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The Honorable Don Parkinson
Speaker

Twenty-Third Guam Legislature
Guam Legislature Temporary Building
155 Hesler Street

Agana, Guam 96910

Dear Mr. Speaker:

Enclosed please find a copy of Substitute Bill No. 606 (LS), "AN ACT TO AMEND
§§2801. 2802, 2803, 2804, 2805, 2806, 2807, 2808 AND 2809 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, TO ENCOURAGE THE
DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST FACILITIES, AND THE
CONSTRUCTION OF AFFORDABLE HOUSING; AND TO AMEND §§2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF ARTICLE 4, CHAPTER 2, TITLE 12, GUAM CODE
ANNOTATED, AND TO ADD TO SAID ARTICLE NEW §§2427.6 AND 2428.5 TO
AUTHORIZE THE ISSUANCE OF QUALIFYING CERTIFICATES TO DEVELOPERS OF
AFFORDABLE HOUSING", which I have signed into law today as Public Law

No. 23-135.

This legislation is designed to bring

|

AO&’ NOWLEDGMENT R‘fk L‘
Received By R

Date 1-2-97

!
| oFrie OF THE LEGISLATIVE SEGRETARY |

i ¥

fleets

Cate: ..

fi\i.f ToF

grini

e /f%mw

wed DY A:,/—/f%/f{g 7_.7)/‘/5

PRt s

Tiame

-

Vision 2001 into being by
starting” the construction of new hotels as well as tourist facilitics and

amusements on Guam. At the same time,
incentives are offered to hotel developers
construction of affordable housing on Guam.

Guam's visitor industry is the backbone of our island economy, yet it cannot
expand or diversify without the availability of additional rooms and
amusements. According to analyses made by the Tourism Task Force for
Vision 2001, headed up by Lieutenant Governor Madeleine Z. Bordallo and Mr.
Bob Coe of DFS, Inc., Guam needs 5,600 more hotel rooms to provide for
visitors now interested in spending their vacations on Guam. First class
attractions are also necded for the current visitors, as well as future visitors,
to enhance their holiday enjoyment and interest them in repeat visits to our

through an innovative plan,
the

to provide funds for
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island. Local residents are also enjoying the accommodations and attractions
that are here because of the tourists.

The Guam Economic Development Authority (GEDA) presently provides
rebates of various taxes to developers who qualify, however, special
provisions are necessary to entice responsible hotel developers to invest in
Guam at this time. For a limited period of 2 years, which can be extended for
another 2 years by GEDA if necessary, Substitute Bill No. 606 provides a
rebate of up to 50% of all income tax paid on income derived from the lease of
land, building, or machinery to a developer of a hotel or tourist facility. It also
provides for a rebate of up to 50% of all capital gain income tax paid on
income derived from the sale of land to a developer of a hotel or tourist
facility. The applications for these rebates must be made within the 2 year
time period, however. These tax advantages are temporary, designed to
attract new development.

The most innovative portion of this legislation is the provision allowing
developers of new hotels, at their option, to put up $5 Million each to be used
to develop affordable housing on Guam. The $5 Million contributed by each
hotel developer will be used by GEDA for financing of Guam Housing
Corporation projects. When the housing projects are completed and the units
sold, the money coming in from the sale will be returned to the hotel
developers, interest free, up to the amount of their contribution. The incentive
for a developer of a new hotel to put up $5 Million for affordable housing is
an increase in the tax rebate percentage that is available, from the current
75% rebate on all income taxes paid, to 100% rebate on all income taxes paid.
This contribution of $5 Million is optional, and a developer of a large project
may find this incentive quite advantageous, whereas a small developer may
not. This portion of the legislation basically provides venture capital for
affordable housing.

By devising a partnership of interests between hotel developers and future
Guam home owners, this legislation unites the industry that drives the Guam
economy with the residents of Guam.

A copy has also been delivered to the Office of the Legislative Secretary.

Very truly yours,

Governor of Guam

Attachment

231634
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GOVERNOR OF GUAM
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The Honorable Hope A. Cristobal Recwived By
Acting Legislative Secretary I o
Twenty-Third Guam Legislature lmew_t_/m%

Guam Legislature Temporary Building Date \QMZ\
155 Hesler Street

Agana, Guam 96910

Dear Madame Legislative Secretary:

Enclosed please find a copy of Substitute Bill No. 606 (LS), "AN ACT TO
AMEND §§2801, 2802, 2803, 2804, 2805, 2806, 2807, 2808 AND 2809 OF
ARTICLE 8, CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST FACILITIES,
AND THE CONSTRUCTION OF AFFORDABLE HOUSING; AND TO AMEND
§§2404 SUBITEM 8, 2405.4, 2427.5 AND 2443 OF ARTICLE 4, CHAPTER 2,
TITLE 12, GUAM CODE ANNOTATED, AND TO ADD TO SAID ARTICLE NEW
§82427.6 AND 2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING", which I have
signed into law today as Public Law Neo. 23-135.

A copy has also been delivered to the Office of the Speaker.

Very truly yours,

Governor of Guam

Attachment
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TWENTY-THIRD GUAM LEGISLATURE
1996 (SECOND) Regular Session

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR

This is to certify that Substitute Bill No. 606 (LS), "AN ACT TO AMEND §§2801,
2802, 2803, 2804, 2805, 2806, 2807, 2808 AND 2809 OF ARTICLE 8, CHAPTER 2,
TITLE 12, GUAM CODE ANNOTATED, TO ENCOURAGE THE DEVELOPMENT
OF ADDITIONAL HOTELS AND TOURIST FACILITIES, AND THE
CONSTRUCTION OF AFFORDABLE HOUSING; AND TO AMEND §§2404
SUBITEM 8, 24054, 2427.5 AND 2443 OF ARTICLE 4, CHAPTER 2, TITLE 12,
GUAM CODE ANNOTATED, AND TO ADD TO SAID ARTICLE NEW §§2427.6
AND 2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING CERTIFICATES
TO DEVELOPERS OF AFFORDABLE HOUSING," was on the 12th day of
December, 1996, duly and regularly passed.

Lo 21
DON PARKINSON
Speaker

/
ONNY-EBJAN ORSINI

Sengfor and Acting Legislative Secretary

This Act was rf%eived by the Governor this __ X077 day of L/DQC’ by,
1996, at Nord o'clock M.
# r/
D gl

" Assistant Staff Officer
Governor's Office

APPROVED:

e A

CARL T. C. GUTIERREZ
Governor of Guam

Date: /= /- ? 7
Public Law No. A 5 - / 3 5
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TWENTY-THIRD GUAM LEGISLATURE
1996 (SECOND) Regular Session

Bill No. 606 (LS)
As substituted by the Committee
on Economic-Agricultural Development

Introduced by: J. T. San Agustin

AN ACT TO AMEND §§2801, 2802, 2803, 2804, 2805, 2806,
2807, 2808 AND 2809 OF ARTICLE 8, CHAPTER 2, TITLE
12, GUAM CODE ANNOTATED, TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND
TOURIST FACILITIES, AND THE CONSTRUCTION
OF AFFORDABLE HOUSING; AND TO AMEND §§2404
SUBITEM 8, 2405.4, 2427.5 AND 2443 OF ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED,
AND TO ADD TO SAID ARTICLE NEW §§2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF
QUALIFYING CERTIFICATES TO DEVELOPERS OF
AFFORDABLE HOUSING.

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

Section 1. §2801 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read:

"§2801. Legislative Findings. Additional hotel accommodations and
tourist facilities and services are essential to the further development of
Guam's tourist industry, now the island's principal industry, in view of the
downsizing of the territory's military facilities. Additional hotel
accommodations and tourist facilities will create jobs to take the place of

those lost in such military base closures. The provision of such additional
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accommodations and facilities is declared to be a public purpose. In addition,
substantial funds are needed to "jump start" the provision of affordable
housing for the people of Guam, and the Legislature finds that such funds
might be obtainable from hotel and toAurist facility developers in exchange for
enlarged tax benefits. Accordingly, the enlargement of tax benefits to those
developers which make funds available for affordable housing is declared to
be a public purpose.”

Section 2. §2802 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read:

"§2802. GEDA to promote additional hotels and tourist facilities. The
Corporation shall promote the construction of new hotels, the expansion of
existing hotels, and the construction of tourist facilities for the adequate
accommodation, amusement of, and service to tourists and other visitors to
Guam."

Section 3. §2803 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read as follows:

'§2803. Same: powers and responsibilities. The Corporation is
authorized and empowered to do all things necessary or appropriate to
carry out the purposes of this Article. It is expressly authorized:

(a) Information on tourism. To work with the Guam

Visitors Bureau and other concerned agencies to collect and

disseminate information concerning Guam's tourist industry and

the financial incentives offered by the government of Guam for
the development, operation and ownership of hotels and tourist
facilities in Guam;

(b) Coordination with government agencies. To assist

persons interested in building or expanding hotels or tourist
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facilities in Guam in obtaining information from and coordinating
with government of Guam agencies, public corporations and
Federal agencies represented in Guam;

(¢) Information on financing. To assist those persons
interested in building or expanding hotels or tourist facilities in
Guam in obtaining financing by maintaining and disseminating
information regarding financing available through private and
public sources; and

(d) Feasibility studies. To provide administrative and
financial assistance, on such terms and upon such conditions as
the Board may determine, with respect to the preparation of
feasibility studies relating to specific proposals for the
development or expansion of hotels or tourist facilities in Guam."

Section 4. §2804 of Article 8, Chapter 2, Title 12, Guam Code Annotated
is hereby amended to read as follows:

"§2804. Same: definitions. For purposes of this Article and unless the
context otherwise requires, "Hotel" means a building or buildings containing
not less than two hundred (200) guest rooms held out to the public as a place
where all transient persons, including but not limited to tourists, who come
will be accommodated and entertained as guests for compensation whose
facilities are open to the public as a whole; and "tourist facility” means a
building or buildings whose construction cost is not less than Five Million
Dollars ($5,000,000) offering for compensation, sustenance, entertainment, or
amusement of tourists, other transients, and other members of the public, the
activities of which facility the Board finds beneficial to the development of

Guam's tourist industry."
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Section 5. §2805 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read:

"§2805. Business Privilege and Use Tax exemptions. The proceeds
from any contract for building méterials or supplies, or for labor or
supervision used in the construction of any new hotel or tourist facility in
Guam, or for the expansion of any existing hotel, shall be exempt from the
tax imposed under Subchapter B of the Business Privilege Tax Law; provided,
that (a) the person providing the materials, supplies, labor or supervision has
received a certificate of exemption from the Corporation; and (b) the person
claims the exemption within the following period: Within one (1) year of the
effective date of this Article or when the building permit for the project is
issued, whichever first occurs. The exemptions authorized by this section
shall be for a period not to exceed twenty-four (24) months, extendable, for
cause, by the Board, for an additional period of up to twenty-four (24)
months. The Corporation shall adopt reasonable rules and regulations in
accordance with the Administrative Adjudication Law for the granting of
certificates of exemption in order to ensure that certificates are issued only
with respect to materials, supplies, labor or supervision furnished subsequent
to the effective date of this Article and for the construction of a new hotel or
tourist facility or the expansion of an existing hotel.

The owner of a hotel or tourist facility constructed under a contract, the
proceeds from which have been exempted under this section from the tax
imposed under Subchapter B of the Business Privilege Tax Law, shall be
exempted from the Guam Use Tax Law, with respect to the property used to
construct, furnish and equip the hotel or facility, for a similar period."

