FIRST CONCRESS OF THE FEDERATED STATES OF MICRONESEA
PIRST HHGUELAR SESSION, 1979 FRESGIONAL RESCLUTION NO. 1-28, €D, D2

A RESOLUTION

Urging ¢he Commissionce of tho U.5. Intormal Revenue Sorvice to lmzodistely withe
dmmmmmsammam s new Teiing to affire chat U.8. citizen
exployess of the goverrment of the Podezated Stetes of Micvonosia and its stotes,
axt not enpioyees of Was or dnsvrunentaiicios of tho United States Govewramont.

1 WHERRAS, a Jettor dated February 16, 1968 fron the Divestor of tho

2 Income Tox bivisien of tho Internal Revowes Servico informed the Divestor of

3 the Office of Tozricories o previous wuling, holding that tho Congross of

4 Mievousate was not an ageney of the Unitcd Btates Goverment and that U.S,

5 citisens performing services for the Congress would bo entitled to tho bemefits
6

7

8

9

of section 931 (s), hed hoen revoked; and
WHEREAS, Revenuo Ruling 68.-608, 1968-2 Com. Bull. 309, consequently
hoid that any U.8. citisen cupleyse of a governmont of the Teust Tewritoxy
of the Pacific lslands was not entitied €0 exclude his incoms from U.8. incens
10 eax lews boosuss tho Trust Tervitory wss considoved to bo en ageney or
11 instrusentality of the U.S, Government for the purposes of the Internal
12 Reveme Code; ond
13 BREAS, this muling has worked hexdship on many U.8, c¢litizen empiojess
14 of the Trust Territery Bxecutive snd Logisiative dranches over the yeaws, who
15 #iled under the esmuption thst thelr incsmo was ozcluisblo, who heve boen
16 consistently sudived by the IRS, and who hsve puid fines end penaltdos
17 becsuse of thelr disallowsd €liing status; and
18 WHERBAS, whils U.S. eitisen employeas awo able to yveesive a deduction
12 or cyedit for Trust Tevvitesy income €aves ageinet cheir U.8. incoms ¢sx
20 aftey filing returns, the immsdlate dedvotions of both taxes for payroil
21 purposss works on sddicionnl hevdship on this cless of empioyse; and
22 WHEREAS, while Congress of the Pederated Stetes of Meronesis snd many
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Executive Branch employees are paid from locally-generated revenues, ivoni-
eslly, U.S. employees of Global Associstes which operates the Kwajalein
Missile Range in the Marshalls under a direct contract and funding from the
U.8. Army are exempt fyom U.S. taxation after meeting the residsncy require-
ments because the question has never been source of incoms, or whether the
Trust Territory is a forveign country, but rather the 'sgemncy’ test; end

WHEREAS, the U.S5. Pifth District Cirveuit Court on November 11, 1974
supported this contention and ruled that plaintiffs Kemmeth R. and Peggy L.
Groves, former Trust Tervitory contrsct employees, were not entitled to the
sxclusion under 911 (a); and

WHEREAS, U.8. Ninth District Circuit Court in 1978 veversed a 1975
decision by the Tax Court on a separste but identical case (MeComish V.
Comnissionsr, 64 T.C. 909 (1975)), ruling that the Trust Territory is not a
United States agency for the purposes of 911 (a); and _

WHEREAS, despite this later, conflicting ruling by a court of equal
jurisdiction, the Internal Revenue Service failed to file am appeal within
the tims pormitted; and

WHEREAS, while the IRS took no legal mction to comtest the ruling, it has
also neither withdrawn Revenue Ruling 68-608 nor lssued 2 new wvuling to take
its pisce; and

WHEREAS, this insctiom by the Internal Revenue Service not only causes
inconvenience to U.5, citizen contract employess of the Congress and Executive
Branch of the Federated States of Micromesia who are uncertaia of their filing
status, but slsoe inconveniences the Congress of the Federated States of Micro-
nesia in determining proper wage and salary scales for U.S. citizen employees;
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and

