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TWENTIETH GUAM LEGISLATURE 
1989 (FIRST)  Regu la r  Session 

CERTIFICATION O F  PASSAGE OF AN ACT TO THE GOVERNOR 

T h i s  is t o  c e r t i f y  that S u b s t i t u t e  Bill No. 677 (COR),  "AN ACT TO AMEND 
SUBSECTION (c) OF 64103, TITLE 12 ,  GUAM CODE ANNOTATED, TO 
AMEND ARTICLE 2 O F  CHAPTER 4 O F  SAID TITLE 12 ,  T O  CHANGE LOAN 
LII\IITATIONS O F  THE GUAM HOUSING CORPORATION, AND TO CITE THE 
ACT AS THE HOME LOAN SUBSIDY PROGRAM OF 1989," was o n  the 29 th  
day of September ,  1989, duly and regularly passed. 

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

d3h/ 
PILAR C. LUJAN // 

Senator  and Legislative &cretary 

This Act was  received by t h e  Governor  this s* day of  & + . 1989, 
at 3:S@ o'clock p m. 

Ass i s t an t  Staff  Officer 
Governor ' s  Office 

APPROVED: 
A 

. - L 8 - 
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P! overnor of  Guam 
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TWENTIETH GUAM LEGISLATURE 
1989 (FIRST)  Regu la r  Session 

Bill No. 677 (COR) 
S u b s t i t u t e d  by the Committee 
on Hous ing  and Community Development 
and f u r t h e r  substituted by Committee 
o n  Rules .  

I n t r o d u c e d  by : G . Maillow 
T .  S .  Nelson 
C. T .  C. Gut ie r rez  

J. T. S a n  Agus t in  
J. P .  Aguon 
E. P .  Arriola 
M. 2. Bordallo 
P. C. Lujan 
D. Park inson  
F. J. A. Qui tugua  
E. D. Reyes  
F. R. San tos  
M. D. A. ~a'nibusan 
J. G. Bamba 
D. F. Brooks  
E. R. Duenas  
E. M. Espaldon 
M.  C. R u t h  
T .  V. C. Tanaka  
A. R. Unpingco 

AN ACT TO AMEND SUBSECTION (c) OF 
54103, TITLE 12, GUAM CODE ANNOTATED, 
TO AMEND ARTICLE 2 O F  CHAPTER 4 OF 
SAID TITLE 12, T O  CHANGE LOAN 
LIMITATIONS OF THE GUAM HOUSING 
CORPORATION, AND T O  CITE THE ACT AS 
THE HOME LOAN SUBSIDY PROGRAM OF 
1989. 

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

Sec t ion  1. Subsec t ion  (c) o f  94103 o f  Title 12 ,  Guam Code Annota ted ,  

is h e r e b y  amended to read: 

" ( c )  T o  e n c o u r a g e  and engage in low and moderate income 

housing activities, including development  of residential subdivisions, 
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construction of housing for rental or resale, and make loans to any 

person for the purchase, construction, improvement or repair of a 

home. All loans so made shall be of such sound value or so secured 

as reasonably to assure repayment, taking into consideration the policy 

of the Legislature that the lending powers of the Housing Corporation 

shall be administered as a means for accomplishing the purposes stated 

in 04101 of this Chapter, and shall bear interest at a rate to be 

determined by the Board of Directors of the Guam Housing Corporation 

but not to exceed two percent (2%) above the cost of funds until June 

1, 1987, and thereafter, the rate shall not exceed the Federal Housing 

Administration rate. 

Loans should be made to the residents of Guam to enable them to 

purchase or construct permanent homes which are typhoon resistant. 

All loans for the purchase of construction of such homes shall not 

exceed Seventy-Five Thousand Dollars ($75,000). An additional sum of 

not to exceed Twenty-Five Thousand Dollars ($25,000) may be 

borrowed for the purchase of land upon which the building is to be 

constructed. If the borrower already owns land upon which to 

construct a building, the Twenty-Five Thousand Dollars ($25,000 ) to 

be applied to purchase land may be applied for purchase or  

construction of a building. Loans shall be given only to residents who 

have no permanent homes and who have been unable to obtain 

conventional financing from commercial lending institutions including 

but not limited to banks and savings and loan associations. At least 

three (3) written loan refusals from commercial lending institutions 

shall be presented upon application for a Guam Housing Corporation 

loan. " 
Section 2. Article 2 of Chapter 4, Title 12, Guam Code Annotated, is 

amended to read: 

"Article 2 

Government Loan Subsidy Act 

6 4201. Definitions. 

14202, Loans by the Corporation. 



84203. Vacant. 

54204. Loans Made Under the Subsidy Program. 

54205. Interest Subsidy for Low and Moderate Income Families. 

g 4206. Government Subsidy Rate and Term Thereof. 

04207. Limitation on Government Subsidy Rate. 

84208. Subsidy Schedule. 

9 4209. Termination of Subsidy. 

54210. Refund of Subsidy Monies. 

14221. Income Certification. 

54212. Extension of Termination of Subsidy Term. 

4 42 13. Corporation Subsidy Fund. 

14214. Qualification for Interest Subsidy Program. 

84201. Definitions. As used in this Article: 

(a) "Adjusted annual incomett means the total family income 

less five percent (5%) of such total family income less Four 

Hundred Eighty Dollars ($480) for each dependent. 

(b) "Boardw means the Board of Directors of the Guam 

Housing Corporation. 

( c )  " Corporationt1 means the Guam Housing Corporation. 

(d) "Family Income" means the total annual income derived 

from all sources for each member of the family. 

(el "Governmentn means the government of Guam. 

( f )  "Familyn means two ( 2 )  or more persons related by 

blood or marriage, living together as a household. 

( 8 )  "Interest Subsidyw means interest paid by the 

Government on each loan made by the Corporation pursuant to the 

provisions of this Article. 

(h) "Loann means that loan made by the Corporation to a 
low or moderate income family pursuant to the provisions of this 

Chapter. 

(i) "Dependentw includes any child or individual of whom 

the head of household is  legal guardian and who is under 
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nineteen (19) years; any child or individual of whom the head of 

household is legal guardian and who is not older than the age of 

twenty-five (25); provided, that the child or individual is a full 

time student; or any individual, child, relative, or parent for 

whom the head of household has an obligation to provide financial 

support because of mental or physical incapacity. 

(j ) "Homen includes a residential condominium unit. 

94202. Loans by the Corporation. The Corporation is authorized 

to make loans under this Chapter to low and moderate income families 

for the purchase or construction of their residential homes. All  loans 

made by the Corporation shall be subject to the following limitations: 

(a) The maximum loan authorized for the purchase or 

construction of a residential home shall be ninety-seven percent 

(97%) of the appraised value of the property and improvements. 

(b) The minimum living areas for residential homes the 

subject of Corporation loans shall be nine hundred (900) square 

feet for two (2)  bedroom-one-( 1-) bath homes, one thousand one 

hundred (1,100) square feet for three (3) bedroom-one-( 1-) bath 

homes, one thousand two hundred sixty-two (1,260) square feet 

for three (3) bedroom-two-(2-) bath homes, and one thousand 

four hundred (1,400 ) square feet for four (4 )  bedroom-two- (2-  1 

bath homes. 

04203. Vacant. 

94204. Loans Made Under the Subsidy Program. Loans made by 

the Corporation under the subsidy program shall bear interest at the 

prevailing Veterans Administration rate. 

f4205. Interest Subsidy for Low and Moderate Income Families. 

The Government shall provide interest subsidies to qualified low and 

moderate income families who don't own their own permanent homes for 

home construction, purchase, repair or improvement loans made by the 

Corporation. Subsidies shall be available to each family based on the 
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f d l y t s  adjusted income which shall be determined at the time of 

application and in accordance with the subsidy schedule under $4208 of 

this Article. 

04206. Government Subsidy Rate and Term Thereof. The 

Government shall provide interest subsidies to qualified families. The 

subsidies shall be given in accordance to the subsidy schedule set 

forth in 64208 within the limits as income and maximum subsidy 

amounts as follows: 

(a) For families with an adjusted income less than Twenty 

Four Thousand One Hundred Dollars ($24,100), the Government's 

maximum subsidy rate shall be four percent (4%) for the first 

year, four percent (4%) for the second year, three percent (3%) 

for the third year, two percent (2%) for the fourth year, and one 

percent (1%) for the fifth year. The subsidy shall cease at the 

end of the fifth year unless otherwise extended or terminated by 

the Corporation. 

(b) For families with an adjusted income equal to or greater 

than Twenty Four Thousand Dollars ($24,000), but less than 

Twenty Six Thousand One Hundred Dollars ($26,100), the 

Government's maximum subsidy rates shall be three percent (3%) 

for the first year, three percent (3%) for the second year, two 

percent (2%) for the third year, and one percent (1%) for the 

fourth year. The subsidy shall cease at the end of the fourth 

year unless otherwise extended or terminated by the Corporation. 

(c) For families with an adjusted income equal to or greater 

than Twenty Six Thousand One Hundred Dollars ($26,100) but 

less than Twenty Eight Thousand One Hundred Dollars ($28, loo), 

the Government's maximum subddy rates shall be two percent 

(2%) for the first year, two percent (2%) for the second year, 

and one percent (1%) for the third year. The subsidy shall cease 

at the end of the third year unless otherwise extended or 

terminated by the Corporation. 



(d) For families with an adjusted income equal to or greater 

than Twenty-Eight Thousand One Hundred Dollars ($28,100). but 

less than Thirty Thousand One Hundred Dollars ($30,100), the 

Government's maximum subsidy rates shall be one percent (1%) for 

the first year and second years. The subsidy shall cease at the 

end of the second year unless otherwise extended or terminated 

by the Corporation. 

(e) In the event the Corporation's rate decreases below 

twelve percent (12%), the initial maximum subsidy rate shall be 

reduced to that rate provided for under 84207 of this Article. 

The rates in 94205 (b ) ,  (c) and (d) shall also be adjusted by the 

same number of basis points between the maximum subsidy level 

and the rates provided for under 14207 of this Article. The rate 

shall be the same the second year until the rate equals zero. 

(f) The adjusted income levels in paragraphs (a),  (b) , (c) 

and (d) of this subsection shall be adjusted periodically by the 

percentage change in the median income for the Territory as  

established by the U.S. Department of Housing and Urban 

Development. At the closing of each loan, the subsidy level shall 

be fixed and shall not be changed regardless of any change in 

the median income. 

9 4207. Limitation on Government Subsidy Rates. The 

Government's subsidy rates shall not exceed four percent (4%) per 

annum . 
04208. Subsidy Schedule. There is hereby established the 

following subsidy schedule to which this Article applies. The rate of 

the Government subsidy shall be in accordance with the schedule 

subject to the limitations set forth in 94205, The initial subsidy shall 

depend on each instance on the prevailing Veterans Administration rate 

at the time a loan is made. 
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V e t e r a n s  Adminis t ra t ion Rate. 