Section 6. §2806 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:
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"§2806. Consideration to existing hotels. The Board shall exercise its
powers with respect to this Article so as to promote the construction of new
hotels, the expansion of existing hotels, and the construction of tourist
facilities in an orderly manner and with due regard being given to the
profitability of existing hotels and tourist facilities."

Section 7. §2807 of Article 8, Chapter 2, Title 12, is hereby amended to
read:

'§2807. (a) Tax rebates on certain rental income. A rebate of up to fifty
percent (50%) of all income tax paid to the government of Guam by a
Beneficiary on income derived from the lease of land, buildings, machinery or
equipment to a Beneficiary of a Qualifying Certificate issued for a hotel or
tourist facility covered by the provisions of this Article may be issued for a
period not to exceed five (5) consecutive years from the effective date of a
Qualifying Certificate therefor, and a rebate of up to twenty-five (25%) of
such income tax for a period not to exceed the next five (5) consecutive years;
provided, that an application for such rebate is made within the effective
period(s) of this Article, as set out in §2808, infra.

(b) Income tax rebate on certain capital gains. A rebate of up to fifty
percent (50%) on all capital gain income taxes paid on income derived from
the sale of land or other real property to a developer of a hotel or tourist
facility covered by the provisions of this Article; provided, that an application
of such rebate is made within the effective period(s) of this Article, as set out
in §2808, infra."

Section 8. §2808 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read:

§2808. "Sunset” provision. This Article shall take effect on its approval

by the Governor and shall remain in effect for twenty-four (24) months
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thereafter, at the expiration of which period this Article shall automatically
be deemed repealed; provided, however, that the Board, at its discretion, may
extend the effectiveness of this Article for an additional twenty-four (24)
months by adopting a resolution to s‘uch'effect prior to the expiration of the
first twenty-four (24) month period; and provided further, that any
Qualifying Certificate issued for a period in excess of twenty-four (24) month
periods shall remain in full force and effect until its term expires or it is
cancelled on other grounds. The tax rebate on capital gains authorized by
§2807 of this Article is available for any tax year of the Beneficiary any part of
which falls within the twenty-four (24) month periods in which this Article is
in effect.”

Section 9. §2809 of Article 8, Chapter 2, Title 2, Guam Code Annotated,
is hereby amended to read as follows:

§2809. (a) Increase in benefits to developers who make funds available
for affordable housing. In order to initiate the immediate construction of
affordable housing in Guam, the Board is authorized to recommend to the
Governor and the Governor is authorized to issue a qualifying certificate to
each of those developers of hotels or tourist facilities which qualify therefore
a qualifying certificate with a rebate of up to one hundred percent (100%) of
all income tax paid to the government of Guam by the Beneficiary on income
received from the activities of the hotel or tourist facility identified in the
qualifying certificate, which rebate may be authorized for a period may be
authorized for a period not to exceed twenty (20) consecutive years from the
effective date of the qualifying certificate therefor.

(b) Cash advances by applicants for enlarged benefits. In order to
qualify for the increased percentage of rebate of income tax as authorized by

this §2809, an applicant therefor must agree to advance to the affordable
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housing fund to be established by the Corporation (the "Housing Fund") the
sum of Five Million Dollars ($5,000,000). The applicant shall make such
advance to the Housing Fund contemporaneously with the issuance of the
qualifying certificate by the Governor. Such advance shall be returned to the
applicant without interest, as provided in subparagraph (c), infra. Until such
advance is returned to the Beneficiary, any interest accrued thereon while the
advance is in the Housing Fund shall become the property of the Housing
Fund shall become the property of the Housing Fund.

(c) Housing subdivisions. The Corporation shall establish on its books,
separate and apart from its other funds, the Housing Fund described in
subparagraph (b), supra. Utilizing the monies in the Housing Fund, the
Corporation, working in cooperation with the Guam Housing corporation
("GHC"), shall design and develop affordable housing subdivisions and
tracts, choose contractors therefor, construct affordable homes thereon, and
sell affordable homes so constructed to those buyers qualified by GHC which
shall process the sales applications, prepare for execution the necessary
deeds and mortgages, and disburse any funds made available to it from the
Housing Fund by the Corporation. GHC shall endeavor to obtain permanent
“take out” financing consisting of long-term affordable mortgages on the
homes so constructed by the Corporation, and on the purchase and
assignment of the original mortgages to a permanent mortgagee, GHC shall
return to the Housing Fund such sale proceeds. In turn, the Corporation
shall, within sixty (60) days after receiving the sales proceeds from the
assignment of its mortgages, repay the Beneficiary as much of its Five Million
Dollar ($5,000,000) advance as such repayment permits and shall continue so
reimbursing the Beneficiary until such advance is repaid in full, without

interest.
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(d) Applicability of other provisions of the QC Law. The provisions of
Article 4, Chapter 2, Title 12, Guam Code Annotated, respecting qualifying
certificates shall apply to the qualifying certificates issued under this §2809,
except with respect to the maximufn percentage of rebate of income tax
permitted. A Beneficiary may be a Subchapter "S" corporation, trust or
partnership and it must otherwise comply with the requirements of that
article with respect to the filing of applications and the publication of notice.
A hotel or tourist facility developer who would qualify for assistance under
the other provisions of this Article 8 can, with respect to a rebate of its income
tax, either agree to advance Five Million Dollars ($5,000,000) and obtain a
maximum of one hundred percent (100%) rebate for a maximum of twenty
(20) years, or not make any such advance, and receive maximum rebate of
seventy-five percent (75%) for a maximum period of twenty (20) years.

(e) Affordable housing program. The Corporation shall, to the extent
feasible, achieve economies of scale in its affordable housing development, by
utilizing as few contractors, architects and engineers as possible, by using the
minimum number of designs for two-bedroom, three-bedroom and four-
bedroom homes, and by utilizing modern modular construction techniques so
as both to speed the construction and lower its cost."

Section 10. Legislative findings and intent. The Legislature finds that
despite the burgeoning Guam economy, or perhaps because of the inflation
brought about by such an active economy, all too many local residents are
unable to affirm safe, sanitary and decent housing, and the dearth of
affordable single-family homes is threatening the fulfillment by many
residents of the "American Dream" — a home of their own. The Legislature
further finds that the action taken in the past to encourage various

enterprises to invest in Guam by issuing them Qualifying Tax Certificates
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("QCs") has worked out quite beneficially for the territory, there being
hundreds of jobs and new enterprises in Guam that would not be here were it
not for this QC program. The Legislature, therefore, in view of the foregoing
tindings, declares that the intention of the next two sections of this act is to
encourage developers to construct affordable housing in Guam by issuing
them QCs pursuant to the GEDA Law.

Section 11. Amendments to GEDA Law. (a) §2404 of Article 4,
Chapter 2, Title 12, Guam Code Annotated, is hereby amended by amending
subitem 8 thereof to read as follows:

"8. Improvement of real property by constructing and selling
affordable housing thereon, and for other purposes which are specifically
determined by the Authority to be beneficial, desirable, and necessary for the
economic development of Guam;"

(b) §2405.4 of Article 4, Chapter 2, Title 12, Guam Code Annotated, is
hereby amended to read as follows: ‘

"§2405.4. Affordable housing and needed facilities. Creation of
affordable housing or other vitally needed facilities; or"

| (c) §2443 of Article 4, Chapter 2, Title 12, Guam Code Annotated, is
hereby amended by inserting a new line entitled "Construction of affordable
housing " to read as follows:

"Construction of affordable housing $750.00  $1,000.00."

Section 12. Additions to GEDA Law.

(c) New §2427.6 is hereby added to Article 4, Chapter 2, Title 12, Guam
Code Annotated, to read as follows:

"§2427.6. Development of affordable housing. All taxes levied 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 twenty (20) years from
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the effective date of the Qualifying Certificate therefor, for those gross
receipts derived from the construction of affordable housing; provided, that a
Qualifying Certificate for such a tax abatement is granted pursuant to the
provisions of this subsection. The Beﬁeficiary may be a developer, contractor
or subcontractor or a combination of two (2) or more thereof so long as all the
receipts the subject of the abatement are derived from the construction of no
less than twenty-five (25) affordable housing units, as "affordable housing" is
defined by the Authority."

(b) New §2428.5 is hereby added to Article 4, Chapter 2, Title 12, Guam
Code Annotated, to read as follows:

"§2428.5. One hundred percent rebate on income from constructing
affordable housing. A rebate of one hundred percent (100%) of all income tax
paid to the government of Guam by a Beneficiary on income received from
the construction of affordable housing in Guam may be issued for a period
not to exceed twenty (20) consecutive years from the effective date of a
Qualifying Certificate therefor. The Beneficiary may be a developer,
contractor or subcontractor or a combination of two (2) or more thereof so
lohg as all the income the subject of the rebate is derived from the
construction of no less than twenty-five (25) affordable housing units, as
"affordable housing" is defined by the Authority."

Section 13. Severability. If any of the provisions of this act, or the
application thereof to any person or circumstance, is held invalid, such
invalidity shall not affect any other provision or application of this act which
can be given effect without the invalid provision or application, and to this

end the provisions of this act are severable.

10
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Bill No. __é'i;@;‘f
Resolution No.

Question:

VOTING SHEET

Date:
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NAME

NOT

ADA, Thomas C.

AGUON, John P,

BARRETT-ANDERSON, Elizabeth |

BLAZ, Anthony C.

j e—

BROWN, Joanne S.

v

CAMACHO, Felix P.

CHARFAUROS, Mark C

CRISTOBAL, Hope A.

FORBES, MARK

LAMORENA, Alberto C., V

LEON GUERRERO, Carlotta

LEON GUERRERO, Lou

NELSON, Ted S.

ORSIN!, Sonny L.

PANGELINAN, Vicente C

PARKINSON, Don

SAN AGUSTIN, Joe T.

SANTOS, Angel L. G.

SANTOS, Francis E.

UNPINGCO, Antonio R.

WONPAT-BORJA, Judith

TOTAL

CERTIFIED TRUE AND CORRECT:
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Recording Secretary
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““Committee on Economic"Agricultural
Development and Insurance
TWENTY-THIRD GUAM LEGISLATURE
TN : 424 W. O'Brien Dr., Julale Shopping Center, Suite #218
A VA GYg Agafia, Guam 96910

Tel: (671) 477-8527/3120 + Fax: {671) 477-5570

SENATOR JOE T. SAN AGUSTIN (D)

CrARMAR September 10, 1996

The Honorable Don Parkinson
Speaker

Twenty-Third Guam Legislature
Suite 222, Julale Shopping Center
424 W. O’Brien Drive

Agana, Guam 96910

Dear Mr. Speaker:

The Committee on Economic-Agricultural Development and Insurance
to which was referred Bill No. 606, has had the same under consideration and
now wishes to report back Bill No. 606 as substituted by the Committee on
Economic-Agricultural Development & Insurance with the recommendation
to do Pass.

