
OFFICE OF THE W E R N O R  
U N I N A N  I MAGA'LAHI 
AGANA. GCAM 969113 V.5 A 

The Honorable Joe T. San Agustin 
Speaker, 20th Guam Leg i  s l a t u r e  
155 Hernan Cortez S t .  
Agana, GU 96910 

Dear M r -  Speaker: 

Transmit ted herewi th i s  B i l l  No, 1358 (LS), which I have s igned i n t o  law as 
P u b l i c  Law 20-178. 

I was very pleased t o  be able t o  s ign  t h i s  l e g i s l a t i o n  i n t o  l a u  and am pleased 
as w e l l  t h a t  you and your co l leagues i n  t h e  L e g i s l a t u r e  a r e  m i r r o r i n g  our  
t h i n k i n g  t h a t  the  Q C  program must be made t o  serve the needs o f  our l o c a l  
peop le. 

I t  uas w i t h  t h i s  i n  mind t h a t  I have, over t h e  pas t  year and a  half ,  
i n s t i t u t e d  through Execut ive Order many mod i f i ca t i ons  o f  t h e  QC program, 
s h i f t i n g  the focus o f  the program from inducement o f  h o t e l  investments t o  
inducement o f  l o c a l  entrepreneurship by such means r e q u i r i n g  h o t e l s  d e s i r i n g  
PC's t o  meet s p e c i f i e d  percentages o f  l o c a l  h i r i n g  a t  a l l  levels, including 
management, and t h e  p l a c i n g  o f  a moratorium on new h o t e l  QC's a l together .  

f am a l s o  pleased t h a t  t h i s  Ceg is la t i on  m i r r o r s  my t h i n k i n g  a year and a ha l f  
ago when I t ransmi t ted  t o  the  L e g i s l a t u r e  a proposal  t o  s h i f t  t h e  PC program 
t o  emphasi ze encouragement of  local ly-owned and operated bus i  nesses and expand 
the  program t o  a i d  as many o f  our  l o c a l  people as poss ib le .  

M r .  Speaker, our  i s l a n d  o f  Guam stands a t  t h e  crossroads t o  t r u e  econo~nic and 
p o l i t i c a l  se l f -de terminat ion  f o r  t h e  f i r s t  t ime i n  our h i s to ry .  L e g i s l a t i o n  
such as t h i s  u i  L l  do much t o  ensure our l o c a l  people, whom we have sworn t o  
serve, w i l l  be a t  t h e  f o r e f r o n t  o f  t h i s  b o l d  new f u t u r e  f o r  our i s l a n d  and as 
such, I am pleased and proud t o  s ign  B i  11 1358 i n t o  Law. 

Thank you and S i  Yu'os ffa'ase. 

S '  cerely, 

d d a  
F A  ADA 

Gove rno r 

~ornrndnwealth Now! 
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CERTIFICATE PROGRAM OF THE GUAM ECONOMIC DEVELOPMENT 
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AN ACT TO AMEND ARTICLE 4 OF CHAPTER 2, TITLE 
12, GUAM CODE ANNOTATED, TO REVISE THE 
QUALIFYING CERTIFICATE PROGRAM OF THE GUAM 
ECONOMIC DEVELOPMENT AUTHOIUTY. 

1 BE IT ENACIED BY THE PEOPLE OF THE TERRITORY OF GUAM: 
2 Section 1. A new $2400.1 is added to Article 4, Chapter 2, Title 12, 
3 Guam Code Annotated, to read: 
4 "$240 1.1. Legislative findings and intent. The Legislature 
5 recognizes that the Qualifying Certificate program of the Guam Economic 
6 Development Authority (the"Authority") was conceived as an economic 



incentive tool to entice investors into Guam. In use for over two 
decades, it has had substantial positive impact upon the economic 
development of the territory, mainly in the tourist industry. 

The Legislature finds that, today, new hotel construction, 
expansion of existing ones, and development of resorts are occumng in 
response to demands for additional lodging due to the ever-increasing 
numbers of visitors to Guam and that government assistance in the 
form of tax rebate and abatement benefits requires periodic assessment 
of the growth in this section of Guam's business community. 

Investment by foreign entrepreneurs continues to be major 
catalyst for Guam's financial growth. The bulk of their interests, 
however, lies in large-scale projects that mainly benefit other off-island 
investors, transients mostly, and which also put undue pressure on the 
island's infrastructure to expand and meet their needs, depleting 
rapidly Guam's finite essential resources such as people, land and water. 
While the territory acknowledges their contributions to the island's 
welfare in terms of taxes, construction, and employment opportunities 
on the low end of the pay scale, meaningful participation by people who 
live and work in Guam, particularly in terms of ownership and joint 
ventures, has been sorely lacking. 

It is the Legislature's intent to restructure the Qualifying 
Certificate program to assist U.S. citizen and permanent resident 
entrepreneurs in establishing or expanding industries and services, 
including those supportive of hotels and their guests, to diversify the 
island economy, enrich its growth, and enhance the quality of life in 
Guam. The Legislature affirms that the program must be expanded to 
attract investments in order to diversify Guam's economy. 
Section 2. A new $2400 is added to Article 4, Chapter 2, Title 12, Guam 

Code Annotated, to read: 
"$2400. Short title. This Article shall be known and may be cited 

the "QC Reform Act of 1990". 
Section 3. $2401 of Article 4, Chapter 2, Title 12, Guam Code Annotated, 

is amended to read: 



1 "$2401. Qualifying Certificate, defined. A Qualifying Certificate is 
2 a contract valid for a given period of time, executed by the Governor 
3 upon recommendation of the Board, on behalf of the government of 
4 Guam and the Beneficiary, who has qualified for certain tax rebates and 
5 abatements in return for meeting certain employ men t, equity, and 
6 other requirements as described in this Article." 
7 Section 4. $2403 of Article 4, Chapter 2, Title 12, Guam Code Annotated, 
8 is amended to read: 
9 "$2403. Eligibility, defined. The following shall be deemed to be a 

1 0  business eligible for consideration by the Authority for issuance of a 
1 1  Qualifying Certificate: 
1 2  Any trust, partnership, sole proprietorship, or corporation as 
1 3  defined in $2405, engaged, or about to engage in (1)  agriculture (not 
1 4  exceeding $2,000,000 in current and fixed assets; this $2,000,000 limit 
1 5  shall not apply to U.S. citizens and legal residents residing in Guam), 
1 6  aquaculture, mariculture, manufacturing (to include hand and machine 
1 7  manufacturing), commercial fishing, services, or improvement of real 
1 8  property for purposes which are specifically determined by the 
1 9  Corporation to be beneficial, desirable, and necessary for the economic 
2 0 development of Guam, or captive insurance business as permitted by 
2 1 Chapter VT, Title XXXIX, Government Code; and (2) which activity meets 
2 2 one (1) or more of the following criteria: 
2 3 a. Creation of new employment; 
2 4 b. Replacement of imports; 
2 5  c. Reduction of consumer prices; 
2 6 d. Creation of vitally needed facilities; 
2 7  e. Insurance providing for or facilitating the provision of 
2 8 health care services to the people of Guam; 
2 9 f. Procurement of services or products supplied by Guam- 
3 0 licensed vendors, if total cost does not exceed one hundred ten 
3 1 percent (110%) of those same services or products available from 
3 2 other vendors. 
3 3 The Board shall promulgate regulations containing standards, 
3 4 criteria, and measures of investments by the applicant and benefits for 



1 the people of Guam in issuing Qualifying Certificates. Such regulations 
2 shall include preference to be extended to applicants which have fifty- 
3 one percent (51%) or greater portion of local investment, as controlled 
4 by bona fide Guam resident U.S. citizens or permanent residents. The 
5 Board shall recognize and take into consideration any and all provisions 
6 of law and regulations administered by other government entities that 
7 have review or approval authority over the eligible activity. Such 
8 regulations shall be adopted in the manner prescribed by the 
9 Administrative Adjudication Law." 

1 0  Section 5. A new 02403.2 is added to Article 4, Chapter 2, Title 12, 
1 1 Guam Code Annotated, to read: 
1 2  "82403.2. Hotel/Motel eligibility. Eligibility of hotels/motels to 
1 3  apply for a Qualifying Certificate shall extend to a business incorporated 
1 4  and licensed to do business in Guam, is reputable and financially secure 
1 5  in standing (principals/firm), and provides evidence to the Authority of 
1 6  cash outlay, option to purchase, or lease or other explicit commitment to 
1 7  use property for a planned hotel/motel, and of its agreement to publicly 
1 8  offer up to ten percent (10%) of its voting stock to the residents of Guam 
1 9  at the original offered price." 
2 0 Section 6. A new $2403.3 is added to Article 4, Chapter 2, Title 12, 
2 1 Guam Code Annotated, to read: 
2 2 "$2403.3. Hotel QC Moratorium. The Authority shall not issue 
2 3 regulations imposing or lifting any moratorium on hotel eligibility to 
2 4 apply for, and receive, a Qualifying Certificate without the approval of 
2 5 the Legislature by statute." 
2 6 Section 7. 82404 of Article 4, Chapter 2, Title 12, Guam Code Annotated, 
2 7  is amended to read: 
2 8 "82404. Nature of and benefits. A Qualifying Certificate, once 
2 9 issued, shall be a contract between the government of Guam and the 
3 0 Beneficiary, and the tax rebates and abatement enumerated in the 
3 1 Certificate may not be curtailed, limited or impaired by any subsequent 
3 2 act, except as provided herein. Once issued and unless suspended, 
3 3 rescinded or revoked, a Qualifying Certificate shall constitute conclusive 



1 evidence of entitlement to the tax rebates and abatements stated on its 
2 face." 
3 Section 8. $2405 of Article 4, Chapter 2, Title 12, Guam Code Annotated, 
4 is amended to read: 
5 "82405. Qualifying Certificate, Issuance of. A Qualifying 
6 Certificate may be issued by the Governor of Guam upon the 
7 recommendation of the Board to any applicant that proposes to engage 
8 in an eligible business, or to any applicant stockholder of such 
9 corporation holding a Qualifying Certificate, and said corporation may be 

1 0  either a Guam corporation or a duly organized "possessions corporation" 
1 1  limited to doing business in Guam, as such "possessions corporation" is 
1 2  defined under Federal income tax laws and regulations." 
1 3  Section 9,. $2406 of Article 4, Chapter 2, Title 12, Guam Code 
1 4  Annotated, is amended to read: 
1 5  "$2406. Grounds for suspension, rescission, or revocation. A 
1 6  Qualifying Certificate may be suspended, rescinded or revoked by the 
1 7  Governor of Guam upon the recommendation of the Board for the 
1 8  following reasons: 
1 9  1. Fraud or misrepresentation of any material allegation in 
2 0  the application for such Certificate. 
2 1 2. Failure to comply with any conditions and obligations 
2 2 stated in the Certificate after having been notified by the 
2 3 Authority in writing of such failure to comply and after having 
2 4 been given by the Authority a reasonable period of time within 
2 5 which to correct such failure. 
2 6 3. The filing by the Beneficiary or against the Beneficiary of 
2 7  a petition for adjudication of bankruptcy as to said Beneficiary 
2 8 wherein the petition has been granted. 
2 9 4. A finding by the Attorney General of Guam that a 
3 0 corporate Beneficiary has been dissolved. 
3 1 5. Violation of any provision of this Article. 
3 2 No recommendation for suspension, rescission or revocation shall 
3 3 be made by the Board except after a hearing thereon pursuant to the 
3 4 provisions of the Administrative Adjudication Law." 



1 Section 10. $2407 of Article 4, Chapter 2, Title 12, Guam Code 
2 Annotated, is amended to read: 
3 "$2407. Disqualifications. A corporate applicant for a Qualifying 
4 Certificate shall, as a condition precedent to qualifying for the same, 
5 satisfy the Authority in writing that it shall not transfer, move, relocate 
6 or otherwise remove any of its existing business plants to Guam from 
7 the continental United States or any of its territories or possessions. A 
8 Qualifying Certificate shall not be issued to any applicant who has not 
9 first obtained a license to do business in Guam. 

1 0  No officer or member of the Board or their spouses and no 
1 1  corporation or any other legal entity in which an officer or member of 
1 2  the Board or their spouses has any financial interest may qualify for a 
1 3  Qualifying Certificate. 
1 4  Neither shall any of the following, during their term of office and 
1 5  for a period of one ( I )  year after their resignation, termination or 
1 6  completion of their term of office, directly or indirectly, qualify for a 
1 7  Qualifying Certificate: 
1 8  (a) Members of the Legislature and their spouses; 
1 9  (b) Employees of the Executive Branch of the government of 
2 0 Guam and their spouses from the level of first assistant to the 
2 1 department director and up; 
2 2 (c) Judges of the various courts of Guam and their spouses. 
2 3 Any Qualifying Certificate issued in violation of this Section shall 
2 4  be void ab initio." 
2 5  Section 11. $2408 of Article 4, Chapter 2, Title 12, Guam Code 
2 6  Annotated, is amended to read: 
2 7 "$2408. Employment of United States citizens and permanent 
2 8 residents. A Qualifying Certificate shall not be issued to an applicant 
2 9 which is investing One Million Dollars ($1,000,000) or more unless such 
3 0 applicant commits itself at the time of application for such a Certificate 
3 1 that a management training program shall be established and a copy of 
3 2 that written training program shall be delivered to the Authority within 
3 3 the number of days prescribed in regulations by the Authority so that 
3 4 within a reasonable period of time residents of Guam who are United 



States citizens or permanent residents of the United States who are 
otherwise qualified would replace any management personnel or other 
officers of an industry or business granted a Qualifying Certificate who 
are not United citizens or permanent residents of the United States, and 
that it shall at all times employ a total employment force of not less 
than the  minimum number established by the Authority, at least 
seventy-five percent (75%) of which shall be United States citizens or 
permanent residents of the United States; provided, however, that for 
good cause, temporary exemptions hereto, for specific and limited 
periods of time, may be granted by the Authority, such temporary 
exemptions, to be conditioned upon a training program, approved by 
the Authority, designed to replace employees who are not either United 
States citizens or permanent residents. In addition, after the expiration 
of three-fourths (314) of the period of the Qualifying Certificate or ten 
(10) years, whichever is sooner, the possessor of the Qualifying 
Certificate must satisfy the seventy-five (75%) employment 
requirement at both management and non-management levels. 
Hotellmotel management staff shall be comprised of a minimum of fifty 
percent (50%) United States citizens living on Guam or permanent alien 
residents of Guam. The number of U.S. citizens or permanent resident 
employees at management level shall escalate from a minimum of ten 
percent (10%) of the employees by the end of the second year to a 
minimum of fifty percent (50%) of the employees by the end of the fifth 
year of operation. The Authority shall be the sole judge of what 
constitutes management and non-management levels of employment 
but it shall seek advice from the University of Guam, the Guam 
Community College, the Department of Labor, the Department of 
Education, and such other government agencies as are necessary to 
fulfill the intent of this Section. The Authority shall establish, by 
regulations adopted pursuant to the Administrative Adjudication Law, 
requirements for practical and equitable training programs as guidance 
for the applicant and the reasonable minimum number of persons to be 
employed on a continuing basis for each applicant in accordance with 
the specific and normal requirements of the business involved. Such 



1 training program and minimum employment requirement shall be 
2 made a condition appearing on the face of the applicable Qualifying 
3 Certificate. The Authority shall annually report to the Legislature the 
4 titles and compensation of all trainees, including those placed in 
5 management levels, who are employed by beneficiaries of qualifying 
6 certificates. No resident employee of an industry or business granted a 
7 Qualifying Certificate shall be paid less than the prevailing wage rates 
8 nor shall he be laid off his job nor have his workweek reduced to less 
9 than forty (40) hours for the sole purpose of creating employment for 

1 0  non-resident workers. For the purpose of this Section, "prevailing wage 
1 1  rates" as determined by the Department of Labor shall be used as a 
1 2  guide. The Department of Labor is hereby empowered to investigate 
1 3  any complaint filed pursuant to this Section and to settle the same by 
1 4  issuance of an appropriate order after notice and hearing pursuant to 
1 5  the provisions of the Administrative Adjudication Law. Any willful 
1 6  violation of this Section, or of any order issued hereunder, may be cause 
1 7  for a Beneficiary of a Qualifying Certificate to forfeit the benefits 
1 8  thereof. " 
1 9  Section 12. $2408.1 of Article 4, Chapter 2, Title 12, Guam Code 
2 0 Annotated, is amended to read: 
2 1 "$2408.1. Participation in the apprenticeship training program. A 
2 2 Qualifying Certificate shall not be issued to an applicant who operates a 
2 3  hotel or restaurant unless the applicant commits itself at the time of 
2 4  application for such a certificate to participate in the Hotel/Restaurant 
2 5 Industry Apprenticeship Program administered by the Guam 
2 6  Community College and to hire graduates of the apprenticeship program 
2 7  when vacancies exist." 
2 8 Section 13. $2409 of Article 4, Chapter 2, Title 12, Guam Code 
2 9 Annotated, is amended to read: 
3 0 "$2409. Qualifying Certificate non-transferable. A Qualifying 
3 1 Certificate or the benefits thereunder may not be transferred or 
3 2 assigned without the written permission of the Authority. For the 
3 3 purposes of this Section, a transfer or assignment of benefits shall have 
3 4 occurred at any time there is a transfer of a majority of the voting stock 



of the Beneficiary, resulting in a change in the identity of the 
shareholders who control the Beneficiary." 
Section 14. $2410 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 
"$2410. Application for Qualifying Certificates. Applications for 

Qualifying Certificates shall be filed on forms prescribed and furnished 
by the Authority. An applicant must furnish written monthly reports 
beginning thirty (30) days after the date of the issuance of the 
Qualifying Certificate, said reports to include, but not limited to, 
financial data, employment data and payroll data. All such monthly 
reports shall be treated as confidential by the Authority." 
Section 15. $241 1 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 
"$2411. Publications of all applications for Qualifying Certificates. 

The Authority shall cause to be published, at applicant's expense, in a 
Guam newspaper of general circulation, a brief resume of all 
applications for Qualifying Certificates, said publication to be made no 
later than seven (7) days following submission of an application. The 
resume shall be in a form prescribed by the Board, and it shall include 
only the name and address of applicant, a brief statement of the 
proposed investment, a brief summary of the tax rebates and 
abatements applied for, and the names and addresses of those who are 
investors at the time the application is submitted to the Board. 
Following the filing of the application in due form, payment of the 
prescribed fees and publication of the resume, the holding of a public 
hearing thereon is mandatory. The Board shall take all reasonable 
precautions in connection with such public hearing to avoid disclosure 
of proprietary secrets of the applicant. The Board may schedule 
additional public hearings as necessary. The Board meeting for 
approval of a Qualifying Certificate shall not be held on the same day as 
a public hearing on the Qualifying Certificate." 
Section 16. $2405.1 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated, is amended to read: 



"52405.1. Grace period. After the Board's recommendation to the 
Governor, but prior to the issuance of the certificate, the Board shall 
conduct a public hearing after publication of thirty (30) days notice, at 
which hearing members of the public may appear to comment on such 
issuance." 
Section 17. $2412 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated, is amended to read: 
"52412. Notice of hearings on applications. Notice of public 

hearings shall be published at applicants' expense in a local newspaper 
of general circulation not less than five (5) days prior to the scheduled 
hearing date." 
Section 18. $2413 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated, is amended to read: 
" $24 13. Recommendations. All recommendations of the Board for 

issuance, modification, revocation or suspension of Qualifying 
Certificates shall be forwarded to the Governor of Guam, together with a 
memorandum of the Board's findings in support of its recommendations. 
The Governor of Guam, within sixty (60) calendar days from his receipt 
thereof, shall either approve or disapprove the Board's 
recommendation." 
Section 19. $2414 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated, is amended to read: 
"$2414. Tax abatement. The following tax abatements are hereby 

established and declared, for which Qualifying Certificates may be 
issued: 

(1) All taxes now levied by virtue of Chapter 24, Title 11, 
Guam Code Annotated (known as the Real Property Tax Law), 
shall be abated for a period up to ten (10) years from date of 
issuance of Qualifying Certificate therefor, and as long as said 
certificate is in force and effect; provided, that the real property 
on which said tax is assessed is utilized for a tax exempt business 
that has qualified and continues to qualify for a Qualifying 
Certificate. A sum equal to the abated amounts must be invested 



in Guam for a period of at least five ( 5 )  years. The Beneficiary 
shall provide evidence to the Authority of such investment. 

(2) All taxes now levied on income derived from the lease 
of land, buildings, machinery or equipment by virtue of Article 2, 
Chapter 26, Title 11, Guam Code Annotated (known as Gross 
Receipts Taxes), shall be abated for a period up to ten (10) years 
from date of issuance of a Qualifying Certificate therefor, and as 
long as said certificate is in force and effect; provided, that said 
income has been derived from the lease of land, building, 
machinery or equipment to a tax exempt business that has 
qualified and continues to qualify for a Qualifying Certificate. 

(3) All taxes now levied by virtue of Article 2, Chapter 26, 
Title 11, Guam Code Annotated (known as Gross Receipts Taxes), 
shall be abated for a period of up to ten (10) years from date of 
issuance of a Qualifying Certificate therefor, and as long as said 
certificate is in force and effect; provided, that the gross receipts 
on which such tax shall be abated have been derived from the 
sale of alcoholic beverages manufactured in Guam by the 
manufacturer thereof and that such manufacturer has qualified 
and continues to qualify for a Qualifying Certificate covering such 
manufacture. 

(4) All taxes levied or paid by virtue of Article 2, Chapter 
26, Title 11, Guam Code Annotated (known as Gross Receipts 
Taxes), shall be abated or rebated for those gross receipts derived 
from the sale of petroleum produced manufactured in Guam and 
sold to agencies or instrumentalities of the United States of 
America, or agencies or instrumentalities of .the government of 
Guam by the manufacturer thereof; provided, that a Qualifying 
Certificate for such a tax abatement is granted pursuant to the 
provisions of this subparagraph, and further provided that at any 
such time that a manufacturer possessing such a Qualifying 
Certificate no longer continues to qualify for the certificate, the 
taxes shall no longer be abated or rebated. A Qualifying 
Certificate may grant a tax abatement or rebatement for up to a 



1 ten (10) year period commencing with the date of initial 
2 commercial production of petroleum products by the 
3 manufacturer. 
4 ( 5 )  All taxes now levied by virtue of 343714, Chapter VII, 
5 Title XXXIX of the Government Code shall be abated for a period of 
6 up to ten (10) years from the date of issuance of the Qualifying 
7 Certificate therefor and as long as said certificate is in force and 
8 effect; provided, that said premiums are collected by a captive 
9 insurance company licensed under Chapter VII of Title XXXIX that 

1 0  has qualified and continues to qualify for a Qualifying Certificate." 
1 1  Section 20. 52415 of Article 4, Chapter 2, Title 12, Guam Code 
1 2 Annotated, is amended to read: 
1 3  "$2415. Income tax rebate. A rebate of up to seventy-five 
1 4  percent (75%) of all income tax payable to the government of Guam is 
1 5  hereby established and declared, for activities for which a Qualifying 
1 6  Certificate may be issued for (a) a period not exceeding a total of twenty 
1 7  (20) consecutive years from the effective date of a Qualifying Certificate 
1 8  therefor or, (b) the date of recouping of the amount of initial and 
1 9  subsequent capital invested, up to Thirty Million Dollars ($30,000), 
2 0  whichever occurs first. The percentage of rebate may be made variable 
2 1 by the Board so as to permit higher or lower percentages in earlier or 
2 2  later years of the period. In determining the periods up to twenty (20) 
2 3 years and the percentages up to seventy-five percent (75%) and capital 
2 4 investment, the Board shall take into consideration the financial risks 
2 5  involved in the undertaking as well as the socio-economic development 
2 6 of Guam by the proposed investment. For the purposes of this Section, 
2 7  the term "income tax payable" shall mean income taxes applicable to 
2 8 subsequent to the effective date of the applicable Qualifying Certificate. 
2 9 The Director of Revenue and Taxation of the government of Guam shall 
3 0 have authority to determine any prorations of rebates necessary 
3 1 because of taxable years occurring within the life of the applicable 
3 2 Qualifying Certificate which consist of less than full twelve (12) months 
3 3 period. All rebated amounts must be invested in Guam for a period of 



1 at least five (5) years. The Beneficiary shall provide evidence to the 
2 Authority of such investment." 
3 Section 21. $2417 of Article 4, Chapter 2, Title 12, Guam Code 
4 Annotated, is amended to read: 
5 "$2417. Income tax rebate on dividends. A rebate of up to 
6 seventy-five percent (75%) of all corporate income tax on dividends 
7 paid by a Corporate Beneficiary is hereby established and declared for 
8 which a Qualifying Certificate may be issued. The shareholders of a 
9 corporate Beneficiary may be granted a rebate of up to seventy-five 

1 0  percent (75%) of the income tax due for dividends paid by the 
1 1  Beneficiary from its current year's earning derived only from the 
1 2  activities identified in the Qualifying Certificate and only for a period of 
1 3  up to five (5) years. 
1 4  In the case of a corporation that has elected to be taxed as a small 
15 business corporation commonly known as a "Subchapter S Corporation," 
1 6  said income tax rebate shall be passed on to its stockholders in the same 
1 7  proportion as their stock interest in the tax-exempt corporation. 
18 In the case of a stockholder of a Qualifying Certificate not 
1 9  qualifying as a small business corporation, the income tax rebate herein 
2 0  provided shall be applicable to the dividend income received by the 
2 1 stockholder from the tax-exempt corporation." 
2 2 Section 22. $2419 of Article 4, Chapter 2, Title 12, Guam Code 
2 3 Annotated, is amended to read: 
2 4 "92419. Procedure to claim abated and rebated taxes. A certified 
25  true copy of the corresponding Qualifying Certificate and a certificate of 
2 6 compliance issued by the Authority should be attached to the 
27 Beneficiary's tax return when filing each return. 
2 8 When the return for the abated tax is accompanied by a 
2 9  corresponding Qualifying Certificate and a certificate of compliance, the 
3 0 actual payment of the tax in question to the government shall not be 
3 1 required, and upon review of the tax return, the Tax Commissioner of 
3 2 the government of Guam shall, within one hundred twenty (120) days 
3 3 from receipt of said tax return, furnish the taxpayer a certification 
3 4 confirming the nature and amount of the tax abated. 



In the case of an income tax rebate, the amount of a tax due prior 
to rebate shall be deposited with the government of Guam as prescribed 
by the Territorial Income Tax Law. When the return for the tax which 
may be subject to rebate is accompanied by a corresponding Qualifying 
Certificate and a certificate of compliance, the Tax Commissioner of the 
government of Guam shall immediately thereafter cause the return to 
be reviewed and audited, and if the rebate is found in order, shall cause 
the amount deposited to be returned to the taxpayer within one 
hundred eighty (180) days from date of filing of the income tax return." 
Section 23. $2421 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated, is amended to read: 
"$2421. Tax redeterminations. In the case of any Beneficiary 

who, in accordance with the applicable laws of the territory of Guam, 
shall have applied for and been granted a redetermination of tax 
liability or taxes payable or in the case of a redetermination of tax 
liability made by the Department of Revenue and Taxation, the amount 
of abated or rebated taxes determined for such Beneficiary for the 
taxable years affected shall be accordingly adjusted by the Director of 
Revenue and Taxation and said Beneficiary shall be required to pay the 
balance due said taxable years, if any, together with interest at the rate 
currently assessed by the government of Guam per annum from the 
date the Beneficiary realized the abatement or rebate benefit; provided, 
that said balance due may be offset or credited against any tax refund 
due to the Beneficiary." 
Section 24. $2424 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated, is amended to read: 
"$2424. Fees. Upon the effective date of this Article and until 

modified pursuant to $2425 of this Article, the following fees shall be 
assessed against each applicant and recipient of a Qualifying Certificate: 

ANNUAL SURVEILLANCE 
ING FEE FEE 

Agriculture, Aquaculture, 
and Mariculture $ 50 $ 250 
Machine Manufacturing 500 1,000 



Home Manufacturing -0- -0- 
Commercial Fishing 150 1,000 
Services 750 1,000 
Tourist Facilities 750 1,000 
Motels 

Under construction 750 1,000 
In operation 750 $15 per room 

Hotels 
Under construction 1 ,ooO 1,000 
In operation 1 ,ooO $25 per room 

Industrial Facilities 750 1,000." 
Section 25. $2425 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated, is amended to read: 
"$2425. Periodic adjustment of fees. The Board is authorized to 

adjust the fees listed in $2424 of this Article on an annual basis, at the 
beginning of each calendar year, starting with calendar year 1991, upon 
demonstration to the Board by the Administrator that the cost of 
performing the services covered by the fees is greater than the amount 
of the fees. Fee changes shall be made according to the provisions of 
the Administrative Adjudication Law." 
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25 April 1990 

S P E W E R  JOE T. SAN AGUSTIN 
20th Guam Legislature 
155 Hernan Cortez Street 
Agana, GU 96910 

Dea.r Speaker San Agustin: 

The Committee on Economic Development to which was referred BILL NO- 
1358 [An Act to Amend Article 4 of Chapter 2, Title 12, Guam Code 
Annotated, to Revise the Qualifying Certificate Program of the Guam 
Economic Development Authority], wishes to report back to the 
Legislature with its recommendation to pass Bill No. 1358. 