% Government  I n t e r e s t  S u b s i d y  Schedule  

1s t 2 n d  3 r d  4 t h  5 t h  

Yea r  - Year  - Y e a r  - Y e a r  - Year  - 
16.00 4.00 4.00 3.00 2.00 1.00 

15.75 4.00 4.00 3.00 2 .OO 1.00 

15.50 4.00 4.00 3.00 2.00 1.00 

15.25 4 .OO 4.00 3 .OO 2 -00 1.00 

15.00 4.00 4.00 3.00 2 -00 1.00 

14.75 4 .OO 4 .OO 3 .OO 2.00 1.00 

14.50 4.00 4.00 3.00 2 .OO 1.00 

14.25 4.00 4 .OO 3 .OO 2.00 1.00 

14.00 4.00 4.00 3 .OO 2.00 1.00 

13.75 4.00 4.00 3 .OO 2.00 1 .OO 

13.50 4.00 4.00 3.00 2 .OO 1.00 

13.25 4.00 4 .OO 3 .OO 2.00 1 .OO 

13.00 4.00 4.00 3.00 2.00 1.00 

12.75 4.00 4.00 3.00 2-00 1 - 0 0  

12.50 4.00 4.00 3-00  2.00 1.00 

12.25 4 .OO 4.00 3.00 2.00 1.00 

12.00 4.00 4.00 3.00 2.00 1.00 

11.75 3.75 3.75 2.75 1.75 .75 

11.50 3.50 3.50 2.50 1.50 .50 

11.25 3.25 3.25 2.25 1.25 .25 

11.00 3.00 3.00 2.00 1.00 . O O  

10.75 2.75 2.75 1.75 .75 .OO 

10.50 2.50 2.50 1.50 .50 .OO 

10.25 2.25 2.25 1.25 .25 . O O  

10.00 2.00 2 .oo 1.00 .oo -00 

9.75 1.75 1.75 .75 . 00 .OO 

9.50 1.50 1.50 .50 .OO .OO 

9.25 1.25 1.25 .25 .OO .OO 

9.00 1.00 1.00 .OO .OO .OO 

6th 

Y e a r  - 
. 00 

. 00 

, 00 

.oo 

.oo 

.oo 

.oo 

. 00 

.oo 

. 00 

. 00 

.oo 

.oo 

. 00 

. 00 

.oo 

.oo 

.oo 

.oo 

. 00 

. 00 

. 00 

.oo 

. 00 

.oo 

.oo 

.oo 

. 00 

.oo 



14209. Termination of Subsidy. The government interest subsidy 

under this Article shall automatically terminate if, during the subsidy 

term, the residence under the mortgage for which the subsidy was 

granted is: 

(a) transferred or conveyed; 

(b) the property is sold; or 

(c) the property is vacated by the mortgagor. 
$4210. Refund of Subsidy Monies. All subsidy monies shall be 

returned to the Government through the Corporation. If the property 

is transferred, conveyed, sold or vacated by the mortgagor during the 

term of the mortgage all such monies will be deposited into the 

Corporation Subsidy Fund. 

$4211. Income Certification. At every anniversary of the loan 

closing during the term of the subsidy herein, the borrowers must 

certify to the Corporation in writing their most current family income. 

94212. Extension of Termination of Subsidy Term. Upon receipt 

of the borrowers1 income certification, the Corporation shall review the 

borrowers' financial condition, and : 

(a) If the Corporation determines that the borrowers need 

the extension of the subsidy, the Corporation may extend the 

subsidy term for one additional year only. 

(b) If the Corporation determines that the borrowers no 

longer qualify for the subsidy, the Corporation may terminate the 

subsidy. 

9 4213. Corporation Subsidy Fund. There is hereby established a 

fund to be known as the "Corporation Subsidy Fund*, which shall be 

maintained separate and apart from any other funds of the government 

of Guam. All monies received by the Corporation from the Government 

for payment of the Government's subsidies provided herein shall be 

deposited to the Corporation Subsidy Fund and shall be used solely for 

the payment of the Government's interest subsidy herein provided. 

$4214. Qualifications for Interest Subsidy Program. To qualify 

for the loan subsidy program, an individual or family must show 
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evidence of rejection from three (3)  cornrnerdal mortgage lending 
2 institutions and be unable to qualify on the basis of income for the 
3 Corporation's regular lending program. 
4 Section 3. This Act may be cited as Home Loan Subsidy Program of 
5 1989. 
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TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular Session 

Bill No. k 77 
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TWENTIETH GUAM LEGISLATURE MAY 2 3 '89 
1989 (FIRST) Regular Session / 

Bill No. (~77 (m) 
Introduced by: T. S. Nelson 4 

C. T.C. Gutierrez C&L 

AN ACT TO AMEND PARAGRAPH (c) OF S4103: TO 
REPEAL AND REENACT PARAGRAPH (a) OF S4201: 
TO ADD A NEW PARAGRAPH (i ) TO S4201: AMEND 
S4204: TO AMEND SS4208 AND 4210: TO ADD A 
NEW S4214 ALL OF TITLE 12 GUAM CODE ANNOTATED 
TO INCREASE THE HOME CONSTRUCTION AND LAND 
PURCHASE LOAN PROGRAM AND TO PROVIDE INTEREST 
SUBSIDY ON LOANS AUTHORIZED BY THE GUAM HOUSING 
CORPORATION. 

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

Section 1. Paragraph (c) of S4103 of 12 GCA is hereby amended 

to read: 

" (c) TO encourage and engage in low and moderate income 
housing activities, including development of residential 

subdivisions, construction of housing for rental or resale, 

and to make loans to any person for the purchase, 

construction, improvement or repair of a home. All loans 

so made shall be of such sound value or so secured as 

reasonably to assure repayment, taking into consideration 

the policy of the Legislature that the lending powers of 

the Housing Corporation shall be administered as a means 

for accomplishing the purpose stated in S4101 of this Chapter, 

and shall bear interest at a rate to be determined by the 

Board of Directors of the Guam Housing Corporation but not 

exceeding the Federal Housing Administration rate. Loans 

should be made to the residents of Guam to enable them to 

purchase or construct permanent homes which are typhoon 

resistent. All loans for the purchase or construction of 

such homes shall not exceed [Sixty Thousand ~ollars ($60,000)1 

Ninety Thousand Dollars ($90,000). An additional sum not 



to exceed  e en Thousand Dollars ($10,000)] Twenty Five 

Thousand Dollars ($25,000) may be borrowed for the purchase 

of land upon which the building is to be constructed. Loans 

shall be given only to residents who have been unable to 

obtain conventional financing from commercial lending 

institutions including but not limited to banks and savings 

and loan associations. At least three (3) written loan 

refusals from commercial lending institutions shall be 

presented upon application for a Guam Housing Corporation 

loan. I' 

Section 2. Paragraph (a) of 84201 of 12 GCA is hereby 

repealed and reenacted to read: 

"(a) "Adjusted annual income" means the total family 

income less five percent (5%) of such total family income 

less [Three Hundred Dollars ($30011 Five Hundred Dollars 

($500) for each dependent. - 
Section 3. A new Paragraph (i) is hereby added to S4201 

of 12 GCA to read: 

" (i) 'Dependent' shall mean any child - or individual 

for whom the head of household has legal quardianship and ----- 
who is under the age of eighteen (18) years, and for any --  - -- 
child - or person --- who has not attained the age of twenty-five - 
(25) years, provided, however, -- that the child - or individual 

is a full time student, or any person for whom the head - - - -  - ---- 
of household has an obligation to provide financial support - -- - 
because mental physical inability." 

Section 4. 84204 of 12 GCA is hereby amended to read: 

"S4204. Loans Made Under the Subsidy Program. Loans 

made by the Corporation under the subsidy program shall 

bear interest at a rate equal to the prevailing [Federal 

Housing Administration] Guam Housing Corporation rate." 

Section 5. 84208 of 12 GCA is hereby amended to read: 

"S4208. Subsidy Schedule. There is hereby established 

the following subsidy schedule to which this Article applies. 

The rate of the government subsidy shall be in accordance 



with the schedule subject to the limitations set forth in 

54205. The initial subsidy shall depend on each instance 

on the Corporation's prevailing [FHA] rate at the time a 

loan is made." 

Section 6. 54210 of 12 GCA is hereby amended to read: 

"S4210. Refund of Subsidy Monies. All subsidy monies 

shall be returned to the Government through the Corporation. 

If the property is sold, - transferred, conveyed, - or vacated 

during the term of the mortgage all such monies will be 

deposited into the Corporation Subsidy Fund." 

Section 6. A new S4214 is hereby added to 12 GCA to read: 

"54214. Qualifications. - To qualify --- for the loan subsidy 

proqram, - an individual must submit - -  to the Corporation - at 

least three ( 3 )  written loan refusals from commercial lendinq 

institutions - to qualify --- for the loan subsidy proqram." 
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20th Guam Legislature 
P O  lor GL WM. O w m  -10 * (671) 4 7 2 - 3 & M M  

Fax: (671) 477-34bO 

Ch. l#mm.  Conrmh-cm on Houdno a d  C ~ m m u n k y  M m t  
Senator GORDON MAILLOUX 

Vb-Ch.lraw on Du cemmh'tu on Maarol. Wdlrla ard  E d q y  

w d dY tun- On: 

G b M d  Dorrmm0lomml)on - D..cla+nurt 

Ju*lq Jud*i.W L J d  

E-. VP#lw a d  CmHeden 

Y& Hanun llvourur Lnb Cdthm & Cutluw4 Anrim 

September 26, 1989 

Ernb  
Honorable Joe T. San Agustin 
Speaker 
Twentieth Guam Legislature 
163 Chalan Santo Papa 
Agana, Guam 96910 

Dear Mr. Speaker: 

The Committee on Housing and Community Development, to which 
was referred Bill No, 677, *AN ACT TO AMEND #4203(c)  OF 12 
GCA, TO AMEND ARTICLE 2 OF 12 GCA CHAPTER 4, ALL PERTAINING 
TO THE ACTIVITIES OF TBE G U M  HOUSING CORPORATION AND TO 
CITE THE ACT AS THE HOME LOAN SUBSIDY PROGRAM OF 1989 ,w  
do recommend t h a t  the Bill, as Substituted, be passed by the 
Twentieth Guam Legislature. 

Votes of the Committee Members are as follow: 

To Do Pass 12 

To Not Pass 0 

To Report Out Only 

To Place in Inactive File 

Abstain 0 

Not Available for Voting 

A copy of the Committee Report and other pertinent documents 
are enclosed for your perusal. 

Enclosures 



COMMITTEE ON HOUSING AND COMMUNITY DEVELOPMENT 
VOTE SHEET ON SUBSTITUTE BILL NO. 677 

AN ACT TO AMEND S 4 2 0 3  ( c )  OF 12 GCA, TO AMEND ARTICLE 2 
OF 1 2  GCA CHAPTER 4, ALL PERTAINING TO THE ACTIVITIES OF 
THE GUAM HOUSING CORPORATION, AND TO CITE THE ACT AS TRE 
HOME LOAN SUBSIDY PROGRAM OF 1 9 8 9 .  