The Committee votes are as follows:

To Do Pass 9

Not To Pass Sl
Abstain '
Inactive File —_

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

Sincerely yours,

f“/\\’é

enclosures



Committee on Economic-Agriltural

Development and Insurance
Twenty-Third Guam Legislature
Senator Joe T. San Agustin, Chairman

VOTE SHEET

BILL NO: 606
(As substituted by the Committee on
Economic-Agricultural Development & Insurance)

“AN ACT TO AMEND SUBSECTION 2801, 2802, 2803, 2804,
2805, 2806, 2807, 2808 AND 2809 OF ARTICLE 8, CHAPTER 2,
TITLE 12, GUAM CODE ANNOTATED, TO ENCOURAGE THE
DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES, AND THE CONSTRUCTION OF AFFORDABLE
HOUSING; AND TO AMEND SUBSECTION 2404, SUBITEM 8, 2405.4,
2427.5 AND 2443 OF ARTICLE 4, CHAPTER 2, TITLE 12,
GUAM CODE ANNOTATED, AND TO ADD TO SAID
ARTICLE NEW SUBSECTION 2427.6 AND 2428.5 TO
AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF

AFFORDABLE HOUSING.”
To Do Not To Inactive

2.

3.

Conzﬁi?tee Members Pass Pass Abstain File

a Agustin Chairman

W il
g:na r UJan Orsini, Vice-Chairman
/ /

Sena vJoth uon, Me

Senato thox}y C. Bfaz, Member
Sena Feth Camacho, Member




«* VOTE SHEET ON BILL NO. 006
AS SUBSTITUTED BY THE COMMITTEE ON ECONOMIC-AGRICULTURAL DEVELOPMENT &

INSURANCE

PAGE 2

To Do Not To Inactive

Committee Members Pass Abstain File

Y

S

Pass
- atorMark f6rbes, Member —‘Z
/

o

~

Senator Carfotta Leon Guerrero, Member

8. e

SenatefVicente C. Pangelinan, Member

Speaker Don Parkinson, Member
10.

|
Ser%@ge .G. Sangds, Member
11.

Senatel Francis E. Santos, Member

<
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TWENTY-THIRD GUAM LEGISLATURE

1996 (SECOND) REGULAR SESSION

Bill No. 606
As substituted by the Committee
on Economic-Agricultural Development

Introduced by: J.T. San Agustin

L.P. Aguon
F.E. Santos

A.C. Blaz
AN ACT TO AMEND §8§2801, 2802, 2803, 2804, 2805, 2806, 2807,

2808 AND 2809 OF ARTICLE 8, CHAPTER 2, TITLE 12, GUAM
CODE ANNOTATED, TO ENCOURAGE THE DEVELOPMENT
OF ADDITIONAL HOTELS AND TOURIST FACILITIES, AND
THE CONSTRUCTION OF AFFORDABLE HOUSING; AND TO
AMEND §§2404 SUBITEM 8, 24054, 2427.5 AND 2443 OF
ARTICLE 4, CHAPTER 2, TITLE 12, GUAM CODE
ANNOTATED, AND TO ADD TO SAID ARTICLE NEW
£82427.6 AND 24285 TO AUTHORIZE THE ISSUANCE OF
QUALIFYING CERTIFICATES TO DEVELOPERS OF
AFFORDABLE HOUSING.

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:
Section 1.  §2801 of Article 8, Chapter 2, Title 12, Guam Code Annotated, is

hereby amended to read:

“§2801. Legislative findings. -Adeguate-hotel-accommodations,
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is-declared-te-be-a-publicpurpese. Additional hotel accommodations
and fourist facilities and services are essential to the further
development of Guam’s tourist industry, now the island’s principal

industry, in view of the downsizing of the territ mili facilities.

Additional hotel accommodations and tourist facilities will create jobs

to take t ace of those lost i ilitary ba losures. The

fo be ublic . In addition, substant s are needed t
start” the provision of usi O e of
uvam, and the islature finds f su unds might inable

from hotel and tourist facility developers in nge for enlarged tax

benefits. Accordingly, the enlargement of tax benefits to those
evel whi e s available fo a housing i
to ublic pu, A

Section 2. §2802 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:

“g2802. GEDA to Ppromote Hetel-Development additional

kotels and fourist facilities. The Corporation shall promote the

construction and-operation-ofne hotels-and-the-expansion-of-eastng
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the expansion of existing hotels, and the construction of tourist
facilities for the adeguate accommodation, amusement of, and service

”

to, tourists and other visitors uam.

Section 3. §2803 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read as follows:
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authorized and empowered to do all things necessary or appropriate to

ut the ses of this icle. Iti r authorized.
a [ (S wWor i
Guam Visitors Bureau and other concerned agencies to collect and
disseminate information concernin ' ist i and the

financial incentives offered by the government of Guam for the
development, operation and ownership of hotels and tourist facilities

-

in Guam;

with government of Guam agencies, public corporations and Federal

agencies represented in Guam;

C n ti n_fin ing. To assist th
persons interested in buildin expandin s ourist facilities
in Guam in obfaining financing by maintaining and disseminating

information regarding financing available through private and public

sources: and

7IR20
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() _ Feasibili udies. To provid inistrative
and financial assistance, on such terms and upon such conditions as
the Board may determine, with respect to the preparation of feasibility

tudies relatine to specific pr als for the develo nt or expansi

rr
.

of or tourist facilities i

Section 4. §2804 of Article 8, Chapter 2, Title 12, Guam Code

Annotated is hereby amended to read as follows:

“§2804. -Government—Land for-Development-of Tourist

this Article and unless the context otherwise requires, “Hotel” means a
building or buildings containing not less than_two hundred (200) guest

rooms held out to the public as a place where all transient persons,
including but not limited to tourists, who e will be accommodated
and entertained as guests for compensation whose facilities are open to
the public as a whole; and “tourist facility” means a building or

buildings whose construction cost is not less than Five Million Doll

($3.000.000) offering for compensation, sustenance, entertainment, or
amusement of tourists, other transients, and other members of the
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public, the activities of which facility the Board finds beneficial to the

development of Guam’s tourist industry.”

Section 5. §2805 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read:

M@M—mwmm_pm
from any contract for building materials or supplies, or for labor or

su ision u in the constructio new hotel or tourist facili

in Gu fo ansion o existi 1, shall

from the fax imposed under Subchapter B of the Business Privilege Tax
w; 1 that (a) the person viding the materials ies

labor or supervision has received a_certificate of exemption from the

Corporation: and (b) the person claims the exempti ithin ¢

followin eriod: Within one (1) vear of the effective date of this

Article or when the building permit for the gro]ect is _issued,

whichever first occurs. e _exemptions auth t n
shall be for a period not to exceed twenty-four (24) months, extendable,

for cause, by the Board, for an additional period of up to twenty-four

(24) months. The Corpdration shall adopt reasonable rules and

regulations in accordance with the Administrative Adjudication Law

for _the granting of certificates of exemption in order to ensure that
certificates are issued only with respect to materials, supplies, labor or
supervision furnished subsequent to the effective date of this Article
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and for the consfruction of a new hotel or tourist facility or the

expansion of an existing hotel.

The owner of a hotel or fourist facility constructed under a

confract, the proceeds from which have been exempted under this

section from the tax imposed under Subchapter B of the Business

Privilege Tax Law, shall be exempted from the Guam Ulse Tax Law,

with respect to the propertv used to construct, furnish and equip the

hotel or facility, for a similar period.”

Section 6. §2806 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:
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was-made._Consideration to existing hotels. The Board shall exercise
its powers with respect to this Arficle so as to promote the construction
of new hotels, the expansion of existing hotels, and the construction of
new hotels, the construction of tourist faciliies in an orderly manner

and with due regard being given to the profitability of existing hotels
and tourist facilities.”

Section 7. §2807 of Article 8, Chapter 2, Title 12, is hereby amended to

read:
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cerfain rental income. A rebate of up to fifty percent (50%) of all

income tax paid to the governunent of Guam by a Beneficiary on
income derived from the lease of land, buildings. machinerv or
equipment to a Beneficiary of a Qualifving Certificate issued for a hotel
or tourist facility covered by the provisions of this Article may be
issued for a period not to exceed five (5) consecutive years from the
effective date of a Qualifying Certificate therefor, and a rebate of up to
twenty-five percent (25%) of such income tax for a period not to exceed
the next five (5) consecutive vears: provided, that an application for
such rebate is made within the effective period(s) of this Article, as set

(b) Income tax rebate on cerfain capital gains. A rebate
of up to fifty percent (50%) on all capital gain income taxes paid on
income derived from the sale of land or other real property to a

dev f a hotel or tourist facility covered by the provisions of this
Article: provpi hat an application of such re is m ithin the
effective 10d(s) of this icle set out i infra.”

Section 8. §2808 of Article, Chapter 2, Title 12, Guam Code Annotated,

is hereby amended to read:

a a

-

- - 1 v ows o ey k= -
a ]

§2508. Business-Privilege-Tax-Exempion—The-procceds—from
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eens#&et—-—é&;—ms%ané—equ—the-{aék&, i i it “Sunset” iSion. 1$
Article shall take effect on its approval by the Governor and shall

remain in effect for twenty-four (24) months thereafter, at the

expiration of which period this Arficle shall automatically be deemed
repealed: provided, however, that the Board, at its discretion, may

extend the effectiveness of this Article for an additional twenty-four

(24) months by adopting a resolution to such effect prior to the

expiration of the first fwenty-four (24) month period: and provided

er, that an ualifying Certificate issued for a period in excess

12
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twenty-four (24) month periods shall remain in full force and effect

until its term expires or it is cancelled on other grounds. The tax rebate
on capital gains authorized by 82807 of this Article is available for any
tax year of the Beneficiary any part of which falls within the twenty-
four (24) month periods in which this Article is in effect.”

Section 9. §2809 of Article 8, Chapter 2, Title 2, Guam Code Annotated, is

hereby amended to read as follows:

avai ine. In or initiate the immedia

construction of affordable housing in Guam, the Board is authorized to

recommend to the Governor and the Governor is authorized to issue a

13
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ifying certificate to each of those developers of hotels or tourist

facilities which qualify therefore a qualifying certificate with a rebate of

up to one hundred percent (100%) of all income tax paid to the

government of Guam by the Beneficiary on income received from the
activities of the hotel or tourist facility identified in_the qualifying

cerfificate, which rebate ma authorized for a iod not to

twenty (20) consecutive years from the effective date of the qualifying
certificate therefor.

[1s), Cash advances by applicants for enlgrged
benefits. In order to qualify for the increased percentage of re
income tax as authorized by this §2809, an applicant therefor must

agree to advance to the affordable housing fund to be established by the

Corporatio e “Housing Fund”) the sum of Five Milli ars

($5,000,000). The applicant shall make such advance to the Housing

Fund contemporaneously with the issuance of the qualifying certificate

by _the Governor. Such advance shall be r §

without interest, as provided in subparagraph (c). infrg. Untl such

dv is re ed to the Benefici any_interest a £

while the advance is in the Housing Fund shall become the property of
the Housing Fund.
@ Housing subdivisions. The Corporation shall

establish on its books separate a om i her fun

Housing Fund described in subparagraph (b), supra. Utilizing the
monies in the Housing Fund, the Corporation, workin g in cooperation
with the Guam Housing Corporation (“GHC”), shall design and

develop affordable housing subdivisi and tra ¢ contracto

14
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therefor, construct affordable homes thereon, and sell affordable homes
so constructed to those buyers ified by GHC which o e
sales applications, prepare for execution the necessary deeds and
mortgages, and disburse any funds made available to it from the
Housing Fund by the Corporation. GHC shall endeavor to obtain
permanent “take out” financing consisting of long-ferm affordable
mortgages on the homes so constructed by the Corporation, and on the
purchase and assignment of the original mortgages to a_permanent

m agee C T ousi d S roceeds.