Copies of the Committee Report and other pertinent documents are 
attached. 

Your attention to this matter is greatly appreciated. 

Sincerely, 

EDWARD D. REYES 

Attachments. 



COMMITTEE ON ECONOMIC DEVELOPMENT 

REPORT ON 

BILL NO. 1358 [AN ACT TO AMEND ARTICLE 4 OF CHAPTER 
2, TITLE 12, GUAM CODE ANNOTATED, TO REVISE THE 
QUALIFYING CERTIFICATE PROGRAM OF THE GUAM ECONOMIC 
DEVELOPMENT AUTHORITY] 

BACKGROUND 
On March 10, 1990, the 20th Guam Legislature passed Bill No. 959 (An Act 
to Amend Article 4 of Chapter 2, Title 12, Guam Code Annotated, to 
Revise the Qualifying Certificate Program of the Guam Economic 
Development Authority). On March 21, 1990, however, Governor Ada vetoed 
Bill No. 959 due, primarily, to technical flaws of the bill. 

With the technical corrections requested by the Administration 
incorporated into the QC bill, Bill No. 1358 was introduced on March 
27, 1990 by Senator Edward D. Reyes. 

COMMITTEE FINDINGS & RECOMMENDATIONS 
The Committee recognizes that Bill No. 1358 is substantially identical 
to Bill No. 959 with the exception of technical corrections. The 
Committee recommends that based on Rule VII, Section 4 of the 20th Guam 
Legislature's Standing Rules, the public hearing requirement for Bill 
No. 1358 be waived. 

The Committee further recommends passage of Bill No. 1358. 



163 Chalan Santo Papa Street 
Agana. Guam 969 10 

27 December 1989 

SPEAKER JOE T. SAN AGUSTIN 
Twentieth Guam Legislature 
163 Chalan Santo Papa 
Agana, Guam 96910 

Dear Mr. Speaker: 

The Committee on Economic Development, to which was referred BILL NO, 
959 [An Act to Amend Article 4, 12 GCA, Chapter 2, and to Repeal 52433 
and to Amend $2434, both in Article 4 A ,  12 GCA, Chapter 2, all Relative 
to the Qualifying Certificate Program of the Guam Economic Development 
Authority], wishes to report this Bill out of Committee. The voting 
record is as follows: 

TO PASS 

NOT TO PASS 9 

TO REPORT OUT ONLY - 8 

TO PLACE IN INACTIVE FILE - 0 

OFF-ISLAND - 0 

Copies of the Committee Report and other pertinent documents are 
attached. 

Your attention to this matter is greatly appreciated. 

EDWARD D. REYES 

Attachments. 



163 Chalan Sunto Papa Street 
Agana. Guam 969 10 

21 December 1989 

MEMORANDUM 

TO: Members, cornhittee on Economic Development 

FROM: Chairman, committde on Economic Development 

SUBJECT : Committee Report - Bill No. 959 

Transmitted herewith for your information and action is the Committee 
on Economic Development's Report on Bill No. 959 [An Act to Amend 
Article 4, 12 GCA, Chapter 2, and to Repeal 52433 and to Amend 52434, 
both in Article 4 A ,  12 GCA, Chapter 2, all Relative to the ~ualifying 
Certificate Program of the Guam Economic Development Authority]. 

The narrative report is accompanied by the following: 
1. Bill No. 959; 
2. Committee on Economic Development voting Sheet; 
3. Written Testimony; and 
4. Substitute Bill No. 959. 

Should you have any questions on the narrative report or the 
accompanying documents, I would be most happy to answer any of them. 

Please take the appropriate action on the attached voting sheet and 
return the documents to my office for transmittal to the other members. 

Your attention and cooperation in this matter is greatly a~preciated. 

&& 
EDWARD D. REYES 

Attachments. 



. . 1 
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Bill No. 959 [An Act to Amend Article 4, 12 GCA, Chapter 
2, and to Repeal 52433 and to Amend 92434, both in 
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TWENTIETH GUAM LEGISLATURE 

Committees on Economic Development Report 

Bill No- 959 

AN ACT TO AMEND ARTICLE 4, 12 GCA, CHAPTER 2, AND TO REPEAL 5 24 3 3 
AND TO AMEND 52434, BOTH IN ARTICLE 4A, 12 GCA, CHAPTER 2, ALL 
RELATIVE TO THE QUALIFYING CERTIFICATE PROGRAM OF THE GUAM 
ECONOMIC DEVELOPMENT AUTHORITY. 

Introduction 

A. Bill No. 959 was introduced by Senator Edward D. Reyes in a 
September 1989 legislative session and referred by the Committee 
on Rules on September 27, 1989 to the Committee on Economic 
Development. 

B. The purpose of this bill is to amend certain sections of the Guam 
Code Annotated regarding the administration and benefits of the 
Qualifying Certificate program. 

specifically, the Bill would - 
Record the Legislature's findings that the QC program, as an 
enticement tool for financial investors, must be re-directed 
to offer benefits to business activities which emphasize local 
ownership and minimize government assistance to those segments 
of the business community which are growing in response to 
demand for their services and not necessarily as a result of 
the QC program's availability 

Modify the definition of eligibility 

still eligible - agriculture, commercial fishing, services, 
and hotels and motels which are majority-owned by local 
residents 

no longer eligible - certain hotels after December 31, 1989, 
captive insurance companies, and foreign sales corporations 

new eligibles - aquaculture, mariculture, and legal entities 
besides corporation, i.e., sole proprietors, partnerships, 
and trusts 

Allow suspension or rescission of QCs 

Disqualify spouses and first assistants to government directors 
from, and provide that persons wait one year after serving a 
term in public office before, applying for a QC 

Give GEDA flexibilitfr to define the nature of the training 



program a QC beneficiary must implement to meet employment 
requirements 

Allow GEDA to permit a QC transfer or assignment on a change 
of ownership 

Give the governor sixty days to either approve or disapprove 
the GEDA Board's recommendation on a QC application 

Modify tax abatements for QC recipients 

deleted - income of landowner from real property being 
leased by QC recipient, premiums collected by a captive 
insurance company, and gross receipts tax on sale of Guam- 
brewed alcoholic beverages or pretroleum products sold to 
government of Guam 

Modify tax rebates for QC recipients 

added - tax rebates will be available for sole proprietors, 
partnerships and trusts 

added - residency period of at least five years required in 
order for a stockholder to be eligible for income tax rebate 
on dividends 

Require a certificate of compliance issued by GEDA to be filed 
with the QC beneficiary's tax return 

Adjust the schedule of fees to be charged against QC applicants 
and recipients 

C. A public hearing was held on October 26, 1989 in the legislative 
session hall. Chairman of the Committee, Senator Reyes, called the 
hearing to order at 9:30 a.m. Members present included Vice-Chair 
M. Z. Bordallo and Senators P. C. Lujan, T. S. Nelson, F. R. 
Santos, and J. G. Bamba. The hearing adjourned at 11:45 a.m. 

Written Testimonv 

Mr. Joey B. Cepeda, Guam Visitors Bureau General Manager, gave 
testimony in the Bill's favor. He wrote, "At this juncture in 
tourism's development, there is a need to revamp the QC program." 
He called, though, for further examination of the proposal to 
eliminate hotels from the program. Rather than enacting legislation 
prohibiting tax breaks for hotels, it may be more appropriate to give 
GEDA and the Governor the authority to approve QCs depending upon 
circumstances. 

Mr. Charles P. Crisostomo, Administrator of the Guam Economic 
Development Authority, testified in favor of the Bill, with 
suggestions for improvement. His points are addressed in the 



Committee's findings below. 

IV. 

Oral Testimonv 

In addition to their written testimonies, those people appearing at 
the hearing discussed particular points raised by Committee members. 
Mr. Frank Leon Guerrero, representing the Department of Revenue and 
Taxation, also gave oral testimony. See the Committee findings below 
for details. 

Roundtable Meetinus - 

Committee Chairman Reyes took the initiative to bring together 
various representatives of the business community to examine the 
Territory's QC program on the premise that it needed adjustment to 
keep up with our community's expectations for the 1990's and beyond. 
nBrain-stormingn meetings were held on June 26th, August lst, and 
September 5th. 

The Committee acknowledges the input received from participants at 
those meetings as well as letters written to the Chairman and their 
comments are incorporated herein by reference. They included: Mr. 
James Lattin, General Manager of the Pacific Islands Club; Mr. Tony 
Leon Guerrero, Chairman, GEDA Board of Directors; Mr. Charles 
Crisostom, GEDA Administrator; Mr. John Martinez, former GEDA 
Administrator; Mr. Frank Leon Guerrero, Department of Revenue and 
Taxation; Mr. Joe Arnett, Chairman, Guam Chamber of Commerce's 
Taxation Committee; Mr. Manfred Pieper, President, Guam Hotel and 
Restaurant Association; Ms. Judith Borja, Partner, Pickens Borja & 
Filush, P.C.; Mr. Dave Santos, Chairman, Guam Chamber of Commerce's 
Small Business Committee: Mr. Felix Quan, Chairman, Northern Soil and 
Water Conservation District Board of Directors; and, Mr. Peter 
Barcinas, Director, Department of Commerce. 

V.  Committee Findinus/Recommendations 

Throughout the series of meetings and correspondences by and between 
the Committee and interested persons and organizations and at the 
public hearing, points of discussion were: 

I. Eligible Applicants - aquaculture and mariculture should be added 
to the list of eligibles; hotel participation in the QC program 
should be limited to those which are 51% locally-owned; participation 
of local entrepreneurs will be allowed by recognizing legal entities 
other than corporations; foreign sales corporations, by their nature, 
are tax-exempt organizations and it is redundant to include them in 
a program offering tax breaks such as the QC; 

2. Minimum Investment Thresholds - GEDA should be given the 
flexibility to review Guam's current economic and social conditions 
and adjust investment requirements to keep pace; 



3. Restriction of Government, officials - certain government 
employees and officials and their spouses should be prohibited from 
being QC recipients until one year after their term in public office 
or employment; 

4. Employee Quotas and  raining Programs - GEDA's mandate to set 
employee quotas for QC recipients should remain intact but it should 
be given flexibility to identify other forms of employee training 
besides the GCC Apprenticeship Program which are more suitable to the 
QC recipient's job requirements; 

5. Transfer or Assignment of QC - GEDA's administrative discretion 
to review and authorize QC transfer has been mutually beneficial to 
government and recipient; 

6. Tax Abatements - real property tax on a landowner's income from 
land leased to a QC recipient should not be abated, if the lessor is 
not the QC beneficiary; gross receipt tax on sale of goods should not 
be abated or rebated since this tax is price-sensitive, not 
investment-sensitive; 

7. Residency Requirement for Beneficiary - persons who seek income 
tax breaks through the QC program should be residents of Guam for 
five continuous years prior to seeking those breaks; 

8. Certificate of Compliance - a QC recipient will be required to 
secure this certificate from GEDA as proof of meeting its obligations 
under the QC program prior to filing any forms to claim tax breaks: 

9. QC Fees - the current fees charged by GEDA are insufficient to 
recover the cost of processing applications and monitoring 
beneficiaries and they should be increased. 

The Committee has weighed the merits of these concerns and comments 
and placed them into a substitute bill. Finally, the Committee 
recommends passage of Substitute Bill 959. - 



TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular Session 

Bill No. TT? 

Introduced By: E.D. Reyes 
E.P. Amola 

AN ACT 'Cro ~EPEAL AND REENACT ARTICLE 4 ,  12 GCA, 
CHAPTER 2 ,  RELATIVE TO THE QUALIFYING CERTIFICATE 
P R O G W  OF THE GUAM ECONOMIC DEVELOPMENT AUTHORITY, 
AND TO REPEAL AND REENACT 12 GCA 552105 AND 2108 

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

2 SECTION 1. Article 4 ,  1 2  GCA, Chapter 2 is repealed and reenacth 

3 t o r e a d :  

4 mArticle 4, Qualifying Certificates. 

5 92401. Short T i t l e .  

6 0 2 4 0 2 -  Legislative Findings. 

7 9 2 4 0 3 ,  Qualifying Certificate, Defined. 

Beneficiary, Defined. 

Eligibility, Defined. 

Issuance, Effective Date, Defined. 

Nature and Benefits. 

Qualifying Certificate, Issuance of. 

Same: Grounds for Revocation. 

Disqualifications. 

Employment and Payroll of United States Citizens and 

Permanent Residents. 

Participation in the Apprenticeship Training Program. 

Qualifying Certificate, Non-Transferable. 

Application for ~ualifying Certificates- 



Publication of All Corporate Applications for  Qualifyir 

certificates. 

Notice of Hearings on Corporate Applications. 

Recommendations. 

Tax Abatements. 

Corporate Income Tax Rebate. 

Taxability of Rebates: Legislative Intent. 

Income Tax Rebate on Dividends, 

Procedure to Claim Abated and Rebated Taxes. 

Rebate Fund. 

Tax Redetermination. 

Implementation by Tax  omm missioner. 

Limited to Government of Guam Taxes. 

Fees. 

Periodic Adjustment of Fees. 

Special ~ualifying certificates for Resident-Owned Small 

Businesses- 

- - - - 

52401. Short Title. This A c t  shall ba knovn and may be cited 

as the QC Reform A c t  of 1989. 

0 2 4 0 2 -  Legislative Findings. It is the finding of t k  

Legislature that the Qualifying C e e i f i c a t e  program of the Guan 

Economic Development Authority has had a substantial positive irnpact 

Upon the economic development of the Territory. Hovever, Guam's 

economic conditions have sufficiently changed since the inception of 

the program to warrant its modification and reform. It is further 

found that there have bean many misconceptions regarding both 

program itself  and the law which governs it, Therefore, it is the 



purpose of this Act to institute the reforms necessary to make t h 4  

program more responsive to the needs of the Territory and its people 

to strengthen the provisions of the law, and to ensure that thc 

maximum possible benefits are derived by the residents of Guam fro1 

the economic development that the proqran encourages. 

The Legislature also finds that local entrepreneurs are ofter 

excluded from participating in the Qualifying Certificate progran 

because of the size of the required investment. This Act attembtr 

to d e a l  v i t h  this problem by creating the Special Qualif;-:r.~ 

Certificate specifically aimed at local entrepreneurs. 

52403. Qualifying Certificate, Defined. 

$2403.1. A ~ualifying Certificate is a contract valid for 

a given period of time, issued by the Governor upor. 

recommendation of the Board, between the government of Guam 1,. 

the Beneficiary. 

92403.2. A standard Qualifying Certificate is an instrument 

issued to a Beneficiary who has qualified f o r  certain tax rebates 

and abatements in- return for meeting certain employment, 

corporate equity, and other  requirements as described in this 

Article. 

92403.3 .  A Spec ia l  Qualifying Certificate is an instrument 

issued to a Beneficiary who has qualified for certain tax cresits 

in return for meeting the requirements described in this Article. 

5 2 4 0 4 .  Beneficiary, Defined. The Recipient of a ~ualifying 

Certificate shall be known as a Beneficiary. 

52405 .  Eligibility, Defined. A business deemed to be eligible 

for consideration by the corporation for the issuance of a standard 

Qualifying Certificate or a Special ~ualifying Certificate must  meet 



the following: 

m y  corporation, as defined in § 2408, licensed to do business . 

Guam, must be engaged, or about to engage i n  one (1) or more of tl 

following activities: 

1. Agriculture: 

2. Aquaculture : 

3. Hariculture: 

4. ~anufacturinq; 

5. commercial fishing; 

6. Services; or 

7. Improvement of real property fo r  purposes which ax  

specifically determined by the Corporation to be beneficial 

desirable and necessary to the economic development of Guam 

The activity must also meet a l l  of the following criteria: 

1. Creation of nev employment: 

2. Replacement of imports; 

3. Reduction in consumer prices; and 

4. Creation o f  vitally needed facilities. 

In addition, the Board shall require each applicant for . 

Standard Qualifying Certificate to pledge to reserve at l e a s t  te 

percent (10%) but no more than forty-n ine  percent ( 4 9 % )  

corporate equity on Guam to be openly offered for sale to 

qualified residents of the Territory who are U.S. citizens far  i 

period of one (1) year commencing on t he  date of issuance of thc 

Standard Qualifying Certificate, should such issuance be made- An\ 

sale of such corporate equity to a qualified resident or qualifiec 

residents of the Territory who are U . S .  citizens p r i o r  to the issuance 

of the Standard Qualifying Certificate shall be credited toward t h t  



percentage required by the Board to be pledged. For the purposes 

this Paragraph, the term Itqualit ied residents of the Territory W ~ O  a 

U.S. citizensw shall mean a l l  persons who have had the Territory 

Guam as their principal place of residence continuously for the fi 

(5) year period immediately prior to the issuance of the Standa~ 

Qualifying Certificate and are U.S. c i t i z e n s  on the date of issuanc 

of the Standard Qualifying Certificate. Such pledge must t 

fulfilled, or any Standard Qualifying Certificate issued in r e l i a n c  

upon it shal l  be void  ab i n i t i o .  

The Board shall by regulation develop such further standards an 

criteria for the minimum investment levels for applicants and th 

issuance of Qualifying certificates. Such regulations shall 2= 

promulgated in accordance w i t h  the provisions of the Administrativ 

Adjudication A c t .  

In addition to the businesses deemed eligible, as  pravidec 

here in ,  the following are also eligible for consideration by t k f  

Corporation for the issuance of a Standard Qualifying Certificate: 

1. Any corporation holding a Traders Certificate issuec 

pursuant to the  provisions of 516352 of the Government Code; 

2 .  An export trading company as defined in 11 GCA, chapter  26, 

§26101(d) subject to applicable restrictions if the mair 

office of the export trading company is established on Guam; 

or 

3 .  Foreign Sales Corporations, as defined in 12 GCA, Chapter  

2 ,  §2431(a). 

92406.  Issuance, Effective Date, ~efined. 

52406.1. The Issuance Date of the ~ualifying certificate 

shall be that date upon which the Governor signs the ~ualifying 

L. JrrU it.. 



Certificate. 

52406.2 -  The Effective Date of the Qualifying Cer t i f i ca t  

shall be that date, determined by the Board, upon which tt 

Beneficiary shall begin to  receive rebates and abatements u n d ~  

the conditions of the ~ualifyinq certificate. 

9 2 4 0 7 .  Nature and Benef i t s .  A Qualifying Certificate, anc 

i s sued,  shall be a contract  between t h e  government of Guam and th 

Beneficiary, and the tax rebates enumerated in the certificate may no 

be curtailed, limited or impaired by any subsequent act, except 3 

provided herein. Once issued and unless suspended, rescin- 

revoked, a Qualifying Certificate shall constitute conclusive evlaenc 

of entitlement to the tax rebates or credits or abatements stated 01 

its face. 

52408 .  Qualifying Certificate, Issuance of. A ~ u a l i f y i n c  

certificate may be issued by the Governor upon the recommendatt-- r 

the Board to any applicant corporation that proposes to engage In ar 

e l i g i b l e  business, or to any applicant stockholder of such corporatior 

holding a Qualifying Certificate, and said corporation may be eicher 

a Guam corporation or a duly organized npossessions corporation" as 

defined under the incone tax lavs and regulations applicable to Guam. 

92409. Same: Grounds for Revocation. A ~ualifying certificate 

may be suspended, rescinded or revoked by the Governor upon the 

recommendation of the Board for the following reasons: 

1. Fraud or misrepresentation of any material alleqation in the 

application for such Certificate; 

2 -  F a i l u r e t o c o ~ p l ~ v i t h a n ~ c o n d i t i o n s a n d o b l i q a t i o n s s t a t e d  

in the Certificate after having been notified by the 

Corporation in vriting of such failure to comply and after 



having been given a reasonable period of time within whic 

to correct such failure; 

3 .  The f ilinq by the Beneficiary or against the Beneficiary c 

a petition for adjudication of bankruptcy as to s a i  

Beneficiary wherein the petition has been granted: 

4. A finding by the Attorney General of the ~erritory that 

corporate Beneficiary has been dissolved; or 

5. Violation of any applicable provision of this Article. 

No recommendation for suspension, rescission or revocation 

be made by the Board except after a hearing thereon pursuant r; 2:. 

provisions of the Administrative Adjudication Act. 

32410. Disqualifications. A corporate applicant for 

Qualifying Certificate shall, as a condition precedent to qualifyin 

fo r  the same, satisfy the Corporation in writing that it shall nc 

transfer, move, relocate or otherwise remove any of its e x i s t i n  

business plants to Guam from the continental United States or any o 

its territories or possessions. Neither shall a Qualifyin 

Certificate be issued to a corporate applicant who has not firs 

obtained a license to do business in Guam. 

No officer or member of the Board or their spouses, and n 

corporation in which any officer or member of the Board or t5eL  

spouses has any financial interest may qualify for a Qualil:;'-.: 

Certificate. Neither shall any of the following, during their ter 

of office and for a period of one (1) year after their resignation 

termination or completion of their tern of o f f i c e ,  directly o 

indirectly qualify for a ~ualifyinq Certificate: 

I. Henbers of the ~uam Legislature and their spouses: 

2 .  Employees of the Executive Branch of the government of ma: 



and their spouses from the level of first assistant to th 

director and up; 

3 .  Employees of the Governor's Office and their spouses; 

4. Judges of the various courts of the Territory and thei 

spouses. 

Any Qualifying Certificate issued in violation of this Sectiol 

shall be void ab i n i t i o .  

52411. Employment and Payroll of United States Citizens ant 

Permanent Residents. A Standard Qualifying Certificate shall not 51 

issued unless  t h e  applicant commits itself at the time of a p p l i .  - 

f o r  such a Certificate that a management training proqram s n a i ~  D( 

established so that within a reasonable period of time residents 01 

Guam who are United States citizens or permanent residents of thc 

United States and who are otherwise qualified would replace thc 

managers and officers of an industry or business granted a Qualifyinc 

Certificate who are not United States citizens or permanent resident5 

of the United States, and that it shall at a l l  times employ a local 

employment force of not'less than the minimum ful l - t ime equivalent 

number established by the Corporatr3n, with the following conditions: 

1. At least seventy-five percent (755) of such employees shall 

be United States citizens or permanent residents of :kq 

United States  and a minimum of seventy percent (70%) or' L r -  

payroll expenditures and employment benefits shall bc 

devoted t o t h e  employment compensation of these citizens and 

permanent residents. Such requirement shall be in effect  

f o r  the f i v e  ( 5 )  years immediately folloving the effective 

date of the ~ualifying certificate* 

2. Such employment of United States citizens or permanent 



residents of the United States shall increase to at lea 

eighty-five percent ( 8 5 % )  of such employees and a minim 

of eighty percent ( 8 0 % )  of its payroll expenditures a: 

employment benefits shall be devoted to the ernployme! 

compensation of these citizens and permanent residents frc 

the sixth (6th) through the tenth (10th) year follovinq tl 

effective date of the ~ualifyinq Certificate. 

3.  Such employment of the United States citizens or permanel 

residents of the United States  shall increase to at l e a :  

ninety percent (90%) of such employees and a mi? 

eighty-five percent (85%) of its payroll expenditures a1 

employment benefits shall be devoted to the esnploymei 

compensation of these citizens and permanent residents f rc 

the eleventh (11th) year following the effective dal 

through the end of the term of the Qualifying Certificate 

Such "trainees" may be counted as employees when determining tt 

percentage of United States citizens and permanent residents whic 

comprise the employment force of the Beneficiary, provided suc 

trainees are on the Beneficiary's payroll. The Corporation shal 

establish the reasonable minimum number of persons to be employed c 

a continuing basf s for each corporate applicant in accordance vith tt 

specific and normal requirements of the business involved. 
- - - 

mirl imuln enplopent requirement shall be made a condition appearing c 

the face of the applicable corporate Qualifying Certificate. N 

resident employee of an industry or business  granted a corporat 

Qualifying Certificate shall be paid less than the prevailing wag 

rate nor shall he or she be la id  off his or her job nor have his 0 

her work week reduced to less than forty ( 4 0 )  hours for the primar 



purpose of creating employment for nonresident workers. For th 

purpose of this Section, the "prevailing wage rates1' determined by tt 

Guam Department of Labor shall be used as a guide in determining th 

compliance of a corporate recipient of a ~ u a l i f y i n g  Certificate wit 

its terms. The Guan Department of Labor is hereby empovered t 

investigate any complaint filed pursuant to this Section and to settl 

the same by issuance of an appropriate order after notice and hearinl 

pursuant to the provisions of tha ~dministrative Adjudication Act 

Any willful v i o l a t i o n  of this Section or of any order issued hereunde: 

may be cause for a Beneficiary of a corporate Qualifying Certificat 

to forfeit the benefits thereof. 

For the purposes of this section, payroll  expenditures an( 

employment benefits shall include any salary, fees , insurance bene f F-  

whether health, life, medical or other insurance, housing allowance 

meals, stock options, bonuses, expense accounts, transportatio) 

benefits, shipment of household goods, and any other benefit, whethe: 

through monetary benefits or i n  kind, paid, given or awarded by t h t  

Beneficiary to persons whom t h e  Corporation includes as part of th6 

total workforce of the Beneficiary. 

52412. Participation in the Apprenticeship 'Training Program 

A Standard Qualifying ~ e r t i f  icate shall not be issued to an applicant 

which operates a restaurant unless the applicant commits itself ac chc 

time of application for such a certificate to participate in the 

Hotel/Restaurant Industry ~ p p r e n t i c e s h i p  Program administered by t h e  

Guam Community College and to hire graduates of the apprentices hi^ 

program when vacancies exist at the restaurant. 

92413. Qualifying Certificate, Non-Transferable. A ~ualifyinq 

Certificate or the benefits thereunder may not be transferred, 



assigned or conveyed t o  another person, f i r m ,  partnership, < 

corporation without the written permission of the Corporation and tl 

approval of the Governor being first obtained. 

For the purposes of this Section, a transfer of benefits shal 

have occurred at any time t h a t  there is a transfer of a majority c 

the voting stock of the ~eneiiciary resu l t ing  in a change in tt 

identity of the shareholders who control the Beneficiary. 

5 2 4 1 4 .  Application for Qualifying Certificates. Applicatior 

for Qualifying certificates shall be f i l e d  on forms prescribed sr! 

furnished by the Corporation. Beneficiaries of Standard Quali: 

Certificates and special Qualifying Certificates must agree to furnis 

m i t t e n  monthly reports beginning thirty (30) days after the date c 

the issuance of the Qualif ying Certif f cate, said reports must include 

but are not limited to, financial data, employment data and payrol 

data. A l l  such monthly reports s h a l l  be treated as confidential b 

the Corporation. Any violation of this Section may be cause to voi 

the Qualifying Certificate ab i n i t i o .  

02415-  Publication of All Corporate Applications for Qualifyin 

Certificates. The corporation shall cause to be published a 

applicant's expense, in a Guam newspaper of general circulation, 

brief resune of all applications for Qualifying Certificates, sai 

publication to be made at least seven (7) days but no more tha 

2 3  fourteen ( 1 4 )  days before the same is considered by the Board. Th 

2 4  resume shall be in a form prescribed by the Board, and it shal 

2 5  include only the name and address of applicant, a brief statement 0. 

26 the  proposed investment, a brief summary of the  tax rebates 

27 abatements or credits applied for, and the names and addresses aj 

28 those who are investors at the time the application is submitted tc 



the Board. Following the filing of the application in due f o r  

payment of the prescribed fees and publication of the resume, a pub1 

hearing pursuant to the provisions of the Administrative Ad judicatic 

Act s h a l l  be he ld .  The Corporation shall take all reasonab: 

precautions in connection with such public hearings to avoj 

disclosure of proprietary secrets of the applicant, The Board mz 

schedule additional public hearings as necessary. The Board meetir 

for approval of a Qualifying Certificate shall not be held on the san 

day as a public hearing on the same Qualifying Certificate. 

92416. Notice of Hearings on Corporate Applications, Not- : 

public hearings shall be published at applicant's expense in a Losa 

newspaper of general circulation not less than five ( 5 )  days prior t 

each scheduled hearing date. 