WITH THE RECOMMENDATION TO DO PASS 

TO DO 
COMF??TTEE MEMBERS PASS 

NOT TO 
PASS 

w r : + , /  v" 
John P. ~ q u g h ,  Member 

CcC 

E l i z a b e t f i  P. ;Ayriola, Member ,. 

lf f icio 

INACTIVE 
FILE ABSTAIN 



COMMITTEE ON HOUSING AND COMMUNITY DEVELOPMENT 
REPORT ON BILL NO. 677 

AN ACT TO AMEND PARAGRAPH (c) OF 84103, TO REPEAL AND REENACT 
PARAGRAPH (a) OF S4201, TO ADD A NEW PARAGRAPH (i) TO S4201, 
TO AMEND S4204, TO AEIEND S84208 AND 4210, TO ADD A NEW 
84214 ALL OF TITLE 12 GUN4 CODE ANNOTATED TO INCREASE THE 
HOME CONSTRUCTION AND LAND PURCHASE LOAN PROGRAM AND TO 
PROVIDE INTEREST SUBSIDY ON LOANS AUTHORIZED BY THE GUAM 
HOUSING CORPORATION. [Attachment 11 

Introduced by 
Senators Ted S. Nelson, and Carl T.C. Gutierrez 

PREFACE : 

The Committee on Housinq and Community Development, to which was 
referred Bill No. 677, "An act to amend Paraqraph (c) of S4103, to 
re~eal and reenact Paragraph (a) of 84201, to add a new Paraqraph 
(i) to 84201., amend S4232, to amend 884208 and 4210, to add a new 
84212 all of Title 12 Guam Code Annotated to increase the home 
construction and land purchase loan prosram and to provide interest 
subsidy on loans authorized by the Guam Housing Corporation," on 
Wednesdav, Se~tember 20, 1989 at 9:00 a.m. in the Legislative Session 
Hall. 

Committee members present were Senator Gordon Mailloux, Chairman, 
and Senators Ted S. Nelson, Martha C. Ruth, and Pilar C. Lujan. 

NOTIFICATION: 

Letters of notification were sent to the Governor, the President, 
Guam Housing Corporation, to the Committee members, the news-media 
and the genexal public. 

TESTIMONY: 

Appearinq before the Committee was Mr. Peter J. Leon Guerrero, 
President, Guam Housing Corporation. Mr. Leon Guerrero testified 
that Guam Housing fullv supports the intent of Bill No. 677. He 
went on to say that Guam Housing Corporation recoqnizes the need 
to increase their lending limit to address the increasing housing 
costs. Mr. Leon Guexrero also added that amendments to the 
Corporation's loan subsidy proqram must be instituted prior to the 
proqram's implementation. Mr. Leon Guerrero also informed the 
Committee that similar leqislation was heard by the Committee and 
that a consolidation of both bills will strengthen the program. 



In concluding his remarks, Mr. Leon Guerrero emphasized that revisions 
to the Corporation's lending program are necessary and should be 
more comprehensive and urged the Committee to consider submitting 
a comprehensive lending program to the Legislature for consideration 
and passage. 

There being no further witnesses, the Chairman adjourned. the Committee 
hearing on Bill No. 677. 

COPZMITTEE FINDINGS : 

The Committee on Housing and Community Development, to which was 
referred Bill No. 677, finds that: 

1. The intent of Bill No. 677 is to encourage and engage in low 
mod-erate income housinq activities, including development of 
residential subdivisions, construction of housing for rental 
or resale, and to make loans to qualified applicants for the 
purchase, construction, improvement or home repair. 

2. There exists a need to increase the lending limit for the 
construction of: homes. The increase will allow Guam Housing 
Corporation to provide families with the appropriate financing 
for homes. 

3. Bill No. 677 addresses the need by Guam Housing Corporation 
to adjust its lending limits to reflect the current real estate 
prices and construction costs and it will make changes to the 
Government Loan Subsidy Program that will allow the Corporation 
to carry out the legislative intent of the law. 

4. The Committee on Housing and Communitv ~evelowment, recognizing 
the need to assist the island's residents, hereby requests the 
members of the Legislature to act favorably on Bill No. 677, 
substituted bv the Committee. 

SECTION ANALYSIS: 

Please refer to Page 3 entitled "Profile on Substitute Bill No. 677." 

COMMITTEE RECOMMENDATION: 

The Committee on Housinq and Comrnunitv Development, to which was 
referred Bill No. 677, "An act to amend Paraqraph (c) of S4103, to 
repeal and reenact Paragraph (a) of 54201, to add a new Paraqraph 
(i) to 54201, to amend S4204, to amend S54208 and 4210, to add a 
new S4214 all of Title 12 Guam Code Annotated to increase the home 
construction and land purchase loan program and to the provide interest 
subsidy on loans authorized by the Guam Housing Corporation," has 
had the sane under consideration, and now wishes to re~ort back the 
same with the recommendation to do pass as substituted by the 
Committee. 



PROFILE ON SUBSTITUTE BILL NO. 677 

Brief Title: "The Home Loan Subsidv Program of 1989." 

Main Sponsors: Senators Ted S. Nelson, Carl T.C. Gutierrez, 
and Gordon Mailloux. 

Date Introduced: Tuesday, Mav 23, 1989. 

Assiqned Committee: Referred to the Committee on Housing and Community 
Development on Monday, May 22, 1989. 

Public Hearinq: The Committee on Housing and Community Development, 
to which was referred Bill No. 677, conducted 
a public hearins on Wednesday, September 20, 
1989 at 9:00 a.m. in the Leqislative Session 
Hall. 

Recommendation: To do pass as substituted by the Committee. 

Co-Sponsors: Senators Herminia D. Dierkinq, Joe T. San Aqustin, 
John P. Aguon, Elizabeth P. Arriola, Madeleine 
Z. Bordallo, Pilar C. Luian, Don Parkinson, 
Franklin J.A. Quituqua, Eddie D. Reyes, and Frank 
R. Santos. 

Official Title: "An act to amend §4103(c), to amend Article 2 
of 12 GCA Chapter 4, to amend §4201(a) and to 
add a new §4201(i), to amend § 4202 - 4213, 
and to add a new §4214, all pertaining to the 
activities of the Guam Housing Corporation, and 
to cite the Act as the Home Loan Subsidy Proqram 
of 1989." 

SECTION ANALYSIS 

Section 1. Amends §4103(c) of 12 GCA. The wurpose for the changes 
is to raise Guam Housinq Corporation's lendinq limit. This amendment 
Droposes to raise the lendinq limit for the construction of a home 
to $75,000. This increase will allow Guam Housing to provide families 
with the financinq for a home of a~propriate dimensions. Without 
the increase in the lendinq limit, manv families will be forced to 
build smaller homes than they need just to remain within the limit. 

The other chanae increases the lendins limit for the purchase of 
the property. Land prices have risen sharply in the last four (4) 
years. The increase is justified evidenced by the ever increasins 
real estate prices. 



Section 2. L~ends Article 2, Chapter 4, of 12 Guam Code Annotated. 
In short, this section makes changes to the Loan Subsidy Proqram 
administered bv the Corporation. A closer look at the amendments 
contained in Section 2 reveals that since the enactment of the Loan 
Subsidv, consumers were faced with prime interest rates of 21.50% 
double digit inflation and income levels far below those of their 
stateside counternarts. 

Today, although interest rates are almost half at what they were 
in 1980 and incomes have increased accordinqly, housinu costs have 
skv rocketed to almost four times what they were in 1980. The main 
reason the Subsidv Proqram was enacted in 1980 was because of inflation 
and high interest rates. The Subsidv Proqram is much more needed 
now because income levels have not kept u w  with the risinq housing 
prices. 

The amendment redefining the adjusted amount for each dependent and. 
to increase the amount quantifies the cost of a de~endency. This 
fiqure is consistent with that of the Farmers Home Administration 
standards. 

The addition and definition of the term dependent is also added to 
the Act. The previous definition was too restrictive and was amended 
to include not only children under the aqe of 19 years, but also 
students, handicapped children, and dependent parents. 

The amendments contained in S4202 are designed to protect the 
collateral interest that the Corporation has in the financed property. 
Loans made under this provision pose a siqnificant financial risk 
to Guam Housing. Not only are the customers who qualify under this 
program unable to obtain conventional financing, they are also unable 
to qualify for Guam Housing's reqular program. 

The first change is a change in the Loan to Value (LTV) Ratio from 
97% to 80%. In the event the Guam Housing needs to foreclose on 
the property chance that loses will occur on the sale are verv hiqh 
especially if the LTV remains at 97%. The 80% LTV is still riskier 
than most financial institutions who will loan at no hiaher than 
70% hut the risk at 80% is still manageable. If current standards 
that hanks use are considered, none of these a~plicants would qualifv 
at any LTV. 

The other change involves the minimum livinq area of the home. If 
a home is too small and the loan becomes distressed, the marketability 
is affected. This amendment would insure that certain minimum 
standards should be met for each tvpe of home constructed or purchased. 

Since the Federal Housing Administration (FHA) no lonqer sets interest 
rates, the words Guam Housing Corporation are substituted for the 
FHA interest rates. This would limit the Subsidy loan rates to the 
Corporation's regular lending program. 



Chanqes in the qualifvinq income levels are important to reflect 
current income standards. There are four suhsid.y levels which are 
continqent upon certain income levels. The maximum suhsidv is any 
income below 80% of the HUD median income. The minimum subsidy level 
is at the nedian income level. No one earninq more than the HUD 
established median income may qualify for a loan under this chawter. 
The amendments also allow Guam Housinq to change the income levels 
by the same percentage chanqe in the HUD guidelines. This way if 
HUD chanqes their figures periodically, Guam Housinqts income level 
will automatically change by the same percentage. These amendments 
will mandate that qualifying levels change when their median income 
chanqes . 
The Subsidy Program is intended to help families own their home, 
If the property is vacated by the mortgagor by either abandonment 
or leasing to a third party the subsidv sh.ou1d be terminated and 
the funds used to assist these whom the law was intended to help 
should be returned. 

Since the purpose of the Subsidy Program is to qive qualifying 
participants a break until their ability to pay catches up with their 
wayments, measures must he built in to prevent abuse. The change 
to this section ensures that the subsidv can only be continued for 
one additional vear and no longer. 

The amendment to 54214 ensures that funds appropriated to the 
Corporation will he used for the needy. This new section will prevent 
those who qualify at private institutions or through the Corworation's 
reqular lending proqram from qualifying for a subsidy. 

Section 3. Cites or makes reference to the Act as "The Home Loan 
Subsidy Program of 1989." 



TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular Session 

Rill No. 677 
Substituted bv the Committee 
on Housins and Community Develo~ment 

1ntrod.uced by: T. S. Nelson 
C. T.C. Gutiexrez 

J. T .  San Asusti 
J. P. Aquon u 
E. P. Arriola 
M. Z. Bordallo 
P. C. Lujan 
D. Parkinson 
F. J.A. Quituqua 

AN ACT TO AMEND S4103(c) OF 12 GCA, TO AMEND 
ARTICLE 2 OF 12 GCA CHAPTER 4, ALL PERTAINING 
TO THE ACTIVITIES OF THE GUAM HOUSING 
CORPORATION, AND TO CITE THE ACT AS THE 
HOME LOAN SUBSIDY PROGRAM OF 1989. 