In turn, the Corporation shall, within sixty (60} days after receiving the
sales proceeds from the assignment of its mortgages, repay_the
Beneficiary as much of its Five Million Dollar ($5,000,000) advance as
such repayment permits and shall continue so reimbursing the

efici until such advance is repaid in with inter
g Amlicabili
rovisions of icle 4, C ter tle 12
Annotated, respecting qualifying certificates shall apply to the
ualifying certificates issued under this §2809, except wi {o

maxamum percentage of rebate of income fax permitted. A Beneficiary
may be a Subchapter “S” corporation, trust or partnership and it must

otherwise comply with the requirements of that article with respect to

the filing of applications and th blication_of notice. ote.

tourist facility developer who would qualify for assistance under the
other provisions of this Article 8 can. with respect to a rebate of its
income tax, either agree to advance Five Million Dollars ($5,000,000)
and obtain a maximum of one hundred percent (100%) rebate for a

15
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maxim of twen 2 ears, or not make any such a ce, and

receive a maximum rebate of seventy-five percent (75%) for a

maximum period of twenty (20) years.

(&) Affordable housing program. The Corporation
shall, to the extent feasible, achieve economies of scale in its affordable
housing development, by utilizing as few contractors, architects and

engineers as possible by using the minimum number of designs for

two-bedroom, three-bedroom and four-bedroom homes, and by
utilizing modern modular construction technigues so as both {0 speed

the construction and lower its cost.”

Section 10. Legislative findings and intent. The Legislature finds that
despite the burgeoning Guam economy, or perhaps because of the inflation brought
about by such an active economy, all too many local residents are unable to affirm safe,
sanitary and decent housing, and the dearth of affordable single-family homes is
threatening the fulfillment by many residents of the “American Dream”—a home of
their own. The Legislature further finds that the action taken in the past to encourage
various enterprises to invest in Guam by issuing them Qualifying Tax Certificates
(“QCs”) has worked out quite beneficially for the territory, there being hundreds of jobs
and new enterprises in Guam that would not be here were it not for this QC program.
The Legislature therefore, in view of the foregoing findings, declares that the intention of
the next two sections of this act is to encourage developers to construct affordable
housing in Guam by issuing them QCs pursuant to the GEDA Law.

Section 11. Amendments to GEDA Law. {(a) §2404 of Article 4, Chapter 2,
Title 12, Guam Code Annotated, is hereby amended by amending subitem 8 thereof to

read as follows:

16
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“8. Improvement of real property for by constructing and
selling affordable housing thereon, and for other purposes

which are specifically determined by the Authority to be

beneficial, desirable, and necessary for the economic

development of Guam;”

(b)  §2405.4 of Article 4, Chapter 2, Title 12, Guam Code
Annotated, is hereby amended to read as follows:

“§2405.4. Affordable housing and N-needed facilities.

Creation of affordable housing or other vitally needed facilities;
or”

(€) §2443 of Article 4, Chapter 2, Title 12, Guam Code Annotated,
is hereby amended by inserting a new line entitled “Construction of affordable housing”

to read as follows:

“Construction of affordable houging $750.00 $1.000.00.”

Section 12. Additions to GEDA Law.
(2) New §2427.6 is hereby added to Article 4, Chapter 2, Title 12,
Guam Code Annotated, o read as follows:

“§2427.6.  Development of affordable housing. All
taxes levied by virtue of Article 2, Chapter 26, Title 11, Guam
Code Annotated, known as gross receipts taxes, shall be abated

17
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for a period up to twenty (20) years from the effective date of the
Qualifying Certificate therefor, for those gross receipts derived
from the construction of affordable housing; provided, that a
Qualifying Certificate for such a tax abatement is granted
pursuant to the provisions of this subsection. The Beneficiary
may be a developer, contractor or subcontractor or a combination
of two (2) or more thereof so long as all the receipts the subject of
the abatement are derived from the construction of no less than
twenty-five (25) affordable housing units, as “affordable

housing” is defined by the Authority.”

(b)  New §2428.5 is hereby added to Artidle 4, Chapter 2, Title

12, Guam Code Annotated, to read as follows:

“§2428.5. One hundred percent rebate on income from
constructing affordable housing. A rebate of one hundred
percent (100%) of all income tax paid to the government of
Guam by a Beneficiary on income received from the
construction of affordable housing in Guam may be issued for a
period not fo exceed twenty (20) consecutive years from the
effective date of a Qualifying Certificate therefor. The
Beneficiary may be a developer, contractor or subcontractor or a
combination of two (2) or more thereof so long as all the income
the subject of the rebate is derived from the construction of no
less than twenty-five (25) affordable housing units, as “affordable
housing” is defined by the Authority.”

18

FPAGE

18720



JUL-85-96 15:12 FROM:GAYLE & TEKER ID:472 26801 PAGE 20/20

Section 13. Severability. If any of the provisions of this act, or the
application thereof to any person or circumstance, is held invalid, such invalidity shall
not affect any other provision or application of this act which can be given effect without

the invalid provision or application, and to this end the provisions of this act are

severable.

GLOB:30655 64

19



TWENTY-THIRD GUAM LEGISLATURE Hntr - nreed

1996 (SECOND) REGULAR SESSION LAP\RI_? 1996

Biu No. £ C& (LS)

Introduced by: ; . San Agustmgk/

‘,‘/
AN ACT TO AMEND §§2801, 2802, 2803, 2804, 2805, 2806, 2807%"‘/\

AND 2808 OF ARTICLE 8, CHAPTER 2, TITLE 12, GUAM CODE
ANNOTATED, AND TO REPEAL §2809 OF SAID ARTICLE TO
ENCOURAGE THE DEVELOPMENT OF ADDITIONAL HOTELS
AND TOURIST FACILITIES; AND TO AMEND §§2404
SUBITEM 8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE ¢4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO SAID ARTICLE NEW §§2427.6 AND 2428.5 TO
AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:
Section 1.  §2801 of Article 8, Chapter 2, Title 12, Guam Code Annotated, is

hereby amended to read:

“§2801. Legislative findings. -Adegquate-hotel-accommeodations;
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an ur facilities an r ial h rther

Additional hotel accommodati an urist facilities will ate jo

to take the place of those lost in such military base closures. The

provision of such additional accommodations and facilities is declared
to be a public purpose.” '

Section 2. §2802 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:

”§2802. GEDA to Ppromote Hote-l—Developm-é&ta_ddj_t_imml
hotels end tourist facilities. The Corporation shall promote the
construction &nd—eperaﬁoa—e%w—kxe%els—as&d—ﬂa&expaﬁaea—ef—eeas&&g
accommodation-ef-tourist-and-other—visitors-in-Guam: of new hotels,
he expansion of existing hotels, and the construction of touri

facilities for the adeguate accommodation, amusement of, and service

”

t urists and other visitors uam.

Section 3. §2803 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read as follows:

“2803. Samer—Poivers—and—Respensibilities—Relative—to-Hotel
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which-it-makes-or—guarantees—Fhe—fee-shall-net-exceed—two—pereent

Q%Fe#@he—gme&&t—ef—the%aHhe—fee—shaﬁ—be—used—by—bhe
- . ] .  his Asticle Nol leor -

i ] l ; - l l] ] ‘e i I] . )
Cerporation. Same: powers and responsibilities. The Corporation is



authorized an ower ’ 1 thi ia

ut the pu f this Article. Iti 1 ized.
(a) Infdrmation on tourism. To collect and

isseminate information concerni uam’ ist i a h

financial incentive ffer h vernment of Guam for th

development, operation and ownershi f hotels an urist faciliti

in Gua

(®)  Coordinagtion with gopernment agencies. To
assist persons interested in building or expandin r_touri
facilities in Guam in obtaining informati rdinati
with government of Guam agenci ubli rati and Federal

agencies represented in Guam;
(00 Information on financing. To assist those

T n. inter in building or expandin ist faciliti
in Guam in obtaining financin maintaining a i inatin
information regarding financing available th h _private and publi

urces: an ‘

(d) _ Feasibility studies. To provide administrative
and financial assistance, on such terms and upon such conditions a

he Board mav determine, with res o th arati asibili

studies relating to specific proposals for thg development or expansion
of hotels or tourist facilities in Guam.”

Section 4. §2804 of Article 8, Chapter 2, Title 12, Guam Code

Annotated is hereby amended to read as follows:

“§2804. -Gevernment—Land—for—Development—of—Tourist



this Article and unless the context otherwise requires, “Hotel” means a
uilding or buildin ntainin han T

rooms hel u the public a la h i r

including but not limited to tourists, who come will be accommodated

and entertained as guests for compensation whose facilities are open to
the public as a whole; and “tourist facility” means a building or

buildings whose construction cost is not less than Five Million Dollars
($5,000,000) offering for compensation, sustenance, entertainment, or
amusement of tourists, other transients, and other members of the
public, the activities of which facility the Board finds beneficial to mg‘:
development of Guam’s tourist industry.” ‘

Section 5. §2805 of Article 8, Chapter 2, Title 12, Guam Code

 Annotated, is hereby amended to read:

from any contract for building materials or supplies, or for labor or




e

in Guam, or for the expansion of any existing hotel shall be exempt
from the tax imposed under Subchapter B of the Business Privilege Tax

Law: 1 hat (a) th idin ateria uppli
labor or supervision has received a certificate of exemption from the
rporation: and the person claim X ion within th

following period: Within one (1) vear of the effective date of this
Article or when the 'builguing permit for the project is issued,
whichever first occurs. The exemptions authorized by this section
shall be for a period not to exceed twentyv-four (24) months, extendable,
r cau he Board, for an a "‘na i -
(24) months. The Corporation shall adopt reasonable rules and
regulations in accordance with the Administrative Adjudication Law
for the granting of certificates of gxgmgg'gn in order to ensure that
certificates are issued only with respect to materials, §u‘pplig§, labor or
supervision furnished subseguent to the effective date of this Article
and for the construction of a new hotel or tourist facility or ghg‘:
expansion of an existing hotel. .

The owner of a hotel or tourist facili onstru under a

ontra he proceeds from which have been exempt under thi

section from the tax imposed under Subchapter B _of the Business
Privilege Tax Law, shall be exempted from the Guam Use Tax Law,

with respect to the propertv used t nstru rnish and equip th

hotel or facility, for a similar period.”