42417. Recommendations. A 1 1  recommendations of the Board fa 

the issuance, modification, revocation or suspension of ~ u a l i f y i n d  

Certificates shall be forwarded to the Governor, together with 

memorandum of the Board's findings in support of its recommendations 

Any recommendations of the Board not approved or disapproved by thc 

Governor within thirty ( 30 ) calendar days from h i s  receipt thereof 

shall be deemed disapproved thirty-one (31) days from the Governor's 

receipt thereof, 

The Board nay recornend that a firm having an existing ~ u a l i f  yinc 

Certificate be issued a replacement Qualifying certificate because 01 

a substantial expansion of or addition to its existing facilities 

which independently meet the eligibility requirements of the program 

(excluding those regulatory requirements regarding facilities which 

the firm meets in its overall operations). That phase of the 

Beneficiary's operation already covered under the terms of the 



original Qualifying certificate shall be included in the replaceme 

~ualifying Certificate for a period of time which when added to th 

period for which the original Qualifying Certificate was in effec- 

completes the term of the original Qualifying Certificate, however t! 

other terms and conditions shall meet the requirements of GEI 

statutes in existence at the time of the reissuance. In the case ( 

a firm that has been s o l d ,  the Board may recommend the issuance of 

Qualifying Certificate for a period of time which when added to th i  

period for which the original Qualifying Certificate was in effect  

completes the term of the original Qualifying Certificate, howeve: 

other terms and conditions s h a l l  meet the requirements of GEE 

statutes in existence at the time of reissuance. In no case shall 

replacement Qualifying Certificate be issued p r i o r  t o  t h e  surrendr 

of the firm's earlier Qualifying Certificate. 

In general, the Board may not recommend to the Governor th 

issuance of a Qualifying Certificate unless the Corporation can shc 

that such issuance would have a significant p o s i t i v e  effect upon th 

economic development of 'the Territory. 

22418. Tax Abatements. The following tax abatements are hereb- 

established and declared for which Standard Qualifying certificate 

may be issued: 

1. All taxes now levied on income derived from t h e  lease o 

land, buildings, machinery or equipment by virtue a 

S u b c h a p t e r  8 ,  Chapter VI, Title XX of the Government code 

shall be abated for a period up to ten ( 1 0 )  years from thl 

effective date of a Standard ~ualifying ~ e r t i f i c a t c  

therefor, and as long as said Certificate is in force ant 

effect provided that said income has been derived from th' 



lease. of land, buildings, machinery or equipment to a tax- 

exempt business that has qualified and continues to qualif: 

for a Standard Qualifying Certificate. 

2 .  All taxes now levied by virtue of Subchapter 3 ,  Chapter VI , 

T i t l e  XX of the Government Code, known as the Gross Receiptz 

Tax, s h a l l  be abated for a period up to ten ( lo) years from 

the effective date of a Standard Qualif yinq Certif icato 

therefor, and as  long a s  said Certificate is in force anc 

effect provided that the gross receipts on which such 

shall be abated have been derived from the sale of al,.. 

beverages manufactured i n  Guam by the manufacturer thereor 

and that such manufacturer has qualified and continues tc 

qualify for a Standard Qualifying Certificate covering such 

manufacture. 

3. All taxes levied or paid by virtue of Subchapter B, Chapter  

VI, Title XX of the Government Code, known as the Gross 

Receipts Tax, shall be abated or rebated f o r  those gross 

receipts derived from the sale of petroleum products 

manufactured in Guam and sold to agencies or 

instrumentalities of the United States,  or agencies ar 

instrumentalities of the government of Guam by the 

manufacturer thereof, provided that a Standard ~ualifying 

Certificate for such a tax abatement is granted pursuant to 

the provisions of this Subparagraph, and further provided 

t ha t  at any such t i m a  that a manufacturer possessing such 

a Standard Qualifying certificate no longer continues to 

qualify fo r  the Certificate, the taxes shall no longer be 

abated or rebated. A Standard ~ualifying certificate may 



grant such a tax abatement or rebatement for up to a te 

(10) year period commencing with the date of initia 

commercial production of petroleum products by th 

manufacturer. 

52419.  Corporate Income Tax Rebate. A conditional rebate of u 

to seventy-five percent (75%) of all corporate income tax payable t 

the government of Guam is hereby established and declared, f o r  whic; 

a Standard Qualifying Certificate may be issued f o r  a period no- 

exceeding a total of twenty (20) consecutive years from the ef fee:.-. 

date thereof, or up to the total capital invested, whichever -. 
greater, and the percentage of the rebate may be made variable so a: 

to permit higher or lover percentages in earlier or later years of thi 

period- I n  determining t h e  periods of up to twenty (20) years and thc 

percentage of up t o  seventy-five percent ( 7 5 % ) ,  the Board shall takc 

into consideration the financial risks involved in the undertaking 

the government's officially adopted economic policies, the impact ol 

the proposed investment upon established firms and their markets i r  

Guam, and the proposed geographic location of the applicant's 

establishment, as well as the importance to t h e  economy of the 

proposed investment. For the purposes of this Section, the tern 

"income tax payablen shall mean income taxes applicable to corpc-?tc 

earnings derived from activities specified on the face of the St& 

Qualifying Certificate occurring on and subsequent to the date or 

issuance of t h e  applicable standard ~ualifying certificate. The Board 

shall also consider applying a limitation to the total accumulated 

benefits that may be granted under any prospective standard ~ualifyinq 

Certificate in the form of tax rebates and abatements, such that no 

further rebates may be given to the recipient once the accumulated 



t o t a l  of all rebates and abatements granted under the Stand== 

~ualifying Certificate, plus all management and consultant fees p a i  

to individuals or firms that reside or have their principal place o 

business outside of the Territorial boundaries of Guam, equal 

percentage, specified by the Board but in no event more than on 

hundred percent ( l o o $ ) ,  of the recipient's accumulated capita 

investment in buildings, equipment to be operated or utilize4 

principally by the recipient's employees, and facilities direct1 

associated with the activities f o r  which the  Standard Qua l i fy inc  

Certificate is issued, as are specified upon its face, p l i z  

recipient's original working capital. The Director of t h e  Deparrmen. 

of Revenue and Taxation of the government of Guam shall have t h ~  

authority to determine any prorations of rebates necessary because o: 

taxable years occurring within  the l i f e  of the applicable Standarc 

Qualifying Certificate which consist of less than a full twelve (12: 

month period. 

52420.  Taxability of Rebates: Legislative Intent. It is t h e  

intent of the Legislature that rebates of income taxes to qualifyin$ 

entities pursuant to 552417 and 2418 of this Article be rebates an all 

the  taxes owed on eligible a c t i v i t i e s  a s  defined on the face of the 

Qualifying Certificate and t h a t  no portion of the rebates given k€ 

later subject to income taxation. 

52421 .  Income Tax Rebate on Dividends. A rebate of up tc 

seventy-five percent (75%) of all corporate and personal income t a x  

on dividends paid by a corporate Beneficiary from its current year's 

earnings that are derived from the activities specified on the face 

of its Standard Qualifying Cert i f icate  is hereby establishad and  

declared, for which a Standard Qualifying Certificate may be issued 



for a period of up to five ( 5 )  consecutive years, which period mz 

any portion of the effective period authorized for the contro l  

corporate income tax Standard ~ualifying Certificate issued to 

corporation declaring the dividends. The period of tiue during w 

the Standard ~ualifying Certificate issued under the authority of 1 

Section is effective shall be determined by the Board and based 1 

a request made by the holder of the corporate Standard Qualif3 

Certificate, 

In the case of a corporation that has elected to be taxed a 

small business corporation organized as a nSubchapter S Corporatio 

said income tax rebate shall be passed on to its stockholders in 

same proportion as their stock interest in the tax-exempt corporatic 

In the case of a stockholder of a qualifying corporation r 

qualifying as a small business corporation., the income tax reS- 

herein provided shall be applicable to the dividend income recel- 

by the stockholder from the qualifying corporation. 

5 2422. Procedure to Claim Abated and Rebated Taxes. 

certificate of complfance by this corporation should be attached t 

the Beneficiary's tax return vhen filing each return. 

When the return for the abated tax is accompanied by 

certificate of compliance, the actual payment of the tax in questic 

to the government shall not be required, and upon audit and review c 

the tax return, the Tax Connmissioner of the government of Guam shall 

within one hundred twenty ( 120) days from receipt of said t a x  r e t u r r  

furnish the taxpayer a certification confirming the nature and amour 

of the tax abated, 

In the case of an income tax rebate where the taxpayer's ta 

return is accompanied by a certificate of compliance, the amount c 



tax due prior to rebate shall be deposited with t h e  government at t 

time of filing the income t a x  return. The Tax Commissioner of I 

government of Guam s h a l l  immediately thereafter  cause the return 

be revieved and audited, and if the rebate is found in order,  sha 

cause the  amount deposited to be returned to the taxpayer within a 

hundred eighty (180) days from date of deposit. 

52423.  Rebate Fund. Deposits  for income tax made w i t h  t 

government of Guam pursuant to this Article shall be covered a. 

deposited into a separate, special account in the Treasury of . 

Territory of Guam, herein designated as nZncome Tax Rebate Fur,_. 

5 2 4 2 4 .  Tax Redetermination. In the case of any Beneficiary whc 

in accordance vith the applicable laws of the Territory of Guam, sha: 

have applied for and been granted a redetermination of tax liabilit 

or taxes payable, the amount of abated or rebated taxes determined fc 

such Beneficiary for the taxable years affected shall be according1 

adjusted by the Director of the Department of Revenue and Taxation an 

said Beneficiary shall be required to pay the balance due said taxabl 

years, if any, together kith interest at the rate of twelve percen- 

(12%) per annum from the date the Beneficiary realized the abatemen' 

or rebate benefit; provided, that said balance due may be offset 0: 

credited against any tax refund due to the Beneficiary. 

02425. Implementation by Tax Commissioner. The Tax ~ommissic-': 

of the government of Guam is hereby authorized to i s s u e  such rules anc 

regulations as he may deem necessary to implement the  procedures 

outlined in this Article. 

92426 .  Limited to Government of Guam Taxes. A11 abatements and 

rebates herein established and authorized shall apply on ly  to t h ~  

taxes due the government of Guam. 



52427.  Fees. Upon t h e  effective date of this Act and unt 

modified pursuant to 12 GCA 52428 ,  the following fees shall 

assessed against each applicant and recipient of a ~ualifyi 

Certificate: 

Agriculture, Aquaculture, 
Mariculture $ 50 

Manufacturing $ 2 5 0  $l,OOO 

Commercial Fishing $ 5 0  $1,000 

Services $250  $1,000 

Tourist F a c i l i t i e s  
( E x c e p t  Hatels ) 

Industrial Facilities $500 $1,000 

Special Qualifying 
certificate 

52428. Periodic Adjustment of Fees. The Board is authorized t 

adjust the fees listed in 12 GCA 52427 on an annual basis, at th 

beginning of each calendar year upon demonstration to the ~ o a r d  by th 

Administrator that the cost  perf orminq the  services covered 

fees is greater than the amount of the fees.  F e e  changes shall b 

made according to the provisions of the Administrative Adjudicatia: 

Act. 

12429. Special Qualifying Certificates for Resident-Owned Smal. 

Businessee. m y  proposed new business in which the majority o: 

ovnership is held or will be held by an individual vho has been i 

continuous resident of Guam or individuals who have been continuous 

res idents  of Guam far no less than the f i v e  ( 5 )  years immediate11 

preceding application shall be eligible for a special ~ u a l i f y i n ~  



Certificate to convey a tax credit  of up to ten percent (10%) of 

wages, salaries and benefits paid to non-supervisory personnel f o ~  

period of up to five (5) years, regardless of whether the p r o p o ~  

business is organized as a proprietorship, a partnership or 

corporation. Such tax credits may be applied to offset any t 

liability of the recipient business that is payable to the Treasur 

of Guam, excepting payroll withholding taxes, and may be used at a, 

time up to and including the date t h a t  is f i v e  ( 5 )  years after t! 

expiration of said Special ~ualifying Certificate. 

The benefits of the Special Qualifying Certificate issued undc 

the authority of this Section shall become effective vhen the businez 

has made an investment in physical capital of at least Ten Thousal 

Dollars  ($10 , O O - 0 )  or more, but not to exceed Two Hundred F i f t  

Thousand Dollars ( $ 2 5 0 , 0 0 0 ) ,  and the time period f o r  which it i 

issued shall commence on that date. The Director of the Departmen 

of Revenue and Taxation shall have the authority to assess or caus 

to be assessed the value of the firm's investment in physical capita 

for the purpose of determining compliance with this Paragraph. 

For the purposes of this Section, the term mnon-superviso~ 

personneln s h a l l  mean a l l  personnel employed by the firm that haw 

direct or indirect authority over fever than three (3) other employee: 

of t h e  f irm; however, under no circumstances s h a l l  this include :: 

proprietor or the  general manager of the firm- 

Application for a Special ~ualifying certificate under t h i s  

Section shall be made on a form and i n  a manner prescribed by t h ~  

Corporation. 

Any Special Qualifying certificate issued under the authority of 

this Section shall apply to the business itself, and may not bc 



renewed or extended in the event of a change in ownership or name 

the business, and s h a l l  automatically terminate should reside 

ownership fall below the fifty-one percent (51%) level." 

SECTION 2 .  1 2  GCA 52105 is repealed and reenacted to read: 

"$2105. Board of Directors. A l l  functions and powers of t! 

Corporation shall be vested in and be exercised by and under tl 

direction of a Board of Directors hereinafter referred to as ntl 

Board," composed of seven (7) members: 

1. Fiva (5) who shall be appointed by the Governor of G u i  

under the guidelines of 12 GCA 52109: 

2 .  One (I) who shall be appointed by the Governor from a l i s  

of no less than three ( 3 )  names submitted by the Boa? 

Directors of the Guam Chamber of Commerce from among the1 

membership who list their primary business  concern a 

accounting, financial planning, banking or other financia 

consulting; and 

17 3 .  One (1) who s h a l l  be appointed by the Governor from amonc 

18 those who derive a majority of their income from farming. 

19 All appointments shall require the advice and consent of the Gum 

20 Legislature. Members of t h e  Board shall serve for a term of f o u r  ( 4  

21 years. The Governor shall appoint a member of the Board to serve as 

2 2  Chairman. The Director of the Department of Revenue and  axa at ion anc 

23 the Director of the Department of Commerce, or their representatives 

2 4  shall be ex-officio, non-voting members of the Board on a l l  matters 

25  and shall provide written position statements on each Qualifying 

26 Certificate and loan application." 

27 SECTION 3 .  12 GCA ~ 2 3 0 8  is repealed and reenacted to read: 

2 8  "52108. Qualifications for Directors. The Board members to be 



appointed by the Governor of Guam as above stated shall be U. 

citizens, selected from individuals who have resided in Guam at lea 

one (1) year immediately preceding their appointments, who ha 

demonstrated their ability and their attachment to public interes. 

and selected to provide diversified experience among Board member: 

Persons vho possess, or who are officers or stockholders of a1 

corporation which possesses a loan or loan guarantee or Qualifyiz  

Certificate or any other benefit from GEDA shall n o t  be eligible ft 

appointment to the Board. The Administrator shall be a U.S. c i t i z c  

selected from individuals who have resided in Guam at l e a s t  one ( I  

year immediately preceding his appointment, who possesses qualities 

knowledge, experience and diversified ability necessary to pursr 

effectively the program of the Corporation-rn 

SECTION 4 .  Rules and Regulations . The Guqm Economic Developmen 

Authority is authorized to promulgate such ~ l e s  and regulations as may b 

necessary to carry out  the purposes of t h i s  A c t  in accordance with th 

provisions of the Administrative ~djudication Act- 

SECTION 5 .  Effective Date, With the exception of 12 GCA Chapter 2 

9 2 4 2 9 ,  the provisions of this A c t  s h a l l  become effective immediately up01 

its enactment into Lav; the provisions of 12 GCA Chapter 2 3 2 4 2 9  of t h L ,  

A c t  shall become effective ninety (90) days after this A c t 0  s enactment in tc  

SECTION 6. Use of Tax Revenues in Lieu of Rebates and Abatements. 

Any and all revenues collected by the Treasurer of Guam because of an1 

suspension, surrender, revocation or other early termination of a 

Qualifying Certificate issued in accordance with the provisions of Chapter 

2 ,  T i t l e  12 GCA shall be promptly deposited in the Kotel/Restaurant 

Industry Apprenticeship Program Fund administered by the Guam Comunitk 



1 College. 

2 SECTION 7. Appropriate renumbering of sections in the Government CO. 

3 and Guam Code Annotated are hereby ordered according to the renumber 

4 sections contained in this A c t .  

1. Juao I... 

. -  --. 



$orcctrlurl i tv . 
Investments bv f o r e i q n  entre~refleurs cont  inue t 9  be m 2 .  

catalysts €or o u r  island's financial urowth.  The b u l k  of t h ~  

interests. however. lies i n  larae-scale proiects t h a t  benet 

g t h e r  off-island investors and transients mostlv and which a1 

puts undue pressure on our islandts infrastructure to exDat ld  a 

. . 
aieet t h e i r  needs. d e ~ l e t  in4 rag id ly  our flnlce essent i 

resources such as n e o ~ l e .  land and water. While the Territo 

tributions t can count their con o our welfare ~n terms cf  tax^ 

cctr .; t t  t nities on t he  low end of 7 

. ,  r o n s c a l e .  a f u l ~ ~ t ~ c i a a t i o n b v ~ e  . - 
reloid ~ e r a t i  meanln O D L P  whp I I 

ticularlv in term and work i n  Guam, ~ a r  s of owners hi^ and i o i  

. ~ e n t u r e s ,  is sorely lackins. 

Jt is the LeqisLaturets intent that the  O u a l  i f7 , ' i4  

Certificate ~roqrarn  now concentrate on assistina lot, 

c b l l  tc..?urencur-; and o the r  industries and services . i n c l u c l  i riel ti]<): 

s u ~ ~ o r t i v e  of hotels and their quests,  to divers i fv  our i s l ~ i r  

econosv and enxlch  ~ t s  qrqwth and enhance the a u a l i t y  o €  l l f r  i 

Guam, The L ~ u a t u r e  a f f u m s  that t h e  Droaram must be d i r e c t e  

t o  a t t r a ~ t  investments other  than hotels and resorts.  

$2401. Qualifying Certificate, Defined. A Q u a l i f y i t 1  

Certificate is [an instrument] a contract  v a l i d  for a given period o 

time, issued by the Governor upon recommendation of the Boarci 

between the aovernment  of Guam and t h e  [to a )  Beneficiary, who hr3 

q u a l i f i e d  f o r  ~ ~ r t a i n  tax rebates and abatements [under thi 

Article. ] i n  r e t u r n  for meetina certain e m o l o v m ~ .  - eauitv. and o t h e  

yeauirements as described in this ~ r t u  

9 2 4 0 2 .  Beneficiary, Defined. The recipient of a ~ u a l i f y i n  

Certificate shall be known as a ~eneficiary. 



i 6 2 .  Eligibility, Detined. The following shall be deemed 

t ~ e  a I ~ u s i n e s s  eligible f o r  consideration by t h e  Corporation 

issuance of a Qualifying Certificate. 

Any t r u s t .  ~ a r t n e r s h i ~ .  sole proprietors hi^. or corporation 

defined in $2405, engaged, or a b o u t  to engage in ( 1 )  agricultur 

zouacu l t u r - e .  mariculture, manufacturing, commercial f ishinq, 

s e r v i c e s [ ,  or i~nprovement oC real p r o p e r t y )  for purposes w h i c h  a 

specifically determined by the Corporation to be beneficia 

desirable, and necessary [to] & the economic development of Guanl 

c c;ll)t;.,~(t i n s u r a n c e  business as  permitted by Chapter V r  f , T i t  

XSXIX, Governmen t  Code); and (2) which activity meets one ( 1 )  or n : o r  

of t h e  followinq criteria: 

a .  C r e a t i o n  of new employment; 

b. Replacement of imports: 

c. Reduction of c o n s u m e r  prices; 

1 .  Creation of vitally needed facilities: 

e. ( I n s u r a n c e  providing fo r  o r  facilitating t h e  provision ::: 

h e a l t h  care services t o  t h e  p e o p l e  of Guam. 

[In addition, such otherwise eligible applicants must meet the 

minimum financial requirements: 

MINIMUM INVEST!.(Eir- 

Agriculture $ 15,000.5r: 

watch Manufacturing 50 ,000 .00  

Other M a n u f a c t u r i n g  2 5 ,  OOC,. f i r 8  

Commercial Fishing 25, 000 - 1 i l j  

Services 25,000. r?fi  

Hotels and Motels ~,000,000.~!0 

Other Tourist Facilities 25,0C1@.rC 

Industrial Facilities 100,000. 



Capti.de Insurance Companies 100,000. 

The Board [may] shall ~romulaate [by] regulations [develop st 

further] cantalnlnq 
4 .  

standards, [ a n d )  c r i t e r i a ,  and nleasures 

i n y e s t t n e n t s  bv t h e  OC .- -- an~licant and benefits for the ~eonle of c ; ~  

[ for t h e  i s suance  of] i n  issuinq Qualifying Certificates [ a s  it dee 

n r . The Board s h a  l l reco~ni ze and take i n t o  cons i d e ~ t  i 

airv dn1.i o l L arovisions of l aw  and reaulations administered b:i o t{i- 

qovernmefit entities that have  reuiew or a~nroval authoritv over t 

elicrible activitv. Such regulations shall be adopted [only a f t c  

public hearing t h e r e o n ]  in t h e  manner prescribed by [ L a w ,  ] t; 

Ad~ninistrdtive Adiudication A c t .  [and t hen  t r a n s m i t t e d  t o  c: 

Governor of Guam, and upon his approval and promulgation, shall h:i. 

the Corce and effect of law.] 

62403.1. Export Trading Company Eligibility. An expor  

trading company as defined in $19500.21 of Chapter VI of Title XX c 

the Government Code shall be eligible for t h e  full benefits oc 

qualifying certificate subject to applicable restrictions i f  the rrai 

oftice of the export  trading company is established on G u a m -  

U 4 0 3 . 2 .  Hote-ltv. . . . .  Anv establishment that orov i,.lc?r 

l o d q i n a  of at l e a s t  100 rooms. entertainment. recreational facil i tic: 

and various other services for t h e  nublic and jncludes t h e  followir* 

p p p r n e n t s  ; 

l v a t e  bathro~rn for each roornt 

21 air conditionina for each room: 

3 )  d l u a  room 
. . facilities; 

uet and /or mee tinq f acllltles; 
. a .  

5 1  con A . .  vent~an facllitles; 

6 )  
. . . 

r a t e d  s h o ~  f a c l l l W  

7 1 
. . . 

v a w s  recreatronal f a c u ~ t r e s  ~ n c l u d i n a ,  but 



. . 
Lllulted to, swimminu - ~ 0 0 1 s  and tennis courte;; 

-, o 1 whose owner: is incor~orated and licensed to 

business, both in Guam; is re~utable and financial 1.i st?.- 

in standina I~rinciuals/firm). and; shows evidence o2.r- 

o u t l a t / ,  o~tion to nurchase. or lease or other exoli 

c:.c)!n--tment to use oroDer tv  for the hotel 

. . 
is z. .L(ri t ; le  to ~ P D ~ Y  f o r  a Oualifvina Certlflcate. 

This elialbllltv 
- .  . 

shall terminate on the Corooration's close 

b u s i n e s s  on the last dav of calendar vear 1989. 

$2404. Nature of and Benefits. A Qualifying certificate, Lr 

issued, shall be a contract between the government of Guam and t 

Beneficisry, dnd the tax rebates enumerated in t h e  Certif icstc PI 

not be curtailed, limited or impaired by any subsequent a c t ,  exce 

as provided herein. Once issued and unless suspended, rescinded 

revoked, a Qualifying Certificate shall constitute conclusl- 

evidence of entitlement to the tax rebates and abatements s t a t e ~ i  c 

its face. 

+ z d o T i .  Qualifying Certificate, Issuance of. A @ u a l i f . : . i r l  

Certificate may be issued by the Governor of Guam upon t n  

recornmer~dntion of the Board to any applicant [corporation ] th;l 

proposes to enqaqe in a n  eliqible business, [ , or to any a p p l i c ~ n  

stockholder of such corporation holding a ~ualifying certificate, LIC 

said corporation may be either a Guam Corporation or a duly o r g a n i z e  

Mpossessions corporation" limited to doing business in Guam, as suc 

"possessions corporation" is defined under Federal income tax 1 aw 

and requlations]. 

52406. Same : Grounds for ~usaension. Resc~ssion. h b 

Revocation. A Qualifying Certificate may be suspended, rescinded 0 

revoked by the Governor of Guam upon the recommendation of the B.32r 



~ o J . '  th;: i . J  Liowing reasons: 

I .  Fraud or misrepresentation of any material a l \ e c ~ ; l t i o n  

the application for such Certificate. 

2. Failure to comply with any conditions and of i j l iqa t i  

s t a t e d  i n  the Certificate after havins been notified b'i i 

c:c_~r~oration in w r i t i n c l  of such failure to c o m ~ l v  2nd . 3 f b  

having been g i v e n  by t h e  Corporation a reasonable ye r i0 f . t  

time within which to correct such failure. 

3 .  The  Cilinq by the Beneficiary or aqainst the B e n e f i c ! . k  

of a petition for adjudication of bankruptcy as to s;l 

Beneficiary wherein the petition has been granted- 

4. A t i n c l i n g  by the Attorney General of the T e r r i t o r y j  tkd? 

corporate Beneficiary has been dissolved. 

'-, . 'dio\;~l:.ion of any provision of this Article. 

[ O .  I 

No r:;:c:~nrn~er~dation for suspension, rescission or revocation sc;l: . . t  1 

be made L,f the Board excepr: after a hearing thereon pursuant t u  '-' 

provisions of the ~dministrative Adjudication A c t .  

$ 2 4 0 7 ,  Disqualifications. A corporate a p p l i c a n t  Cor 

a i i Certificate shall, as a condition precedent to ! : I  

qualifying for the same, satisfy the Corporation in writing that i 

shall not transfer, move, relocate or otherwise remove a n y  of It 

existing b u s i n e s s  plants to Guam from the continental United 3 t i i Z c .  

or any of its territories or possessions. Neither shall a ~ u a l  i l y :  113 

Certificate i s s u e  to [ a  corporation] anv applicant who has not firs 
obtained a license to do business in Guam. 

No officer [and] a member of the Board or their s w u s e s  and rl 

<:o~pot-atjotl or a n v  o ther  leaal entity in which an officer or me111k-.e 

of the Board g r  their s ~ o u s e s  - has any financial interest may quaiif 



f o r  a Qualifyinq Certificate. 

l -J(. i  ttlcr : I  1 any ( > I  thr i o 1 1 o w i n c ~ ,  d u r i  r l r ]  t h c i  r t ~ r t r l  

office[,] _and f o r  a period of one (11 v e a r  a f t e r  their r e s i c l n a t i :  

termination or completion of their term of office, d i r e c t l * ~  

indirectly, qualify for a Qualifying Certificate: 

( a )  Members of t h e  Guam Legislature(;] and their snouses: 

j b J Eniployees of the [ Execut ive  Department of the Governnherlt 

Executive Branch  of the aovcr-nt of Cugm and the; 

suouse_~ from the l eve l  o f  first a s s i s t a n t  t o  t h e  departme:. 

director and up; 

(c! Judqes ot the various courts of the Territory . .br~- l  t ; , ~ \ ~  

s D o u s e s .  

Any QualiEyinq Certificate issued in violation of this S e c ti~ 

shall Le void ab initio. 

$ 2 4 1 3 8 .  En~ployment  of United States C i t i z e n s  and P e r m a v s r ~  

Ees i (lent:;. A [ co rpora t e ]  Qualifying Certificate shall not 1-r. i :::.Lrc( 

unless the applicant commits itself at the time of app l i ca t io r l  to: 

such a Certificate that a management t r a i n i n g  program shall L:c 

established and a c o ~ v  - 4  

of that ;  written t ra ln lncr  oroaram s h a l l  11~- 

delivered to the Cornoration within the number of davs ~ r e s c r i b e d i r  

reaulatlons bv t he  Cornoration so that within a reasonable period of 

time residents of Guam who are United States citizens or permanent  

residents of the United States and who are otherwise qualified wouLd 

r e p l a c e  the manager or other officers of an industry or b u s i n e s s  

q r a n t e d  a [ C o r p o r a t e ]  Qualifying Certificate who are not Uni tr!,! 