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

Section 1. §4103(c) of 12 GCA is herebv amended to read: 

"§4103 (c) . To encouraqe and enqaqe in low and moderate 

income housinq activities, includinq development of 

residential subdivisions, construction of housins for rental 

or resale, and make loans to any person for the purchase, 

construction, improvement or repair of a home. All loans 

so made shall be of such sound value or so secured as 

reasonablv to assure repavment, takins into consideration 

the ~olicv of the Leqislature that the lendins powers of 

the Housinq Corporation shall be administered as a means 

for accomplishinq the wurposes stated in 54101 of this 

Chapter, and shall bear interest at a rate to be determined 

by the Board of Directors of the Guam Housinq Corporation 

but not to exceed two percent (2%) above the cost of funds 

until June 1, 1987, and thereafter, the rate shall not 

exceed the Federal Housinq Administration rate. 



Loans should be made to the residents of Guam to enable 

them to purchase or construct permanent homes which are 

typhoon resistent. All loans for the purchase or 

construction of such homes shall not exceed [Sixty Thousand 

Dol.lars ($60,000).] Seventv Five Thousand Dollars ($75,000). 

An additional sum of not to exceed  en Thousand Dollars 
(S10,000)] Twenty Five Thousand Dollars ($25,000) mav he 

borrowed for the purchase of lanc? upon which the huildinq 

is to be constructed. If the borrower already owns land 

upon which to construct a buildinq, the [Ten Thousand Dollars 

($10,000) 1 Twentv Five Thousand Dollars ($25,000) to be 

applied to purchase land may be applied f o r  purchase or 

construction of a building. Loans shall be siven only 

to residents who have been unable to obtain conventional 

financing from commercial lending institutions includinq 

but not limited to banks and savings and loan associations. 

At least three ( 3 )  written loan refusals from commercial 

lending institution shall be presented upon application 

for a Guam Housinq Corporation loan." 

Section 2. Article 2 of 12 GCA Chapter 4 is amended to 

read : 

"Article 2 

Government Loan Subsidv Act 

Definitions. 

Loans bv the Corporation. [(for constructions 

of homes1.1 

Vacant. 

Loans Made Under the Subsidy Proqram. 

Interest Subsidy for Low and Moderate Income 

Families. 

Government Subsidy Rate and Term Thereof. 

Limitation on Government Sunsidv Rate. 

Subsidy Schedule. 

Termination of Subsidv. 

Refund of Subsidv Monies. 

Income Certification. 



5 4 2 1 2 .  Extension of Termination of Subsidv T~rm. 

$4213. Cor~oration SubsiZv Fund. 

S4214. Qualifications for Interest Subsidv Proararn. 

54201. Definitions. As used in this Article: 

(a) "Adiusted annual income" means the total 

familv income less five ~ercent ( 5 % )  of such total 

familv income less [Three Hundred Dollars ($300) 1 

Four Hundred Eishtv Dollars ($480) for each de~endent. - 
[under twentv (20) vears of acre.] 

( b )  "Board." means the Board of Directors of 

the Guam Housinq Corporation. 

( c )  "Cor~oration" means the Guam Housinq 

Corpora.tion. 

d "Familv Income" means the total annual income 

derived from all sources for each member of the familv. 

e "Government." means the qovernnent of Guam. 

( f )  "Familv" means two (2) or more Dersons rel-ated 

hy bl.ood or marriase, livincr toqether as a household. 

( a )  "Interest Suhsidv" means interest paid by 

the qovernment on each loanmade hv the Cor~oration 

pursuant to the provisions of this .Article. 

(h) "Loan" means that loan made by the Cor~oration 

to a low or moderate income familv ~ursuant to the 

~rovisions of this Chaoter. 

(i) "Dependent" includes any child - or individua.1 

far whom the head of household has lesal auax6iansh.i~ ----- 
and who is under the aae of 19 vears; anv child or --- ---- - 
individual for whom the head of household has leqal ----- 
quard.ianshi~ and who is the ase of 25 provid.ed the - - - - - - -  - 
child - or individual is a full time student, or anv - - - - --  
indivirlual, child, relative, - or parent --- for whom the 

head of household has an oblisation to provide financial -- -- - 
S U D ~ O ~ ~  -- d.ue to seasons - of mental - or ~h,vsica.l inca~acity. 

S4202. Loans hv the Corporation. The Housinq 

Cornoration is authorized to nake loans under this Chapter 

to low an? moderate income families for the ~urchase or 



construction of their residential homes. All loans made 

hv the Housinq Corporation shall he subject to the following 

1.irnit.ations: 

( a  The maximilm loan authorized for the pilrchase 

or construction of a resid.entia1 hone sha.11 he 

[ninetv-seven1 eiahtv Dercent [ 9 0 % 1  (80%) of the 

amraised value of the Dronertv and irnnrovements. 

(b) The minimum livins areas for residential 

homes the subject of Housinu Corporation loans shall 

be [eiqht hundred thirtv (830) 1 nine hundred (900) 

square feet for two (2) bedroom-one-(1) bath homes, 

[one thousand ( I - ,  000 ) 1 one thousand one hundred (1,100 ) 
square feet for three ( 3 ) bedroom-one- (1 ) hath homes, 

one thousand two hundred sixtv two (1,260) sauaxe 

feet for three ( 3 )  bedroom-two- ( 2 bath homes, and 

[one thousand three hundred eiqhtv (1,380) 1 one thousand 
four hundred (1,400) square feet for four ( 4 )  

bedroom-t.wo-(2) hath homes." 

54203. Vacant. 

S4204. Loans Made Under the Silhsidy Procrram. Loans 

made bv the Cor~oration undex the suhsidv orosram sh.a.11 

bear interest at [a rate eaual to] the ~revailinq [Fedexal 

Housinq Administration] Guan Housinq Corporation rate. 

S4205. Interest Subsidv for Low and Moderate Income 

Families. The Government shall provide interest subsidies 

to qualified low and moderate income families for home 

construction, ~urchase, repair or improvement loans made 

by the Cor~oration. Subsidies sha.11 be available to each 

familv based on the family's adjusted income which shall 

he determined at the time of application and in accordance 

with the subsidv schedule under S4208 of this Article. 

S4206. Government Subsidv Rate and Term Thereof. 

The Government shall provide interest subsidies to cualified 

fami1j.e~. The subsidies shall he siven in accordance to 

the subsidv schedule set forth in 54208 within the limits 

as income and maximum subsidv amounts as follows: 



(a) For families with an adjusted income less than 

[Eleven Thousand Dollars ($11,000)1 Twentv Four Thousand 

One Hundred Dollars ($24,1001, the Government's maximum 

suhsidv rate shall be four ~ercent (4%) for the first vear; 

four ~ercent (4%) for the second vear; three percent (3%) 

for the third year; two nercent (2%) for the fourth vear; 

and one wercent (1%) for the fifth year; and one ~ercent 

(1%) for the fifth vear unless otherwise extended or 

terminated by the Cor~oration. 

(b) For families with an adjusted income equal to 

or qreater than [Eleven Thousand Dollars ($11,000)] Twentv 

Four Thousand Dollars ($24,0001, but less than [Thirteen 

Thousand Dollars ($13,000)1 Twentv Six Thousand One Hundred 
Dollars ($26,1001, the Government's maximum subsidy rates 

shall be three percent (3%) for the first year; three 

percent (3%) for the second year; two ~ercent (2%) for 

the third year; and one percent (1%) for the fourth year. 

The subsidv shall cease at the end of the fourth year unless 

otherwise extended or terminated by the Cox~oration. 

( c )  For families with an adjusted income equal to 

or qreater than [Thirteen Thousand Dollars ($13,000)1 Twenty 

Six Thousand One Hund.red Dollars ($26,100) but less than 

[Fourteen Thousand Do1la.r~ ( $14,000 ) 1 Twenty Eiuht Thousand 
One Hundred Dollars ($28,1001, the Government's maximum - 
subsidv rates shall be two percent (2%) for the first vear; 

two wercent (2%) for the second vear; and one percent (1%) 

for the third vear. The subsidv shall cease at the end 

of the third year unless otherwise extended o x  terminated 

bv the Corporation. 

( d )  Fox families with an adjusted income equal to 

or qreater than [Fourteen Thousand Dollars ($14,000)1 Twenty 

Eiqht Thousand One Hundred Dollars ($28,100), but less 

than [Sixteen Thousand Dollars ($16,000)1 Thirtv Thousand 

One Hundred Dollars ($30,100), the Government's maximum 

subsidy rates shall he one percent (1%) for the first year 

and second vears. The subsidy shall cease at the end of 



[ F H A ~  Guam Housina Corporation Rate 

% Government Interest Subsidv Schedule 

1st 2nd 3rd 4th 5th 6th 

Year Year 

16.00 4.00 4.00 

15.75 4.00 4.00 

15.50 4.00 4.00 

15.25 4.00 4.00 

15.00 4.00 4.00 

14.75 4.00 4.00 

14.50 4.00 4.00 

14.25 4.00 4.00 

14.00 4.00 4.00 

13.75 4.00 4.00 

13.50 4.00 4.00 

13.25 4.00 4.00 

13.00 4.00 4.00 

12.75 4.00 4.00 

12.50 4.00 4.00 

12.25 4.00 4.00 

12.00 4.(10 4.00 

11.75 3.75 3.75 

11.50 3.50 3.50 

11.25 3.25 3.25 

11.00 3.00 3.00 

10.75 2.75 2.75 

10.50 2.50 2.50 

10.25 2.25 2.25 

10.00 2.00 2.00 

9.75 1.75 1.75 

9.50 1.50 1.50 

9.25 1.25 1.25 

9.00 1.00 1.00 

S4209. Termination of 

subsidy under this Article 

Year Year Year Year 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 -00 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 -00 

3.00 2.00 1-00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .00 

3.00 2.00 1.00 . QO 
3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .OO 

3.00 2.00 1.00 .00 

2.75 1.75 .75 .OO 

2.50 1.50 .50 .00 

2.25 1.25 .25 .OO 

2.00 1.00 .oo .oo 
1.75 .75 .OO .OO 

1.50 .50 .OO .OO 

1.25 .25 .OO .OO 

1.00 . O O  .00 .QO 

.75 .OO .oo .oo 

.50 .OO .OO .OO 

.25 .00 .OO .OO 

.OO .oo .OO -00 

Subsidv. The qovernment interest 

shall automatically terminate if, 

durinq the subsidv term, the residence under the mortqaqe for 

which the subsidv was sranted is: 

6 



the second vear unless otherwise ext-ended or terminated 

bv +.he Corpor? tion. 