Section 6. §2806 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:



was-made: 1 1 isti . _The Board shall exerci



i wers with respect to this Articl I j
f new hotels, the expansion of existing hot a h jon of

new hotels, the construction of tourist facilities in a rderlv_ manner

Section 7. §2807 of Article 8, Chapter 2, Title 12, is hereby amended to

read:

“§2807. Appropriation——There—is—apprepriated—to—the

income tax paid he government of Guam Beneficiar

income derived from the lease of land, buildin machiner r

uipment to a Beneficiary of a Qualifvin rtificate issued for a hotel
or_tourist faglhty covered by the provisions of this Article may be .
ued for a not t n iv from

effective date of a Qualifying Qgrg"ﬁ;gj;g therefor, and a rebate of up to

twenty-five percent (25%) of such income tax for a period not to exceed

10
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he next fiv consecutiv ars: 1 hat an application for

such rebate is made within the effective period(s) of this Article as set

out in §2808, infra.
— . (b) Income tax rebate on certain capital gains. A rebate
fu fift rcent (50% all capital gain in ax aid on
incom rived from the sale of land or other real
loper of a hotel or tourist facili ver. rovisions of thi
rticle: [ hat an application uch i wi in

”
.

ffectiv riod f this Article, as set out in §2

Section 8. §2808 of Article, Chapter 2, Title 12, Guam Code Annotated,

is hereby amended to read:

§2808. Business-Privilege-—Tax-Exemption—The-proceeds—from
o Buildi ol Lies, Corlal
%M—M&WWW
£ae&+&es—m—€u—am—e;—£e¥-+he—e*paaaea—ef—aay—emhag—hetel—and
feleteé—ﬁae&mes—shall—b&—e*empb—#em—the—tax—ﬁ-pesed—&aéef
Subel B of the Busi Privilece Tax] ided(a)-4
+ dingt] ials, iosla} cion ived




. ol 1 o thefacilite, # ”
Article shall take effect on its approval by the Governor and shall
remain_in effect for twenty-four (24) months thereafter, at the
expiration of which period this Article shall automatically be deemed

r aled: however, that the Board. at i i ion a

xtend the effectiven f thi icle for a itiona -f

(24) months by adopting a resolution to such effect prior to the
expiration of the first twenty-four (24) month pg;;_’gg;’ and provided
further, that any Qualifying Certificate issued for a period in excess of

nty-four (24) month periods shall remain in full for ff :‘»
until its term expires or it is cancelled on other grounds. The tax ggbg:g:
on capital gains authorized by §2807 of this Article is available for any
tax year of the Beneficiary any part of which falls within the twenty-

four (24) month peri in which thi i is in i

Section 9. §2809 of Article 8, Chapter 2, Title 2, Guam Code Annotated,

is hereby repealed. :
Section 10. Legislative findings and intent. “The Legislature finds that

despite the burgeoning Guam economy, or perhaps because of the inflation brought

about by such an active economy, all too many local residents are unable to affirm safe,

12



| safﬁtary and decent housing, and the dearth of affordable single-family homes is
threatening the fulfillment by many residents of the “American Dream”—a home of
their own. The Legislature further finds that the.action' faken in the past to encourage
various enterprises to invest in Guam by issuing them Qualifying Tax Certificates
(“QCs”) has worked out quite beneficially for the territory, there being hundreds of jobs
and new enterprises in Guam that would not be here were it not for this QC program.
The Legislature therefore, in view of the foregoing findings, declares that the intention of
the next two sections of this act is to encourage developers to construct affordable
housing in Guam by issuing them QCs pursuant to the GEDA Law.

Section 11. Amendments to GEDA Law. (a) §2404 of Article 4, Chapter 2,

Title 12, Guam Code Annotated, is hereby amended by amending subitem 8 thereof to

read as follows:

“8. Improvement of real property for by constructing and
selling affordable housing thereon, and for other purposes

which are 'specificaily determined by the Authority to be
beneficial, desirable, and necessary for the economic

development of Guam;”

(b) §2405.4 of Article 4, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read as follows:

“§2405.4. Affordable housing and Nneeded facilities.
Creation of affordable housing or other vitally needed facilities;

4

or
(c) §2443 of Article 4, Chapter 2, Title 12, Guam Code Annotated,

13



' " is hereby amended by inser a new line entitled ”Cons‘ H&Y of affordable housing”

to read as follows:

“Construction of affordable housing $750.00 $1.000.00.”

Section 12. Additions to GEDA Law.
(a) New §2427.6 is hereby added to Article 4, Chapter 2, Title 12,

Guam Code Annotated, to read as follows:

“§2427.6. Development of affordable housing. All
taxes levied 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 twenty (20) years from the effective date of the
Qualifying Certificate therefor, for those gross receipts derived
from the construction of affordable housing; pravided,' that a
Qualifying Certificate for such a tax abafement is granted
pui'suant to the provisions of this subsection. The Beneficiary
may be a developer, contractor or subcontractor or a combination
of two (2) or more thereof so long as all the receipts the subject of
the abatement are derived from the construction of no less than
twenty-five »(25) affordable housing units, as “affordable

housing” is defined by the Authority.”

(b) New §2428.5 is hereby added to Article 4, Chapter 2, Title

12, Guam Code Annotated, to read as follows:

“§2428.5. One hundred percent rebate on income from

14



b hundred

constructing aff®rdable housing. A rebate of &

percent (100%) of all income tax paid to the government of
Guam by a Beneficiary on income received from the
construction of affordable housing in Guam may be issued for a
period not to exceed twenty (20) consecutive years from the
effective date of a Qualifying Certificate therefor. The
Beneficiary may be a developer, contractor or subcontractbr ora
combination of two (2) or more thereof so long as all the income
the subject of the rebate is derived from the construction of no
less than twenty-five; (25) affordable housing units, as “affordable
housing” is defined by the Authority.”

Section 13. Severability. If any of the provisions of this act, or the
application thereof to any person or circumstance, is held invalid, such invalidity shall
not affect any other provision or application of this act which can be given effect without

the invalid provision or application, and to this end the provisions of this act are

severable.

GLO3:30655-64
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Committee Report On Bill 606

Committee On Economic - Agricultural
Development and Insurance
Twenty-Third Guam Legislature
424 W. O’Brien Dr., Julale Shopping Center,
Suite #218

Committee Members :
Chairman: Joe T. San Agustin
Vice Chairman: Sonny L. Orsini

John P. Aguon Vicente C. Pangelinan
Anthony C. Blaz Lou Leon Guerrero
Mark Forbes Francis E. Santos
Angel L. G. Santos Carlotta Leon Guerrero

Don Parkinson
. BACKGROUND

BILL 606. AN ACT TO AMEND SUBSECTION 2801, 2802, 2803, 2804,
2805, 2806, 2807, AND 2808 OF ARTICLE 8, CHAPTER 2, TITLE 12,
GUAM CODE ANNOTATED, AND TO REPEAL SECTION 2809 OF ARTICLE
8, TO ENCOURAGE THE DEVELOPMENT OF ADDITIONAL HOTELS AND
TOURIST FACILITIES; AND TO AMEND SUBSECTION 2404 SUBITEM 8,
2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4, CHAPTER 2, TITLE 12,
GUAM CODE ANNOTATED, AND TO ADD TO SAID ARTICLE NEW
SUBSECTION 2427.6 AND 2428.5 TO AUTHORIZE THE ISSUANCE OF
QUALIFYING CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.

Bill 606 consist of two parts. (1) Hotel Development, and (2) Affordable
Housing. These two parts are with respects to granting Qualifying Certificates to
stimulate the needs for Hotels and Affordable Low Cost Housing. The Intention is
to incite development within a short time frame. Right now, prices are too high.
The Guam Economic Development Authority becomes the mechanism to monitor
the two parts, but both talk about basic rebates. The purpose of this legislation is
to encourage the development of additional hotel and tourist facilities, and using
tax benefits generated by those accomodations available for the constuction of
affordable housing. To achieve this, the Bill authorizes Qualifying Certificates to
developers of affordable housing.

The ripple effect of these additional hotel accommodations and tourist
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facilities is the creation of new jobs which will take the place of job loses being
experienced by our downsizing economy.

As stated in the Bills section by section analysis, almost all sections of Bill
606 are amendments to existing provisions of the current GEDA law. The authors
of the Bill recommend to amend said sections rather than to repeal and re-enact
them, in keeping with the Ramsey vs. Chaco, 9th Circuit Court Ruling.

This legislation is not intended to negatively impact existing tourist hotels or
tourist facilities. The notion by the Committe is that not enough hotel rooms exist
on Guam and there are not enough recreational resources being used or created
for our island tourist to experience.

As summarized in Bill 606’s section by section analysis, this legislation as
substituted by the Committee," is a unique attempt to blend attracting hotel and
tourist developers with the need to provide funds for affordable housing™. The
intent of the authors is to persuade new hotels and tourist facilities to invest in
Guam to meet the (5,000) five thousand additional hotel room requirement by the
year 2001.

Also such developers will maximize their tax benefits by contibuting funds to
our economy making affordable housing immediatley available to the people of
Guam.

Committee Members Present For Hearing:
Chairman: Joe T. San Agustin
Sen. John P. Aguon
Sen. Vicente C. Pangelinan

Il. Summary of Testimony

Mr. Glenn Leon Guerrero; GEDA Administrator. Testified in favor of Bill
606. GEDA favors a 4% gross receipts tax diminishment, in conjunction with the
Qualifying Certificates given for the construction of new rooms and affordable
housing. He is also in favor of the bill giving 50% rebate on income generating
capital gains, or 10 year time from a 50% income tax rebate. The next 5 years
will become a 25% income tax rebate. GEDA feels that the intention is to incite
development within a short time frame. Right now the prices for a home is too
high. Sen. Joe T. San Agustin questions whether or not there is a need for such a
Bill. Mr. Leon Guerrero states that there is a great need for an incentive to build
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affordable housing. Bill 606 gives GEDA great support to be on line in order to
reach 12,000 rooms with regards to the Vision 2001 Goals.

Mr. Bob Coe; Duty Free Shoppers / 2001 Task Force. Testified in favor of
Bill 606. Mr. Coe feels that this Bill is critical to convince perspective hotel
investors that Guam is the best choice for investment. He informs the committee
that the Vision Tasks Force on Tourism has located property sites both on and off
Tumon Bay. He also mentions that consultants have been hired, working on an
international basis with developers form the Mainland, Singapore, Hong Kong, and
Taiwan. They are very well connected with developers and attraction development
companies and potential developers for tourism. His key points to his testimony is
that, incentives needs to be created that enables land owners to offer good value
and provide investors with opportunity to construct hotels and attractions on Guam
at the lowest possible costs. Bill 606 provides the incentives that’s required to
stimulate both investors interests as well as land owners interests. "Our goals are
to rapidly bring both people to the table, put them into a position where they can
negotiate a good deal for both of them and get the hotel expansion to where it is
required”. Bill 606 facilitates urgent negotiations, and more flexibility between
land owners and negotiators. With this, he urges the passage and implementation
of Bill 606 to "build a beautiful and better tomorrow for our island".

Mr. Dave Tydingco; GHRA President, Testified in favor of Bill 606. Mr.
Tydingco mentions statistics to the committee stating that every room built
employs about 1.7 persons directly. He feels that Bill 606 provides the added
incentive for both local and international investors. GHRA (Guam Hotel and
Restaurant Association) asks that Bill 606 be considered as an investment in
Guam'’s future. Again, Bill 606 expands on Guam’s growing tourism economy,
which in turn creates jobs.

Mr. Robert Payne; Vice President / General manger of Fletcher Pacific.
Supports Bill 606. Pros & Cons regarding Guam from his experience and
observation:

Pro’s - - Attractive to Developers
- Attractive to Tourist
- U.S. Legal System
- U.S. Currency
- Significant Air Service
- Pro business attitude by the current government

Con’s- - Poor Infrastructure
- No realistic plan to rectify infrastructure.
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- Business investors fear that they will pay the price to overhaul
Guam’s infrastructure.

- Lack of adequate locally trained service personnel for the hotel
industry.

Bill 606 gives tax incentives which greatly helps make Guam a more
competitive market places in our region. feels that the 50% and 100% rebates are
a plus for convincing prospective investors not just for the hotel industry, but also
for affordable housing.