States  citizens or permanent residents of the United S t a t e s ,  and t h . . ~ t  

it shall a t  aL1 times employ a total employment force of not less 

than the minimum number established by the Corporation, at l ~ ? a ! : t  

seventy-five percent (75%) of which shall be United States  c i t i z s n s  



G i  persnclrtent residents o f  t h e  United States; provided, however, t l l  

I-or (300'1 cause, temporary exempt i o n s  h e r e t o ,  for speci f i c  and l i l i ~  i r: 

2eriods of tine, may be granted by the Corporation, such tempo1-1 

p r c ~ c ~ p t i o n s ,  t o  be conditioned upon a training program, a p p r o v ~ t i  ! 

t i l e  C o r p o r a t i o n ,  designed to  replace e m p l o y e e s  who a r e  n o t  e i t : ~ r  

Cini t e d  .<:ates citizens or permanent residents. In  a d d i t i o n ,  a f t c  

thc ez::;it .ation of three-fourths ( 3 / 4 )  of the period o f  the 9 u a L i ~ : , . I t  

Certificate or ten (10) years, whichever is sooner, t h e  possessor c 

t h e  Qualifying Certificate must satisfy the seventy-Eive percen 

( 7 5 ; )  errtployment requirement at both labor and management l e v e i :  

The Ccrpora t ion  s h a l l  be the so le  judge of what constitutes labor : 

management l e v e l  employment  but  i t  s h a l l  s e e k  a d v i c e  from tP . .  

f!niq:er.;i tq/ of Guam, the Guam Communitv Colleae. the Guam Deosrtxci: 

cf L ~ b o r .  t h e  DeDartment of E d u c a t i o n .  t h e  Guam Chamber of Commor-(.( 

or n other  orqanization familiar with human resource i::: 

cl;r:;si f i ( - . a t i o n s  before t a k i n a  final action. The Corporation r:ht11 I 

establish, bv reuulations a d o ~ t e d  nursuant  to the A d n ~ i n i s t r - 3 t i ' : -  

Adiudication A c t .  reauirements for ~ractical and eauitable t r a i n  inq 

idance for the a r ~ n l i c a n t  and proara~.ns a s  a u  t h e  reasonable mi n i m u m  

number of persons to be employed on a continuinq basis for e a c h  

[corporate] applicant in accordance  w i t h  t h e  specific and normsL 

requirements of the business involved. Such t r a i n i n c r  wroaram -13d 

minimum employment requirement shall be made a condition appearing or? 

the f a c e  of t h e  a p p l i c a b l e  [corporate] ~ualifyinq ~ e r t i f  i c a t e .  : r o  

r e s i d e n t  employee  of an industry or b u s i n e s s  granted a [ c o r p o r a t s  J 

Qualifying Certificate shall be paid  less than the prevailing wage 

rates nor shall he be laid off his job nor have his workweek reduc-22 

to Less than forty (40) hours for the sole purpose of c r e a t i r l c ~  

employment for non-resident workers. For the purpose of t h i s  



jeccion, "prevailing wage ratesv as determined by the Deyartnlent : 

t 1 1 1 , ~  u$:c(l :ts ;I (JU i clc. The D ~ p a r t m e n t  o r  1,i i l , (~r i :: 8 i 

empowered to investigate any complaint filed pursuant tc this S e c t  1: 

a n d  to settle t h e  same by issuance of an appropriate order  a i ' t ~  

notice a n d  hearing pursuant to the provisions of t h e  Administra:i. 

Adjudicdtion Act. Any willful violation of this Section, OL- of i ~ n  

crder issued hereunder, may be cause for a Beneficiary of 

L c u r p o r ~ ~ t c ]  Qualifying Certificate to forfeit the benefits t h e r e u l .  

12408.1- Participation in the Apprenticeship Traininq Proqr.lar 

A [Carporate] Qualifying Certificate shall not be issued tc . I  

ap [ . ) l i c an t  w h i c h  operates a hote l  or restaurant u111es.s : 1, 

applicant commits itself at t h e  time of application for such 

certificate to participate in the Hotel/Restaurant I n d u s  ti-: 

Apprenticeship Proyram administered by the Guam Cornrnun i t: 

College. i t '  the course curricula are deemed a~pror~ri3C-e b; ?i-.: - 
(3 , (~~avra t io11  to nrenare students for  the a~vli~.,711?t::,.;- i.: 

re,lruireinents. and to hire graduates of the a p p r - e t ~ t i c e = l ?  i.: 

proyrarn when vacancies exist. 

$2409. Qualifying Certificate Non-transferable. t\ Qua1 if yir1~;  

Certificate or the benefits thereunder may not be transferred cr- 

assigned [without the written permission of the Corporation]. 

52410. Application for Qualifying Certificates. ~pplications 

for Qualifying Certificates shall be filed on forms prescribed anJ 

furnished by the Corporation. A n  [corporate] applicant must aqree Co 

furnish .drittenbmonthly reports  beginning thirty (30) days after t ! : e  

d a t e  of the issuance of the (corporate] Qualifying ~ertif icate, i:i 

r epor t s  to include, but n o t  limited to, financial data, e .mplo~f i lent  

data and payroll data. All such monthly reports shall be treated :::: 

confidential by the Corporation. 



92411. Publications of All [Corporate] Applications t 

Q U ~ I  I i i y  i tv j  C e r t  i C icates. The Corporation shall cause to k,c put,l  i :t 

at applicants' expense, in a Guam newspaper of general circulatl, 

' 1  t ~ r  i c i  resume of a l l  [corporate ] applications for Qua1 i C , * i  

C ~ r t i t i c ~ ~ t e s ,  said publication t o  be made at least seven (7) da 

before the same is considered by the Board. The resume s h a l l  be 

a Corm p r e s c r i b e d  by t h e  Board, and it shall include only the t i - :  

znd  address  of applicant, a brief s ta tement  of t h e  propos 

investment, brief summary of t h e  tax rebates and abatements appii. 

for, an t1  t h e  names and addresses of those who are investors st t 

time the application is submitted to the Board. Followirlq t h e  L i L L 1  

of the application in due form, payment of the prescribed fees &: 

publication of t h e  resume, the holding of a public hearing t h e r e o n  . 

mandatory. The corporat ion  s h a l l  take a l l  reasonable  precautions : 

connection with such public hearing to avoid disclcsure c 

proprietary s e c r e t s  of t h e  a p p l i c a n t .  

$2412. Notice of Hearings on [Corporate] Applications. Notic 

uC public hearinqs s h a l l  be publ i shed  a t  applicants' expense  i n  

local newspaper of general circulation not less than f i v e  ( 5 )  day 

prior to the scheduled hearing date. 

52413. Recommendations. All recommendations of the Board €2 

issuance, modification, revocation [and] ar suspension of Qualifyin: 

Certificates s h a l l  be forwarded to the Governor of Guam, t o g e t h e ]  

with a memorandum of t h e  Board's findings i n  support of i t :  

recommendations. [Any recommendations of the  Board not  approved ol 

disapproved by t)The Governor of Guam, within s i x t y  ( 6 0 )  calenrfa. 

days from h i s  receipt thereof ,  s h a l l  either annrove or disamrove t ! l i  

Board's recomrnen&&ion, [shall be deemed approved as of the s i x t y  

first (Glst) day from the Governor's receipt thereof.] 



TWENTIETH GUAM LEGISLATURE 
1989 ( F i r s t )  Regular Session 

AN ACT TO AMEND ARTICLE 4 ,  12 GCA, CHAPTER 
2 ,  AtJO TO R E P E A L  F2433 AND TO AMEND $2434, 
BOTH IN ARTICLE 4 A ,  12 GCA, CHAPTER 2 ,  ALL 
RELATIVE TO THE QUALIFYING CERTIFICATE 
PROGRAM OF THE GUAM ECONOMIC DEVELOPMEflT 
AUTHORITY.  

i t ! :  ill' I~!l.li:'t'ED H'c' 'rHE PEOPLE OF THE TERRITORY OF GUAI.1: 

' 1  1 Article 4 ,  12 GCA,  Chapter 2 is amended to r e u d :  

"Art ic le  4 .  Qualifying Certificate 

LC, 

I1 

? 2 

1 3  

' 4 

4 

! ', 

: 7 

! 8 

L 3 

20 

.: 21: 90 . S h o r t  Title. 

2 .  Leaislative Findinas and Intent, 

$2401. Qualifying Certificate, Defined. 

t i ;  \ . J : .  UunePiciary, Defined. 

92463. Eligibility, Defined. 

5 2 4 0 3 . 1  E x p o r t  Tradinq Company Eligibility. 

6 2 4 0 4 .  Nature of and Benefits. 

52405. Qualifying Certificate, Issuance of. 

5240(i. Same: Grounds for S u s ~ e n s i o n ,  ~ e s c b s i o n ,  or Revocatic 

$2407. Disqualifications. 

5 2 4 0 8 .  Employment of United States Citizens and P e r m s n ~  

R e s i d e n t s .  

92408.1 Participation in Apprenticeship Training Program. 

$2409. Qualifying Certificate Non-transferable. 

52410. Application f o r  Qualifying Certificates. 

02411. Fublications of All f Corporate] Applications for ~ u a l i f ~ i  

Certificates. 



Notice of Hearings on [Corporate) Applications. 

Recomnendations. 

Tax Abatements. 

[Corporate] Income Tax Rebate. 

T a x a b i l i t y  of Rebate: ~eqislative I n t e n t ,  

Incorne Tax Rebate on ~ividends. 

Taxpayer's Option, 

Procedu re  to claim Abated and Rebated Taxes. 

Rebate Fund. 

Tax Redeterminations. 

l ~ ~ ~ p l e r n e n t a t i o n  by Tax commissioner. 

Lirrtitcd to Government of Guam Taxes. 

Fees. 

lJcrioc1 ic ~ c l j u s t m e n t  of Fees. 

6 2 ~ l ( ~ C r .  Short Title. This A c t  shall be known and  1ca.i !;?-(-_:-<; 

as t h e  CC Reforin A c t  of 1989. 

62400-1. L e a i s S a t i v e  Findinas and Intent. The Leaisldt3:t 

t th recoun ZPS tha e O u a l G v l n g  Certificate  roara an of t h e  

'2'err itorv was conceived as an economic incentive tool t o  c)nt ; -.. 

iovestors into ~ u i m ,  I use for over two decades, it has t-2s 

. . s u b s t a n t i a l  ~osltlve l m ~ a r t  w o n  t h e  economic develo~ment cf the 

The r ,ea is latuge  f ~ r d s  that. todav . new hots1 

construction. exaansi~n of existino ones, and develo~ment J C  

resorts are occurrina i reswonse  t n  demands f o r  a d J i t i c l ~ ~ l I  

lodainns due to the ever-increasing n-rs of visitors to Cc,-l.cl 

and that uovernment assistance in the form of OC bcnafit-ki-.?c 

1on~e.r nec-v f o r  qrotsrth in this sector of Guam's b u s l l ~ f . ~ ~  



4 .  Tax Abatement. The following t a x  abatements are 1 1 ~ ~  

cstabli s h c d  and declared, Cor which ~ u a l i f y i n q  Certificates mi) 

issued: 

L. All taxes now levied by virtue of Chapter I V ,  Title X X  

the Government Code of Guam, known as Real Property T 

s h a l  I be abated for a period up to ten ( 10 ) years from ~f 

of issuance of Qualifying certificate therefor, and as 1 .  

as s a i d  CertiCicate is in force and effect, p r o v i ~ J e d  t! 

t h e  real property on which said tax is assessed is utili, 

for a tax exempt business that has qualified and continc 

to qualify for a ~ualifying Certificate. 

[ 2 -  A l l  t a x e s  n o w  levied on income derived from the lease 

land, buildings, machinery and equipment by virtxe 

Subchap t e r  O ,  T i t l e  XX of the Government C o ~ l e  of:' Cat \  

shall be abated for a period up to ten (10) years from (is 

ol: issuance of a Qua1 ifying Certificate thereCor , a11~ i 

long as said Certificate is in force and eflect, p r o 4 ~ i 2 c  

that sa id  income has been derived from t h e  lease o f  lanl -  

building, machinery and equipment to a t a x  exempt busines 

t h a t  has qualiEied and continues to qualify for 

Qualifying Certificate.) 

[ 3 )  2. All taxes now levied by virtue of Subchapter 8 ,  C h a p t e  

V I ,  Title XX of the Government Code of Guam, known as t:: 

Gross,Receipts Tax, shall be abated for a period up to te 

(10) years from date of issuance of a Qualifyin 

Certificate therefor, and as l o n g  as said Certificate is i 

force and effect, provided that the gross receipts on whic 

such t a x  shall be abated have been derived from the sale cl 

alcoholic beverages manufactured in Guam by tii 



IwanuCacturer thereoC and that such ioanuCacturer 

quil I i r ied arrd c : o n t i n u e s  t o  qualily l o r  a Q U L I  1 i f i  

Certificate covering such manufacture. 

{ / I  1 3.. A l  1 t a x e s  levied or paid by virtue of Subch;,ptc:p- 

C l l a p t e r  VI, T i t l e  X X  of the Government Code of Guam,  k r ~ c  

as  t h e  Gross ~eceipts Tax, shall be abated [ o r  r e b a t e d ]  f 

those gross  rece ipts  derived from the sale 01 petrc;Tc 

products, manufactured in Guam and sold to agencies 

instrumentalities of the government oE G u a m  by c 

m a n u f a c t u r e r  thereof ,  provided that a Qua 1 i f a ; ;  

Certificate f o r  such a t a x  abatement is granted pursuarbt 

t h e  p r o v i s i o n s  of t h i s  Subparagraph, and f u r t h e r  p r o v l ~ l  

tha t  at any such time that a manufacturer possessing su. 

a Qualifying certificate n o  longer c o n t i n u e s  t o  qua1 i f 7  C :  

the certificate, the taxes shall no longer be a b a t e ~ i  :,. 
rebated  1 .  A Qua 1 i l 'y inq Certificate may c ~ r a n t  :.u( , I- I : 

abatement [or rebatement) for up to a t e n  (10) y e a r  p e r i c  

commencing with the date of initial commercial p r o d u c t i ~ ~  

of petroleum p r o d u c t s  by the manufacturer. 

(5. All taxes  now levied by virtue of 943714, C h a p t e r  \IT1 

Title XXXIX of the Government Code shall be abated f o r  

period of up to ten ( 10) years from d a t e  of i s s u a n c e  of th 

Qualifying Certificate therefor and as Lonq as s d i -  

certificate is in force and effect, provided that silil 

premiums are collected by a captive insurance conIp3::' 

licensed under Chapter VTI of Title X X X I X  t h a t  h a :  

qualified and continues t o  q u a l i f y  f o r  a ~ u a i i f y i n !  

Certificate.] 

52415. [Corporate] Income Tax Rebate. A rebate [ o f  up t 



s e v e n t y - l ' i v e  p e r c e n t  ( 7 5 2 )  ] of all [corporate) income t a x  p a y a b l e  

t h e  qovernment of Guam equal to the t ~ t a l  c a p i t a l  invested is herc 

established and dec lared ,  for which a Qualifying Certificate may 

issued lor  s period not exceedinq a total of twenty (20) consecuti 

years trom date of issuance of a ~ualifying Certificate therefor S I  

t h e  p~-:~-(:cntaqe of rebate may be made var iab le  bv t h e  Boas so a s  : 

[>eralit- higher or Lower percentages in earlier or later years oE tf 

period. In determining t h e  periods up to twenty ( 2 0 )  years [ and  t t  

percentayes up to seventy-five percent ( 7 5 % ) ] ,  the Board s h a l l  t a h  

into c o n s i d e r a t i o n  the financial risks involved i n  the u n d e r t ~ k i n q  ., 

well ds the [importance to the economy of) i m ~ a c t  on t h e  5c6 i~. 

%cnornic: develonment of Guam by the proposed investment. For t h  

purposes of this S e c t i o n ,  the term ttincome tax payableu shall riled 

income taxes applicable t o  [ c o r p o r a t e ]  earnings occurring o n  a n  

subsequent to the date of issuance of the applicable Q u a l i S y i r l (  

Cert i l  i c a t e .  The Director of Revenue  and Taxation of the qoqJernc.;:n 

of Guam shall h a v e  authority to determine any prorations of rebate: 

nec:e:;sary because of taxable years occurring within the l i Ee of' 

applicable Qualifying Certificate which consist of less than a luIL 

twelve (12) months period. 

52416. Taxability of Rebates: ~eqislative Intent. It is thy 

i n t e n t  of the  Legislature that rebates of income taxes to qualifying 

entities pursuant to 552414 and 2415 of t h i s  Article be rebates 

a 1 1  the taxes owed and that no portion of t h e  rebates given be later 

subject to income taxation. 

92417. Income Tax Rebate on Dividends. A rebate of u p  t 9  

seventy-five percent (75%) of a l l  corporate income tax on dividencis 

paid by a Corporate Beneficiary is hereby established and dec lsr -mi  , 

for which a Qualifying Certificate may be issued f o r  a period u p  t o  



Live ( 5 !  consecutive years which period may be any p o r t i o n  O L  t 

effect i-JS period authorized for the controlling corporate inccmc (1 

QudliEy iny Certificate issued to the corporation declarinq t 

(1 i v idcnt l s  . 

in case of a corporation that has elected to be taxed as a snta 

Occ:: i I - I ~ !  :: c :o rpora t ion  commonly known as a "Subchapter S C o r p o r a t  i c : r l  

sail1 i:!colue tax rebate shall be passed on t o  its stockholders, wl 

ouslv for at least f i v  \ r a - ~ e  resided _in Guam contlnu e 151 !/ears. in rt 

same crcportion as their stock interest i n  the tax-ex*!::: 

corporation. 

I n  t h e  case of a stockholder of a Qualifying C o r - p o r a t i ~ n  !,.. 

clue I i C . 4  i nc3 a s  a small L u s i n e s s  corporation, the income t a x  rctj .: 

herein yrovided shall be applicable to the dividend inconre receii.2 

b y  the r;tockl'lolcler, w h o  has resided in Guam continuous1 v for ~ t - J . l :  : ,  

five ( 5 :  years ,  from the tax-exempt corporation. 

$2418. Taxpayer's Option. I n  lieu of the percentsqe of ? . 
abatements and rebates granted i n  t h i s  C h a p t e r ,  the Beneficiar*! r ; i  

elect to enjoy only f i f t y  percent (50%) of sa id  abatements ; I ~ L  

rebates for a period of double the term authorized by the Corporatior 

as stated in taxpayer's Qualif yinq Certificate. This option 1na.1 

exercised by a statement of the taxpayer so stating, together w l  t t -  

the consent thereto of the corporation, filed with the correspondinq 

tax returns. 

52419. Procedure to Claim Abated and Rebated Taxes. A 

c e r t i f i e d  t r u e  copy of t h e  corresponding ~ualifyinq C e r t i f i c ~ t ~  

certified. and a certificate of comaliance issued, by this 

Corporation should be a t tached  to the Beneficiary's t a x  r e t u r n  wher 

filinq each r e t u r n .  

When the return for the abated tax is accompanied b; 



~ o c r e s j ~ ~ r r ~ l i n q  Qualifying Certificate and a certificate of comuLiat~c-tA 

the actu.11 payment of the t a x  in q u e s t i o n  to the Government shal l 1 1 - 1  

be required, and upon audit and review of the t a x  re turn ,  t h e  i I 

Curnrniss icner  of the qovernment of Guam shall, within one hundrc.  

c ~ l e n t y  i 1 2 0 )  days from receipt of said tax return, Furnish ti:. 

t d x p a y e c  d certification confirming the nature and amounc of the td: 

I the case of an inconle  t a x  rebate, where the taxpayer's t ~ )  

r e t ~ r n  is accompanied by a corresponding Qualifying Certificate f i r i f .  

a certiticate of com~liance, the amount of tax due prior t o  relac, 

1 be deposited with the Government at the time of L i l i n r j  ::,c 

itlcorrte t a x  return. The Tax Commissioner of the governnlenr  06 G i l s ~ r  

shall irnnediately thereafter cause the return to be reviewed[ . ir:t 

~1ud.i i ted I ,  ;\rlcl i r  the  rebate is found in order, shall cause the aniculrt  

deposited to be returned to the taxpayer within one hundred e igh t ;  

( 1G13j 1 i . l . j ~  C t ' o n l  date of [receipt]de~osit. 

92420- Rebate Fund. Deposits for income tax made * i t h  La.:\ 

yovertlmerit of Guam pursuant to this Article s h a l l  be covered ?! la1  

deposited into a separate, special account in the Treasury of t h e  

territory of Guam, herein designated as wfncome Tax Rebate Fund." 

52421. Tax Redeterminations. In the case of any Benef ic iar ld  

who, i n  accordance with the applicable laws of the territory of yuam, 

shall have applied for and been granted a redetermination of t a x  

liability or taxes payable,  the amount of abated or rebated t a x e s  

determined for such  Beneficiary for the taxable years affected s h d l l  

be accordinqly adjusted by t h e  Director of Administration arid S L I ~ ~ J  

Beneficiary shall be required to pay the balance due sa id  taxabLe 

Years, i f  any, together with interest at the rate of six percent ( c h  ) 

P e r  annum from the date the Beneficiary realized the abatement ut 



4 ! K m  - 
. \ 

rebate  Lenerit; provided ,  t h a t  said balance due nray be oCfset 

c r e d i t e d  a y a i n s t  any t a x  refund due to the Beneficiary, 

5 2 4 2 2 .  Implementation by Tax Commissioner. T h e  7 

c missioner of the government of Guam is hereby authorized to is?;: 

such rules a n d  regulations as  he may deem necessary to i m p l e n ~ e ~ ~ t  t i  

p roceaures  outlined in this Article. 

$2423. Linrited to Government of Guam Taxes .  All a b a t e ~ ~ ~ e n t s  c b !  

r e b a t e s  h e r e i n  established and authorized shall apply only to t!. 

t a x e s  due the government of Guam. 

;?3 .4 ,74 .  F e c s .  Upon the effective date of this A c t  ,~nci L I I ~ ~ ;  

crodifieci pursuant to 12 GCA $2425, the Eollowiny fees S I I U ~ .  .- 

assessed against c o r p o r a t e  a p p l i c a n t  and corporate recipient o: 

Q u a 1 i E y i : l g  Certificate: 

ANNUAL SURVEILLAIiC 
U f N G  FEE - -- 

I' t - 

Watch M a n u f a c t u r i n g  250 1, L): 

O t h e r  ~anufacturing 250 

Commercial Fishing 50 

Services 2 5 0  

Hotels and Motels 5 0 0  

Other Tourist Facilities 500 

Industrial Facilities 500 

[Captive Insurance Companies 5 0 0  1 a ,; : 1: 

S2425. Periodic Adjustment of Fees. The Board is a u t h o r i z e c l  t: 

adjust t h e  fees listed i n  12 GCA 92424 on an annual basis,  at t h e  

beginning of each calendar year s t a r t i n g  with calendar year 19[88 1 2 2 ,  

upon d e m o n s t r a t i o n  to the Board by the ~dministrator t h a t  the cost of 

performing the services covered by t h e  fees is greater than t h . ~  



amount of %he fees. Fee changes  shall be made - ~ c c o r d i n g  to 

provisions of the Administrative Adjudication [Law] Act.@t 

SECTION 2. 0 2 4 3 3  of ArticLe 4 A ,  12 GCA, Chapter  2 is repealed i n  

L entirety. 

SECTION 3.  $2434 of Article 4 A ,  12 GCA, Chapter 2 is amended 

~ - P I \ U I ~ I ~ ) C C . C ? ( ~  to read : 

'l($2434] 6 2 4 3 3 .  L i c e n s e  Requirement. It shall be a c o n d i t  

of the t a x  exemptions provided for in 5 2 4 3 2  of t h i s  Article 4 A  [ 

-1 of the s p e c i a l  Qualifying Certificate provided for in 92433 oC tl 

! C, Artic le  4 A ]  that a FSC shall at a l l  times maintain a v a l i d  Guam I 

: 1 license i n  good standing pursuant to the provisions oE C h a p t e r  VI 

i 2 T i t l e  )I :VII  of the Government Code of Guam. 



TWENTIETH GUAM LEGISLATURE 
1989 (First) Regular Session 

Bill No. 959 
(Substitute Bill of the 
Committee on Economic Development) 

Introduced By: E.D. Reyes 

AN ACT TO AMEND ARTICLE 4 ,  12 GCA, CHAPTER 
2, AND TO REPEAL 52423 AND TO AMEND $2434, 
BOTH IN ARTICLE 4 A ,  12 GCA, CHAPTER 2, ALL 
RELATIVE TO THE QUALIFYING CERTIFICATE 
PROGRAM OF THE TERRITORY O F  GUAM. 

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

SECTION 1. Article 4, i2 GCA, Chapter 2 is amended to read: 

"Article 4. Qualifying Certificate 

52400. Short Title. 

6240 0.1 Leuislative Findina s and Intent, 

92401. Qualifying Certificate, Defined. 

92402. Beneficiary, Defined. 

42403. Eligibility, Defined. 

42403.1 Export Trading Company Eligibility. 

52403.2 Hotel Eliaibilitv. 

52404. Nature of and Benefits. 

82405. Qualifying Certificate, Issuance of. 

82406. Same: Grounds for Sus~ension, Rescission, or Revocation. 

52407. Disqualifications. 

52408. employ men^ of United States Citizens ,lna Fermanen 

$2408.1. Participation i.n Apprenticesh.ip Training P r o g r a m .  

82409. Qualifying Certificate Non-transferable. 

52410. Application for Qualifying Certificates. 



Publications of All (Corporate] Appiications for Quaiifyi 

Certificates. 

Notice of Hearings on [Corporate] Applications. 

Recommendations. 

Tax Abatements. 

[Corporate] Income Tax Rebate. 

Taxability of 2ebate: ~egislative Intent. 

Income Tax Rebate on Dividends. 

Taxpayer's Option. 

Procedure to Claim Abated and Rebated Taxes. 

Rebate Fund. 

Tax Redeterminations. 

Implementation by Tax commissioner. 

Limited to Government of Guam Taxes. 

Fees. 

Periodic Adjustment of Fees. 

62400 .  Short Title. This Act shall he known and mav be c i t e [  

3s r:e OC Reform &.ct of 1?89. 

62400.1.  teal slative F j  ndinqs and Intent. The Leaislaturc 

recaanizes that the Oualifvin~ Certi ficate orosram of the 

Territorv was conceived as an economic incentive tool to entice 

investors into Guam. In use for over two decades, it has hac 

substant; -.L 2osi.t: -m l apact upon the economic devel onment of t h ~  

Territsry. m a i n l v  in the tourist industry. 

Txaj slatare Finds that. todav. new -lotel 

construction. ~3xaansion of 3xisti.n~: ~ n e s ,  ~ n d  ievein~menr ::f 

resorts a r e  : : ccur r jna  in resDonse to demands Cor -1dditional 

Lodaina clue r z  c?te eve r - i nc , r ea s in s  ;?umbers , > f  l isitors t : ~  Guan 



3nd that ao - .  
vernment assistance in the form of OC bener l ts  is 

lonaer n e c e s s a r v  f o r  s rowth  i n  this s e c t o r  of Guam's b u s i n €  

communitv. 

Investments bv Foreiqn mtremeneurs  c o n t i n u e  t o  ke m a j  

cat3 . lvs ts  f o r  o u r  I . s l a n d t s  financial growth. mhe bulk cf the 

interests, however. 1. Fes i.n 'Larae-scale u r o i e c t s  that benef 

o t h e r  ~ f f - Y s l a n d  investors and transients mostly and which a1 

puts undue nressure on our island's infrastructure to e x ~ a n d  a 

meet their yeeds .  depletina r a ~ i d l v  our Einite e s s e n t i  

resources such 3s oeoa1.e. land and water. While the T ? r r ' i t o i  

can z z u n t  the i r  c~ntributians t o  our  elfa are i.n terms of t z x e !  

ccnstrzction. a n d  em~lovment ci3nortun.ieies c:n the Low e n d  of kt. 

remuneration zcale. neaninaful. aartici~ation bv neowle who li\ 

and work i n  Guam, parti.cu.larl:f in terms of o w n e r s h . i a  and ' a i r  

ventures. is sorelv lackina. 

T t  is the Leqislature'~; intent that the Oualifyin 

C t4 i r a t e  a 
entrearsneurs a n d  o t h e r  i - n d u s t r i e s  and se rv ices .  inc iud . inq  ?!?as 

.;u~;r;.rr i v? of  kste.1.: :lnr3. q u e s t s ,  ,~i.\;e~rsj.f;l C U ~  i-slijn 

ecancmv . ~ n d  e n r i c h  ;',s c;rnwth :jnd cnttnnce the  ::uilL l:ty/ 1 L F R  I 

Guam. The Leaislature offirms that the nroar2m must he direc:te 

to a t t r a c t  I n v e s t m e n t ! <  c~tt'ler t h a n  Llo.te.Ls : ~ n t l  r:?sort5. 

i 2 4 G i .  Qualizyinq Certif i .cate, Defined. A G u a l i E y i . n ~  

~, :k~~: t i~ i , . : : i . t i?  i ;~ ;  1 ; s r ~  izscr!;ment .I ,.-c)nr:r;3r:t ,::i].i~i :.?IF :.k , . ; iqef t?t '~  ,:,:?r:i-c.>($ , :  

time, issued hy t h e  Go\ l~ ! rnor  upon recommendation f the Soar4 



42402. Genericiary, Defined. The recipient of a Quaiifyi 

Certificate shall be known as a aeneficiary. 

52403. Eligibility, Defined. The following shall be deemed 

'De a business eiiqible for consideration by the Corporation f 

issuance of a Qualifying Certificate. 