(el In the event the [Federal Housinq Administration's1 

Guam Housinq Corporation's rate decreases below twelve 

~ercent (12%), the initial maximum subsidy rate shall be 

reduced to that rate provided for under S4207 of this 

Article. The rates in S4205 (b), (c) and ( d )  shall also - 
be adjusted bv the same number of basis points between - --- - 
the maximum subsidy level -- and the rates provided for under 

S4207 - -  of this Article. The rate shall be the same the 

second vear until the rate equals zero. 

(f) The adjusted Income levels in paraqraphs (a), --  - 
(b), (c) and (dl of this subsection shall be adjusted ---- - 
periodicallv -- bv the percentacre chancre -- in the median income 

for th.e Territory as established by the U.S. De~artment -- - - -  
of Housinq and Urban Development established at the closins - -- 
of each loan, the subsidy level shall be fixed and shall -- - 
not he chanqed reqardless of any change in the median income. -- -- 7- 

S4207. Limitation on Government Subsidy Rates. The 

Government's subsidy rates shall not exceed four percent 

(4%) per annum. 

S4208. Subsidv Schedule. There is herebv established 

the followins subsidy schedule to which this Article applies. 

The rate of the Government subsidv shall be in accordance 

with the schedule subject to the limitations set forth 

in S4205. The initial subsidy shall depend on each instance 

on the prevailing [FHA] Guam Housinq Corporation rate at 

the time a loan is made. 



1 54210. Refund of Subsidv Monies. All subsidy monies shall 

2 be returned to the Government throuqh the corporation. If the 

3 propertv is transferred, conveyed, sold - or vacated ~ mortgaqor 
4 durinq the term of the mortqaqe all such monies will be deposited ---- -- -- 
5 into the Corporation Suhsidv Fund. -- 
6 54211. Income Certificate. At everv anniversary of the 

7 loan closinq durinq the term of the subsidy herein, the borrowers 

8 must certify to the Corporation in writinq their most current 

9 familv income. 

10 S4212. Sxtension of Termination of Suhsidv Term. U ~ o n  

11 recei~t of the borrower's income certification, the Cor~oration 

12 [will] shall review the borrower's financial condition, and: 

13 (a) If the Cor~oration determines that the borrowers 

14 need. the extension of the subsidv, the Corooration mav 

15 extend the subsidy term for [an] one additional year only. 

16 ( b )  If the Corporation determines that the borrowers 

17 no lonqer qualify for the subsidy, the Corporation mav 

18 terminate the subsidy. 

19 54213. Corporation Subsidy Fund. There is hereby 

20 established a fund to be known as the "Corporation Subsidy Fund", 

21 which shall be maintained separate and apart from any other 

22 funds of the qovernment of Guam. All monies received by the 

Corporation from the Government for payment of the qovernment's 

subsidies provided herein shall be deposited to the Corporation 

Subsidv Fund and shall be used solely for the payment of the 

Government's interest subsidy herein ~rovided. 

54214. Qualifications for Interest Subsidv Proqram. To 
uualifv for the loan subsidy Droqram, an individ.ua1 or family --- - - 
must show evidence of rejection from three ( 3 )  commercial mortqaqe -- - 
lendinq institutions --  and be unable - to qualify --  on the basis of 
income -- for Guam Housinq Cor~oration's regular lendins oroqram." 

Section 3. This Act may be cited as Home Loan Subsidy 

Program of 1989. 



f -1-3. Bill No. 2 ,  

Introduced by: 

TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular Session 

AN ACT TO AMEND PARAGRAPH (c) OF S4103: TO 
REPEAL AND REENACT PARAGRAPH (a) OF 54201: 
TO ADD A NEW PARAGRAPH (i) TO S4201: AMEND 
54204: TO AMEND 554208 AND 4210: TO ADD A 
NEW 54214 ALL OF TITLE 12 GUAM CODE ANNOTATED 
TO INCREASE THE HOME CONSTRUCTION AND LAND 
PURCHASE LOAN PROGRAM AND TO PROVIDE INTEREST 
SUBSIDY ON LOANS AUTHORIZED BY THE GUAM HOUSING 
CORPORATION. 

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

Section 1. Paragraph (c) of 54103 of 12 GCA is hereby ame-nded 

to read: 

"(c) To encourage and engage in low and moderate income 

housing activities, including development of residential 

subdivisions, construction of housing for rental or resale, 

and to make loans to any person for the purchase, 

construction, improvement or repair of a home. All loans 

so made shall be of such sound value or so secured as 

reasonably to assure repayment, taking into consideration 

the policy of the Legislature that the lending powers of 

the Housing Corporation shall be administered as a means 

for accomplishing the purpose stated in 54101 of this Chapter, 

and shall bear interest a.t a rate to be determined by the 

Board of Directors of l o  Guam Housing Corporation but not 

exceeding the Federal Housing Administration rate. Loans 

should be made to the residents of Guam to enable them to 

purchase or construct permanent homes which are typhoon 
, , .  

resistent. All loans for the purchase or construction of 

such homes shall not exceed [Sixty Thousand Dollars ($60,000) 1 
Ninety Thousand Dollars ($90,000). An additional sum not 



to exceed  e en Thousand Dollars ($10,000)] Twenty Five 

Thousand Dollars ($25,000) may be borrowed for the purchase 

of land upon which the building is to be constructed. Loans 

shall be given only to residents who have been unable to 

obtain conventional financing from commercial lending 

institutions including but not limited to banks and savings 

and loan ,associations. At least three ( 3 )  written loan 

refusals from commercial lending institutions shall .be 

presented upon application for a Guam Housing Corporation 

loan. l1 

Section 2. Paragraph (a) of 54201 of 12 GCA is hereby 

repealed and reenacted to read: 

"(a) "Adjusted annual income" means the total family 

income less five percent ( 5 % )  of such total family .income 

less [Three Hundred Dollars ($300)] Five Hundred Dollars 

($500) for each dependent. - 
Section 3. A new Paragraph (i) is hereby added to 54201 

of 12 GCA to read: 

i Dependent' shall mean any_ child - or individual 

f o r  whom the head of household has legal guardianship and ----- - - 
who is under the age of eighteen (18) years, and for any --  - - -- 
child - or person who has not attained the age of twenty-five --- - - 
(25) years, provided, however, that the child o r  individual - -- - 
is a full time student, 3 any person for whom the head - - - -  ---- 
of household has an obligation to provide financial support - -- - 
because - of mental - or physical inability." 

Section 4. 54204 of 12 GCA is hereby amended to read: 

11§4204. Loans Made Under the Subsidy Program. Loans 

made by the Corporation under the subsidy program shall 

bear interest at a rate equal to the prevailing [Federal 

Housing Administration] Guam Housing Corporation rate." 

Section 5. 54208 of 12 GCA is hereby amended to read: 

"54208. Subsidy Schedule. There is hereby establishec' 

the following subsidy schedule to which this Article applies. 

The rate of the government subsidy shall be in accordance 



with the schedule subject to the limitations set forth in 

S 4 2 0 5 .  The initial subsidy shall depend on each instance 

on the Corporation's prevailing [FHA] rate at the time a 

loan is made." 

Section 6. 54210 of 12 GCA is hereby amended to read: 

"54210. Refund of Subsidy Monies. All subsidy monies 

shall be returned to the Government through the Corporation. 

If the property is sold, - transferred, conveyed, - or vacated 

during the term of the mortgage all such monies will be 

deposited into the Corporation Subsidy Fund." 

Section 6. A new 54214 is hereby added to 12 GCA to read: 

"S4214. Qualifications. - To gualify --- for the loan subsidy 

program, - an individual must submit to the Corporation - at 

least three ( 3 )  written loan refusals from  commercial^ lending 

institutions - to qualify --- for the loan subsidy program." 



TESTIMONY ON BILL NO. 677 BEFORE THE 
COMMITTEE ON HOUSING 7 COMMUNITY DEVELOPMENT 

20TH GUAM LEGISLATURE 
The Honorable Gordon Mailloux, Chairman 

Submitted by: 

Peter J. Leon Guerrero 
President, Guam Housing Corporation 
September 20, 1989 

Mr. Chairman, and members of the. Coqmittee on Housing & 

Community Development, I am Peter J. Leon Guerrero, 

President of Guam Housing Corporation, appearing before you 

today to offer comments on Bill No. 677. 

Guam Housing Corporation fully supports the intent of Bill 

No. 677 in trying to provide housing opportunities for our 

people. We thank the bill's author and commend him for his 

efforts on behalf of those of our residents who aspire 

towards homeownership and for whom homeownership remains 

beyond reasonable reach. Clearly, action must be taken and 

soon. 

GHC recognizes the need to increase our lending limit to 

address increasing housing costs. Also, amendments to 

GHCts loan subsidy program must be instituted prior to the 

program's implementation. While we agree that these 

matters require the attention of this body we are concerned 

over some of the provisions and the lack of other 

provisions in Bill No. 677. 



@ Page 2 (testimony on Bill 677) 

As you may recall, back in June of this year GHC's Manager, 

Ernie Merfalen offered testimony in favor of Bill 683. 

This bill accomplishes both objectives of Bill 677. In our 

opinion Bill 683 not only addresses the concerns outlined 

in Bill 677, but goes one step further by updating income 

figures developed back in 1981 by.HUD and by developing a 

mechanism to change income levels as the median income 

changes. Bill 683 also ensures that the subsidy funds will 

be used only by the truly needy; those who not only do not 

qualify for commercial financing but also those who do not 

qualify for GHC's regular lending program. 

Another important change that bill 683 makes that bill 677 

doesn't is a change to allow the subsidy to continue for 

only one additional year. The purpose .of subsidy loan 

program is to allow low income borrowers to secure a fixed 

loan rate with government assistance until such time each 

borrowers income catches up with their ability to pay. 

GHC also favors Bill 683 over Bill 677 since Bill 683 

reduces the loan to value (LTV) ratio from 97% to 80%. The 

LTV is the risk factor by which mortgage lenders determine 

the loss potential on a mortgage loan; the higher the LTV 

the greater the risk of loss. Since these loans are 

already very risky because the clientele are low income 

borrowers, not reducing risk by reducing the LTV could 

create large financial losses should GHC need to foreclose 

on the loan in the future. 
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Bill 683 also keeps the language of the existing law intact 

by allowing those who are purchasing an existing home to 

borrow up to the combined lending limits for the 

construction of the dwelling and the purchase of land. 

This is an important part of our existing program not 

provided for in Bill No. 677. 

There also appears to be a serious technical flaw in this 

bill in that the Section 4103(c) cited is taken from 

legislation that has since been amended. 

Revisions to GHC's lending program are necessary and should 

be more comprehensive than what is provided for in Bill No. 

677. We testified in June of this year on just such a 

measure and respectfully request that Bill No. 683 be 

reported out and acted on by the Legislature. 

Mr. Chairman, thank you for the opportunity to comment on 

this measure. Should the Committee have questions or 

concerns I will respond as best as I can at this time. 