Mr. Tom Georgelas; G&S International Real Estate Development Company.
Makes two significant points about Bill 606. He first questions the definition of
affordable housing. He states that affordable housing is the broad middle of the
market which defines the affordability of housing on Guam. To G&S and Co.,
affordable housing represents housing up to the $180,000 price range. Both
husband and wife working, each making less than $30,000.

His second point inquires about Qualifying Certificates. He feels that the
balance for growth is with economic incentives for expanding the tourism economy
in guam. He also feels that it is good for the average Guamanian to realize some
of the shares of that economic prosperity by incentivising housing. Qualifying
Certificates & Regulations, makes the market place best control for price
fluctuations and control, not legislative action. It is not necessary to monitor and
control the fluctuation of the market. it is not necessary for legislative control
through Governmental Agency and action, on how these rebates are monitored or
represented in sales prices.

Mr. James Nelson; General Manager of The Guam Visitors Bureau. Mr.
Nelson is in favor of Bill 606. He testifies that our island is in a position to greet
over 1 million people. The projected trend will be to welcome over 2 million with
the turn of the century. Increasing the availability of hotels and overall interest in
the growth of the island is substantial. Planning and implementation must take
place immediately. Incentives must also be offered to provide an even more
attractive locale in which to invest. GVB supports Bill 606, specifically the
construction of tourism facilities to be eligible for incentives.

Mr. Nelson requested a minor amendment: Section 3, which amends
section 2803 sub section A on Powers & Responsibilities, be revised as follows. ....
"Information on tourism, working with other entities to assemble and
disseminate information concerning Guam’s tourist industry and the financial

incentives offered by the Government of Guam, for the development,
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operation and ownership of hotels and tourist facilities
in Guam."

As you may recall, P.L. 20-205, established the Bureau’s research
departments and authorized the Bureau to be the agency source to disseminate
visitor industry statistics information. The above amendment would simply clarify
that the bureau continues to serve in this capacity which authorizing GEDA to
work with the Bureau to achieve its investment goals.

Karen Storts; Executive Director for the Guam Contractors Association.
Mrs. Storts is in favor of Bill 606. However, she questioned Section 3b.
Coordinating with the various government of Guam agencies as it may relate to the
development of various properties. The association hopes that the Government
will eliminate discouraging attitudes and bureaucratic red tape that she feels
developers usually face, when trying to get their development plans to the drawing
board and implemented.

She also questioned Section 4. Business use and business priviledge and
tax exemptions.

The GCA, long favored the exemption of GRT for the suppliers and sub-
contractors involved in construction due to the multiplier effect of the tax. While
this is clearly written out in the tourism section of the bill, the GCA would also like
to see Section 12 apply to the affordable housing section of the bill. Especially to
allow companies who supply large quantities of materials to qualify.

Mrs. Storts also inquired about what affordable housing really defines in
regards to price range. She also questioned whether or not complexes or duplexes
qualify or will only single family dwellings be considered. Also, she testified about
concerns of infrastructure (power, water, etc...).

Il QUESTION AND ANSWERS:

Senator John Aguon directed questions towards Mr. Glenn Leon Guerrero,
and Mr. Andy Gayle on the additional benefits for the developers and contractors.
Mr. Leon Guerrero answered by stating that in tourism, 60% is our goal with
equates to $450 million dollars in revenues. Mr. Gayle talked about the business
priviledge and use tax. He mentions that there are benefits for those who build
and for the owners of those who build. There are exceptional benefits for tourist
development and hotels. Mr. Gayle points out that this type of development would
then be exempt for a period of 2 years and can be extended for another period of 2
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years by the GEDA board if necessary. The next is, rebate on income derived for
the lease or the sale of that property.

Sen. Aguon also questioned whether this incentive is applicable to only new
leases?, or could existing leases apply. He also questioned whether it was legal to
reduce capital gain tax up to 50%. In regards to his first question, Mr. Gayle
answered no. Just this particular 2 year window. The idea is that the price of
land is too high. One reason why it’s so high, is the seller knows that he is going
to have to pay on his sales and on his income if he leases the property. The price
may go down, so there’s a 50% or 5 year deal on the income of the rent, and then
can be extended another 5 years for a lower percentage of 25%.

In reference to Sen. Aguon’s second question, Mr. Gayle testified that as
long as capital gain tax reduced by 50% is considered a "rebate", it is legal. So
long as the tax is paid and is rebated.

Mr. Gayle further discussed the abatement of GRT, and how income tax has
to be paid, according to the Organic Act. He further mentions that the "Sunset
Provision" in the bill would help to jump start construction of additional rooms and
build the badly needed facilities for tourists. "If we want to reach the tourism
goals of 2001, we have to start now!".

Sen Aguon also questioned whether or not existing Qualifying Certificates
would be affected if this bill passes. Mr. Gayle answered no. When the
contractors bring in the supplies and materials, he pays the 4% tax. In this case
he would not pay the tax. Sen Aguon also inquired about the guarantee that a
reduction in prices would be achieved. Mr. Gayle said that competition would take
over to guarantee that.

Mr. Andy Gayle further explained to the committee what will happen only if
there is a Qualifying Certificate. A Certificate of this kind would only go to people
that come to GEDA and persuade them that they are entitled. Tax breaks will not
be automatic. Tax breaks outlined by Bill 606 will only happen if promises are
fulfilled to GEDA which our outlined when qualifying for this kind of certificate.

Sen. Aguon asked how can existing Qualifying Certificates turn around and
just benefit from what we're offering here? Mr. Gayle doesn’t think existing
holders of Qualifying Certificates will benefit here. The Bill is designed to bring
new hotels and new development. Maybe the same people who own hotels and
hold Qualifying Certificates may buy new land and build new hotels. They don’t
get any benefit as an existing holder. They would only be on a new project, where
they would have to obtain qualification for a new certificate.
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Sen. Ben Pangelinan asked Mr. Gayle what the purpose for the 20 year
Qualifying Certificates for the Housing was for. Mr. Gayle explained that the idea
is to keep them on island to build more housing development. Sen. Pangelinan
also inquired about a person who subleases to a developer, does he or she still get
the benefits of a tax free capital gain? The answer is yes. If the developer meets
the criteria to build within the required amounts. Only one side of the lease, the
sublease, and not the original land owner.

Mr. Joseph T. Duenas; Director of Revenue and Taxation, commented that
abating the use tax on anything they bring in. He stated that if this process is
followed, you should put an abatement of the GRT, so that most of those
contractors will be encouraged to buy their supplies locally and not off-island. He
further gave comments that granting Qualifying Certificates should be on a more
subjective level. Bill 606 is important and plays a vital role for diversifying and
growing Guam’s unique economy.

Sen. Joe T. San Agustin:

With the telecommunications industry taking a strong area within Asia,
luckily Guam will be the Hub! there’s competition now! Outrigger hotels are
looking at Guam, but it looks like they’re going to Palau. We have a sizable
workforce for tourism now, but we got to add more people and reduce the
unemployment factor. We need take check with schools such as U.0.G., and
G.C.C. to feed the tourism industry. Guam is isolated and we need to incite some
sort of incentive program. Hopefully, this Bill will help in enforcing that. The
tourism industry is a billion dollar industry. We need to grow that kind of industry
and benefit from what we can expect out of that.

With regards to infrastructure on site, land resale etc.. we dealt with this in
the past with the Kaiser project, where the houses were built at low costs, then
were re-sold for double the price. We must ensure that with the affordable
housing incentive given within this Bill, that does not happen again.

Il FINDINGS

After hearing all the testimonies presented, questions, and comments made
by the committee members present, the Committee finds that there are minor
amendments and other considerations that must be addressed with relation to this

Bill.

1. Mr. James Nelson, GVB. requested a minor Amendment be made to
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section 3, which amends section 2803 sub section A on Powers and
Responsibilities, be revised as follows..."Information on tourism, to work
with other entities to assemble and disseminate information concerning
Guam'’s tourist industry and the financial incentives offered by the
Government of Guam, for the development, operation and ownership of
hotels and tourist facilities in Guam".

2. Overall, all who testified are in favor of Bill 606, but are concerned with
infrastructure such as power, water, sewer systems that compliment and
accommodate such building projects as hotels and housing units.

3. A more detailed definition of affordable housing needs to be addressed
either in the Bill or by the guidelines to be set forth by GEDA.

Il RECOMMENDATIONS

After reviewing all written and considering all oral testimonies presented
during the public hearing the Committee recommends that the Bill as substituted be
passed with the following consideration addressed.

1. A more detailed definition of affordable housing in relation to price range
and guidelines be addressed either in the Bill, or set forth by GEDA.

Attached is a section by section analysis of Bill 606 submitted for review by
Mr. Andy Gayle.

NOTE:

1. As recommended, the Committee has ammended Section 3. 2803 of
Article 8, Chapter 2, Title 12, Sub Section A to read as follows:
"Information on Tourism. To work with the Guam visitors Bureau and other
concerned agencies to collect and disseminate information concerning
guam’s tourist industry and the financial incentives offered by the
government of Guam for the development, operation and ownership of
hotels and tourist facilities in Guam".
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Re: Section-by-section analysis of Bill No. 606.
Dear Mr. Chairman:

I am enclosing the captioned analysis. N.B.: This is the analysis of the
substitute bill which has the provisions about the Five Million Dollar cash advance
by the hotel beneficiaries. It should not be confused with the original bill. I am
sorry I have not been quicker about getting this over to you, but I have both been off-
island and quite busy.

If you have any questions, or wish me to do anything further in
connection with this legislation, please advise.

Very truly yours,

AMG:ps {
GEDA114:30655-72
cc: Mr. Ed Untalan, GEDA,

Mr. Allen Pickens, Deloitte & Touche,

Mr. Jerry Perez, Duty Free Shoppers.



SEP-@5-96 15:29 FROM:GAYLE & TEKER ID: 9472 26@1 PAGE 378

SECTION-BY-SECTION ANALYSIS OF SUBSTITUTE BILL NO. 606 TO
ENCOURAGE THE DEVELOPMENT OF ADDITIONAL HOTELS
AND TOURIST FACILITIES AND TO AUTHORIZE THE
ISSUANCE OF QUALIFYING CERTIFICATES TO
DEVELOPERS OF AFFORDABLE HOUSING

Section 1. §2801 of Article 8, Chapter 2, Title 12, Guam Code
Annotated, is amended to set out legislative findings that (i) additional hotel
accommodations and tourist facilities are essential to the further development of
Guam’s tourism; (ii) additional hotel accommodations and facilities will create jobs
to take the place of those lost in recent military base closures; (iii) the provision of
such additional accommodations and fadilities is declared to be a public purpose; (iv)
funds are needed to “jump start” the provision of affordable housing for the people
of Guam; (v) the Legislature finds that such funds might be attainable from hotel
developers in exchange for enlarged tax benefits; and (vi) the enlargement of tax
benefits to those developers which make funds available for affordable housing is
declared to be a public purpose.

N.B.: Almost all of the sections of Substitute Bill No. 606 are
amendments to existing provisions of the current GEDA law, it being thought best
to amend said sections rather than to repeal and reenact them, in keeping with the
Ramsey vs. Chaco, 9th Cir. ruling. Hereafter in this analysis, section references will
only be to the section number and not to the article, chapter, and title, the latier
being the same as for this §2801.