Any trust. ~artnershi~. sole ~roprietorshi~. OK corporation 

defined in 52405, engaged, or about to engage in (1) agriculture inc 

exceedina 52.000.000 in current and fixed assets), aauacultur~ 

mariculture, manufacturinq, commercial fishing, services, c 

improvement of real property for purposes which are specificall 

determined by the Corporation to be beneficial, desirable, ar 

necessary [to] far the economic development of Guami, or capti1 

insurance business as permitted by Chapter 1 1  Title XXXI3 

Government Code] ; and ( 2) which activity meets one ( 1) or more of t h  

following criteria: 

a. Creation of new employment; 

b. Replacement of imports; 

c. Reduction of consumer prices; 

d. ~reacion of vitaily needed facilities; 

% Procurement of services or wroducts sup~iiea bv mam- 

licensed vendors, if total cost does not exceed ten percent 

110%) of those same services or nroducts available fro1 

other vendors. 

[ e .  Insurance providing for or faciiitating the ~rovision of 

health care services to the people of Guam.1 

[In addition, such otherwise eiiqible applicants must meet thc 

minimum financial requirements: 

MINIMUM INVESTMEN? 

S i5,OOO.OL Agriculture 



Xatch Manufacturing 50, G O O .  

Other Manufacturing 25,000. 

Commercial Fishing 25,000. 

Services 25,000. 

Hotels and Motels 1,000,500. 

Other Tourist Facilities 25,000. 

Industrial Facilities 100,000. 

Captive Insurance Companies 100,000. 

The Board [may] shall ~romulaate [by] regulations [develop su 

further] containinq standards, [and] criteria, and measures 

i ve tme ts b t e a J eoule GUi 

[for the issuance of ] in issuinq ~ualifying certificates [as it dee~ 

necessary]. The Board shall recoanize and take into consideratic 

m\r and all ~rovisions of law and reuulations administered bv othc 

aovernment entities that have review or anuroval authority over t t  

elisible activitv. Such regulations shall be adopted [only aftc 

public hearing thereon] in the manner prescribed by [law,] 

Administrative Adjudication ~ c t .  [and then transmitted to th 

Governor of Guam, and upon his approval and promulgation, shall hav 

the force and effect of law.] 

52403.1. Export Trading Company Eligibility. An expor 

trading company as defined in §19500.21 of Chapter VI of ~itle XX o 

the Government Code shall be eligible for the full benefits of 

qualifying certificate subject to applicable restrictions if the mai 

office of the export trading company is established on Guam. 

62403.6. 9 Ho tel Eliqibilitv. - Eliaibilitv of hotels to ~ D D ~ Y  f0 

a Ouallfv~na Certificate shall terminate on the Coruoratlon's cbos 

of busmess on the last dav of calendar vear 1989. Termination o 
. . . .  

e t * whi vid 



evidence of at leasc t iftv-one percent ( 51%) ovnershi~ bv uersons 7 

are United States citizens and residents of Guam for at least f :  

( 5 )  continuous vears prior to the date of au~lication. 

52404. Nature of and Benefits. A Qualifying Certificate, or 

issued, shall be a contract between the government of Guam and t 

Beneficiary, and the tax rebates enumerated in the Certificate m 

not be curtailed, limited or impaired by any subsequent act, exce 

as provided herein. Once issued and unless suspended, rescinded 

revoked, a Qualifying Certificate shall constitute conclusi 

evidence of entitlement to the tax rebates and abatements stated 1 

its face. 

9 2 4 0 5 .  Qualifying Certificate, Issuance of. A Qualifyir 

Certificate may be issued by the Governor of Guam upon tk 

recommendation of the Board to any applicant [corporation] t h ~  

proposes to engage in an eligible business, [ ,  or to any applicar, 

stockholder of such corporation holding a Qualifying Certificate, an 

said corporation may be either a Guam Corporation or a duly organize 

"possessions corporationu limited to doing business in Guam, as suc. 

"possessions corporation" is defined under Federal income tax law: 

and regulations.] 

52406. Same : Grounds for Susaension, Rescission, o! 

Revocation. A Qualifying Certificate may be suspended, rescinded o 

revoked by the Governor of Guam upon the recommendation of the Boart 

for the following reasons: 

1. Fraud or misrepresentation of any material allegation ii 

the application for such Certificate. 

2 .  Failure to cornply with any conditions and obligation: 

stated in the Certificate after havina been notified by thl 

Cornoration in . . 
wrltlna of such fallure to comulv and afte: 



having been given by the Corporation a reasonable period 

time within which to correct such failure. 

3. The filing by the Beneficiary or against the Benefici 

of a petition for adjudication of bankruptcy as to s 

Beneficiary wherein the petition has been granted. 

4. A finding by the Attorney General of the Territory thal 

corporate Beneficiary has been dissolved. 

5 .  Violation of any provision of this Article. 

E6- I 

No recommendation for suspension, rescission or revocation sha 

be made by the Board except after a hearing thereon pursuant to t 

provisions of the Administrative Adjudication Act. 

52407. Disqualifications. A corporate applicant for 

Qualifying Certificate shall, as a condition precedent to [ 

qualifying for the same, satisfy the Corporation in writing that 

shall not transfer, move, relocate or otherwise remove any of i' 

existing business plants to Guam from the continental United Stat1 

or any of its territories or possessions. Neither shall a Qualifyir 

Certificate issue to [a corporation] anv applicant who has not fir: 

obtained a license to do business in Guam. 

No officer [and] a member of the Board or their sDouses and r 

corporation gr any other leaal entitv in which an officer or membe 

of the Board or their sDouses has any financial interest may qualif 

for a Qualifying Certificate. 

Neither shall any of the following, during their term c 

office[,] and for a ~eriod of one ( 1 )  vear after their resianation 

termination or com~letion off directly c 

indirectly, qualify for a Qualifying Certificate: 

(a) Members of the Guam Legislature[;] and their SDouseS: 



(b) Employees of the [Executive Department of the Governme 

&ecutive Branch of the aovernment of Guam and th 

SDouses from the level of first assistant to the departm 

director and up; 

(c) Judges of the various courts of the Territory and thc 

SDouses. 

Any Qualifying Certificate issued in violation of this Sect: 

shall be void ab initio. 

5 2 4 0 8 .  Employment of United States Citizens and Permane 

Residents. A [corporate] Qualifying Certificate shall not be issc 

unless the applicant commits itself at the time of application f 

such a Certificate that a management training program shall 

established and a conv of that wrjtten trainins aroaram shall 

delivered to the Corporation witha 'n the number of days mescribed 

reaulatlons bv the Cornoration so that within a reasonable period 4 

time residents of Guam who are United States citizens or permanel 

residents of the United States and who are otherwise qualified waul 

replace the manager or other officers of an industry or businez 

granted a [Corporate] Qualifying Certificate who are not Unite 

States citizens or permanent residents of the United States, and t h ~  

it shall at all times employ a total employment force of not les 

than the minimum number established by the Corporation, at leas 

seventy-five percent (75%) of which shall be United States citizen 

or permanent residents of the United States; provided, however, tha 

for good cause, temporary exemptions hereto, for specific and lirnite 

periods of time, may be granted by the Corporation, such temporar 

exemptions, to be conditioned upon a training program, approved t 

the Corporation, designed to replace employees who are not eith~ 

United States citizens or permanent residents. In addition, afte 



the expiration or three-fourths ( 3 / 4 )  of the period of the Qualify1 

Certificate or ten (10) years,. whichever is sooner, the possessor 

the Qualifying Certificate must satisfy the seventy-five perce 

(75%) employment requirement at both labor and management level 

The Corporation shall be the sole judge of what constitutes labor 

management level employment but it shall seek advice from t 

Universitv of Guam, the Guam Communitv Colleae. the Guam Departme 

of Labor. the DeDartment of Education, the Guam Chamber of Commercl 

the Guam Hotel and Restaurant Association or anv other oraanizatic 
. . familiar with human resource iob classlflcations before takina fin; 

action. The Corporation shall establish, bv regulations adowtc 

to the Administrative Adiudication A pursuant ct, requirements fc 

practical and equitable traininu nroarams as auidance for t k  

gn~licant an4 the reasonable minimum number of persons to be employe 

on a continuing basis for each [corporate] applicant in accordanc 

with the specific and normal requirements of the business involved 

Such trainincr Drouram and minimum employment requirement shall bl 

made a condition appearing on the face of the applicable [corporate 

Qualifying Certificate. No resident employee of an industry 01 

business granted a [corporate] Qualifying Certificate shall be paic 

less than the prevailing wage rates nor shall he be laid off his jot 

nor have his workweek reduced to less than forty (40) hours for thc 

sole purpose of creating employment for non-resident workers. FOI 

the purpose of this Section, "?revailing wage rates" as determined n! 

the Department of Labor shall be used as a guide. The Department ol 

Labor is hereby empowered to investigate any complaint filed pursuanl 

to this Section and to settle the same by issuance of an appropriate 

order after notice and hearing pursuant to the provisions of thl 

Administrative Adjudication Act. Any willful violation of thi: 



Section, or of any order issued hereunder, may be cause for 

Beneficiary of a [corporate] Qualifying Certificate to forfeit t 

benefits thereof. 

52408.1. Participation in the ~pprenticeship Training Progra 

A [Corporate] Qualifying certificate shall not be issued to 

applicant which operates a hotel or restaurant unless tl 

applicant commits itself at the time of application for such 

certificate to participate in the Hotel/Restaurant Industi 

Apprenticeship Program administered by the Guam cornmunil 

College, if the course curricula are deemed ap~ro~riate bv tt 

Cor~oration to sreDare students for the a~~licant's j c  

requirements, and to hire graduates of the apprenticeshi 

program when vacancies exist. 

52409. Qualifying Certificate Non-transferable. A Qualifyir? 

Certificate or the benefits thereunder may not be transferred c 

assigned without the written permission of the Corporation. For th 

puruoses of this Section, a transfer or assiqnment of benefits shal 

have occurred at anv time there is a transfer of a maioritv of th 

votina stock of the Beneficiary, resultins in a chanae in th 

identitv of the shareholders who control the Beneficiarv. 

92410. Application for ~ualifying certificates. Application: 

for Qualifying Certificates shall be filed on forms prescribed anc 

furnished by the Corporation. An [corporate] applicant must [agref 

to] furnish written monthly reports beginning thirty (30) days aftel 

the date of the issuance of the [corporate] Qualifying Certificate 

said reports to include, but not limited to, financial data 

employment data and payroll data. All such monthly reports shall bc 

treated as confidential by the Corporation. 

52411. Publications of ~ l l  [Corporate] Applications fo' 



Qualifying Certificates. The Corporation shall cause to be publish 

at applicants' expense, in a Guam newspaper of general circulatio 

a brief resume of all [corporate] applications for Qualifyil 

Certificates, said publication to be made at least seven (7) da: 

before the same is considered by the Board. The resume shall be : 

a form prescribed by the Board, and it shall include only the nar 

and address of applicant, a brief statement of the propose 

investment, brief summary of the tax rebates and abatements applic 

for, and the names and addresses of those who are investors at tP 

time the application is submitted to the Board. Following the filir 

of the application in due form, payment of the prescribed fees an 

publication of the resume, the holding of a public hearing thereon i 

mandatory. The corporation shall take all reasonable precautions i 

connection with such public hearing to avoid disclosure o 

proprietary secrets of the applicant. The Board mav schedull 

additional oublic hearinas as necessarv. The Board meetins fo: 

an~roval of a Oual fyina Certificate shall not be held on the samc 

dav as a public hearina on the Oualifvina Certificate. 

32412. Notice of Hearings on [Corporate] Applications. Notice 

of public hearings shall be published at applicants' expense in E 

local newspaper of general circulation not less than five ( 5 )  days 

prior to the scheduled hearing date. 

62413. Recommendations. All recommendations of the Board for 

issuance, modification, revocation [and] or suspension of Qualifyinc 

Certificates shall be forwarded to the Governor of Guam, together 

with a memorandum of the Board's findings in support of i t 5  

recommendations. [Any recommendations of the Board not approved 0 1  

disapproved by t] The Governor of Guam, within sixty (60) calendal 

days from his receipt thereof, shall either auurove or disanprove the 



Board's recommendation. [shall be deemed approved as of the s. 

first (61st) day from the Governor's receipt thereof.] 

5 2414. Tax Abatement. The following tax abatement[ s a r c  

hereby established and declared, for which Qualifying Certific 

may be issued: 

1. All taxes now levied by virtue of Chapter IV, Title X 

the Government Code of Guam, known as Real Property 

shall be abated for a period up to ten (10) years from ( 

of issuance of Qualifying Certificate therefor, and as : 

as said Certificate is in force and effect, provided t 

the real property on which said tax is assessed is utili 

for a tax exempt business that has qualified and contin 

to qualify for a Qualifying Certificate. 

[2. All taxes now levied on income derived from the lease 

land, buildings, machinery and equipment by virtue 

Subchapter B, Title XX of the Government Code of Guz 

shall be abated for a period up to ten ( 10) years from da 

of issuance of a Qualifying Certificate therefor, and 

long as said Certificate is in force and effect, provid 

that said income has been derived from the Lease of lan 

building, machinery and equipment to a tax exempt busine 

that has qualified and continues to qualify for 

Qualifying Certificate.] 

1 3 .  All taxes now levied by virtue of Subchapter B, Chapter 

Title XX of the Government Code of Guam, known as the Gro 

Receipts Tax, shall be abated for a period up to ten (1 

years from date of issuance of a Qualifying certifica 

therefor, and as long as said certificate is in force a 

effect, provided that the gross receipts on which such t 



shall be abated P,ave been derived from the sale 

alcoholic beverages manufactured in Guam by - 

manufacturer thereof and that such manufacturer t 

qualified and continues to qualify for a Qualify! 

Certificate covering such manufacture.] 

[4. All taxes levied or paid by virtue of Subchapter B, 

VI, Title XX of the Government Code of Guam, known as t 

Gross Receipts Tax, shall be abated or rebated for thc 

gross receipts derived from the sale of petroleum product 

manufactured in Guam and sold to agencies 

instrumentalities of the government of Guam by t. 

manufacturer thereof, provided that a Qualifyi: 

Certificate for such a tax abatement is granted pursuant 1 

the provisions of this Subparagraph, and further provide 

that at any such time that a manufacturer possessing suc 

a Qualifying Certificate no longer continues to qualify fc 

the certificate, the taxes shall no longer be abated [a 

rebated]. A Qualifying Certificate may grant such a ta 

abatement or rebatement for up to a ten (10) year perio 

commencing with the date of initial commercial productio 

of petroleum products by the manufacturer.] 

All taxes now levied by virtue of 843714, Chapter VII 

Title XXXIX of the Government Code shall be abated for 

period of up to ten (10) years from date of issuance of th 

Qualifying Certificate therefor and as long as sai 

certificate is in force and effect, provided that sai 

premiums are collected by a captive insurance compan 

licensed under Chapter VII of Title XXXIX that ha 

qualified and continues to qualify for a Qualifyin 



Certificate.] 

52415. [Corporate] Income Tax Rebate. A rebate of up 

seventy-five percent (75%) of all [corporate] income tax payable 

the government of Guam is hereby established and declared, for wh 

a Qualifying Certificate may be issued for a period not exceedin 

total of twenty (20) consecutive years from [date of issuance] : 

effective date of a Qualifying Certificate therefor [and the], T! 

income tax rebate shall amlv to individual rsersons who have bc 

residincr continu~uslv in Guam for at least five t 5 vears z 

corporations. The percentage of rebate may be made variable bv t 

Board so as to permit higher or lower percentages in earlier or lat 

years of the period. In determining the periods up to twenty (2 

years and the percentages up to seventy-five percent ( 7 5 % ) ,  the Boa 

shall take into consideration the financial risks involved in tl 

undertaking as well as the [importance to the economy of] impact ( 

the socio-economic develoument of Guam by the proposed investment 

For the purposes of this Section, the term "income tax payablew shal 

mean income taxes applicable to [corporate] earnings occurring on an 

subsequent to the [date of issuance] effective date of the applicabl 

~ualifying Certificate. The ~irector of Revenue and Taxation of th 

government of Guam shall have authority to determine any proration 

of rebates necessary because of taxable years occurring within th 

life of the applicable Qualifying Certificate which consist of les 

than a full twelve (12) months period. 

52416. Taxability of Rebates: ~egislative Intent. It is th 

intent of the Legislature that rebates of income taxes to qualifyin 

entities pursuant to 592414 and 2415 of this Article be rebates o 

all the taxes owed and that no portion of the rebates given be late 

subject to income taxation. 



92417. Income Tax Sebate on Diviaencis. [A rebate of up 

seventy-five percent (75%) of all corporate income tax on dividen 

paid by a Corporate Beneficiary is hereby established and declare 

for which a Qualifying Certificate may be issued for a period up 

five (5) consecutive years which period may be any portion af tl 

effective period authorized for the controlling corporate income t; 

Qualifying Certificate issued to the corporation declaring tl 

dividends.] The shareholders of a cor~orate Beneficiarv mav 1 

aranted a rebate of UD to seventy-five wercent ( 7 5 % )  of the incon 

tax due for dividends i aid bv the Beneficiarv from its current year' 

earninas derived only from the activities identified in tk 

Qualifvinq Certificate and only for a weriod of un to five 1 5 )  vear 

from the effective date of the Oualifvina Certificate. The weriod Q 

this rebate shall commence at the time recommended bv the Board bu 

in no event urior to the effective date of the Oualifvina Certificat 

issued to the cor~oration. 

In case of a corporation that has elected to be taxed as a smal 

business corporation commonly known as a "Subchapter S Corporation, 

said income tax rebate shall be passed on to its stockholders, wh( 

have resided in Guam continuously for at least five 1 5 1  vears, in thc 

same proportion as their stock interest in the tax-exempt 

corporation. 

In the case of a stockholder of a Qualifying corporation not 

qualifying as a small business corporation, the income tax rebate 

herein provided shall be applicable to the dividend income receivec 

by the stockholder, who has resided in Guam continuouslv for at leasf 

five 151 Years, from the tax-exempt corporation. 

52418. Taxpayerf s Option. In lieu of the percentage of ta: 

abatements and rebates granted in this Chapter, the ~eneficiary ma! 



elecc to enjoy only fifty percent: ( 5 0 % )  of said abatements 

rebates for a period of double the term authorized by the Corporat 

as stated in taxpayer's Qualifying Certificate. This option may 

exercised by a statement of the taxpayer so stating, together w. 

the consent thereto of the corporation, filed with the correspondj 

tax returns. 

92419. Procedure to Claim Abated and Rebated Taxes. 

certified true copy of the corresponding Qualifying ~ertificz 

certified, and a certificate of comuliance issued, by th 

Corporation should be attached to the Beneficiary's tax return wh 

filing each return. 

When the return for the abated tax is accompanied by 

corresponding Qualifying Certificate and a certificate of comulianc 

the actual payment of the tax in question to the Government shall nl 

be required, and upon [audit and] review of the tax return, the T, 

Commissioner of the government of Guam shall, within one hundrt 

twenty (120) days from receipt of said tax return, furnish tl 

taxpayer a certification confirming the nature and amount of the t; 

abated. 

In the case of an income tax rebate, where the taxpayer's ta 

return is accompanied by a corresponding Qualifying certificate- 

a certificate of com~liance, the amount of tax due prior to rebat 

shall be deposited with the Government at the time of filing tf: 

income tax return. The Tax ~omxuissioner of the government of Gua 

shall immediately thereafter cause the return to be reviewed [ar 

audited], and if the rebate is found in order, shall cause the amour 

deposited to be returned to the taxpayer within one hundred eight 

(180) days from date of [receipt] deuosit. 

9 2 4 2 0 .  Rebate Fund. Deposits for income tax made with tf' 



government of Guam pursuants to this Xrticie shall be covered a 

deposited into a separate, special account in the Treasury of t 

territory of Guam, herein designated as "Tncome Tax Rebate Fund." 

02421. Tax Redeterminations. In the case of any Beneficia: 

who, in accordance with the applicable laws of the territory of Guar 

shall have applied for and been granted a redetermination of ti 

liability or taxes payable, the amount of abated or rebated taxc 

determined for such Beneficiary for the taxable years affected shal 

be accordingly adjusted by the Director of Administration and sai 

Beneficiary shall be required to pay the balance due said taxabl 

years, if any, together with interest at the rate [of six percen 

(6%) 1 currentlv assessed bv the qovernment of Guam per annum from th 

date the Beneficiary realized the abatement or rebate benefit 

provided, that said balance due may be offset or credited against an 

tax refund due to the Beneficiary. 

92422. Implementation by Tax Commissioner. The Ta. 

Commissioner of the government of Guam is hereby authorized to issuc 

such rules and regulations as he may deem necessary to implement tht 

procedures outlined in this Article. 

92423. Limited to Government of Guam Taxes. All abatements anc 

rebates herein established and authorized shall apply only to thc 

taxes due the government of Guam. 

92424. Fees. Upon the effective date of this Act and until 

modified pursuant to i2 GCA 5 2 4 2 5 ,  the following fees shall be 

assessed against each [corporate] applicant and [corporate] recipient 

a Qualifying Certificate: 

ANNUAL SURVEILLANCE 
rn F I L I N G  FEE. 

$ 50 

[250! 500 

Agriculture, Aquaculture, 
& Mariculture 

[Watch] Manufacturing 



[Other Manufacturing 250 l 1 C  

Commercial Fishing [50] i50 1, C 

Services [250] 750 

[Hotels and Motels 500 

[Other] Tourist Facilities [500] 750 1,o 

Motels 
Under construction 
In O~eratioq 

Hotels 
Under construction 
In O~eration 

1.01 
$25 per rot 

Industrial Facilities (5003 750 

[Captive Insurance Companies 500 1,0( 

5 2 4 2 5 .  Periodic Adjustment of Fees. The Board is authorized t 

adjust the fees listed in 12 GCA 5 2 4 2 4  on an annual basis, at tl 

beginning of each calendar year starting with calendar year 19 [88 ]X 

upon demonstration to the Board by the Administrator that the cost c 

performing the services covered by the fees is greater than th 

amount of the fees. Fee changes shall be made according to th 

provisions of the Administrative Adjudication [Law] Act." 

SECTION 2. 5 2 4 3 3  of Article 4 A ,  12 GCA, Chapter 2 is repealed in it 

entirety. 

SECTION 3. S2434 of Article 4 A ,  12 GCA, Chapter 2 is amended an( 

renumbered to read: 

" [ § 2 4 3 4 ]  .h2433. License Requirement. It shall be a conditial 

of the tax exemptions provided for in 02432 of this Article 4 A  [ant 

of the special Qualifying Certificate provided for in 52433 of thi: 

Article 4A] that a FSC shall at all times maintain a valid Guam FSI 

license in good standing pursuant to the provisions of Chapter VI o 

Title XVII of the Government Code of Guam." 
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JOSEPH F hl 
G u m o r  

DEPARTMENT OF - FRANK F BU 

GOVERNMENT OF GUAM JOAQUIN G. BLAt Dir~dor  V.M. CONCEPC~ON. D e u r y  

Honorable Edward D.  Reyes 
Chairman, Committee on Economic Development 
Twentieth Guam Legislature 
163 Chalm Santo Papa Street 
Agana, Guam 96910 

Dear Senator Reyes : 

Flrst of all, m y  apoloees for the delay in submitting this testimony. 

Let me comment on Bill Number 959. My testimony on Bill 779 is 
already a matter of record in the previous hearing of that bffl. 

The Deputy Tax Commissioner presented oral testimony on October 27, 
1989 essentiRUy presenting this departments objections to the bill. 

This department objects to granting any rebates on Gross Receipts 
Taxes. We are taking the position that a reduction af the Gross 
Receipts would induce price reduction incentives rather than capital 
investment incentives. The reduction would only grant to recipients of 
a qualifying certificates undue advantage over a similar enterprise that 
does not qualify for the certificate. 

Therefore, we are requesting that Sections 2 414 ( 2 )  , ( 3 1 ,  ( 4) and ( 5 )  
be removed completely, 

We are also requesting that Section 2416 be removed altogether. I t  is 
not proper to make a determination on the taxability of the rebates. 
Section 61 of the Guam Territorial Income Tax Law provides for the 
taxation of income received. This should be relied upon on the 
question of the taxability of the rebates rather than to put an intention 
section of the G.E.D.A. bill. 

We would also like to see the language of Section 2417 apply to 
Individuals, Partnerships and Trusts. There should be a residency 
requirement for any rebate of a noncorporate recipient. The residency 
requirement of 5 years would be effective in this area. 

The wording of Section 2419, page 16 line 3 should be reworded to 
remove the requirement of an examination. It  should read "and upon 
review of the tax return.. . ." This deletion would allow the department 
to issue the rebate without having to examine the return and make the 



determination of the rebate amount within the 120 day requirement. 
The determination whether to examine a return should be left to the 
merits of each return filed. If this department feels that the return 
does not require an audit, it should be given the authority to decide 
that. 

Section 2421  should be deleted. The Guam Territorial Income Tax Law 
deals with amended returns and offer different approaches to the 
amended return as well as interest rate applicable to deficiency returns. 
The amount of six percent used is too low and a different amount is 
called for in the code. We feel that there are adequate procedures 
within the code to deal with the amended return. 

A s  I have mentioned earlier this testimony deals with the tax portion of 
the bill. We are yielding to the Guam Economic Authority Administrator 
to deal with the other aspect of the bill. 

Please accept this as my testimony on Bill 959. 

Thank you. 

Sincerely, 



26 October 1989 

Senator Edward D. Reyes, Chairperson 
Committee on Economic Development 
Twentieth Guam Leg i s l a tu re  
P.O. Box CB-1 
Agana, Guam 96910 

Dear Senator Reyes, 

Re: Proposed Leg i s l a t ive  Sill # I s  779 and 959 

We welcome t h e  endeavor t o  have the  condi t ion  of t h e  Q.C.  program of GEDA 
updated, however f e e l  t h a t  t h i s  should be p a r t  of t h e  long-overdue masterplan 
addressing t h e  f u t u r e  long-range planning process.  It is a l s o  proposed t h a t  
within set guidel ines  and con t ro l s  the  GEDA Board should be given f l e x i b i l i t y  
t o  respond t o  changes i n  economic condi t ions  without de lay .  

The Association takes  exception,  however, wi th  t h e  proposal  t o  e l iminate  h o t e l s  
from considera t ion  f o r  qua l i fy ing  c e r t i f i c a t e s  i n  t h e  fu tu re .  While it is true 
t h a t  p resen t  day economics may favor a moratorium on h o t e l  QC's, it i s  
uncer ta in  how the  Guam economy w i l l  emerge i n  f u t u r e  years .  I t  may again 
become a good business decis ion  f o r  GEDA t o  recognize f u t u r e  h o t e l s  wi th  QC 
considerat ions.  We, t he re fo re ,  quest ion t h e  need t o  a c t  l e g i s l a t i v e l y  on an 
economic f a c t o r  uncer ta in  i n  t h e  fu tu re .  

We a l s o  o f f e r  t h e  a d d i t i o n a l  comments: 

B i l l  #959, Section 2408: 

When t h e  corporat ion seeks advice of what c o n s t i t u t e s  l abor  and management 
l e v e l  employment the  GHRR would like t o  be included, being t h e  organiza t ion  
most f a m i l i a r  with t h e  var ious  pos i t ions ,  s t a t u s  and r e s p o n s i b i l i t i e s  a s  they 
apper ta in  t o  t h e  h o s p i t a l i t y  indust ry .  

B i l l  #779,  Section 2405: 

I t  w i l l  be impossible f o r  t h e  h o t e l  indus t ry  t o  comply with a l l  four c r i t e r i a  
i n  regards  t o  e l i g i b i l i t y .  

B i l l  #779,  Section 2411: 

It is doubtful  based on p resen t  experience t h a t  companies i n  t h e  f u t u r e  w i l l  
meet t h e  85 and 90% requirements of employees t o  be U.S. c i t i z e n s  o r  permanent 
r e s iden t s .  

ank you f o r  your ;time and considerat ion.  



Guam Visitors Bureau 
Setbision Bisitan Guahan 

October 26, 1989 

The Honorable E d w a r d  0. Reyes 
Senator and Chairman 
Committee on Economic Development 
Twent ieth Cuam Legislature 
163 Chalan Santo Papa 
Agana, Cuam 96910 

Dear Senator I? eyes : 

This is t o  submit wr i t ten  testimony on Di l l  No. 779 and piit Flo 959. 

A t  !his junctrfrc in tourism's development, there is a need to retlamp t k  
Quali fying Certicicate (QC1 Progrzm. Inasmuch as w e  believe that  the in ten t  of t p  
proposed legislation has merit, w e  feel t h a t  same of the provis ions should be f u r t h e  
examined. 

