a) in the case of a failure to file a VAT return under which an amount of
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tax is payable, for a penalty of 1% of the amount of the net VAT payable for the VAT period to
which the return relates for each month or part month that the return remains unfiled; or
(b) in any other case, for a penai.y of $10 for each day of default.

(2) A taxable person served with a notice of assessment by the CEO under
Section 9.222 of Title 9 of the Kosrae State Code is liable for a penalty of 25% of the tax
assessed (taking into account any subsequent amendment of the assessment) in addition to the
penalty imposed under Subsection (1)(a).

(3) For the purposes of Subsection (1)(b), a person ceases to be in default at the
time the document is received by the CEO.

Section 9.21004. Penalty for Failure to Pay VAT By Due Date.

(1) A taxable person who fails to pa. the net VAT payable for a VAT period by
the due date is liable for a penalty equal to 10% of the amount of the net VAT payable for each
month, or part of a month, that the VAT remains unpaid Subject to a maximum penalty of 100%
of the unpaid VAT.

(2) The penalty imposed under Subsection (1) is in addition to interest payable
under Section 9.2903 for late payment of tax. The ceiling on the amount of penalty payable
under Subsection (1) does not apply to or take into account interest payable under Section
9.2903.

Section 9.21005. Penalty for Failure to Maintain Proper Records.

A taxable person who fails to maintain accounts, documents, or records as required under this
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Act is liable:

(a) if the failure was knowingly or recklessly made, for a penalty equal to
50 % of the amount of net VAT payable by the taxable person for the VAT period to which the
failure relates; or

(b) in any other case, for a penalty equal to 10% of the amount of net VAT
payable by the taxable person for the VAT period to which the failure relates.

Section 9.21006. Penalty for Making False nr Misleading Statement.

(1) This Section applies to a person:
(a) who makes a statement to a revenue officer that is false or misleading in
a material particular or omits from a statement made to a revenue officer any matter or thing
without which the statement is false or misleading in a material particular; and
(b) the VAT liability of any person computed on the basis of the statement
is less than it would have been if the statement had not been false or misleading (the difference
being referred to as the “tax shortfall”).
(2)  Subject to Subsection (3), a persct to whom this Section applies is liable:
(a) if the statement or omission was made knowingly or recklessly, for a
penalty equal to 50% of the tax shortfall; or
(b) in any other case, for a penalty equal to 10% of the tax shortfall.
(3)  No penalty is payable under Subsection (2) if —

(a) the person who made the statement did not know and could not

58 of ¢~



14

15

16

17

18

19

L.B.No. 10-73.L.D. 1

reasonably be expected to know that the statement was false or misleading in a material
particular; or

(b) the tax shortfall arose as a result of a self-assessment taxpayer taking a
reasonablv arguable position on the application of a revenue law to the taxpayer’s circumstances
in tiling a self-assessment return.

(4) Nothing in Subsection (3) prevents the imposition of late payment interest
under Section 9.2903 in respect of a tax shortfall if the tax is not paid by the due date.

(5) A reference in this Section to a statement made to a revenue officer means a
statement made in writing or orally to a révenue officer acting in the performance of the officer’s
duties under a revenue law, and includes a statement made:

(a) in any application, certificate, declaration, notification, tax return,
objection, or other document furnished or lodged under a revenue law;

(b) in any information requirer 1 be furnished under a revenue law;

(c) in any document furnished to a revenue officer;

(d) in answer to a question asked of a person by a revenue officer; or

(¢) to another person with the knowledge or reasonable expectation that the
statement would be passed on to a revenue officer.

Section 9.21007. Collection of Penalties.

(1) A liability for penalty is calculated separately with respect to each Section

imposing penalty under this Subchapter.
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(2) If a penalty has been paid under this Chapter and a prosecution is initiated
under Subchapter K in respect of the same act or ¢a:ssion, the CEO must refund the amount of
the penalty paid, and no penalty is payable unless the prosecution is withdrawn.

(3) The CEO must:

(a) make an assessment of penalty imposed under this Subchapter; and
(b) serve a notice of the assessment on the person subject to the penalty,
which notice must state the amount of penalty payable and the due date for payment.
(4) A person liable to pay a penalty may apply, in writing, to the CEO for
remission of the penalty payable.
(5) The CEO may, upon applicatic.. 1ader Subsection (4) or on the CEO’s own
initiative, remit, in whole or in part, any penalty payable by a person.

Section 9.21008. Criminal Offenses.  The following shall be considered criminal

offenses:
(1) Offenses Related to Registration. A person who fails:
(a) to apply for registration as required by Section 9.2301;
(b) to notify the CEO of a change in circumstances as required by Section
9.2302(8);

(¢) to apply for cancellation oi ¢ .gistration as required by Section 9.2303; or
(d) to comply with Section 9.2303(10)(a) or (¢),

is guilty of an offense and, upon conviction, shall be subject to a fine not exceeding $1,000, or, if
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a natural person, imprisonment of not more than one year, or both.

(2) Offenses Related to VAT Documentation.

(8) A registered person who fails to provide a VAT invoice, VAT credit
note. or VAT debit note as required under this Chapter is guilty of an offense and, upon
conviction, shall be subject to a fine not exceeding $1,000, or, if a natural person, imprisonment
of not more than one year, or both.

(b) A person who issues a V[ invoice, VAT credit note, or VAT debit
note otherwise than as provided for under the Act is guilty of an offense and, upon conviction,
shall be subject to a fine not exceeding $1,000, or, if a natural person, imprisonment of not more
than one year, or both.

(c) A registered person who fails to comply with a request under Section
9.2804 is guilty of an offense and, upon conviction, shall be subject to a fine not exceeding
$1,000, or, if a natural person, imprisonment of not more than one year, or both.