Section 2. §2802 is reworded to have GEDA promote the construction
of new hotels, the expansion of existing hotels, and the construction of tourist
facilities for the adequate accommodation, amusement of, and service to, tourists
and other visitors to Guam.

Section 3. §2803 is amended to authorize GEDA to disseminate
information on Guam’s tourist industry, to assist in obtaining information from,
and coordinating development with, government of Guam agencies, to provide
information on financing and to assist in feasibility studies.

Section 4. §2804 is amended by adding a definition section. “Hotel” is
defined as a building containing no less than two hundred (200) guest rooms open
to the public, and “tourist facility” means a building or buildings whose
construction cost is not less than Five Million Dollars ($5,000,000) offering
entertainment, etc. for tourists and other members of the public, the activities of
which the GEDA board finds beneficial to the development of Guam'’s tourism.

Section 5. §2805 is amended to grant business privilege and use tax
exemptions in connection with building a new hotel or tourist facility or expanding
an existing hotel. The exemption from the tax must be claimed within one (1) year
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from the effective date of the Act or when the building permit for the project is
issued and the exemption applications must be made within a period of twenty-four
(24) months extendible for cause by the GEDA board for an additional twenty-four
(24) months. The owner of a hotel or tourist facility which has been exempted from
the business privilege tax is also exempt from the use tax.

Section 6. §2806 is amended to provide that the GEDA board in issuing
qualifying certificates is to promote both the construction of new hotels or the
expansion of existing hotels in an orderly manner with due regard being given to
the profitability of existing hotels and tourist facilities. In other words, the
legislation is nof intended to impact in a damaging way on existing tourist hotels or
tourist facilities, the belief being that one of the problems the existing tourism
industry faces in Guam is that there are not enough hotel rooms and there are not
enough things for the tourists to do. With the provision of many such rooms and
more entertainment facilities, all of Guam tourism will benefit, the old facilities as
well as the new ones.

Section 7. §2807 is amended to give a rebate of up to fifty percent (50%)
of all income tax paid on income derived from the lease of land, buildings, or
machinery to a holder of a qualifying certificate issued for a hotel or tourist facility
covered by the Act, which rebate can be for five (5) consecutive years and up to
twenty-five percent (25%) for the next five (5) years, such rebate application having
to be made within the effective period of the Act. Additionally, a rebate of up to fifty
percent (50%) of all capital gain income tax paid on income derived from the sale of
land to a developer of a hotel or tourist facility covered by the provisions of this Act
is also available if the application for such rebate is made within the effective period
of the Act.

Section 8. §2808 is amended to set out a Sunset provision to the effect
that the Act takes effect on its approval but remains in effect for only twenty-four
(24) months thereafter, although this twenty-four (24) month period can be extended
by the GEDA board for an additional twenty-four (24) months. It is during this
twenty-four (24) month period(s) that the applications for the various tax rebates
and abatements set out in the Act must be made. The period of benefits can be
greater than the twenty-four (24) months, but the application must be made within
the pericd. The purpose of this limitation is fo require developers to quickly do
their various studies and get underway as soon as possible so as to reach the goal of
five thousand (5,000) more hotel rooms by the year 2000.

Section 9. This section is the most unusual of all of the provisions of
the Act. What it does is to amend §2809 to permit those hotel or tourist facilities
developers who put up in cash to an affordable housing fund Five Million Dollars
(85,000,000) each, to increase their qualifying certificate percentage of rebate from up
to seventy-five percent (75%) to one hundred percent (100%) of all income tax paid
for a period not to exceed twenty (20) years. The Five Million Dollar ($5,000,000)
advance is returned to the applicant without interest when the housing subdivision

2
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for which the funds have been used by GEDA is completed and the units sold.
GEDA will work with the Guam Housing Corporation (“GHC”) which will
endeavor to obtain permanent take-out financing and as the original mortgages are
purchased by a permanent mortgagee, GHC will return to the housing fund the sale
proceeds and GEDA then within sixty (60) days thereafter repays the qualifying
certificate beneficiary as much of its Five Million Dollar ($5,000,000) advance as such
repayment permits and continues to do so until the advance is repaid in full,
without interest. It is hoped that this particular provision will make money
immediately available for affordable housing in Guam. For the potential developer,
it is a queston of sitting down with one’s accountant and working out whether a
twenty (20) year qualifying certificate at one hundred percent (100%) is worth so
much more than such a certificate for seventy-five percent (75%) that the cost of
putting up Five Million Dollars ($5,000,000) for three (3) or more years without
interest is not so great as fo prevent the transaction. It is probable that the developer
of a tourist facility that only costs Five Million Dollars ($5,000,000) will not be
particularly interested in putting up an additional Five Million Dollars ($5,000,000)
even if it obtains an additional twenty-five (25%) percent in the way of income tax
rebate. Remember, until a facility or a hotel makes money, it does not pay any
income tax anyway and a rebate does not do it any particular good. On the other
hand, a major hotel of say, four hundred (400) rooms which will cost upwards of
One Hundred Million Dollars ($100,000,000) might very well deem an additional
Five Million Dollars ($5,000,000) which is returnable even without interest is a
cheap price to pay to obtain an additional rebate of twenty-five percent (25%) on top
of seventy-five percent (75%) for the full twenty (20) years.

The section goes on to set out the applicability of the other QC
provisions, pointing out that a hotel developer can go ejther way, i.e., seek the
seventy-five percent (75%) without any Five Million Dollar ($5,000,000) advance or
make the advance and seek one hundred percent (100%) for twenty (20) years.
GEDA is also directed in developing its affordable housing program to utilize as few
contractors, architects and engineers as possible as well as to minimize design
variations so as to achieve economies of scale and speedy construction at the lowest
feasible costs.

Section 10. This section sets out legislative findings to the effect that
too many local residents are unable to afford decent housing and that since the
qualifying certificate program has worked for other developments, it might very
well work for developing affordable housing and that therefore the intent of the
next two section of the Act is to encourage developers to construct affordable
housing by offering them qualifying certificates.

Section 11. This section amends §§2404, 2405.4 and 2443, all of Article 4,
Chapter 2, Title 12, Guam Code Annotated, by including within the various
definitions of available projects for qualifying certificates, constructing and selling
affordable housing,.
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Section 12. This section adds two new sections to the GEDA law,
namely, §§2427.6 and 2428.5. The first abates for twenty (20) years the gross receipts
tax on the construction of affordable housing as long as the receipts the subject of the
abatement are derived from the construction of no less than twenty-five (25)
affordable housing units, and the latter section authorizes a rebate of one hundred
percent (100%) of the income tax paid for up to twenty (20) years for income derived
from the construction and sale of no less than twenty-five (25) affordable housing
units.

Section 13. The last section of the Act is a standard severability clause. -

Summary

Bill No. 606, as substituted by the Committee, is a unique attempt to
blend attracting hotel and tourist developers with the need to provide funds for
affordable housing. It is hoped and intended by the authors of the Act that not only
will new hotels and tourist facilities be persuaded to immediately invest in Guam so
as to meet the five thousand (5,000) additional hotel room requirement by the year
2000, but that such developers in order to maximize their tax benefits will contribute
funds making affordable housing immediately available to the people of Guam.
Not only will there be construction financing so provided, but as well, developers to
do the actual construction and selling will be persuaded to do so by the very
generous one hundred percent (100%) rebate on their income for such construction

for a period of twenty (20) years.

GLOS30655-72
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Committee on Economic-Agricultural

S Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agaha, Guam 96910
Tel: (671) 477-8527/9120 « Fax: (671) 477-5570

SENATOR JOE T. SAN AGUSTIN (D)
CHAIRMAN May 10, 1996

Mr. James Nelson
General Manager

Guam Visitors Bureau
P. 0. Box 3520
Agana, Guam 96910

Dear Mr. Nelson:

The Committee on Economic-Agricultural Development and
Insurance has rescheduled the pubblic hearing on Bill No. 606
from Thursday, May 16, to Monday, May 20, 1996, at 4 p.m., in the
Guam Legislature Public Hearing Room as follows:

Bill No. 606 AN ACT TO AMEND SUBSECTION 2801,2802,
2803,2804,2805,2806,2807 AND 2808 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
REPEAL SECTION 2809 OF BAID ARTICLE TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES; AND TO AMEND SUBSECTION 2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO 8S8AID ARTICLE NEW SUBSECTION 2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.
(Introduced by J. T. S8an Agustin, J. P. Aguon, F.
E. 8antos)

Thank you and we look forward to seeing you at the hearing.
—S8incerely /jjours,
(7\7 2 /[C/
T. B TIN

/7enator and Chairman




& (
Committee on Economic-Agricultural

Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agafia, Guam 96910
Tel: (871) 477-8527/9120 « Fax: (671) 477-56570

SENATOR JOE T. SAN AGUSTIN (D)
CHAIRMAN May 10, 1996

Mr. Glenn Leon Guerrero
Administrator

Guam Economic Development Authority
Suite 911, GITC Bldg.

590 S. Marine Drive

Tamuning, Guam 96911

Dear Mr. Leon Guerrero:

The Committee on Economic-Agricultural Development and
Insurance has rescheduled the public hearing for Bill No. 606
from Thursday, May 16 to Monday, May 20, 1996, at 4 p.m., in the
Guam Legislature Public Hearing Room as follows:

Bill No. 606 AN ACT TO AMEND SUBSECTION 2801,2802,
2803,2804,2805,2806,2807 AND 2808 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
REPEAL SECTION 2809 OF SAID ARTICLE TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES; AND TO AMEND SUBSECTION 2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO SAID ARTICLE NEW SUBSECTION 2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.
(Introduced by J. T. 8an Agustin, J. P. Aguon, F.
E. Santos)

Thank you and we look forward to seeing you at the hearing.

Sincerely, yours,
~TN
\

AN

genato and Chairman
v



SENATOR JOE T. SAN AGUSTIN (D)

CHAIRMAN

C= (
Committee on Economic-Agricultural

Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agafia, Guam 96910
Tel: (671) 477-8527/9120 + Fax: (671) 477-5570

May 10, 1996

Mr. Eduardo J. Calvo

Chairman

Guam Chamber of Commerce
P. O. Box 283

Agana, Guam

Dear Mr.

Calvo:

96910

The Committee on Economic-Agricultural Development and
Insurance has rescheduled the public hearing for Bill No. 606
from Thursday, May 16 to Monday, May 20, 1996, at 4 p.m., in the
Guam Legislature Public Hearing Room as follows:

Bill No.

606

AN ACT TO AMEND SUBSECTION 2801,2802,
2803,2804,2805,2806,2807 AND 2808 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
REPEAL SECTION 2809 OF SAID ARTICLE TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES; AND TO AMEND SUBSECTION 2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO SAID ARTICLE NEW SUBSECTION 2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.
(Introduced by J. T. 8an Agustin, J. P. Aguon, F.
E. Santos)

Thank you and we look forward to seeing you at the hearing.