IJpon reviewing the number o f  hotels under  construct ion along vith thos 
planned o r  being discussed, it may s e e m  t ha t  w e  are  overbu i ld ing,  Fur ther ,  clue t 
projected g rowth  in vis i tor  arr ivals,  market forces may dictate that  new hotels w o ~ l l ~  
not need tax brealcs. However, by eliminating hotels tota l lv  from the QC Proqram 
our  hands a r e  t ied to legislation if enacted. It may be  conceivable that  in th 
future, further down the  road, t h e r e  may come a t ime acain where incentives a r  
needed to a t t rac t  new hotel developments. Rather than enacting ley-islatiof 
proh ib i t ing t a x  b r e a k s  for hotels, i t  may he more appropr iate to  c~ iva  CJEDA and tha 
Governor the au thor i t y  to  approve QC's depending upon the  circumstances. As i 
stands, t5e G o v e r ~ o r  can issue moratorittms t o  disallow tax  breaks f o r  any en t i t y ,  ir 
th is case, tourism deveioprnert. \'re believe that  this would he a more viahlc 
alternative to enacting legislation res t r i c t ing  tax breaks to specific corporate 
ent i t ies. 

We, however, laud the provisions wherein Special Quali fving Certificates can bf 
issued to local entrepreneurs.  We t l io roughly  support and endorse local involvemen' 
in the visitor indus t ry .  

Barrinq other  tec l~n ica l  aspects of t h e  h i l l s ,  \&re are irclined t o  strppor+ cninimur! 
investl??errt levels f o r  each acti\titlr, 3ddressed in Eill b ! c .  559 hut cot  ir: Bill [ : c  
779. W e  hope that GEDA and tht? Administrat ion can work amicablv w i t h  thc 
Leaislature in the forrnc~lation of a res t ruc tu red  QC Pro9rarn, mu tua l l y  beneficial tc 
all. 

PO B o x  3520. AqaM Guam 98910 
12ZOPaM San VrlMesAd Tumm Guam9691 l . r67n646.527819 6 Csole GUAMTOUR . Telex 6432 , =as 467 1)646-8861 
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The Honorable Edward D. Reyes 
October 26 ,  1983 
Page 2 

Thank you for this opportrrnity to submit testimony. Should :'ott have a 
questions, please do not hesitate to contact me. 

Very truly yours, c JOE R. CEPEDA 
General Manager 



GEDA 
An e x a m p l e  i s  t h e  Cocos  I s l a n d  R e s o r t ,  w h i c h  was  

h a v i n g  s e v e r e  d r i n k i n g  w a t e r ,  s e w a g e  and s o l i d  w a s t e  

i n f r a s t r u c t u r e  p r o b l e m s .  The i n i t i a l  owners  d i d  n o t  

h a v e  t h e  r e s o u r c e s  t o  c o r r e c t  t h e s e  s e v e r e  h e a l t h  a n d  

e n v i r o n m e n t a l  p r o b l e m s  a n d  t h u s  s o u g h t  t o  s e l l  t h e i r  

f a c i l i t y .  The G E D A  Board  a l l o w e d  t h e  QC t r a n s f e r  t o  t h e  

new c o r p o r a t e  o w n e r s  who a r e  now i n  t h e  p r o c e s s  o f  

p u t t i n g  s e v e r a l  m i l l i o n  d o l l a r s  w o r t h  o f  v i t a l l y  n e e d e d  

i m p r o v e m e n t s  t o  t h e  f a c i l i t y ,  w h i c h  was on t h e  v e r g e  o f  

b e i n g  s h u t  down by t h e  Guam EPA, t h e  D e p a r t m e n t  o f  

P u b l i c  H e a l t h  & S o c i a l  S e r v i c e s ,  a n d  t h e  D e p a r t m e n t  o f  

P u b l i c  Works. 

We s u g g e s t  t h i s  S e c t i o n  r e m a i n  i n t a c t ,  a l l o w i n g  t h e  

GEDA Board  f l e x i b i l i t y  i n  a s s e s s i n g  t h e  s i t u a t i o n ,  a n d  

a l l o w i n g  f o r  t r a n s f e r s  t h a t  w o u l d  c l e a r l y  b e  i n  t h e  b e s t  

i n t e r e s t  o f  t h e  T e r r i t o r y .  

( 4 )  S e c t i o n  2 4 0 9 . 2 .  

We f u r t h e r  s u g g e s t  t h a t  a new p r o v i s i o n  S e c t i o n  2 4 0 9 . 2  

b e  a d d e d .  For  t h e  p u r p o s e s  o f  t h i s  S e c t i o n ,  a  t r a n s f e r  

of  b e n e f i t s  s h a l l  h a v e  o c c u r r e d  a t  a n y  time t h a t  t h e r e  

is  a  t r a n s f e r  o f  a  m a j o r i t y  o f  t h e  v o t i n g  s t o c k  o f  t h e  

B e n e f i c i a r y  r e s u l t i n g  i n  a  c h a n g e  i n  t h e  i d e n t i t y  o f  t h e  

s h a r e h o l d e r s  who c o n t r o l  t h e  B e n e f i c i a r y .  S i m i l a r l y ,  a  

t r a n s f e r  o f  b e n e f i t s  s h a l l  o c c u r  w h e n e v e r  a  B e n e f i c i a r y  

s h a l l  l e a s e ,  a s s i g n ,  o r  t r a n s f e r  a n y  p a r t  o f  i t s  a c t i v i -  

t i e s  o u t s i d e  o f  t h e  o r d i n a r y  c o u r s e  o f  i t s  b u s i n e s s .  

-4-  



GEDA 
(5) Section 2410: 

The words "agree tott at the end of line 24, page 10, 

should be deleted. 

(6) Section 2411: 

The following two sentences should be added at the end 

of this Section: 

"The Board may schedule additional public hearings 

as necessary. The Board meeting for approval of a 

Qualifying Certificate shall not be held ont the same 

day as a public hearing on the same Qualifying 

Certificate." 

( 7 )  Section 2413. Recommendations. 

We fully agree with changes recommended in this Section. 

( 8 )  Section 2414. Tax Abatement. 

The Bill proposes to eliminate the tax abatement incen- 

tive to property owners who lease their properties to a 

corporation who holds a Qualifying Certificate.(§2414.2) 

We are strongly opposed to the elimination of this 

provision, which we see as an incentive for property 

owners to lease rather than sell their properties to 

proposed developers. 

An application currently under consideration by 

GEDA is the Hyatt Regency Hotel project in which Plr. 

Manuel Jose has chosen to lease rather than sell his 

Tumon property to the Hyatt. Flr. Jose would be entitled 

to these incentive benefits if the Hyatt QC is approved. 



GEDA 
( 9 )  S e c t i o n  2 4 1 4 . 1 :  

R e p l a c e  t h e  l a s t  word i n  l i n e  s i x  a n d  t h e  f i r s t  t h r e e  

words  i n  l i n e  7 w i t h  t h e  w o r d s  " t h e  e f f e c t i v e  d a t e  o f  

t h e . .  ." 
( 1 0 )  S e c t i o n  2414 .3 :  

R e p l a c e  t h e  words  " f rom d a t e  o f  i s s u a n c e 1 '  i n  l i n e  2 5  

w i t h  t h e  w o r d s  " t h e  e f f e c t i v e  d a t e v 1 .  

( 1 1 )  S e c t i o n  2415.  Income Tax R e b a t e .  

( a )  L i m i t i n g  t h e  income t a x  r e b a t e  f rom u p  t o  7 5 %  of 

income t a x  p a y a b l e  t o  a n  amount  e q u a l  t o  t h e  t o t a l  

c a p i t a l  i n v e s t e d  would  s e r i o u s l y  hamper  t h e  f l e x i b i l i t y  

o f  t h e  GEDA Board  o f  D i r e c t o r s  i n  t h e i r  r e v i e w  o f  t h e  QC 

a p p l i c a t i o n  e s p e c i a l l y  when t r y i n g  t o  n e g o t i a t e  

communi ty  r e l a t e d  p r o j e c t s  a s  a  c o n d i t i o n  f o r  t h e  QC.  

A d d i t i o n a l l y ,  some QC a p p l i c a n t s  s u c h  a s  c e r t a i n  

a g r i c u l t u r e ,  a q u a c u l t u r e  a n d  f i s h e r i e s  i n v e s t m e n t s  w h i c h  

may h a v e  a low c a p i t a l  i n v e s t m e n t  b u t  c a r r y  a  h i g h  

o p e r a t i o n a l  c o s t ,  wou ld  n o t  b e  a b l e  t o  r e g a i n  t h e i r  t r u e  

c a p i t a l  i n v e s t m e n t  t h e r e b y  n e g a t i n g  t h e  b e n e f i t s  of  t h e  

QC.  The G E D A  Board o f  D i r e c t o r s  n e e d s  t o  h a v e  t h e  

c a p a b i l i t y  t o  a d j u s t  t h e  b e n e f i t s  on  a  c a s e  by c a s e  

b a s i s  i n  r e s p e c t  t o  t h e  o v e r a l l  i n v e s t m e n t  a n d  

c o n d i t i o n s  p l a c e d  on t h e  i n v e s t o r .  

We s u g g e s t  t h a t  t h e  7 5 %  maximum l imi t s  r e m a i n  

i n t a c t  a n d  t h a t  t h e  C o m m i t t e e  c o n s i d e r  amendment t o  t h i s  



GEDA 

S e c t i o n  r e q u i r i n g  t h e  B e n e f i c i a r y  t o  r e - i n v e s t  r e b a t e d /  

a b a t e d  t a x e s  g r a n t e d  w i t h i n  t h e  T e r r i t o r y .  

( b )  R e p l a c e  t h e  w o r d s  " d a t e  o f  i s s u a n c e n  i n  l i n e  5 o f  

w i t h  t h e  w o r d s  " t h e  e f f e c t i v e  d a t e f 1 .  

( c )  R e p l a c e  t h e  w o r d s  " d a t e  o f  i s s u a n c e v  i n  l i n e  1 5  

w i t h  t h e  w o r d s  " e f f e c t i v e  d a t e " .  

( 1 2 )  S e c t i o n  2424:  

A f t e r  r e v i e w  o f  t h e  c u r r e n t  f e e  s t r u c t u r e  a n d  s i n c e  i t  

o n l y  c u r r e n t l y  a m o u n t s  t o  $ 2 0 , 0 0 0  o r  16 .93  o f  t h e  a n n u a l  

b u d g e t  o f  t h e  Management a n d  C o m p l i a n c e  D i v i s i o n  ( w h i c h  

is  $ 1 1 8 , 1 1 4  f o r  FY1990) ,  a n d  w h i c h  d e v o t e s  7 0 %  o f  i t s  

time and e f f o r t s  i n  t h e  a d m i n i s t r a t i o n  of t h e  Q u a l i f y i n g  

C e r t i f i c a t e  p r o g r a m  a n d  i n  o r d e r  t o  r e c o v e r  o t h e r  c o s t s  

i n  t h e  a p p l i c a t i o n  r e v i e w  p r o c e s s ,  i t  h a s  become 

n e c e s s a r y  t o  recommend t h e  f o l l o w i n g  f e e  s t r u c t u r e :  

Annua 1 
F i l i n g  F e e  S u r v e i l l a n c e  F e e  

A g r i c u l t u r e ,  A q u a c u l t u r e ,  
M a r i c u l t u r e  $ 1 5 0  $ SO0 

M a n u f a c t u r i n g  500  

Commercia l  F i s h i n g  1 5 0  

S e r v i c e s  7 5 0  

T o u r i s t  F a c i l i t i e s  7 5 0  

I n d u s t r i a l  F a c i l i t i e s  7 5 0  

S p e c i a l  Q u a l i f y i n g  C e r t i f i c a t e s  1 0 0  



. I .  . 

GEDA 
Annual 

Filing Fee Surveillance Fee 

Hotels: 
Under Construction 
100 to 200 rooms 
200 to 300 rooms 
300 to 400 rooms 
400 to 500 rooms 
Over 500 rooms 

If this fee schedule is adopted the net effect on 

January 1, 1990 would amount to an increase of $24,000 

or a total of $44,000 per annum. 

A provision addressing the needs of small 

businesses operated by local entrepreneurs needs to be 

included in this Bill. We recommend B11 517, introduced 

at the request of the Governor in February of this 

year. Without this exclusive provision some local 

entrepreneurs, because of the interruption of the 

eligibility requirements, may find themselves ineligible 

for a QC. 

On behalf of the Authority, please allow me to express 

our gratitude for the opportunity to provide its testimony on 

Bill 959. Should there be any questions regarding this 

testimony, I am ready to ansser them at this time. Thank you. 

CHARLES P. CRISOSTOMO 



TESTIMONY b~ BILL NO. 779 
Submitted by 

CHARLES P . CRISOSTOMO 
Administrator 

Guam Economic Development ~uthority 
October 26, 1989 

Good Morning Mr. Chairman; Esteemed members of the Committee on. 

Economic Development Authority; Ladies and Gentlemen: . 

My name is Charles P. Crisostomo, Administrator 0.f the Guam - 
Economic Development Authority. I am here today to provide the 

Authority's testimony on Bill 779, an Act to repeal and reenact 
C_ 

. Article 4, 12GCA, Chapter 2, relat-ive to the Qualifying 
, , 

Certificate program and to repeal and reenact 12,~~~,-.'-~ections 

2105 and 2108. 

In providing the Authority's testimony on Bill 779J I wish to 

express my appreciation for the deliberate and comprehensive 

approach your Committee has taken to solicit input on this 

critically importantg issue ; the Qualifying Certificate Program. 

The Qualifying Certificate Program remains the onlv economic 

program for which the Territory of Guam has full autonomy and 

control. All other programs are tied to U.S. Federal statutory, 

regulatory or policy provisions to which the Territory is subject. 

We must work very carefully in drafting changes in the QC program 

that do not jeopardize this narrow area of economic independence 

that Guam now enjoys. 

Bill 779, as introduced, seeks to repeal Article 4, 12 GCA, 

Chapter 2 and reenact a rewritten version. We caution the 

legislature that a repeal of this law may threaten the entire QC 



program. The current program was created by Public Law 8-80 under 

the authorities granted by the Organic Act in 1965. Uthough more , 

legal research is necessary on this question, we caution, that the 

existing Organic Act MAY NOT empower the legislature to enact such 

legislation today. 

In review of Bill 779, as introduced, we note the following major 

concerns : 

1. The deletion of the Tourism industry from eligibility 

for Qualifying Certificates 

2. The deletion of the real property tax abatement 
* -_  _ -  I -  , - ., : 

benefit for QC recipients 

3. The structure of the Special Qualifying Certificate 

program 
I 

4. The overall structure of the bill. 

The development of tourism in our Territory, has centered on the 

development of the hotel industry. The success and growth of 

tourism has been and continues to be in major hotel development 

due in large part to the enticement of the qualifying certificate 

program. The domino effect of the hotel industry is evident and 

has brought about an expanded revenue base expansion never 

experienced before. Other than utility requirements, the hotel 

industry has had a relatively low impact on other infrastructual 

requirements. It is a clean pollution free business that to date 

has been our single most successful and thriving industry. 

The effect of completely eliminating the hotels from the 

qualifying certificate program as we see it is threefold. First, 

it dissuades the local investors from investing in tourism of a 

2 



hotel, as they would be denied the benefits enjoyed by mostly 
I 

foreign investors. Secondly, tourism.development has concentrated 

only in the Tumon t Tamuning areas. What about areas such as the 
. . 

~ ~ a n a  and Agat boat marinas, which both have the potential for . 

hotel development as well as other tourism related businesses? - 
Areas in Southern Guam or for that ma'tter areas 0utsid.e - 

Tumon/Tamuning, where local residents may desire to 'invest and 

reap the benefits brought about by tourism and hotel deyeloppent 

would henceforth be denied this opportunity. And lastly, this 

would.greatly reduce Guam's kompetitiveness in the whole Pacific . 
- .  --.. 

tourism market as a prefergid destination area. without the 

qualifying certificate incentives, hotel development would be much 

more expensive than areas such as the Philippines, Malaysia and 

the many islands of the South Pacific. And how will other outside 

investors look at our island when trying to determine where in the 

Pacific rim to invest knowing that tax incentive benefits are on 

the decline? These points all have to be weighed very carefully. 

We at GEDA feel that the elimination of the tourism industry from 

the qualifying certificate program at this time would be 

determinental to the tourism industry as a whole. We have 

initiated a study which should be completed in a few months which 

will be able to address the issue, of Guam's Regional 

Competitiveness. After a careful review of the listing of 

expansions and new hotel construction & its resource impact, 

Governor ADA directed GEDA to place a moratorium on future Hotel 

Qualifying Certificate's. This we feel is a far more rational 

approach to the situation than to legislate out all future 



investments in our Tourism industry. 

The wholesale elimination of the Real Property tax abatements as a 

benefit from the qualifying certificate program would seriously 

hamper the flexibility of the GEDA Board of Directors in their 

review of applications for agriculture, manufacturing, fisheries 

and tourism. For applicants whose major inqestment is the 

property itself and who can only realize an immediate benefit 

through the real property tax abatement the Qualifying Certificate 

would now provide little benefit in the initial, critical years of 

their business. Eliminating this,, provision would force, to some 

degree, local landowners to sell or lease their property to 

investors instead of considering joint venture projects. As we 

see it, the elimination of this provision in no way* enhances the 

development of industries secondary to tourism and seriously 

restricts the flexibility of the Board. 

We question the broad application of the Special QC program as 

described in 'section 2 4 2 9  of this bill. We recommend bill 517. 

introduced at the request of the Governor in February of this 

year, replace the provisions in Section 2 4 2 9 .  On the structure of 

Bill 779 we suggest working on a clearer format for the bill. The 

current law has been substantially amended since its inception. 

We feel there is the need to organize and structure the provisions 

of this bill. 

The following are comments on specific Sections of the Bill: 

SECTION 1: 

Section 2405: 



The existing law includes !tHotel/Motels and Other Tourist 
I 

Facilitiestf as an activity. eligible for a Qualifying 
/ 

Certificate. Elimination of this activity as proposed in 
' .. 

Bill 779 we feel is not in the best interest of furthering . 

economic development. As the islands only true industry . 

and one that is directly responsible for' the .increase of- . 

the islands growing revenue base, the tourist industry 

should remain positioned for future growth instead to 

giving a message that could possibly halt all the growth 

. of the industry. . -- 

. #F, 

K 

GEDA has found that requiring the sale of corporate equity 

may be too costly on the part of the applicant whether it 

be a public or private offering pursuant to the Uniform 

Securities Act. Offerings are generally issued in large 

denominations and likely purchased by institutions rather 
I 

than individuals. Also, the return on investment to those 

who participate would largely depend on dividends being 

issued an activity ASIAN CORPORATIONS rarely engage. GEDA 

would like this requirement to be optional and not 

mandatory, so that other benefits such as profit 

sharing planw could also be considered by the GEDA Board 

of Directors. 

Section 2407: 

The inclusion of credits in addition to tax rebates and 

abatements may create a debt to the Government for 

accumulated interest due to the Qualifying certificate 

recipient. 



Section 2411: 

The percentage rate of em>loyees who are required to be 

U.S. citizens or Permanent residents of the United States 

should be at all employment levels within the corporation' 

as determined by GEDA. 

An exemption clause should be added to give the Qualifying 

Certificate recipient time to train local employees. GEDA . 
offers the following language to be added as the first 

sentence to the second paragraph: 

I1For good cause, temporary exemptions 
I- 

z- 
hereto, for specif'ic and limited 

periods ~f time, may be granted by the 

Corporation, such temporary exemptions, 

to be conditioned upon a training 

program, approved 'by the Corporation, 

designed to replace employees who are 

not either United States citizens or 

permanent residents." 

We suggest lines 10 & 11 read as follows: 

"May serve as cause for the corporation 

to suspend or revoke a corporate 

Qualifying Certificate." 

Section 2414: 

The words "agree toll found in the fourth line of this 

section need to be deleted as beneficiary to a Qualifying 

Certificate must furnish written monthly reports. It is 

not an item for negotiation by the beneficiary. 
6 



Section 2420: 

The Real Property Tax abatement as contained in the 

existing law should be included for reasons already 

stated. 

Section 2420: 

The Sections 2417 and 2418 referred to in this section 

should read sections 2418 and 2419. 

Section 2: 

Section 2105: 

We recommend that the Governor's Authority to solicit 

Board members from the comsqunity.at large or , - .  from selected 

professions shbuld remain as is. Individual 

organization(s) should not be mandated by law to provide 

names, as this is not in keeping with the Governor powers 

under the Organic Act. 

Section 2427: 

Bill 779 deletes Hotel/Motels from assessments of annual 

surveillance fees which would affect the current 

surveillance fees collected from Hotels. GEDA would lose 

over $13,000 in annual fees from existing Qualifying 

Certificate recipients. 

And after review of the current fee structure and since it 

only currently amounts to $20,000 or 16.9% of the annual 

budget of the Management & compliance division (which is 

$118,144 for FY1990), and devotes 70% of its time and 

efforts in the administration of the Qualifying 

Certificate program, it has become necessary to recommend 



a fee structure that hill recover a part of the cost in 
I 

adminiitering the program. . 

We recommend the following fee structure: 

Annual 

Filina Fee 

Agriculture, Aquaculture, 
Mariculture $ 150 

Sunreillance Fee 

Manufacturing 500 1,000 

Commercial Fishing 150 1,000 

Services 750. . 1,000 

Tourist F'acilities $- 7.5 0 

Industrial Facilities 750 

Special Qualifying Certificate 100 

Motels 750 1,000 

Hotels .1,000 

Under Construction 1,000 

100 to 200 rooms 2,000 

200 to 300 rooms 3,000 

300 to 400 rooms 4,000 

400 to 500 rooms 5,000 

over 500 rooms 6,000 

If this fee schedule is adopted the net effect on January 1, 1990 

would amount to an increase of $24,000 or a total of $44,000 Per 

annum (37.2% of the cost to administer the program). 

In conclusion GEDA1s legal counsel has reviewed Bill 779 and has 

prepared a somewhat restructured version of Bill 779, which 

intends to place like items in a more proper sequence and at the 
8 



same time include GEDAas concerns as well as the other concerns 

which surfaced during the Committee meetings. We offer GEDAws 

version of Bill 779 for the Committee's consideration. 

On behalf of the Authority, please allow me to express our 

gratitude for the opportunity to provide its testimony on Bill 779. 

Should there be any questions regarding this testimony, I.am ready 

to answer them at this time. Thank you. 

I - .,. ,* - 
CHARLES P. &SOSTOMO 
Administrator 



G U A M  ECONOMIC DEVELOP!*!ENT AUTfIOR ITY . 
D O A R D  OF DIRECTORS 

R E S O L U T I O N  NO. 8 9 - 0 1 4  

RESOLUTION APPROVI NG T H E  ADOPTION O F  
A MORATORIUM ON T H E  RECOMMENDATr ON 
OF T H E  I S S U A N C E  OF HOTEL Q U A L I F Y I N G  
CERTI FI CATES. 

WHEREAS,  t h e  G o v e r n o r  o f  Guam p u r s u a n t  t o  T i t l e  1 2 ,  
C h a p t e r  2 ,  Guam Code A n n o t a t e d ,  upon the r e c o m m e n d a t i o n  o f  t h e  
Gtla~n Economic  Deve lopment  A u t h o r i t y  Board o f  D i r e c t o r s  may 
i s s u e  a ~ u a l i f y i n ~  C e r t i f i c a t e  g i > n t i n g -  c e r t a i n  t a x -  V e n e f i  ts t o  
C o r p o r a t i o n s  i n  t h e  d e d e l o p m e n t  and  o p e r a t i o n  o f  t h e  I . lo t e l  
I n d u s t r y ;  a n d  

WHEREAS,  The G o v e r n o r  o f  Guam i n  h i s  l e t t e r  o f  >lay 2 3 ,  
1 9 8 9 ,  d i r e c t e d  t h e  Guam Economic  D e v e l o p m e n t  A u t h o r i t y  t o  
impose  a  m o r a t o r i u m  on t h e  i s s u a n c e  o f  Q u a l i f y i n g  Cert i E i c a  t e s  
f o r  h o t e l s ;  a n d  

WHEREAS,  t h e  G o v e r n o r  o f  Guam i n  h i s  l e t t e r  o f  
A u g u s t  1 1 ,  1 9 8 9 ,  t r a n s m i t t e d  t o  t h e  Guam Economic  Deve lopment  
A u t h o r i t y  a l i s t i n g  o f  t h e  new p o l i c y  i r l i t i a t i v e s  b e i n g  p u r s u e d  
by h i s  A d m i n i s t r a t i o n ,  o n e  o f  w h i c h  c a l l s  f o r  u r b a n  
r e - d e v e l o p m e n  t ; a n d  

WIIEREAS, t h e  C h a i r m a n  o f  t h e  Guam Economic  Deve lopment  
A u t h o r i t y  Board  o f  D i r e c t o r s  i n  h i s  l e t t e r  o f  Augus t  2 2 ,  1989 ,  
t o  t h e  G o v e r n o r  o f  Guam a g r e e d  t o  t h e  c o n s i d e r a t i o n  by t h e  Guam 
Economic  D e v e l o p m e n t  A u t h o r i t y  B o a r d  of  D i r e c t o r s  t h e  
i m p o s i t i o n  o f  a  m o r a t o r i u m  on h o t e l  Q u a l  i f y i n g  C e r t i f i c a t e s ;  

NOW, TIIEREFORE,  B E  I T  R E S O L V E D ,  t h a t  t h e  Board o f  
D i r e c t o r s  o f  t h e  Guam Economic  Deve lopment  A u t h o r i t y  h e r e b y  
a d o p t s  t l lc  i m p o s i t i o n  o f  a M o r a t o r i u m  on  t h e  i s s u a n c e  o f  I lo t -e l  
Q u a l i f y i n g  C e r t i f i c a t e s  t o  be e f f e c t i v e  on December 3 1 ,  1989 
w i t h  t h e  f o l l o w i n g  e x e m p t i o n s :  

1 .  A l l  H o t e l  Qua1 i f y i n g  C e r t i f i c a t e  
a p p l i c a t i o n s  s u b m i t t e d  t o  G E D A  p r i o r  
t o  December 3 1 ,  1 9 8 9 ;  



I 

2 .  f l o t e l s  w i t h  a t  l e a s t  5 1 %  c o r p o r a t e  
o w n e r s h i p  by U . S . '  c i t i z e n s  and 
r e s i d e n t s  o f  Guam; a n d  

R k d e ~ e l o ~ m e n t  o r  d e v e l o p m e n t  o f  
e c o n o m i c a l l y  d i s t r e s s e d  z o n e s  which  
w i l l  r e h a b i l i t a t e  d i s t r e s s e d  
p r o p e r t i e s  o r  u p g r a d e  d i . s  t r e s s e d  
a r e a s  w i t h i n  t h e  T e r r i t o r y ,  ' a s  
d e t e r m i n e d  by t h e  B o a r d .  Examples  of 
t h i s  would  b e  p o r t i o n s  o f '  Tamuning ,  
Agana a n d  A n i g u a .  

BE I T  FURTHER RESOLVED, t h a t  t h e  C h a i r m a n  o f  t h e  Board  
o f  D i r e c t o r s  a f f i x  h i s  s i g n a t u r e  a n d  t h a t  t h e  S e c r e t a r y  a t t e s t  
t o  t h e  a d o p t i o n  o f  t h i s  R e s o l ' u t i o n .  

-r 

D a t e d :  S e p t e m b e r  2 1 ;  1 9 8 9 .  

-..-- - ~ '  

I '. 
ANTIIONY A.  LEON GUERRERO 

Chai rman  
d o f  D i r e c t o r s  

ATTESTED TO: 
A (hy&az 

... I L I A  . A .  P 
S e c r e t a r y  I 

Board o f  D i r e c t o r s  



October 13, 1989 

Sena to r  Edward D. Reyes 
Chairman, Committee O n  Economic 

Development 
Twentieth G u a m  L e g i s l a t u r e  
163 Chalan S a n t o  Papa Street 
Agana, Cuan 9 6 9 1 0  

Dear Senator  Reyes: 

Thank you f o r  t h e  thoughtfulness to send m e  copies of  Bills 779 and 
959 both relative t o  t h e  Guam Economic Development Author i ty  
Q u a l i f y i n g  Certificate program. 

I have reviewed them thoroughly and b e l i e v e  they are totally 
consistent wi th  my opinions  on the future of the Q.C. program. 

Emphasis on  non-hotel development t o  receive Q.C. benefits is most 
appropriate. Future incentives should be o f f e r e d  and encouraged 
f o r  small businesses which can o f f e r  good and meaningful s e r v i c e s  
and products to o u r  growing base of tourists. 

Hote l s  which are proposed in t h e  f u t u r e  must insure that they a l low 
for sizeable investment ,  involvement and long-term b e n e f i t  t o  U . S .  
c i t i z e n s ,  particularly those with permanent commitment t o  Guam. 
Such hotels must also be formal ly  committed t o  investing i n  
necessary  i n f r a s t r u c t u r e  improvements necessary t o  insure t h e  best 
use of our fragile environment. 

I r e g r e t  my inability t o  attend your October 26  h e a r i n g  on these 
b i l l s ,  b u t  hope m y  stated opinions  w i l l  p r o p e r l y  senre the spirit 
of this meeting . 
Sincerely, 

CLUB - GUAM 

Manager 

PC: R o s e  Endo/G.E.D.A. 