HIENRBAS, wichdrawal of snid puling would be benefislial to the Pedersted
Stotes of Micvonesis Governmant im that it weuld be able ¢o recvulc, when
nezessary, U.8. ¢itizen emplioyses whe wouléd not be subject to incere tax fron
theiv countey; and |

YHEREAS, the Congress of the Pedevated Stetos of Mlcvenosia finds tho
notion ¢thae the former Congross of Hievonosia
agenedes or insteumentaiitics of thy United States Govermment for sny logal
purposs to be vithout say juseifiablo basis: ond ‘ |

HEREAS, tho Conscitution of ahe Pedaxered Stacen of ilerenesis, o
sovercign entity, began to bo effective cn May 10, 1079, on which dave the
Pirst Congress of the Federsted States of Micvoncoia was Snmtailed vhich fn
Surn elected tho fivst President and Vice President of the Fedsrated Seates of
Miepenesia, vhe wore insupursted on May 18, 1079; and

WHERBAS, the Bight Principies of Eilo previde for s goverrment-to-
governmant Compact of Preo Asscelaeion, which s not in cemsonenco with the
findings of Revenue Ruling 68-608 en the ‘agoncy’ ¢est) now, therefore,

BR IT RESOLVED by the Pipse Congress of the Pederated Btates of Kicves
nosie, Fivst Rogulny Session, 1570 chet the Commissionsy of the Intornal
Revenus Seyvies of the U.8. Waﬂmwuwmw‘
imvediccely withdrew Rovenue Ruling 68-603, sad jesue o now ruling o sffiem
that U.8. citizen eaployees of tho govesnment of the Pederated Statos of
Micoonesfia end i¢s geates, sEe mot exployees of agemcics or instrmumentalities
of the United Seaton Govermment; and

BE IT FURTHER RESOLVED that certified copies of this Resolution be

ond §ts successors wors oY ave
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trensnitted to Supress Court Justico Willisn Rehnquist; to Chief Judge of che
84neh Distriet Cizpuit Court James Browning) to Becretawy of the Teassury

¥, Michnet Blumpnshal; to tho Cormiosiener of the Internal Reveano Sorvice
Jovoms Kurtsi <o the Chofvmon end Ranking Minopity moxboys of the Senate
Coznittes on Approprictions smd iss Subcemnittess on Peroign Operstions, -
Interdor, Treasury-Postal Sorviso-Gomoral Govormment; to the Committeo on
Enorgy end Natural Rescurces; to the Cermitios on Financo-and its Subsemnittees
on Tazxaslon and Debt Momagenent, Oversight of the Internsl Revemmo Servico, and
Revenus Shoving, Intezgpovornmental Revenue Impsct, and Beononic Prebiems; -

2o the Coomittes on Fevoign Relecions and 4¢s Subcormittes on Enat Asisn snd
Pacific Affairs; to tho Committos on Govermmental Affafive; to the Cheirmesn and
Ranking Miscrity Nenbers of the U.S. House Cemnittes on Appropristions end its
Subsemmistecs on Imgerier, ond Treasuwy, Postal Ssavice, General Ws
to 2he Committes on Foweign A¢feirs snd its Subeommittses on Asien and Pacific
Affaiwa, and Inteynstionnl Oporations; to tho Cemnittce on Governmsne
Opersticme end it Subsommitces en Conmsree, Consunsy, and Menotsry Affaiee;
%0 the Commicten on Tngerior ond Imsular A€fsirn and iets Subconmittess on
Nagionsl Pasks snd Insulse A€eiro, and Pacific Affalrs; <o tho Coxnpittes on
Veays snd Mosasy e ¢tho Presidemt of the Pederated States of ieronesial o
the Speskow of tho Nicijela of che Mayshall Islands Gevemnment; <o She
Spesker of the Palaw Biscrict Logislatuve; to the Divecter, Offieo of
Territoricl Affaivs, Department of the Intorior; and to the High Comniasioner
ef che Teust Torvicevy. '

Adopted: Jume 15, 1979
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