TESTIMONY ON BILL NO. 683 BEFORE THE 
COMMITTEE ON HOUSING & COMMUNITY DEVELOPMENT 

20th Guam Legislature 
T h e  Ilonor-a1)lc Gordon Mailloux, Chairman 

Submitted by: 
Ernie A .  Merfalen 
Act..ing President, Guam Housing Corporation 
June 14, 1989 

Mr. C a n ,  ; tn t l  members of the Committee on Ilousing 

and Community Development, I am Ernie A.  Merfalen, Manager 

of Guam Housing Corporation. I am offering comments in 

favor of Bill No. 6 0 3 .  

Bill 683 woulcl ~~ccomplish two main purposes. It will 

a d d r e s : ;  the need I)y GBC to adjust its lending limits to 

reflect current real estate prices and construction costs 

and it will make changes to the Government Loan Subsidy 

Program that will allow GHC to carry out the legislative 

intent at the law. 

Changes to 12 GCA 4103 (c) 
. ?I 
i 

The purpose for the changeg..,to 12 GCA 4103 (c) is to 

raise the GRC lending limit. A survey conducted by GHC in 

March of 1983 rcvcaled that construction costs on basic 

d c s i . y ~ ~  typhoon proc~ l  Ilomes range from $70,000 to $80,000. 

This legislation proposes to raise the lending limit for 

the c o ~ l s t : l - u c t i o n  o l  . I  home to $75,000. This increase will 

allow GEIC to provi.clct families with the financing for a home 

of appropriate climc~~sions . Unless the limit is adjusted 

many families will be forced to build smaller homes than 

they nuc.c! to renl;til: I . J ~  thin the lending limit. 



The other c h a n g e  to this subsection involves the 

increase in the lcnding limit for the purchase of the 

property. Land prices have risen sharply in the last four 

years. A survey dune in May, 1989 revealed that the median 

price of the lots surveyed was between $28.02 and $30.64 

per square meter. The average is $120.87 per square meter 

based on today's p r i c c ? ~ .  We believe that an increase in 

the lending limit for the purchase of the lot from $10,000 

to $25,000 is not only justified but critically needed. 

Under the current ].ending limit of $10,000 we've discovered 

that borrowers who build homes either have to secure 

outside f u n d i n g  sources such as from relatives to obtain 

the lot to b u i l d  their home. Those who don't have 

relatives with rn0ni.y or land will likely be left out in the 

cold. 

C1IANGF;S TO THE LOAN SUBSIDY ACT 
AI27'1.CI,I< 2 0C 12 GCA CHAPTER 4 

.- .. 
Historical Perspective - ------ . . 

In 1980 and 1.981 when the Loan Subsidy Act was first 

created, Guam corlsilmers where faced with prime interest 

rates oC 2 1 . . 5 0 2 ,  d o t 1 1 ) l c  digit inflation and income levels 

far below those of tl~eir stateside counterparts. 

'I.'oclay, although interest rates are almost half at what 

they were in 1980 P . I ~ ( !  incomes have increased accordingly, 

housing costs h a v c  sky rocketed to almost four times what 

they were in 1 9 8 0 .  'l'oclay homes built for $40,000 in 1980 

can sell for $ l G 0 , 0 0 0  or more. 
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The m a i n  r e a s o n  f o r  t h e  S u b s i d y  A c t  i n  1980 was 

i n f l a t i o n  and h i g h  i n t e r e s t  r a t e s .  Today, t h e  S u b s i d y  i s  

j u s t  a s  much need 2s  j . t  was i n  1980 b e c a u s e  income l e v e l s  

havc n o t  k e p t  up w i t - 1 1  r i s i n g  h o u s i n g  p r i c e s .  

The Governor :is p r o p o s i n g  s e v e r a l  t e c h n i c a l  changes  

t h a t  GHC s u p p o r t s ,  t - o  t h e  e x i s t i n g  law t o  a d d r e s s  c u r r e n t  

c o n d i t i o n s .  Changcs  must be made t o  s e c t i o n s  p e r t a i n i n g  t o  

c u r r e n t  income l e v c l s  and c u r r e n t  h o u s i n g  c o s t s  t o  e n s u r e  

the p r a c t i c a l  a p p l i c a t i o n  of  t h e  law a s s i s t i n g  t h e  segment  

of t h e  community t h c  l e g i s l a t i o n  was i n t e n d e d  t o  h e l p  which 

i s  t h e  lower  moclerar-c income segment .  

S u b s e c t i o n .  4 2 0 1  D e f i - n i t i o n s :  .- 

( a  Adjustecl Annual Income. GHC s u p p o r t s  t h e  

p roposed  changes  i n  t h e  a d j u s t m e n t  amount f o r  e a c h  

t lcpcnt lcnt  t o  a r r j  v(> a t  an  Adjus ted  Income f o r  p u r p o s e s  of 

t h i s  A r t i c l e .  The $300 f i g u r e  t h a t  c u r r e n t l y  e x i s t  was 
' ). 

deve loped  i n  1.980.  The $480 . 'pr.oposed change would more . . 
adequately q u a n t i f y  the c o s t  of a  dependancy.  T h i s  f i g u r e  

i s  t h e  same a s  t h e  c u r r e n t  FmHA s t a n d a r d .  

( i. ) We a1 c;c) s l ~ p p o r t  t h e  p r o p o s a l  t o  add a new 

d e f i n i t i o n  t o  d e f i . 1 1 ~  a dependen t  as a n y  p e r s o n  who, by 

n e c c s s i  t y ,  i s  rcqlt i r e d  t o  s u b s i s t  on t h e  househo ld  income. 

The p r e v i o u s  c le f in i t - ion  was t o o  r e s t r i c t i v e  and s h o u l d  b e  

amended t o  i n c l u d e  n o t  o n l y  c h i l d r e n  under  1 9  b u t  a l s o  

s t u d e n t s ,  handicapped c h i l d r e n ,  and dependen t  p a r e n t s .  
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Subsection 4202  Loans by the. Corporation 

GHC supports the proposed changes to this section to 

protect the col1at:c~al interest that G H C  has in the 

financed property. Loans made under this chapter pose a 

significant financi risk to G H C .  Not only a r e  the 

customers who qualify under this program unable to obtain 

conventional financi~~y, they are also unable to qualify for 

GI!C ' s r e g u l a r  progr;lil\. 

The first change is a change in the Loan to Value 

Ratio (LTV) from 97% Lo 80%. In the event G H C  needs to 

foreclose on the property chance that loses will occur on 

the sale are very high especially if the LTV remains at 

9 7 2 .  The 8 0 8  1,TV is still riskier than most financial 

institutions who will. loan at no higher than 70% but the 

risk at 8 0 %  is : ; L i l l  manageable. If current standards that 

banks use are consiclcred, none of these applicants would 

c ~ u a l  i. f y at a n y  T,TV. 

The other change to this section involves the minimum 

living area of the home. If a horne.'iis too small and the 
. .. 

loan becomes distressed, the marketability is affected. A 

survey of GHC's contractors done in' March of this year 

inclic;ltc that CC?I - !  , I  i n minimum standards should be met for 

each t y p e  of home c-onstructed or purchased. 

4202 Loans made unclcr the Subsidy Program 

The words G L I ~ I I I  IIousing Corporation are substituted for 

Federal. i-Iousing A c t m i  nistration ( FIiA) since the FHA no 

longer sets intere:;~: rates, the phrase "a rate equal to" 
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was removed since GNC's rate varies depending on the 

purpose or term at the loan. We s u p p o r t  this proposal 

since it would limit the Subsidy loan rates to those of 

GHC's regular lending program. 

4206 Government, Subsidy Rate & Term thereof 

Changes in the qualifying income levels are important 

to reflect current income standards. There are four 

subsi-dy levels which are contingent upon certain income 

levels. The maximum subsidy is any income below 808 of the 

HUD median income. The minimum subsidy level is at the 

median income level. No one earning more than the HUD 

established median income may qualify for a loan under this 

chapter. The amendments also allow GIIC to change the 

income levels by the same percentage change in the HUD 

guidelines. This way if HUD changes their figures 

periodically, GHC's income levels will automatically change 

by the same percentage. GHC support$ these amendments since 
+k a 

they will mandate that qualifying'levels change when their 

median income changes. 

4209 Termination of Subsidy 4210 Refund of Subsidy Monies 

The Subsidy Act is intended to help families to own 

their own home. If the property is vacated by the 

mortgagor by either abandonment or leasing to a third party 

the subsidy should be terminated and the funds used to 
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assist these whom t l l c  law was intended to help should be 

returned. We are in favor of those change since it limits 

subsidy funds to t l l o : ; c :  who are financing a home for their 

own use, not for r c11 t . n l  purposes. 

4212 Extension of l'crmination of Subsidy -- - . - - - . - -- -- 

Since the purpose of the Subsidy Act is to give 

qualifying parti.ci pants a break until their ability to pay 

c a t c h e s  up with t h i :  i r .  payments, measures must be built in 

to prevent abuse. The change to this section ensures that 

the subsidy can only be continued for one additional year 

and no longer. 

4214 Qualifications for Interest. Subsidy. Program 

Addition of this section ensures that funds 

appropriated under this Chapter will be used for the truly 

n c c d y .  This new ccc:tion will prevent those who qualify at 

private institutions or through GHC's regular lending 

program from q u a l . i f y i n g  for a Subsidy. 

Mr. Chairman, thank you for the '.op$ortunity to comment on 
. .. 

t h i . s  measure. Sl~ould the committee have questions or 

concerns I will respond as best as I can at this time. 

ERNIE A. MERFAL fi "L, 



TWENTIETH GUAM LEGISLATURE 
1389 ( F i r s t )  .Regular S e s s i o n  my 2 3 '89 

Introduced by: Committee on Rules 
A t  t h e  r e q u e s t  of t h e  
G o v e r n o r  

A N  A C T  TO A M E N D  12 G C A  4 1 0 3 ( ~ )  A N D  A M E N D  
ARTICLE 2 O F  1 2  G C A  CHAPTER 4 R E L A T I V E  T O  
THE AUTHORIZED ACTIVITIES OF GUAM HOUSING 
CORPORATION. 

BE IT E N A C T E D  R Y  THE PEOPLE OF THE TERRITORY OF GUAM: 

S a c t i o n  1, 12 G C A  4103(c) i s  nmendod t o  r e a d :  

"§4103(c). T o  e n c o u r a g e  and engage in low and 

x a d e r a t c  i n c o m e  h o u s i n g  a c t i v i t i e s ,  i n c l u d i n g  

development o f  rasidential subdivisions, construction 

u f  housing for rental or resale, and make loans to any 

p e r s o n  for tho purchase, construction, improvement or 

r b p n i r  of a homo.  A 1 1  loans so made shall be of such 

s o u n d  v a l u e  or s o  s o c u r e d  a e  reasonably to assure 

r e p n y m e n t ,  taking i n t o  consideration the policy of the 

L e q i s l a t u r e  t h ~ ~ t  t h e  l e n d i n g   power^ of the Housing 

c o r p o r a t i o n  s h a l l  b e  sdministersd as n m e a n s  f o r  

accomplishing the purposes stated in 4101 of t h i s  

C h a p t c r ,  a n d  : + h a l l  b e a r  interest a t  a rate t o  b e  

d e t e r m i n e d  b y  t . h ~  B o a r d  of Directors of t h e  Guam 



Housing carparation but not exceed two percent (2%) 

above the c o r t  of funds  until J u n e  1, 1987, and  

t h e r e a f t e r ,  t h e  rate shall not oxcesd the Foderol 

H o u s i n g  A d m i n i s t r a t i o n  rate. 