SENATOR EDWARD 0. REYES 
Chairman, Commillee On Economic Development 

20th Guam Legislature 
Ada Commercial & Professional Cenler 

199-A Chalan Santo Papa 
Agana, Guam 96910 

(671) 472-3405/3406 

11 September 1989 

ATTORNEY GENERAL ELIZABETH BARRETT-ANDERSON 
Department of Law 
7th Floor, PDN Building 
238 Archbishop Flores Street 
Agana, GU 96910 

Dear Attorney General Barrett-Anderson: 

I am enclosing an opinion received from the Administrator of the 
Guam Economic Development Authority (GEDA) regarding Bill No. 779 
(An Act to Repeal and Reenact Article 4, 12 GCA, Chapter 2, 
Relative to the Qualifying Certificate Program of the Guam Economic 
Development Authority, and to Repeal and Reenact 12 GCA, 5 92105 and 
2108), otherwise known as the Qualifying certificate Reform Act of 
1989. This opinion, which was prepared by GEDA Counsel Duncan G. 
McCully, points out some potential adverse consequences should the 
20th Guam Legislature elect to pass and implement Bill No. 779. 

The Committee on Economic Development would like to receive the 
benefit of your officers opinion regarding the proposed 
legislation. The central issue requiring your determination is 
whether or not the repeal and reenactment of 12 GCA 82401 et sea. . 

'eo~ardize the lea would -I a1 basis for the ~ualifvinu certificate 
proaramrs tax rebates. 

Upon receiving your officers input regarding this legal question, 
the Committee shall proceed with the appropriate course of action 
with respect to the proposed measure. 

Should you have any questions regarding this request, kindly 
contact Mr. Henry Cruz of my staff. 

Sincerely, 

B- EDWA b D. REYES 

Enclosures. 



GEDA 
GUAM ECONOMIC DEVELOPMENT AUTHORIN 

ITC Bulldlng - Sulte 911 
590 South Mar lne  Orlve 
Tamunlng, G u m  9691 1 

TELECOPIER COVER LETTER 

DATE: J7-3-f9 TIME: //.:?&A 

TO: 

FROM: & d/tj?por? &&+&rW 

RE: 

WE ARE TRANSMITTING ,? PAGES (INCLUDING THIS COVER LETTER)  

FROM A Sl-IARP FO-620, FAX NO. 6 4 9 - 4 1 4 6 .  IF YOU DO NOT RECEIVE ALL 

AS SOON AS POSSIBLE AT 6 4 9 - 4 1 4 1 - 4 .  

* 



GEDA - - -  

GUAM ECONOMIC DEVELOPMENT AUTHORITY 
ITC Building - Suite 911 
590 South Marine Drive 
Tamuning, Guam 96911 

TESTIMONY ON BILL NO. 959 

Submitted by 
CHARLES P. CRISOSTOMO 

Administrator 
Guam Ecnomic Development Authority 

October 26, 1989 

Good Morning, Mr. Chairman; esteemed Members of the 

Committee on Economic Development; ladies and gentlemen: 

My name is Charles P. Crisostomo, Administrator of the 

Guam Economic Development Authority. I am here today to provide 

the Authority's testimony on Bill 959, an Act to amend and to 

repeal certain provisions of Title 12 of the Guam Code Annotated, 

all relative to the Qualifying Certificate program. 

Basically, the Authority supports the concept of Bill 

959 which as we understand is the Substitute Bill for Bill 779 

which we have also testified on this morning. 



GEDA 

Bill 959, as introduced, seeks to amend Article 4, 12GCA, 

Chapter 2 and to repeal Section 2433 and amend Section 2424 both 

in Article 4A, 12GCA, Chapter 2, with the intent of addressing 

and incorporating the concerns raised during the meetings held by 

this Committee on Eill 779. 

In review of Bill 959, as introduced, we note the following 

major concerns and suggestions for revision: 

(1) Section 2403. Eligibility 

In line seven ( 7 ) ,  the Bill proposes to delete 

"improvement of real property". Though it is a very 

broad and general authority, we have viewed this 

provision as allowing GEDA the opportunity to establish 

the regulatory standards and procedures for the 

"Redevelopmentw of specific areas within the Territory. 

We suggest that this provision remain intact within 

GEDA's enabling authority or that new provisions be 

added to the statute that enable GEDA to provide tax 

incentives for redevelopment activities. 



GEDA 
( 2 )  Section 2403.2. Hotel Eligibility. 

Subsections 1 through 7 of this proposed addition to 

GEDA1s enabling statute are provisions already a part of 

GEDA's QC Rules and Regulations. Subsection 8 also 

includes provisions presently in Rules and Regulations 

or procedures currently practiced by GEDA in their 

review of Hotel QC applications. 

The last sentence of this Section further proposes 

to completely eliminate Hotel QC applications on the 

last day of 1989. 

Through we feel this is a better approach than the 

elimination of the Tourism industry proposed by Bill 

779, we suggest the Committee consider the exemption 

criteria contained in Governor Ada's moratorium 

declaration. These provisions, which are contained in 

the attached GEDA Resolution, would continue to allow 

Hotel QC1s for corporations which are at least 51% owned 

by local citizens, or for hotels which are part of a 

major urban redevelopment activity. 

( 3 )  Section 2409. QC Non-Transferrable. 

This Section proposes to eliminate the transference of 

the QC or its benefits completely. Though it has been 

GEDA1s practice to not favor the transfer of QC's, there 

have been instances where the transfer of a QC was seen 

as in the best interest of the Territory. 
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August 1, 1989 

Mr. Charles P. Crisostomo 
Administrator 
GUAM ECONOMIC DEVELOPMENT AUTHORITY 
GITC Building, Suite 911 
590 south Marine Drive 
Tamuning, Guam 96911 

RE: 

Dear Chuck: 

You have requested my legal opinion as to whether or not the repeal 
and reenactment of 12 GCA 5 2 4 0 1  et seq., the statutes which 
establish the Qualifying Certificate program, would jeopardize the 
legal basis for the program's tax rebates. In my opinion, the 
repeal of the sections could have drastic consequences and should 
be avoided. 

The legal authority under which the tax rebate program was 
established no longer exists. The original Qualifying Certificate 
law was passed by the Guam legislature at a time that Guam's 
Organic Act included a provision that unless the United States 
Congress acted within one year to annul laws referred to it, then 
those laws were deemedto have congressional approval (Guam Organic 
Act Section 19, Ch. 512). In 1968 Section 19 of the Organic Act 
was amended to eliminate the provision for implied congressional 
consent. Guam's rebate program was established before 1968 and the 
Ninth Circuit Court of Appeals in v, 549 F2d 1335 
(1977) w l s d  that congress impliedly ratified any conflict between 
Guam's tax  laws imposed by the Organic Act and the legislature's 
creation of the Rebate program. Because the implied ratification 
provision of the Organic Act has been repealed a present 
modification of the tax laws of Guam may require congressional 
action. However, by virtue of the Tax Reform Act of 1986 and 
subsequent agreements with the Internal Revenue Service, the 
Legislature of Guam will have broad power to amend its tax laws 
after August 1, 1991. 
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Nonetheless, at the present tine, the Legislature can amend the 
present Qualifying Certificate program, In the case, m, 
the Ninth Circuit specifically ruled that the legislature retained 
the power to make minor alterations in the  rebate program 
previously approved by Congress. Therefore, it would appear that 
while the Legislature does not have the  power to repeal and reenact 
the rebate law it does have t h e  power to revise and limit the 
program by establishing new procedures for the granting of 
Qualifying Certificates as long as these amendments do not result 
in further substantive changes in Guam's t a x  law. 

Please let me know if you have any questions. 

Sincerely, 

1 DUNCAN G.  McCWLLY 



JOSEPH F A t  
Gwrnor 

FRANK F BLA. 

GOVERNMENT OF GUAM JOAQU~N G. EUAL Dlroao+ - V.M. CONCEPaON. ~ . p u t y  1 

Honorable Edward D. Reyes 
Chairman, Committee on Economic Development 
20th Guam Legislature 
Ada Commercial Professional Bldq. 
199-A Chalan Santo Papa 
Agana, Guam 96910 

Dear Senator Reyes: 

The following are comments on Bill 779 r e l a t i v e  to reforming 
the Qualifying C e r t i f i c a t e  program of the Guam Economic 
Deveiopment Authority. The comments contained are not 
all-inclusive and is subject  to further amendment as more 
time is available for my review of the b i l l .  

In our last meeting several valid points were brought out by 
the attendees of that forum. Leaving the tax implication to 
the last, I would like to express my concurrence with the 
majority i n  including hotels in the qualifying certificate 
program. 

Guam is still nuturing an infant tourism economy. At 
present the only hotels receiving qualifying certificates 
are located in Tumon. To exclude the hotels now wouid only 
g lve  those hotels an unfair advantage over those being 
proposed. 

The only change that would produce the desired effect of 
bringing employment to Guam is to change the present 
requirement from the number of rooms to number of local 
hirees. Base the amount of rebate on the total payroll paid 
to local employees. 

This system of using number of local empioyees hired will 
assure Guam that the benefits of qiving the qualifying 
certificate will be shared by the local population. 

Let me now look at the specifics of the bill. 

Section 2405: Eligibility defined 

Hotels should definitely be included with number of local 
hired employees as the basis for rebates. 
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Improvements on real estate should not be eligible for 
rebate. I feel that such a venture should be covered under 
one of the eligibles such as hotels, Agriculture, etc. To 
keep this would open eligibility to almost any type of 
venture. 

Foreign Sales Corporation by their nature are tax free under 
the income tax laws of Guam. To include them would be 
redundant. 

SECTION 2408: 

The inclusion of "Possession Corporation" is not correct in 
this context. Guam can never have a possession corporation. 
The possession corporation concept is for the United States. 
In order for Guam to have a possession corporation, Guam 
must have Possessions. 

SECTION 2411: 

If the concept of granting rebates is measured by the number 
of local employees, then this whole section would be 
unnecessary. 

SECTION 2418: 

This section should be eliminated. The benefits ,of the 
qualifying certificate should go to those who qualify and 
not to entities that rent or lease to them. This would give 
certificate holders authority to grant tax rebates to those 
they choose to do business with. 

Abatement of Gross Receipts Tax should not be a part of 
taxes rebated since the tax is price sensitive rather than 
investment sensitive. In addition the abatement would only 
make the products of the certificate holder non-competative 
with other businesses that were not granted the certificate. 

SECTION 2419: 

Rebates should be allowable for different entities rather 
than corporation alone. Trust, partnerships and single 
proprietorship should also be eligible for the certificate. 
This may entail revamping this whole section to accommodate 
the other entities. 
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SECTION 2420: 

This section may be contrary to the present Income Tax laws 
of Guam. Rebates are not granted by the code and are not 
considered refunds to allow them tax free status. The 
section, however, makes known the intent of the Legislature 
and does not create a law exempting rebates from gross 
income. 

SECTION 2421: 

This section should be amended to restrict dividends 
exclusions and sub-chapter s exclusion to those individuals 
who have been residents of Guam for at least five years. 

This would prevent taxpayers from arbitrarily calling Guam 
their residence just to take advantage of the certificate. 
A person could conceivably rent an apartment or purchase a 
condominium and not live there and still call Guam his 
residence. A five year rule would eliminate such arbitrary 
action. 

SECTION 2422: 

The only objection to this section is the requirement that a 
return should be audited and rebates authorized within 180 
days. 

It is difficult to perform an audit each time a return is 
filed. The time limitation of 180 days in not enough time 
to perform an audit. What I suggest here is to eliminate 
the word "and auditedu leaving the sentence to read "The Tax 
Commissioner of the Government of Guam shall immediately 
thereafter cause the return to be reviewed and if the rebate 
is found in order, shall cause the amount deposited to be 
returned to the taxpayer within one hundred eighty (180) 
days from the date of deposit." 

If the return needs auditing it could be done after the 
rebate is authorized. 

SECTION 2429: 

The mechanism to use tax credit should be eliminated and a 
rebate be authorized. It is not certain if the Government 
of Guam can grant credits on the income tax laws. To 
prevent this bill from becoming In Organic, I suggest that a 
rebate of taxes replace the credit. Use the same mechanism 
in use for the qualifying certificate. 
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In addition, there should be a cap placed on the amounts of 
rebate. It is conceivable that the 10% of wages rebate 
would exceed the taxes due. This situation may arise in 
industries that are labor intensive. 

To prevent this a cap of 50% of all taxes (i.e. GRT Income 
Tax and Real Property tax) be put in place to prevent 
rebates in excess of taxes paid. 

The above is my preliminary reaction to the bill. I will be 
reserving comments on the substitute bill that would replace 
Bill No. 779. 

Thank you. 

Sincerely, 



.. 

? ,- -- 'z,,' GUAM PARTNERS CHAMBER IN PROGRESS OF COMMERCE 
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.. - .-.. 

S e n e t o r  Ic!:i>rd 3. . : s y e s  
C h a i r z i a n  
C o u ~ ~ i t t e e  o n  3cononic 3 e v e l o ? : ~ e n t  
2 0 t h  Zuam Legislature 
139-d C h a l a n  Santo P a p a  
A ~ a n a ,  Cuac 9 6 9 1 0  

Dear ::r. C h a i r o a n  ~ n d  ::embers oP t h e  Conzittee: 

Ile than!< you for t h e  opportunity to 3 a r t i c i p a t e  i n  t h e  
Connittee's second roundtzble Jiscussion o n  t h e  C C  Ti'eforui Act of 1 9 8 9  
( B i l l  7 7 9 ) .  '.:e r lould  b e  h a p p y  to address questions t h e  C o m i t t e e  nay 
have  on our enclosed comments on t h e  Sill. 

u 
JOE AJiTETT 
C h a i r s a n  
Tzxat ion  C o n c i i t t e e  
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A U G U S T  1, 1 9 8 9  

a From a  p r a c t i c a l  s t a n d p o i n t ,  t h e  C h a n b e r  f a v o r s  t h e  n o t i o n  
t h a t  t h e  C E D A  b o a r d  b e  g i v e n  r e a s o n a b l e  a d m i n i s t r a t i v e  
f l e x i b i l i t y  v h i c h  w i l l  e n a ~ l e  t h e  Agency  t o  r e s p o n d  t o  
c h a n g e s  i n  e c o n o m i c  c o n d i t i o n s  o n  a t i m e l y  b a s i s .  

QC 9 e f o r m  l e g i s l a t i o n  s h o u l d  b e  b a s e d  on  a  r a t i o n a l  
l o n g - t e r m  p l a n  on  i n f r a s t r u c t u r e  d e v e l o p m e n t .  

11. COII:IE."!TS 0:I CCETAIrI PROVISIO?JS OF R I L L  7 7 9  

A .  E x c l u s i o n  o f  H o t e l s  f r o m  QC P r o g r a m  

The  Chamber  r e c o n n e n d s  t h a t  t h e  C o n n i t t e e  r e c o n s i d e r  t h e  
e x c l u s i o n  o f  h o t e l s   fro^ t h e  QC P r o g r a m .  FJe p r o p o s e  t h a t  
t h e  G E D A  b o a r d  b e  ~ i v e n  m o r e  d i s c r e t i o n  t o  i s s u e  QCs t o  
h o t e l s  b a s e d  on  a r a t e  o f  r e t u r n  c a l c u l a t i o n  a n d / o r  t h a t  
Q C s  b e  i s s u e d  t o  h o t e l s  w h i c h  l o c a t e  r r i t h i n  a Guan h o t a l  
d e v e l o p m e n t  z o n e .  

B. S e c t i o n  2 4 0 5 :  A c t i v i t y  R e q u i r e m e n t s  

S e c t i o n  2 4 0 5  o f  t h e  m e a s u r e  p r o p o s e s  t h a t  e l i g i b l e  
a c t i v i t i e s  n u s t  r e e t  o f  t h e  c r i t e r i a  l i s t e d  i n  t h e  b i l l  
( p a g e  4 ,  l i n e  1 4 ) .  I t  i s  d o u b t f u l  t h a t  t h e  s e r v i c e  
i n d u s t r y  o r  a n y  b u s i n e s s  f o r  t h a t  n a t t e r  w i l l  b e  a b l e  t o  
n e e t  all o f  t h e  r e q u i r e n e n t s .  Y e  r e c o m n e n d  t h a t  l a n g u a z e  
i n  t h e  c u r r e n t  s t a t u t e  b e  r e t a i n e d  w h i c h  r e q u i r e s  t h a t  
e l i g i b l e  a c t i v i t i e s  n e e t  o n e  o r  m o r e  o f  t h e  c r i t e r i a .  

C .  S e c t i o n  2 4 0 5 :  P r i v a t e  P l a c e m e n t  v e r s e s  P u b l i c  i s s u e  o f  
S toc l c  

The  C h a n b e r  f a v o r s  e q u i t y  p a r t i c i p a t i o n  b y  l o c a l  r e s i d e n t s  
i n  a n y  p r i v a t e  d e v e l o p c e n t  h e r e .  T o w a r d s  t h i s  e n d ,  :re 
r e c o m n e n d  p e n s i o n  p l a n s ,  e n p l o y e e  s t o c k  o w n e r s h i p  ' g l a n s  
a n d l o r  p r i v a t e  p l a c e m e n t  a s  a l t e r n a t i v e s  t o  p u b l i c  i s s u e s  
o f  s t o c l c  f o r  t h e  f o l l o w i n g  r e a s o n s :  

1 .  P u b l i c  s t o c .  , ~ u e s  a r e  c o s t l y  when you  c o n s i d e r  
t h a t  e a c h  i s s u e  r rou ld  i n v o l v e  any; .Jhere  b e t w e e n  
c 2 5 0 , 0 0 C  t o  ? - 4 5 0 , 0 0 0  i n  l e g a l  f s e s  a l o n e .  T h e s e  
c o s t s  w o u l d  a f f e c t  t h e  s a l e  p r i c e  o f  t h e  s t o c k s ,  
t h e r e b y  n a k i n g  t h e c  e f f o r d a b l e  t o  o n l y  a f e w ;  

2 .  P r i v a t e  p l a c e n e n t s  w i t h  t h e  o p t i o n  o f  o f f e r i n g  
v a r i o u s  c l a s s e s  o f  s t o c k  w o u l d  n o t  b e  c o s t l y  a n d  
t h u s  r e s u l t  i n  a b e t t e r  d i s t r i b u t i o n  o f  w e a l t h  t o  
i s l a n d  p a r t i c i p a n t s ;  a n d  



3. P e n s i o n  p l a n s  a n d  e m p l o y e e  s t o c k  o w n e r s h i p  p l a n s  
wou ld  e n c o u r a g e  g r e a t e r  e q u i t y  p a r t i c i p a t i o n  o f  
l o c a l  r e s i d e n t s  i n  p r i v a t e  d e v e l o p m e n t .  

C .  S e c t i o n  2 4 1 0 :  Safe:-:-::rds t o  P r e c l u d e  A b u s e  ( p q .  7 ,  l i n e  1 2  

The  Chamber  f a v o r s  t h e  i n c l u s i o n  o f  s a f e g u a r d s  t o  p r e c l u d e  
a b u s e  o f  t h e  QC P r o g r a m .  

D .  S e c t i o n  2 4 1 1 :  Employmen t  R e q u i r e m e n t s  (DE. 8 ,  l i n e  8 )  

T h e  e m p l o y m e n t  p r o v i s i o n s  i n  S e c t i o n  2 4 1 1  r e q u i r e  
m o d i f i c a t i o n  t o  i n s u r e  t h a t  t h e y  a r e  r e s p o n s i v e  t o  l a b o r  
s h o r t a g e  s i t u a t i o n s  s u c h  a s  t h a t  b e i n g  e x p e r i e n c e d  t o d a y .  
We recommend t h a t  l a n g u a g e  i n  t h e  c u r r e n t  s t a t u t e  b e  
i n c l u d e d  i n  S e c t i o n  2 4 1 1  t o  g r a n t  QC r e c i p i e n t s  t e m p o r a r y  
e x e m p t i o n s  t i e d  t o  ( 1 )  C!C h o l d e r s  m a k i n g  g o o d  f a i t h  e f f o r t s  
t o  h i r e  U .  S. c i t i z e n s  a n d  p e r m a n e n t  r e s i d e n t s ,  a n d  (2) t h e  
a v a i l a b i l i t y  o f  s u c h  i n d i v i d u a l s .  

E .  S e c t i o n  2429 :  S p e c i a l  Q u a l i f y i n g  C e r t i f i c a t e s  f o r  
R e s i d e n t - O w n e d  S n a l l  B u s i i ~ s s s e s  (pg. 1 9 .  l i n e  2 4 )  

The  Chamber  s u p p o r t s  t h e  g e n e r a l  i n t e n t  o f  S p e c i a l  
Q u a l i f y i n g  C e r t i f i c a t e s  f o r  r e s i d e n t - o w n e d  small  
b u s i n e s s e s .  We n o t e ,  h o w e v e r ,  t h a t  s u c h  Q C s  w o u l d  b e  
r e s t r i c t e d  t o  new b u s i n e s s e s  a n d  d o e s  n o t  i n c l u d e  e x i s t i n g  
smal l  f i r m s  w h i c h  w i s h  t o  e x p a n d  t h e i r  o p e r a t i o n s .  



20 July 

Senator Edward D. Reyes 
Chairman, Committee on Economic Development 
20th Guam Legislature 
Ada Commercial & Professional Center 
199-A Chalan Santo Papa 
Agana, Guam 96910 

Dear Senator Reyes, 

In a recent board meeting of the Guam Hotel & Restaurant Association, the 
following points were raised by its members: 

I. OVERALL COMMENTS 

We welcome the endeavour to have the condition of the Q.C. program of 
G.E.D.A. updated, however feel that this should be part of the long overdue 
masterplan addressing the future long range planning process. 

It is also proposed that within set guidelines and controls the G.E .D.A. 
board should be given flexibility to respond to changes in economic 
conditions without delay. 

11. COMMENTS IN REGARDS TO CERTAIN PROVISIONS 

1. Exclusion of hotel projects 

This may be discriminatory and also make it difficult in the future 
should the people of Guam wish to have investment placed which would 
allow further marketing diversification and/or in areas which are 
today not yet developed. 

It is true, however, that extreme care should be exercised in deciding 
further certificates after all the new hotels have been built for 
which certificates have been issued or applications are presently 
reviewed. 

2. Section 2405 - Activity Requirements 
It is impossible for the hotel industry to observe all criteria - 
particularly not point 2 - replacement of imports. 

3. Section 2411 - Employment and Payroll 
It is doubtful based on present experience that companies in the 
future will meet the 85 and 90% requirements of employees to be U.S. 
citizens or permanent residents. 
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Present and future labor shortages will impact wages and benefits and 
we therefore do not foresee the need to have payroll percentages 
applied. 

4 .  Section 2412 - Participation in Apprenticeship Training Program 
Reference is made to G.C.C. apprenticeship program and applicants are 
to commit to these programs, which is fully supported by the 
Association. However, the present programs are totally insufficient 
in quantity and quality. 

The Education Cormtittees of the Association is working with members of 
G.C.C. to improve this situation. There is definitely a need for 
additional funds to hire professionals of the industry as teachers and 
also build a proper training facility, where practical skills-related 
training can be carried out - a small hotel with adequate restaurant 
and bar and kitchen facility which could be operated by students under 
the G.C.C. leadership as a nonprofit organization. 

It is noted that no reference is made to the role of U.O.G. which 
should play a part in educating future and present management staff. 

The committee may wish to consider that applicants are asked to commit 
a specific amount per employee or percentage of cash payroll to 
training and education of its employees. 

As pointed out in my letter of 18 July 1989, copies of your proposal have been 
sent to the full membership of our Association and any additional comments will 
be communicated once available. 

s$ncerely yours, 

President 



gHau Pickens Borja & Filush, P.C. 
Certified Public Accountants 

Guam lnternat~onal Trade Center 
590 South Mar~ne Drlve. Su~te 619 

Tamun~ng. Guam M.I. 9691 1 

July 20, 1989 

Telephone 67 1 646 6987 
Telex 721 6618 

Telecopter 671 646 6774 
A 

.-u - 
Senator Edward D. Reyes . . J 

Chairman, Committee on Economic Development ,v . , .< -4 

20th Guam Legislature &'..'J 
4 b 

Ada Commercial & Professional Center , ''. 
e -  <:; b' 

199-A Chalan Santo Papa ..- *, .,--. 
\ ' . a  

Agana, Guam 96910 ,o~-"' 
VIA FACSIMILE (671) 477-4048 u 

Dear Senator Reyes: 

As A1 Pickens will be off-island on August 1, I will attend the public hearing on Bill 779. 1 
have been working with the Chamber of Commerce as a member of the taxation committee to 
formulate the Chamber's position. 

We commend your efforts to stimulate Guam's economy by supporting the QC program and 
introducing this legislation to amend the program to make it more viable. It should be noted that 
GEDA has already taken action administratively to control the benefits granted to hotels. With 
the current labor shortage, which from every indication will become more acute, we believe 
GEDA must be granted flexibility to grant waivers to employee quotas. Comments regarding 
specific sections of Bill 779 are as follows: 

$2405 - How will "service" industry meet the "activity" requirements? How will any 
business meet "all" requirements? Suggest we might replace "all of the following criteria" 
with "OIX or 1n01.e of tile Coiiowifig criteria" 

Will a public issue of stock be required or is a private placement acceptable? A public issue 
may cost more than the funds to be raised. What about having two classes of stock, one of 
them being participating, non-voting. Alternatively, we suggest requiring pensionlprofit 
sharing plans, or employee stock ownership plans in lieu of a public offering. 

$2411 - This section should include a provision for waiving mandatory training programs 
where local management meets the percentage requirements without such program. 

Local employees may not be available to fill the positions. GEDA should be given 
flexibility to address such a situation. Alternatives to be considered are a good faith effort 
to hire or allowing the Department of Labor to grant relief upon finding United States 
citizens or permanent residents are unavailable to fill these positions. This requirement 
might also be tied to Guam's unemployment rate. 
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Shipment of household goods and transportation of new employees to and from Guam 
should not be included as a part of the base payroll expenditures. These are not payroll 
i terns. 

52419 - There is a conflict between the intent of this section and the outcome of the tax 
rebate calculation caused by the phrase "...whichever is greater, ..." 
52422 - Interest should be paid to the taxpayer if Government fails to rebate appropriate 
amount within 180 days. 

$2429 - Suggest this section be modified to cover the expansion of an existing business as 
well as the establishment of new business. 

We appreciate the opportunity to testify on this important legislation to enhance the economic 
climate of our Tenitory. When we may be of assistance, please call me. 

PICKENS BORJA & FLUSH, P.C. 

Judith K. Borja, Partner 



2 
Senator Edward Reyes 

July 6, 1989 

Senator Reyes, I would enjoy further dialogue with you and your 
colleagues on the very important issue of maximizing local benefits 
from the Qualifying Certificate program. 

Sincerely , 
, w I F I C  8-8 CLUB - GUAM f 

ames E. Lattin ; / '  4 
L/' General Manager 

pc: Senator Elizabeth Arriola 
JV 
GJQ 
M. Pieper 



July 6, 1989 

Senator Edward Reyes 
163 Chalan Santo Papa 
Agana, Guam 96910 

Dcar Senator Reyes: 

I a m  very sorry qur Guam Hotel & Restaurant Association aid not 
inform me prior to July 5 of the important discussion session you 
invited Hotel Association members to attend on June 26 to review 
the important proposed legislation to revise the Guam Economic 
Development Authority Qualifying Certificate proqram. 

I have thoroughly reviewed the proposed bill and find many of its 
elements very positive steps foriard to insure that the U.S. 
citizens of Guam receive maximum banef it from the Qualifying 
Certificate program. 

Key issues from my viewpoint are: 

1. Employee Quotas: Excellent as long as consideration is qiven 
to the ever-shrinking pool of available Guam U.S. resident 
potential employees. This shortage of employee poc1 will 
dramatLcal.ly increase with the growth of new hotals in tha 
ncxt three years. Qualifying Certificate holders should not 
be penalized if insufficient resident candidates for 
esployment are not available. 

2.  Kauacfemunt Training Programs: Another excellent concept t.o 
which Pacific Islands Club is fully committ,ed. I must 
emphasize, however, that the Apprenticeshi? Training Prcqrda 
with Guam Community College (which technically was dissolved 
in April 1989) requires considerable "fine-tuning" so t h a t  the 
cype of vocational OJT training and corresponding academic 
work truly represent the job types available in the applicable 
industry. Candidly, the program as it has been appl.jed does 
not truly represent the realities of the tourisn induslry. 
I have had several conversations with John C n z  and Suza~zc 
Dill.ings 3f G.C.C. on this topic and have volunteered my time 
to make the Apprenticeship Proqran mcre viable. 