(3) Failure to Maintain Proper Records. A taxable person who knowingly or

recklessly fails to maintain accounts, documents, o: : =cords as required under the Act is guilty of
an offense and, upon conviction, shall be subject to a fine not exceeding $1,000, or, if a natural
person, imprisonment of not more than one year, or both.

(4) Making False or Misleading Statement.

(a) A person who shall knowingly or recklessly:

(i) make a statement to a revenue officer that is false or misleading in
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a material particular; or
(ii) omit from a statement made to a revenue officer any matter or
thing without which the statement is false or misleading in a material particular shall be guilty of
an offense and. upon conviction, shall be subiect to a fine not exceeding $20,000, or, if a natural
person, imprisonment of not more than ten years, or “oth.
(b) Section 9.21006(5) applies in determining whether a person has made a
statement to a revenue officer.

(5) Prevention of Price Exploitation on Introduction of VAT.

(2) Subject to Subsection (b), any person who makes a regulated supply for
a price that is excessive having regard to:
(i) the introduction of this Chapter and the amendment or repeal of the
former Chapter 2 under Title 9 of the Kosrae State ¢ de;
(i) the person’s costs;
(iii) supply and demand conditions; and
(iv) any other relevant matter,
is guilty of an offense and, upon conviction, shall be subject to a fine not exceeding $1,000 for
the first breach and a fine not exceeding $1,500 for the second and each subsequent beach.
(b) No penalty shall be imposed under Subsection (a) if:
1. the contravention was due to a reasonable mistake; and

ii.  the person took reasc-tle precautions and exercised due diligence
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to avoid contravention of Subsection (a).

(¢) The CEO shall publish guidelio . as to when prices for regulated supplies

may be in contravention of Subsection (a).

SUBCHAPTER K:; TRANSITIONAL PROVISIONS
Section 9.21109. Regulations.  The Director of the Kosrac State Department of
Administration and Finance may, subject to approval of the Governor and review by the
Attorney General, prescribe such regulations as may be necessary for the enforcement of this

Chapter. Such regulations shall have the force and effect of law.

Section 9.21110. Transitional Rules Relatir ¢ to Registration.

(1) A person must apply to the CEC for registration under this Chapter no later
than the transitional registration day if:

(a) considering the total value of taxable supplies made or to be made by the
person in the course or furtherance of the person’s enterprise, the person would have been
required to apply for registration under Section 9.2301 on or before that day if this Chapter had
come irto force at least 12 calendar months before that day; or

(b) the person is a Government entity undertaking an enterprise.

(2) A person who is not required to . : registered under Subsection (a) is required
to apply for registration under this Act on any subsequent day before the commencement date, if
on that day Section 9.2301 would have applied to that person if this Act had come in force at
least 12 calendar months before that day.

(3) Notwithstanding Section 9.2302, if a person is required to apply for
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registration under Subsections (1) or (2), the registration takes effect from the commencement
date.
(4) If, prior to the commencement date:
(a) a person purported to lodge an application for registration under this
Chapter;
(b) the CEO purported to register a person under this Chapter; or
(¢) the CEO purported to issur VAT registration certificate under this Act,
then the application, registration, or certificate, as applicable, is treated for all purposes of this
Act and the Revenue Administration Act as if it were made on the commencement date.
(5) Ifthe CEO is satisfied that a person is required to apply for registration under
Subsections (1) or (2) and the person has not applied for registration as required, the CEO may
register that person.
(6) The transitional registration day is the day that is two calendar months before
the commencement date.

Section 9.21111. General Transitional Rules

(1) Subject to Subsection (2):

(a) at the end of the last business day before the commencement date, a

registered person held goods as inventory;

(b) the goods were acquired not more than 4 months before the beginning of

that day; and
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(c) the CEOQ is satisfied that the tax under the former Chapter 2 of Title 9 of
the Kosrae State Code has been paid on the acquisition of those goods, then the person may
claim an input tax credit for the payment of such excise tax in the first VAT period after the

commencement date.

(2) A registered person is not allowed an input tax credit under Subsection (1) for
any excise tax paid in respect of the acquisition of goods if, and to the extent that, because of the
application of Sections 9.2601 and 9.2603, the person would not have been allowed an input tax
credit if the acquisition had of occurred after the commencement date.

(3) A person claiming an input tax credit under Subsection (a) in respect of
inventory on hand at the end of the last business day before the commencement date must submit
a list of inventory with the person’s first VAT return, supported by documentary evidence of the
payment of excise tax.

(4) Subject to Subsection (5), if a registered person concluded a contract before
the commencement date, the person is, after the commencement date, entitled to increase the
price of a taxable supply made under that contract by an amount equal to the price multiplied by
the tax fraction, notwithstanding that the contract contained no provision relating to increasing
the price because of the imposition of VAT.

(5) If the period of a supply referred to in Section 9.2401(5) as the actual supply
begins before and ends after the commencement dete, the supply is treated as having been made

continuously and uniformly throughout that period & d the consideration for that supply is
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apportioned accordingly in determining the value c{ the supplies deemed to be made because of
Section 9.2401(5).

(6) Subsection (5) does not apply to the supply of a warranty in relation to goods
or a service if the value of the warranty has been included in the price of the goods or service.

Section 9.21112. Effective Date. This Act shall become law upon approval of the

Governor, or upon its becoming law without such approval, and shall take effect eighteen months
following the effective date of the FSM Unified Revenue Authority Act.

PASSED BY THE TENTH KOSRAE STATE LEGISLATURE ON THE 11™ DAY OF MAY

2012

Attested by: ' ° “Z

/ Chi&\Qerk Jf
Lyntigd H al/Q Date: &~ € 2—

Kson
Governor, State of Kosrae

66 of 66