Loanc  should be made to the rosidants of Guam to 

enable them to purchase or construct permanent homes 

w h i c h  are t y p h o o n  resistant. All loans for the 

purchase or ( : c ) n s t r u c t i o n  of cuch homes shall not 

exceed [Sixty ~ h o u s a h d  D o l l a r s  ( $ 6 0 , 0 0 0 )  ] Seventv 

Fi.vc Thou . -.- a n  D . .  ( t i 7 5 , O O Q )  - An additional sum of 

n o t  to exceed ['Ten Thousand Dollars ($10,000) ] 

- ' r ~.vs  Thoursnnd Qo1.lu.s ($25.000) may be borrowed for 

thn purchaso of land upon which the bui ld ing  is  t o  be 

constructed. If  tho borrower already owns l a n d  upon 

w h i c h  t o  construct a b u i l d i n g ,  tho [Ten Thousand 

Dollars ( $ 1 0 , 0 0 0 )  1,  Twenty Five T h o u s a n d  DoU.a r s  

-C$25, OO0J- to he applied to purchase land may be 

a p p l i e d  f o r  purchase or construction of a building. 

Loans  shall h e  given only t o  residents who have been 

u n a b l e  t o  o b t a i n  conventional financing from 

commercial landing i n s t i t u t i o n s  including but not 

l ' imi tod  to bnnlcn and s a v i n g s  and l o a n  associations. 

A t  l e a s t  t h r e e  ( 3 )  written loan refusals f rom 

c ~ n r n c r c i a l  1 ~ n d i n g  i n s t i t u t i o n s  s h a l l  b e  presented 

upon application f o r  a Guam Housing Corporation loan.I1 



1 S e c t i o n  2 ,  Article 2 of 12 G C A  C h a p t e r  4 is 

2 a m e n d e d  to r e a d :  

3 "ARTICLE 2 .  GOVERNMENT L O A N  S U B S I D Y  ACT 

4 

5 S 4 2 0 1 .  Definitions. 

6 s 4 2 0 2 .  L o a n s  b y  t h e  C 0 , r p o r a t i o n  [ ( f o r  

c o n s t r u c t i o n  o f  h o m e ) ] ,  

V a c a n t .  

L o a n s  Made Under the Subsidy Program.  

I n t n r c s t  S u b s i d y  f o r  L o w  a n d  M o d e r a t e  

I n c o m e  F a m i l i e s .  

Govnrnment Subsidy Rat@ and  T e r m  Thoreof. 

Limitation on Government Subsidy Rate. 

Subsidy Schedule. 

Termination of S u b s i d y .  

R e f u n d  o f  subsidy Monies, 

Income certification, 

Extansion of T e r m i n a t i o n  of S u b s i d y  T e r m .  

Corporation Subsidy Fund. 

Q u n I . i r i c a t i ~ n 6 :  f o r  I n t e r e g t  S u b s i d v  

P r o q r a m ,  



( a )  " A d  j u s  t o d  a n n u a l  i n c o m e t 1  means t h e  t a t a l  

family i n c o m e  l e s s  fiva percent ( 5 % )  of s u c h  t o t a l  

family income lass [Three Hundred Dollars ($300)] p p u r  

n u r i d r e d  ~ i c l h t . y  Dollars ( $ 4 8 0 )  f o r  e a c h  d e p e n d e n t ,  

iunder t w e n t y  ( 2 0 )  y e a r s  of ago.] 

( h )  t f ~ o a r d l t  maans the Board of Directors of t h s  

Guam H o u s i n g  Corporation. 

( c )  l l C o r p o r a t i o n l '  m e a n s  t h e  G u a m  H o u s i n g  

C o r p o r a t i o n .  

( d )  I f F a m i l y  r n ~ o r n a ~ ~  means t h e  total annual income 

d e r i v e d  f r o m  a l l  sources for each member of t h e  

family, 

( e )  l t G o v e r n r n a n t t t  meahs the government of Guam. 

( f )  u F a m i l y "  means t w o  ( 2 )  or more persons related 

by blood or mnrringe, living together as a h o u s e h o l d .  

( g )  t t L n t e r e s t  S u b s i d y u  means interest p a i d  by the 

g o v e r n m e n t  on o a c h  l o a n  m a d a  b y  the Corporation 

p u r s u a n t  t o  t h e  provisions of t h i s  Article. 

( h )  t t L o a n t l  maans t h a t  l o a n  made by the c o r p o r a t i o n  

to a low o r  moderata incoma family pursuant to t h e  

provisions of t h i s  C h a p t e r .  

( i I  " D e ~ q n d a a L . ~  inclu.&fis unv c h i l d  or individual. 

f ~ r  whom t h e  h e  A-ehold &LS S e w  - c r u a r d i a ~ ~ h i g  

a n d  w ho i s  l a n d e r  the ase  of- 19 years; anv child or 

h d i v i d u l  f ~ ? :  whom t h e  head of household has XecraL 

w . - , p  a n d w h o  i a  t h e  acre o f  2 5  p r o v i d e d  t h e  



c h i l d  or i n d h . j . d u u J  i i s  a P u l l  t h e  student, o r  a n y  

i n d i v i d u a l ,  c b i l . 4 ,  Y e l a t i v e ,  or parent f o r  w h p m  t h e  

h a a d  o f  h o u s U c , 1 d  h w a n  ~ b l i a a t i o n  t o  p r o v i d k  

finhncial G I . I ~ J - -  reagons o f  mental or ~ h v s i c d  

i n c a g ~ c i t y .  

5 4 Z P 2 .  L - v a n @  kV t h a  - 1 ~ 0 I : h t i ~ n ~  T h e  H o u o i n g  

Corporation is a u t h o r i z e d  t o  make Loans u n d e r  t h i s  

C h a p t o r  to low and moderate income families for the 

purchase or construction of their residential homes. 

A 1 1  loans m a d e  b y  the Housing C o r p o r a t . i o n  shall b e  

s u b j a c t  to tk a  following limitations: 

( a )  T h e  m a x i m u m  loan authorized f o r  the purchase 

o r  c o n s t r u c t i o n  o f  a residential home s h a l l  b e  

[ n i n e t y - s e v e n ]  percent [ (97%) ] L e o % ) ,  of t h e  

a p p r a i s e d  v a l u e  o f  the property and irnprovemonts. 

( b )  The m i n i . m u m  living areas for residential homes 

t h e  s u b j a c t  o f  Housing Corporation l o a n s  s h a l l  b e  

[eight hundred thirty (830)] nine hundred  ( 9 0 0 1  square  

f e a t  for t w o  ( 2 )  bedroom-one-(1) bath h o m e s ,  [ o n e  

t h o u s a n d  ( 1 ,  0 0 0 )  1 -thou h u n d r e d  ( 1 . J o o l  

s q u a r e  fast for three (3) bedroom-one-(1) bath homes, 

o n e  t h o u s a n d  t:vo hundred cixty (1,260) square feet f o r  

t h r o e  ( 3 )  b e d r o o m - t w o - ( 2 )  b a t h  h o m e s ,  a n d  [ o n e  

t h o u s a n d  t h r o c 3  hundred eighty (1,380)] 

f o u r  h u n d r c l ,  ( 1 , , 4 0 0 ' )  s q u a r e  f e e t  f o r  f o u r  ( 4 )  

b e d r o o m - t w o -  ( 2) b a t h  homes. I' 
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7. 

3 5 4 2 0 4 .  m e  I t n u - U n d e r  th+ flubsiliv P r o c ~ r a p ~  

q L o a n s  m a d e  b y  t h e  Corporation u n d e r  t h e  s u b s i d y  

5 p r o g r a m  s h a l l  bear interest at [a rate equa l  to] the 

5 prevailing [ F e d e r a l .  Housing A d m i n i s t r a t i o n ]  G u a a  

7 ~ ~ Q U S ~ C T  C ~ r ~ 2 ~ 9 1 : n i ~ n  r a t e *  

8 

9 § 4 2 0 $ .  w e a t  flubaid-? f o r  L O W  and Modarate in con^ 

F.4rnilieq 

The Government shall provide intarest subsidies to 

q u a l i f i e d  low and m o d e r a t e  income families f o r  home 

construction, p u r c h a s e ,  r e p a i r  or i m p r o v e m e n t  loans 

made by the Corporation. subsidies shall be available 

to each f a m i l y  based on the family's a d j u s t e d  income 

w h i c h  shall be d o t a r m i n e d  a t  the tima of application 

a n d  i n  a c c o r d a n c e  with the subsidy schedule under 

S 4 2 0 8  of this A r t i c l e .  

5 4 2 0 6 .  ~ o v o ~ p r n e n t :  B ~ Y  Rat0 an4 _Term T h a t e a t .  

The Government shall provide interest subsidies to 

2 3 qualified f a m i - l i e s .  T h e  subsidies shall be g i v e n  in 

2 4 a c c o r d a n c e  to the subsidy schedule set forth in S 4 2 0 8  

25 w i t h i n  t h e  l i m i t s  a s  i n c o m e  a n d  m a x i m u m  subsidy 

26 a m o u n t s  a s  follows: 



( a )  F o r  families with an adjusted incoma less than 

[ E l e v o n  T h o u s a n d  D o llars ( $ 1 1 , O O O ) ]  T w e n t v  F o u r  

TPI1.sand o n e  H u n d r e d  D ~ l L a r a  ($24,10QJ-, t h e  

G o v c r n m a n t ' s  m a x i m u m  s u b s i d y  r a t e  s h a l l  b e  f o u r  

percent ( 4 % )  for t h e  first year; f o u r  percent ( 4 % )  f o r  

t h e  sdcond y c a r :  t h r e e  porcent ( 3 % )  f o r  the third 

y e a r :  two percent (2%) for tha fourth year; and one 

p e r c a n t  ( 1 % )  f o r  the fifth y a a r  unless otherwiss 

e x t e n d a d  o r  t e r m i n a t e d  by t h e  Corporation. 

( b )  For fanilies with an a d j u s t e d  i ncome equal to 

or g r e a t o r  t h a n  [Eleven Thousand Dollars ($ll,OOO)] 

T w e n t y  Four Thousand Hundred Dol- ($24,100) but 

less t h a n  [Thirteen Thousand Dollars ($13,000)] T w e n t v  

S ' X  1 T h o u s a n d  O n e  H u n u r d  Dol,11rs ( $ 2 2 ,  l O O O ,  t h e  

~ o v e r n n e n t ~ s  m a x i m u m  s u b s i d y  rates shall b e  t h r e e  

p e r c e n t  ( 3 % )  f o r  t h e  first year; three percent ( 3 % )  

f o r  t h e  s e c o n d  y a a r ;  two percent ( 2 % )  f o r  the t h i r d  

yoar: and one porcent (1%) for tho fourth year. The 

s u b s i d y   hall c e a s e  a t  the end o f  t h e  fourth yaar 

u n l e s s  o t h e r 7 , : i s s  e x t e n d e d  o r  t e r m i n a t e d  b y  t h e  

Corporation. 