1990 (SECOND) Regular Session 

Bill No. /3 

Introduced By: D. Reyes 
P. ~ g u o n y ~  
P. Arrio a 
Z. Bordallo 
D. Dierking 
T. C.  Gutierrez 
C. Lujan 
Mailloux 
S. Nelson 
Parkinson 
J. A. Quitugua 
T. San Agustin 
R. Santos 
G. Bamba 
F. Brooks 
R. Duenas 
M. Espaldon 
D. A. Manibusan 
C. Ruth 
V. C Tanaka 
R. Unpingco 

AN ACT TO AMEND ARTICLE 4 OF CHAPTER 2, TITLE 
12, GUAM CODE ANNOTATED, TO REVISE THE 
QUALIFYING CERTIFICATE PROGRAM OF THE GUAM 
ECONOMIC DEVELOPMENT AUTHORITY. 

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

Section 1. A new 52400.1 is added to Article 4, Chapter 2, Title 12, 

Guam Code Annotated to read: 

ff§2400.1. Legislative Findings and' Intent. The 

Legislature recognizes that the Qualifying Certificate program 

of the Guam Economic Development Authority (Ifthe Authorityft) was 

conceived as an economic incentive tool to entice investors into 

Guam. In use for over two decades, it has had substantial 

positive impact upon the economic development of the territory, 

mainly in the tourist industry. 



The Bgislature finds that, @today, new hotel 

construction, expansion of existing ones, and development of 

resorts are occurring in response to demands for additional 

lodging due to the ever-increasing numbers of visitors to Guam 

and that government assistance in the form of tax rebate and 

abatement benefits requires periodic assessment of the growth 

in this section of Guam's business community. 

Investments by foreign entrepreneurs continue to be major 

catalysts for Guam's financial growth. The bulk of their 

interests, however, lies in large-scale projects that mainly 

benefit other off-island investors and transients mostly and 

which also puts undue pressure on the island's infrastructure to 

expand and meet their needs, depleting rapidly Guam's finite 

essential resources such as people, land and water. While the 

territory acknowledges their contributions to the island's 

welfare in terms of taxes, construction, and employment 

opportunities on the low end of the pay scale, meaningful 

participation by people who live and work in Guam, particularly 

in terms of ownership and joint ventures, has been sorely 

lacking. 

It is the Legislature's intent to restructure the 

Qualifying Certificate program to assist U.S. citizens and 

permanent resident entrepreneurs in establishing or expanding 

industries and services, including those supportive of hotels 

and their guests, to diversify the island economy, enrich its 

growth, and enhance the quality of life in Guam. The 

Legislature affirms that the program must be expanded to attract 

investments in order to diversify Guam's economy. 

Section 2. A new 52400 is added to Article 4, Chapter 2, Title 



1 12, Guam Code Annota 

2 "52400. Short Title. This Article shall be known and may be 

3 cited as the "QC Reform Act of 1990". 

4 Section 3. 52401 of Article 4, Chapter 2, Title 12, Guam Code 

5 Annotated is amended to read: 

6 1B92401. Qualifying Certificate, Defined. A Qualifying 

7 Certificate is [an instrument] a contract valid for a given period of 

8 time, [issued] executed by the Governor upon recommendation of the 

9 Board, on behalf of the government of Guam and the [to a] 

10 Beneficiary,who has qualified for certain tax rebates and abatements 

11 [under this Article.] in return for meeting certain emwlovment, 

12 equity, and other requirements as described in this Article.tt 

13 Section 4. 52403 of Article 4, Chapter 2, Title 12, Guam Code 

14 Annotated is amended to read: 

15 "52403. Eligibility, Defined. The following shall be deemed to 

16 be a business eligible for consideration by the [Corporation] 

17 Authority for issuance of a Qualifying Certificate. 

18 Any trust, partnership, sole wroprietorship, or corporation as 

19 defined in 52405, engaged, or about to engage in (1) agriculture (not 

20 exceedins $2,000,000 in current and fixed assets; this $2,000,000 

21 limit shall not amlv to U.S. citizens and lesal residents residing 

22 on Guam), aauaculture, mariculture, manufacturing fto include hand 

23 and machine manufacturinsl, commercial fishing, services, or 

24 improvement of real property for purposes which are specifically 

25 determined by the Corporation to be beneficial, desirable, and 

26 necessary [to] for the economic development of Guam, or captive 

27 insurance business as permitted by Chapter VII, Title XXXIX, 

28 Government Code; and (2) which activity meets one (1) or more of the 

29 following criteria: 



@ a. Creation of new employment; 

b. Replacement of imports; 

c. ~eduction of consumer prices; 

d. Creation of vitally needed facilities; 

e. Insurance providing for or facilitating the provision of 

health care services to the people of Guam. 

f. Procurement of services or products suwwlied bv Guam- - 

licensed vendors, if total cost does not exceed one hundred 

ten wercent (110%) of those same services or products 

available from other vendors. 

[In addition, such otherwise eligible applicants must meet the 

minimum financial requirements: 

Agriculture 

Watch Manufacturing 

Other Manufacturing 

Commercial Fishing 

Services 

Hotels and Motels 

Other Tourist Facilities 

Industrial Facilities 

Captive Insurance Companies 

MINIMUM INVESTMENT 

$ 15,000.00 

50,000.00 

25,000.00 

The Board [may] shall promulsate [by] regulations [develop such 

further] containinq standards, [and] criteria, and measures of 

investments by the OC apwlicant and benefits for the people of Guam 

[for the issuance of] in issuinq Qualifying Certificates [as it deems 

necessary]. Such regulations shall include preference to be extended 

to applicants which have fifty-one wercent (51%) or greater portion 

of local investment, as controlled bv bona fide Guam resident U.S. 



1 citizens or perman residents. The Board sh 9 11 recoqnize and take 
2 into consideration any and all provisions of law and regulations 

3 administered by other sovernment entities that have review or 

4 a~proval authoritv over the elisible activitv. Such regulations 

5 shall be adopted [only after public hearing thereon] in the manner 

6 prescribed by [law,] the Administrative Adiudication Law. [and then 

7 transmitted to the Governor of Guam, and upon his approval and 

8 promulgation, shall have the force and effect of law.In 

9 Section 5. A new 52403.2 is added to Article 4, Chapter 2, Title 12, 

10 Guam Code Annotated to read: 

11 11,62403. 2. Hotel/Motel Elisibilitv. Eligibility of 

12 hotels/motels to apply for a Oualifvins Certificate shall extend to 

13 a business incorporated and licensed to do business in Guam, is 

14 reputable and financiallv secure in standinq (principals/firm), and 

15 provides evidence to the Authority of cash outlav. option to 

16 purchase, or lease or other explicit commitment to use ~ropertv for 

17 a planned hotel/motel, and of its aqreement to gubliclv offer up to 

18 ten percent (10%) of its votinq stock to the residents of Guam at the 

19 original offered  rice.^ 

20 Section 6. A new 52403.3 is added to Article 4, Chapter 2, Title 12, 

21 Guam Code Annotated to read: 

22 "32403.3 Hotel OC Moratorium. The Authoritv shall not issue 

23 rules or requlations imposinq or liftins any moratorium on hotel 

24 eliaibility to apply for, and receive, a Oualifying Certificate 

25 without the approval of the Leqislature by statute." 

26 Section 7. 52404 of Article 4, Chapter 12, Title 12, Guam Code 

27 Annotated is amended to read: 

28 "52404. ~ature of and Benefits. A Qualifying Certificate, once 

29 . issued, shall be a contract between the government of Guam and the 



1 Beneficiary, and t b tax rebates and abatem enumerated in the 

2 Certificate may not be curtailed, limited or impaired by any 

3 subsequent act, except as provided herein. Once issued and unless 

4 suspended, rescinded or revoked, a Qualifying Certificate shall 

5 constitute conclusive evidence of entitlement to the tax rebates and 

6 abatements stated on its face." 

7 Section 8. 52405 of Article 4, Chapter 2, Title 12, Guam Code 

8 Annotated is amended to read: 

9 "52405. Qualifying Certificate, Issuance of. A Qualifying 

10 Certificate may be issued by the Governor of Guam upon the 

11 recommendation of the Board to any applicant [corporation] that 

12 proposes to engage in an eligible business, or to any applicant 

13 stockholder of such corporation holding a Qualifying Certificate, and 

14 said corporation may be either a Guam corporation or a duly organized 

15 Mpossessions corporationw limited to doing business in Guam, as such 

 possessions c~rporation~~ is defined under Federal income tax laws 

and regulations." 

Section 9. 52406 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 

tt52406. Same : Grounds for Sus~ension. Rescission, or 

 evocation. A Qualifying certificate may be suspended, rescinded or 

revoked by the Governor of Guam upon the recommendation of the Board 

for the following reasons: 

1. Fraud or misrepresentation of any material allegation in 

the application for such certificate. 

2. Failure to comply with any conditions and obligations 

stated in the Certificate after havinq been notified bv the 

Authority in writing of such failure to' comply and after 

having been given by the [Corporation] Authoritv a 



period of time within e i c h  to correct such 

2 failure. 

3 3. The filing by the Beneficiary or against the Beneficiary 

4 of a petition for adjudication of bankruptcy as to said 

5 Beneficiary wherein-the petition has been granted. 

6 4. A finding by the Attorney General of the Territory that a 

7 corporate Beneficiary has been dissolved. 

8 5. Violation of any provision of this Article. 

9 No recommendation for suspension, rescission or revocation shall 

10 be made by the Board except after a hearing thereon pursuant to the 

11 provisions of the Administrative Adjudication Law." 

12 Section 10. 82407 of Article 4, Chapter 2, Title 12, Guam Code 

13 Annotated is amended to read: 

14 5 2407. Disqualifications. A corporate applicant for a 

15 Qualifying Certificate shall, as a condition precedent to [a] 

16 qualifying for the same, satisfy the [Corporation] Authoritv in 

17 writing that it shall not transfer, move, relocate or otherwise 

18 remove any of its existing business plants to Guam from the 

19 continental United States or any of its territories or possessions. 

20 [Neither shall a] A Qualifying Certificate shall not be issued to [a 

21 corporation] anv applicant who has not first obtained a license to do 

22 business in Guam. 

23 No officer [and] or member of the Board or their spouses and no 

24 corporation or any other legal entitv in which an officer or member 

25 of the Board or their spouses has any financial interest may qualify 

26 for a ~ualifying Certificate. 

27 Neither shall any of the following, during their term of 

28 office[,] and for a period of one (1) vear after their resignation, 

29 termination or completion of their term of office, directly or 



indirectly, a Qualifying 

2 (a) Members of the [Guam] ~egislature[;] and their swouses; 

3 (b) Employees of .the [Executive Department of the Government] 

Executive Branch of the qovernment of Guam and their 

spouses from the level of first assistant to the department 

6 director and up; 

7 (c) Judges of the various courts of Guam and their spouses. 

8 Any Qualifying Certificate issued in violation of this Section 

9 shall be void ab initio." 

10 section 11. 52408 of Article 4, Chapter 2, ~itle 12, Guam code 

11 Annotated is amended to read: 

12 "52408. Employment of United States Citizens and Permanent 

13 Residents. A [corporate] Qualifying Certificate shall not be issued 

14 [unless the] to an applicant which is investinu One Million Dollars 

15 [$I ,000,000) or more unless such applicant commits itself at the time 

16 of application for such a certificate that a management training 

17 program shall be established and a copy of that written training 

18 prosram shall be delivered to the Authority within the number of days 

19 prescribed in resulations bv the Authoritv so that within a 

20 ,reasonable period of time residents of Guam who are United States 

21 citizens or permanent residents of the United States and who are 

22 otherwise qualified would replace [the manager] any manasement 

23 personnel or other officers of an industry or business granted a 

24 [Corporate] Qualifying Certificate who are not United States citizens 

25 or permanent residents of the United States, and that it shall at all 

26 times employ a total employment force of not less than the minimum 

27 number established by the [Corporation] Authority, at least seventy- 

28 five percent (75%) of which shall be United States citizens or 

29 permanent residents of the United States; provided, however, that for 



good cause, tempor @ y exemptions hereto, fo 9 specific and limited 
periods of time, may be granted by the [Corporation] Authority, such 

temporary exemptions, to be conditioned upon a training program, 

approved by the [Corporation] Authority, designed to replace 

employees who are not either United States citizens or permanent 

residents. In addition, after the expiration of three-fourths ( 3 / 4 )  

of the period of the Qualifying Certificate or ten (10) years, 

whichever is sooner, the possessor of the Qualifying Certificate must 

satisfy the seventy-five percent (75%) employment requirement at both 

[labor and] management and non-management levels. Hotel /motel 

manasement staff shal'l be cornwised of a minimum of fiftv percent 

(50%) United States citizens livinq on Guam or permanent alien 

residents of Guam. The number of U.S. citizens or permanent resident 

employees at the manaqement level shall escalate from a minimum of 

ten percent !lo%) of the emplovees bv the end of the second year to 

a minimum of fiftv percent !50%) of the emplovees bv the end of the 

fifth vear of operation. The [Corporation] Authoritv shall be the 

sole judge of what constitutes [labor or] man.agement and non- 

management levels of' employment but it shall seek advice from the 

Universitv of Guam, the Guam Community Colleqe, the Dewartment of 

Labor, the Dewartment of Education, and such other government 

aqencies as are necessarv to fulfill the intent of this Section. The 

[Corporation] Authoritv shall establish, bv requlations adopted 

pursuant to the Administrative Adiudication Law, reauirements for 

practical and eauitable training programs as suidance for the 

applicant and the reasonable minimum number of persons to be employed 

on a continuing basis for each [corporate] applicant in accordance 

with the specific and normal requirements of the business involved. 

Such trainina prosram and minimum employment requirement shall be 



made a condition a on the face of the [corporate] 

Qualifying Certificate. The Authoritv shall annuallv report to the 

Lesislature the titles and compensation of all trainees includinq 

those placed in manaqement levels who are emploved bv beneficiaries 

of ffualifyina certificates. No resident employee of an industry or 

business granted a [corporate] Qualifying Certificate shall be paid 

less than the prevailing wage rates nor shall he be laid off his job 

nor have his workweek reduced to less than forty (40) hours for the 

sole purpose of creating employment for non-resident workers. For 

the purpose of this Section, "prevailing wage ratesn1 as determined by 

the Department of Labor shall be used as a guide. The Department of 

Labor is hereby empowered to investigate any complaint filed pursuant 

to this Section and to settle the same by issuance of an appropriate 

order after notice and hearing pursuant to the provisions of the 

Administrative Adjudication Law. Any willful violation of this 

Section, or of any order issued hereunder, may be cause for a 

Beneficiary of a [corporate] Qualifying Certificate to forfeit the 

benefits thereof. 

Section 12. 52408.1 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 

nn§2408.1. Participation in the Apprenticeship Training Program. 

A [Corporate] Qualifying Certificate shall not be issued to an 

applicant which operates a hotel or restaurant unless the 

applicant commits itself at the time of application for such a 

certificate to participate in the Hotel/Restaurant Industry 

Apprenticeship Program administered by the Guam Community 

College and to hire graduates of the apprenticeship program when 

vacancies exist." 

Section 13. 52409 of ~rticle 4, Chapter 2, Title 12, Guam Code 



Annotated is amended 9 o read: 
"52409. Qualifying Certificate Non-transferable. A Qualifying 

Certificate or the benefits thereunder may not be transferred or 

assigned without the written permission of the [Corporation] 

Authority. For the purposes of this Section, a transfer or 

assisnment of benefits shall have occurred at anv time there is a 

transfer of a maioritv of the votins stock of the Beneficiarv, 

resultins in a chanse in the identitv of the shareholders who control 

the Beneficiary. l1 

Section 14. 52410 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 

't§2410. Application for Qualifying Certificates. Applications 

for Qualifying Certificates shall be filed on forms prescribed and 

furnished by the Corporation. An [corporate] applicant must [agree 

to] furnish written monthly reports beginning thirty (30) days after 

the date of the issuance of the [corporate] Qualifying Certificate, 

said reports to include, but not limited to, financial data, 

employment data and payroll data. All such monthly reports shall be 

treated as confidential by the [Corporation] Authoritv.lt 

Section 15. 52411 of Article 4, Chapter 2, Title 12, Guam Code 

Ann.otated is amended to read: 

S2411. Publications of All [Corporate] Applications for 

Qualifying Certificates. The [corporation] Authoritv shall cause to 

be published at applicants' expense, in a Guam newspaper of general 

circulation, a brief resume of all [corporate] applications for 

Qualifying Certificates, said publication to be made [at least] no 

later than seven (7) days [before the same is considered by the 

Board,] following submission of an application. The resume shall be 

in a form prescribed by the Board, and it shall include only the name 



and address of licant, a brief of the proposed 

2 investment, a brief summary of the tax rebates and abatements applied 

3 for, and the names and addresses of those who are investors at the 

4 time the application is submitted to the Board. Following the filing 

5 of the application in due form, payment of the prescribed fees and 

6 publication of the resume, the holding of a public hearing thereon is 

7 mandatory. The [Corporation] Board shall take all reasonable 

8 precautions in connection with such public hearing to avoid 

9 disclosure of proprietary secrets of the applicant. The Board may 

10 1 

11 for a ~ ~ r o v a l  of a Oualifying certificate shall not be held on the 

12 same dav as a public hearinq on the Oualifvins Certificate.I1 

Section 16. Subsection 2405.1 is added to Article 4, Chapter 2, 

Title 12, Guam Code Annotated to read: 

"3 2405.1 Grace Period. After the Board's recommendation to the 

Governor, but prior to the issuance of the certificate. the Board 

shall cdnduct a ~ublic hearing after publication of thirty f 30 1 davs 

potice, at which hearinq members of the public mav appear to comment 

on such issuance." 

Section 17. 52412 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 

"52412. Notice of Hearings on [Corporate] Applications. Notice 

of public hearings shall be published at applicants' expense in a 

local newspaper of general circulation not less than five (5) days 

prior to the scheduled hearing date." 

Section 18. 52413 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 

"52413. Recommendations. All recommendations of the Board for 

issuance, modification, revocation [and] or suspension of Qualifying 



1 Certificates shall a. e forwarded to the Gove of Guam, together 

2 with a memorandum of the Board's findings in support of its 

3 recommendations. [Any recommendations of the Board not approved or 

4 disapproved by t] The Governor of Guam, within sixty (60) calendar 

5 days from his receipt thereof, shall either amrove or disapprove the 

6 Boardls recommendation. [shall be deemed approved as of the sixty- 

7 first (61st) day from the Governor's receipt thereof.]" 

8 Section 19. 52414 of Article 4, Chapter 2, Title 12, Guam Code 

9 Annotated is amended to read: 

10 "52414. Tax Abatement. The following tax abatements are hereby 

established and declared, for which Qualifying Certificates may be 

issued: 

1. All taxes now levied by virtue of [Chapter IV, Title XX of 

the Government Code of Guam, known as Real Property Tax,] 

Chapter 24, Title 11, Guam Code Annotated (known as the 

Real Propertv Tax Law) shall be abated for a period up to 

ten (10) years from date of issuance of Qualifying 

Certificate therefor, and as long as said Certificate is in 

force and effect, provided that the real property on which 

said tax is assessed is utilized for a tax exempt business 

that has qualified and continues to qualify for a 

Qualifying Certificate. The sum equal to the abated 

amounts must be invested in Guam for a period of at least 

five ( 5 1  years. The Beneficiarv shall provide evidence to 

the Authority of such investment." 

2. All taxes now levied on income derived from the lease of 

land, buildings, machinery [and] or equipment by virtue of 

[Subchapter B, Title XX of the Government Code of Guam] 

Article 2, Chapter 26, Title 11, Guam Code Annotated (known 



Taxes), shall be ated for a period up 

to ten (10) years from date of issuance of a Qualifying 

Certificate therefor, and as long as said certificate is in 

force and effect, provided that said income has been 

derived from the lease of land, building, machinery [and] 

or equipment to a tax exempt business that has qualified - 

and continues to qualify for a Qualifying Certificate. 

3. All taxes now levied by virtue of [Subchapter B, Chapter 

VI, Title XX of the Government Code of Guam, known as the 

gross receipts tax] Article 2, Cha~ter 26, Title 11, Guam 

Code Annotated (known as Gross Receipts Taxes), shall be 

abated for a period up to ten (10) years from date of 

issuance Qualifying Certificate therefor, and as long 

as said certificate is in force and effect, provided that 

the gross receipts on which such tax shall be abated have 

been derived from the sale of alcoholic beverages 

manufactured in Guam by the manufacturer thereof and that 

such manufacturer has qualified and continues to qualify 

for a Qualifying Certificate covering such manufacture. 

4. All taxes levied or paid by virtue of [Subchapter B, 

Chapter VI, Title XX of the Government Code of Guam, known 

as the Gross Receipts Tax] Article 2, Chawter 26, Title 11, 

Guam Code Annotated (known as Gross Receipts Taxes), shall 

be abated or rebated for those gross receipts derived from 

the sale of petroleum products manufactured in Guam and 

sold to agencies or instrumentalities of the United States 

of America, or agencies or instrumentalities of the 

government of Guam by the manufacturer thereof, provided 

that a Qualifying' Certificate for such a tax abatement is 



granted t rsuant to the provisions this Subparagraph, 

2 and further provided that at any such time that a 

3 manufacturer possessing such a Qualifying Certificate no 

4 longer continues to qualify for the certificate, the taxes 

5 shall no longer by abated or rebated. A Qualifying 

6 Certificate may grant a tax abatement or rebatement for up 

7 to ten (10) years period commencing with the date of 

8 initial commercial production of petroleum products by the 

9 manufacturer. 

10 5. All taxes now levied by virtue of 543714, Chapter VII, 

11 Title XXXIX of the Government Code shall be abated for a 

12 period of up to ten (10) years from the date of issuance of 

13 the ~ u a l i f ~ i n ~  Certificate therefor and as long as said 

14 certificate is in force and effect, provided that said 

15 premiums are collected by a captive insurance company 

16 licensed under Chapter VII of Title XXXIX that has 

17 qualified and continues to qualify for a Qualifying 

18 Certificate." 

19 Section 20. 82415 of Article 4, Chapter 2, Title 12, Guam Code 

20 Annotated is amended to read: 

21 "52415. [Corporate] Income Tax Rebate. A rebate of up to 

22 seventy-five percent (75%) of all [corporate] income tax payable to 

23 the government of Guam is hereby established and declared, for 

24 activities for which a Qualifying Certificate may be issued for [a), 

25 a period not exceeding a total of twenty (20) consecutive years from 

26 [date of issuance] the effective date of a Qualifying certificate 

27 therefor [and the] or (b) , the date of recouping of the amount of 

28 initial and subseauent capital invested, up to Thirtv Million Dollars 

29 ($30,000,000~. whichever occurs first. The percentage of rebate may 



1 be made variable so as to it higher or lower 

2 percentages in earlier or later years of the period. In determining 

3 the periods up to twenty (20) years and the percentages up to 

4 seventy-five percent (75%) and capital investment, the Board shall 

5 take into consideration the financial risks involved in the 

6 undertaking as well as the [importance to the economy of] impact on 

7 the socio-economic development of Guam by the proposed investment. 

8 For the purposes of this Section, the term "income tax payablew shall 

9 mean income taxes applicable to [corporate] earnings occurring on and 

10 subsequent to the [date of issuance] effective date of the applicable 

11 Qualifying Certificate. The Director of Revenue and Taxation of the 

12 government of Guam shall have authority to determine any prorations 

13 of rebates necessary because of taxable years occurring within the 

14 life of the applicable Qualifying Certificate which consist of less 

15 than a full twelve (12) months period. All rebated amounts must be 

16 invested in Guam for a period of at least five 15) vears. The 

17 Beneficiarv shall ~rovide evidence to the Authority of such 

18 investment." 

19 Section 21. 52417 of Article 4, Chapter 2, Title 12, Guam Code 

20 Annotated is amended to read: 

21 "52417. Income Tax Rebate on Dividends. A rebate of up to 

22 seventy-five percent (75%) of all corporate income tax on dividends 

23 paid by a Corporate Beneficiary is hereby established and declared, 

24 for which a Qualifying Certificate may be issued, [for a period up to 

25 five (5) consecutive years which period may be any portion of the 

26 effective period authorized for the controlling corporate income tax 

27 Qualifying Certificate issued to the corporation declaring the 

28 dividends.] The shareholders of a cor~orate Beneficiarv mav be 

29 granted a rebate of uw to seventy-five percent (75%) of the income 



tax due for divide paid bv the Beneficiary @om its current year ' s 

2 earnings derived onlv from the activities identified in the 

3 pualifvins Certificate and onlv for a period of up to five ( 5 1  vears. 

4 In case of a corporation that has elected to be taxed as a small 

5 business corporation commonly known as a Ifsubchapter S Corporation," 

6 said income tax rebate shall be passed on to its stockholders in the 

7 same proportion as their stock interest in the tax-exempt 

8 corporation. 

9 In the case of a stockholder of a Qualifying Corporation not 

10 qualifying as a small business corporation, the income tax rebate 

11 . herein provided shall be applicable to the dividend income received 

12 by the stockholder from the tax-exempt corporation.I1 

13 Section 22. 52419 of Article 4, Chapter 2, Title 12, Guam Code 

14 Annotated is amended to read: 

15 "92419. Procedure to Claim Abated and ~ebated Taxes. A 

16 certified true copy of the corresponding Qualifying Certificate, and 

17 a certificate of compliance issued, by the [Corporation] Authority 

18 should be attached to the Beneficiary's tax return when filing each 

19 return. 

20 When the return for the abated tax is accompanied by a 

21 corresponding Qualifying Certificate and a certificate of comwliance, 

22 the actual payment of the tax in question to the Government shall not 

23 be required, and upon [audit and] review of the tax return, the Tax 

24 Commissioner of the government of Guam shall, within one hundred 

25 twenty (120) days from receipt of said tax return, furnish the 

26 taxpayer a certification confirming the nature and amount of the tax 

27 abated. 

28 In the case of an income tax rebate, the amount of tax due prior 

29 to rebate shall be deposited with the qovernment of Guam as 



1 prescribed by the Income Tax Law where the taxpayer's 

2 tax return is accompanied by a corresponding Qualifying Certificate, 

3 the amount of tax due prior to rebate shall be deposited with the 

4 Government at the time of filing the income tax return. ] When the 

5 return for the tax which mav be subiect to rebate is accom~anied by 

6 a correspondins Oualifvinq Certificate and a certificate of 

7 com~liance, [Tithe Tax Commissioner of the government of Guam shall 

8 immediately thereafter cause the return to be reviewed and audited, 

9 and if the rebate is found in order, shall cause the amount deposited 

10 to be returned to the taxpayer within one hundred eighty (180) days 

11 from date of [receipt] filing of the income tax return.#! 

12 Section 23. 52421 of Article 4, Chapter 2, Title 12, Guam Code 

13 Annotated is amended to read: 

14 "52421. Tax Redeterminations. In the case of any Beneficiary 

15 who, in accordance with the applicable laws of the territory of Guam, 

16 shall have applied for and been granted a redetermination of tax 

17 liability or taxes payable or in the case of a redetermination of tax 

18 liability made bv the Department of Revenue and Taxation, the amount 

19 of abated or rebated taxes determined for such Beneficiary for the 

20 taxable years affected shall be accordingly adjusted by the Director 

21 of Administration and said Beneficiary shall be required to pay the 

22 balance due said taxable years, if any, together with interest at the 

23 rate [of six percent (6%) 1 currentlv assessed by the qovernment of 

24 Guam per annum from the date the Beneficiary realized the abatement 

25 .or rebate benefit; provided, that said balance due may be offset or 

26 credited against any tax refund due to the Beneficiary." 

27 Section 24. 52424 of Article 4, Chapter 2, Title 12, Guam Code 

28 Annotated is amended to read: 

29 "52424. Fees. Upon the effective date of this Act and until 



modified pursuant . 12 GCA 52425, the f wing fees shall be 

2 assessed against each [corporate] applicant and [corporate] recipient 

of a Qualifying Certificate: 

FILING FEE 

Agriculture, Aquaculture, 

and Mariculture $ 50 

[Watch] Machine Manufacturing [250] 500 

[Other] Home Manufacturing -0- 

Commercial Fishing [50] 150 

Services [250] 750 

[Hotels and Motels 500 

[Other] Tourist Facilities [500] 750 

14 Motels 

15 Under construction 750 

16 In operation 750 

17 Hotels 

18 Under construction 1,000 

19 In o~eration 1,000 

20 Industrial Facilities [500] 750 

ANNUAL SURVEILLANCE 

FEE 

1,000 

$15 per room 

1.000 

$25 per room 

1,000" 

Section 25. 52425 of Article 4, Chapter 2, Title 12, Guam Code 

Annotated is amended to read: 

"$2425. Periodic Adjustment of Fees. The Board is authorized 

to adjust the fees listed in 52424 of this Article on an annual 

basis, at the beginning of each calendar year starting with calendar 

year 19[88]9l, upon demonstration to the Board by the Administrator 

that the cost of performing the services covered by the fees is 

greater than the amount of the fees. Fee changes shall be made 

according to the provisions of the Administrative Adjudication Law." 
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