( c )  For f a ~ , 1 i . l i e s  with an  a d j u s t e d  i n c o m e  e q u a l  t o  

c r  greater ti1:iri [Thirteen Thousand Dollars ($13,000)] 

Xlq$nt t j  s ~ , s a ~ r l  One Hun-rd n p l l l a r s  (S26.lOQl but 

less than [Fourtoon T h o u ~ a n d  Dollars ($14,000)] Twentv 

:::jlqht Tho\.15q_n_1:!_- O n e  Hundred  Qollars ( $ 2 8 , 1 0 0  1 , tha 



~ o v e r n m e n t ' s  m a x i m u m  s u b s i d y  r a t e s  s h a l l  b o  two 

percent ( 2 % )  f o r  the first y e a r ;  t w o  p e r c e n t  ( 2 % )  for 

t h e  second y e a r ;  and one percent (1%) for the t h i r d  

year. The subsidy shall cease  at the end o f  t h e  t h i r d  

y d a r  unless o t h a r w i ~ e  e x t e n d e d  or terminated by t h a  

C o r p o r a t i o n .  

(d) For families w i t h  an a d j u s t e d  income aqua1 to 

or greater than [ F o u r t e e n  Thousand Dollars ($14,000)] 

T y e n t v  E i q h t  I ~ O  m usand One Hundred Dollars I $ 2 8 , 1 0 0 )  by 

less t h a n  [ S  i : ; taen Thousand D o l l a r s  ( $ 1 6 , 0 0 0 )  ] ~ h i r t v  

T h o u s a n d  On0 H u n d r e d  Doll h r s  ( $ 3 0 ,  J 0 0 )  , t h e  

G o v e r n m a n t r s  m a x i m u m  s u b s i d y  r a t e s  shall b e  o n e  

percent (1%) for the first year and second y e a r s .  The 

subsidy shall c e a s e  at the end  of the s e c o n d  y e a r  

u n l e s s  o t h e r w i s e  e x t e n d e d  o r  t a r m i n a t e d  b y  t h e  

C o r p o r a t i o n ,  

( e )  I n  t h o  e v e n t  t h e  [ F e d e r a l  H o u s i n g  

Administration's] a a m  H o u s i n q  C o r p o r a ? . i o n l s ,  r a t e  

d e c r e a s e s  b e l o w  t w e l v e  percent (12%), the i n i t i a l  

m a x i m u m  s u b s i d y  rate shall b e  reduced t o  that rate 

p r o v i d b d  f o r  under 4207 of this A r t i c l e ,  The rates in 

4 2 0 5  (b). ( ~ - L . . _ ~ \ n d . 4 h a 1 J  also ba a d - l u s t e d  h v  tha 

p a m e  n u m b o r  o f  basis p o i n t s  b e t w e e n  t h e  maximum 

U i d v  level,, find t h e  mtes p r o v i d e d  f o r  under 5 4 2 0 7  

o f  t h i s  A r t 6 c 1 0 t  .- T h a  rate s h a l l  be the same t h e  

s ~ c o n d  y a a r  l . l n t . i l  t h e  rate equals zero. 



( f )  The a c l j  i ~ s t ~ ~ ~ e v c l s  in p a r a q ~ a n h s  f a1 .> 

(b) , t c )  a n d  ( d l  o f  this subsection shall & a d l u s t e d  

tm median  ~ ~ z r i o d i c ~ g l l v  by{ .f.be wercentage chancre in 

Ancone  f o r  the Tsrritorv 8 5  established h v  t h e  U . S .  

l J ~ . ~ , j y . , t m e n t  ~f H o u s i n a  a n d  U r b a n  D a v e l . o p m o n t L  

gstablished q.,L t h e  c l o s i n u  o f  each 1 . u -  t h e  subs id^ 

L o v e 1  shall b-9 f i ~ 6 d  . , a n d  s h a l l  nnk b e  c h a n s e d  

w a r d l o $ s  o f '  a a a n  i i n c o m e .  

$ 4 2 0 7 .  &irnf , ta t i .?*n Qn ( 3 o v e k n m e ~  Rate. 

T h e  Government's subsidy rate shall not e x c e e d  f o u r  

percent ( 4 % )  p a r  a n n u m .  

B4208. R ~ h e d u l _ ~ .  

There. is h e r e b y  e s t a b l i s h e d  the following subsidy 

schedule to which this ~ r k i c l s  a p p l i e s ,  T h e  rate o f  

t h e  G o v e r n m e n t  s u b s i d y  shall be in accordance with the 

s c h e d u l e  s u b j e c t  t o  the limitations set f o r t h  i n  

5 4 2 0 5 .  T h e  i n i t i a l  s u b s i d y  s h a l l  depend on each 

i n s t a n c e  o n  t h e  p r e v a i l i n g  [ F H A ]  1"JYam H o u s i n a  

c o r p ~ _ 8 $ - i r ) n  r a t e  at t h e  t i m e  a l o a n  is m a d e .  



i [ F H A ]  Q&3m I i~ug , incy  C ~ r ~ o r a t i o ~  Rate 

2 ( %  Govcsrnment I n t e r o l e t  S u b s i d y  Schadule 

j --------.----------.------------------------------------------ 

4 1st 2 n d  3rd 4th 5th 6th 

5 Y s n r Y - ~ W Y . e x B l Z  w 
6 16.00 4.00 4 . 0 0  3.00 2.00 1.00 .OO 

7 15.75 4.00 4 . 0 0  3.00 2.00 1.00 . O O  

8 15.50 4.00 3 4  .OO 3.00 2.00 1 - 0 0  000 

5) 1 5 . 2 5  4 . 0 0  4 . 0 0  3.00 2-00 1.00 . o o  

1. 0 15.00 4.00 4 . 0 0  3.00 2.00 1.00 , 00 

11 14.75 4.00 11.00 3.00 2.00 1.00 . O C  

12 14.50 4 ,OO 4 . O O  3 . O O  2.00 1.00 .oo 

13 14.25 4 . 0 0  4 - 0 0  3.00 2.00 1-00 .OO 

1 4  14.00 * 1 . 0 0  . ! . O O  3.00 2.00 1.00 . O O  

15 13.75 4 100 4 .OO 3 - 0 0  2.00 1 + 0 0  00 

16 13.50 4 . O O  -: - 0 0  3.00 2.00 1-00 . O O  

L 7  1 3 . 2 5  4 . 0 0  ( 1 .00  3.00 2.00 1 . 0 0  000 

18 1 3 . 0 0  4 l o o  4 . 0 0  3.00 2,00 1.00 • 00 

19 12.75 4 . O O  4 . O O  3.00 2.00 1.00 00 

2 0 1 2 . 5 0  4.00 4 . 0 0  3.00 2.00 1.00 .OO 

2 1 1 2 . 2 5  4 . 0 0  e i . 0 0  3.00 2 e O O  1 - 0 0  . O O  

22 12.00 4 . O b  4 . O O  3.00 2.00 1.00 .OO  

2 3 11.75 3 . 7 5  i . 7 5  2 . 7 5  1.75 , 7 5  + O O  

2 4 11.50 3.50 ! . 5 0  2.50 1.50 *50 , O O  

25 11.25 3 , 2 5  1.25 2.25 1,23 . 2 5  . O O  



S ~ Z O ~ . . .  T a r W i i . o s  of Bubvi4y. 

T h e  g o v e r n m e n t  i n t e r e s t  s u b s i d y  under t h i s  A r t i c l e  

shall automatically t e r m i n a t e  if, during the subsidy 

t e r m ,  t h e  r e s i d e n c e  under the mortgage for which the 

subsidy was g r a n t e d  is: 

( a )  transferred or c o n v e y e d ;  

( b )  t h e  p r o p ~ r t y  is sold; or 

( c )  t h e  p r o p n r t y  is vaca ted  by martunaor.  

5 4 2 3 P .  Refund of Rubsid'f X o n i q k .  

A l l  subsidy m o n i e s  shall be returned to t h e  Government  

t h r o u g h  t h e  C o r p o r a t i o n ,  I f  t h e  p r o p e r t y  is 

a q f r r r ; o r ~ v c p v e d ,    old or v a - c a t o d  bv . m o r t a a g o E  

$llrins t h e  t e r m  o f  the morj;craqa a l l  ~ u c b  m ~ n i e s  w i l l _  

d e p o s i t ~ d  j.n.Co the C o r ~ o r a t i o n  S u b s i d v  F w d .  



1 54212. J n c o m o  cestifiaation. 

2 kt every anniversary of the loan closing during the 

3 term of the subsidy herein, the borrowers must certify 

4 to t h e  Corporation i n  writing t h e i r  most current 
- 
3 family i n c o m e .  

6 

Sat.LO 8 x t t : c n L ~  Qm- 
Upon receipt o f  t h e  borrower's income certification, 

t h e  Corporation [will] % $ a l l  review the borrower's 

f i n a n c i a l  condition, and: 

(a) If the c o r p o r a t i o n  dotermines  that ths borrowers 

need t h e  extonsion of the subsidy, the c o r p o r a t i o n  may 

a x t e n d  the s u b s i d y  term f o r  [an] one additional year 

anlv. 

( b )  If the corporation determines that the borrowers 

no longer qualify for the subsidy, the corporation may 

t e r m i n a t e  the subsidy. 

S42  $ 3  ,. S = o r p ~ r ~ t i o n  Subsidy F u u .  

There is hereby established a fund to be known as the 

ltCorporation Subsidy Fund," which s h a l l  be maintained 

3.2 s e p a r a t a  and a p a r t  from a n y  o t h e r  f u n d s  o f  t h e  

23. . g o v a r n m e n t  of G u a m .  A l l  monies received by the 

2 4 Corporation ?::am the Government for payment of the 

25 G o v e r n m e n t ' s  s u b s i d i e s  p r o v i d e d  herain s h a l l  be 

2 6  deposited to t h o  corporation Subsidy Fund and shall 



b e  used  solely f o r  t h e  p a y m e n t  of the  government'^ 

i n t e r e s t  ~ u b s i d y  h e r e i n  p r o v i d e d ,  

S U J & .  Q a u c l i f i u _ ~ , t : ~ a  f ~ r  Intarest S u b a 4 v  P r o c r r m .  

TQ uunligv r o r  t h e l ~ ~ l l b g l i l v  D r c m r R m .  a n  i n d i v 3 d u . A  

Q r a  . - ' l v  w t  show e v i d e n c s  ,of r e l e c t i o n  from T h r e e  

1 3  1 c n m - m g r c ~ a l  m ~ r  t c t n m  l e n c i n n  i n s t i t u t  4 ona and . b g  

l l f v  o n  the b s s i a  o f  i n c o m e j :  yn3b1.9 t o  auc or G U U  

Housips Corporakiont5 r e s u l a r  lending n r o s r n m . I f  