//ﬂxsincerel ours,

GéE T. GUSTIN
Senator and Chairman
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Committee on Economic-Agricultural

Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agafia, Guam 96910
Tel: (671) 477-8527/9120 « Fax: (671) 477-5570

SENATOR JOE T. SAN AGUSTIN (D)
CHAIRMAN May 10, 1996

Mr. James Sablan
President

Guam Housing Corporation
P. O. Box 3457

Agana, Guam 96910

Dear Mr. Sablan:

The Committee on Economic-Agricultural Development and
Insurance has rescheduled the public hearing on Bill No. 606 from
Thursday, May 16, to Monday, May 20, 1996, at 4 p.m., in the Guanm
Legislature Public Hearing Room as follows:

Bill No. 606 AN ACT TO AMEND SUBSECTION 2801,2802,
2803,2804,2805,2806,2807 AND 2808 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
REPEAL SECTION 2809 OF SAID ARTICLE TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES; AND TO AMEND SUBSECTION 2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO SAID ARTICLE NEW SUBSECTION 2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.
(Introduced by J. T. 8an Agustin, J. P. Aguon, F.
E. S8antos)

Thank you and we look forward to seeing you at the hearing.

//\Sincerely yours,
/ :
/ ,

N
e Jf» /T/ﬁ -
OE T. 8 AGUSTIN
S8enator and Chairman



Committee on Economic-zﬁgricultural

Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agafia, Guam 96910
Tel: (671) 477-8527/9120 » Fax: (671) 477-5570

SENATOR JOE T. SAN AGUSTIN (D)
CHAIRMAN May 10, 1996

Mr. David B. Tydingco

President

Guam Hotel & Restaurant Association, Inc.
P. 0. Box 8565

Tamuning, Guam 96911

Dear Mr. Tydingco:

The Committee on Economic-Agricultural Development and
Insurance has rescheduled the public hearing on Bill No. 606 from
Thursday, May 16, to Monday, May 20, 1996, at 4 p.m., in the Guam
Legislature Public Hearing Room as follows:

Bill No. 606 AN ACT TO AMEND SUBSECTION 2801,2802,
2803,2804,2805,2806,2807 AND 2808 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
REPEAL SECTION 2809 OF BAID ARTICLE TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES8; AND TO AMEND SUBSECTION 2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO BAID ARTICLE NEW SUBSECTION 2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.
(Introduced by J. T. San Agustin, J. P. Aguon, F.
E. Santos)

Thank you and we look forward to seeing you at the hearing.

.~ 8incerely yours,
N

Vv %/f e
~—JPE T, f AGUSTIN
l/7/enatm: and Chairman
f
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Committee on Economic-Agricultural

Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agafa, Guam 96910
Tel: (671) 477-8527/9120 « Fax: (671) 477-5570

SENATOR JOE T. SAN AGUSTIN (D)
CHAIRMAN May 10, 1996

Mr. Mark J. Mamczarz

President

Guam Contractors Association of Guam
P. 0. Box 2224

Agana, Guam 96910

Dear Mr. Mamczarsz:

The Committee on Economic-Agricultural Development and
Insurance has rescheduled the public hearing for Bill No. 606
from Thursday, May 16 to Monday, May 20, 1996, at 4 p.m., in the
Guam Legislature Public Hearing Room as follows:

Bill No. 606 AN ACT TO AMEND SUBSECTION 2801,2802,
2803,2804,2805,2806,2807 AND 2808 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
REPEAL SECTION 2809 OF SAID ARTICLE TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES; AND TO AMEND SUBSECTION 2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO 8S8AID ARTICLE NEW SUBSECTION 2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.
(Introduced by J. T. 8an Agustin, J. P. Aguon, F.
E. 8antos)

Thank you and we look forward to seeing you at the hearing.

Slncerely urs,
i OE 'r. G/

enator and Chairman



“Committee on Economié?Agricultural

Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agaha, Guam 96910
Tel: (671) 477-8527/9120 - Fax: (671) 477-5570

SENATOR JOE T. SAN AGUSTIN (D)
CHAIRMAN May 10, 1996

Mr. Joseph T. Duenas

Director

Department of Revenue & Taxation
P. O. Box 23607

GMF, Guam 96921

Dear Mr. Duenas:

The Committee on Economic-Agricultural Development and
Insurance has rescheduled the public hearing on Bill No. 606 from
Thursday, May 16, to Monday, May 20, 1996, at 4 p.m., in the Guanm
Legislature Public Hearing Room as follows:

Bill No. 606 AN ACT TO AMEND SUBSECTION 2801,2802,
2803,2804,2805,2806,2807 AND 2808 OF ARTICLE 8,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
REPEAL SECTION 2809 OF SAID ARTICLE TO ENCOURAGE
THE DEVELOPMENT OF ADDITIONAL HOTELS AND TOURIST
FACILITIES; AND TO AMEND SUBSECTION 2404 SUBITEM
8, 2405.4, 2427.5 AND 2443 OF SBAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO SAID ARTICLE NEW SUBSECTION 2427.6 AND
2428.5 TO AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.
(Introduced by J. T. 8an Agustin, J. P.Aguon, F.
E. Bantos)

Thank you and we look forward to seeing you at the hearing.

"“Sincerely yours,

gE T. S

nator and Chairman
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Senator Joe T. San Agustin August 2, 1996
" Twenty-third Guam Legislature

155 Hessler Street

Agana, Guam 96910

via facsimile: 477-5570

Dear Senator San Agustin

From the very beginning of the Vision 2001 thought process, you were very involved. You,
more than anyone, know how important having a strategic plan is. You certainly added a lot
to our thinking during those early meefings.

There are 2 number of Tourism 2001 strategic issues that we need your help in getting moved
through the legislative process. I know you understand the strategies and how each of the
items below fits into the overall plan that is so significant.

. Tumon Bay beautification and sewage upgrades remaining

»  Two Lovers Point beautification/renovation

. Budgeting encugh police officers per the new CATT Public Safety Tumon Bay Plan
»  Bill 606 to intensify potential developers and landowners

I am working with Senator Aguon and the Govemor on everything but Bill 606. 1 do not
understand the job of being 2 senator and perbaps that is why I do not uniderstand why it is
taking so long to get Bill 606 through. 1 would greatly appreciate it if you could give this Bill
your maximum attention. I do not think we have a chance in building the hotels required
without the incentives, From your public hearing, my impression is that there is very little
concem on the part of the public and general understanding of the importance of your Bill.

If I can be of any assistance, please let me know.

Thank vou.

BOB L. COE
DFS Guam P.0, Box 7746 Telephone (§71) 646-6761
A Diviston of DFS Groups LI, Tarndng. Guam Telex 743-1539 / T21-6379

%6931 Facsimile (6T1) 646.1508

FAGL

z2/ %
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Committee on Economic-Agricultural

Development and Insurance

TWENTY-THIRD GUAM LEGISLATURE
424 W. O'Brien Dr., Julale Shopping Center, Suite #218
Agaha, Guam 96310
Tel: (671) 477-8527/9120 - Fax: (671) 477-5570

SENATOR JOE T. SAN AGUSTIN (D)
CHAIRMAN

May 23, 1996

Mr. Joseph E. Rivera

Acting Director

BUREAU OF BUDGET & MANAGEMENT RESEARCH
P.0. Box 2950

Agana, Guam 96910

Dear Mr. Rivera:

Pursuant to statutory requirements, the Committee would
appreciate if the Bureau would evaluate, review and issue
fiscal notes on the following bills:

1. Bill No. 606
2. Bill No. 299 As Introduced
3. Bill No. 299 As Substituted

Please note that Bill No. 299 (item 2 above) as
introduced was publicly heard on September 18, 1995, and
subsequent mark-up of said bill resulted in a substituted
version of Bill No. 299 (item 3 above), which was then
publicly heard on May 16, 1996. Bill No. 606 had a public
hearing on May 20, 1996.

Once again, would you please provide the Committee with
fiscal notes on each of the above 3 cited bills as soon as
possible.

Sincerely urs,

A el

attachments




ECONOMIC DEVELOPMENT AUTHORITY

An Autonomous Agency of the Government of Guam, USA

June 7, 1996 RECEIVED
u COMMITYEE ON ECONOMIC- AGRICULTURAL

e .D”Eﬂ\\”g‘{wSURAI‘JCE -

TIME:
Honorable Senator Joe T. San Agustin REC'D BY e
Twenty-Third Guam Legislature v
155 Hesler Street
Agana, Guam 96910

Re: Bill 606 - Draft Flow Chart
Dear Senator San Agustin:

The attached is a draft flow chart reflecting the procedures of the amendments p%d in
Section 5 of the Bill.

In review of the Bill, Joe John Mantanona and I were exploring other avenues to pass on
the intentions of this Section - which is to create “cost savings” features that will entice
the owner/developer to take action immediately in developing more hotel room inventory
for the Territory.

Please call us so we can meet on this matter.

Sincerely,

Adinistrator
Attachment

cc: Senator John Aguon
Joe John Mantanona

Destination Guam, USA
Tropical Paradise & Island of Opportunities

ITC Badding ¢ 590 South Muarine Drive ® Tamuming. Guam 96911 ¢ Telephone (671) 647-4332 * Fucsimile (671) 649-4146



90 DAYS

Individuals, Companies, Consultants
involved with the Construction file

exemptions with GEDA
GEDA reviews & N
verifies authenticity GEDA notifies Rev
of GRT amounts & Tax
Owner / Developer exempted.
files for exempt
status
NOTES:
1. This is a verification process which allows the Owner / developer to confirm with the various consultants of the construction phase, the savings that

are passed on (4%) from the original costs.
2. GEDA will need to:
1. Create policies procedures , forms for this program.

2. Indentify the resources needed to make up the review committee.
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PREFACE

It is with confidence and pride that | herewith submit this progress report of the
Affordable Housing Task Force. This report represents “progress” and should not,
by any means, represent the final report. There remains “bu/a”work to be done
in the area of affordable housing for our people.

I would like to thank Thomas Young, Co-chair and Executive Vice-President,
Hawaiian Rock Products; James Sablan, Co-chair and’ Presndent of Guam Housing
Corporation (GHC); Herminia Dierking, Advisor and Cheerleader and Taling
Taitano, Executive Director, Guam Housing and Urban Renewal Authority (GHURA).
for their trust and support thrOughout the effort. i

I would like to especially, thank the suppo{% team of Antomette Duenas, Jonathon
Toves, Sita Manjares,. Betty Bamba, and Dan Guetrero for believing in me, for
believing in each othér, and most |mportantly,for believing in themselves. Had it
not been for their commitment, dlllgent and ear"" _ st efforts, this progress report
would not have been possible. e R

lam fortunate to have been glven the opportumty to be ai qart of the task- force My
greatest.'reward is the opportumty given to provide “real”. X e for homeownershup
for our "'eople Once agam thank you for your support an' sgonfidence.

PURPOSE & SCOP g } R
Cognizant that the provision of affordable housmg covers more than new
construction, but also existing and rental housing units. It is necessary to state
that the focus of this report is on creating new housing units that is affordabile
through a reduction in construction costs and/or creative financing mechanisms.
More specifically, the focus will be on stimulating new housing construction in
government-sponsored land for the landless propertles and the realization of the
Lada Estates Affordable Housung Project. ‘



EXECUTIVE SUMMARY

It was on February 19, 1996 that staff members of the Governor’s Office, the Guam
Housing Corporation and the Guam Housing and Urban Renewal Authority were
pulled together to provide the support necessary to facilitate the development of
a strategic plan for affordable housing.

Through the provision of affordable housing ... .

The premise, the social and economic benefits derlved from the_provision of
affordable housing promote the essence of Vision 2001 “Improving Qualu,_t_y_ of-Life- %
& Strengthening the Economy T

&, : F
The social benefits... prowdmg for an envuronment that fosters family unlty,
stability, security, and prlde will resultin‘an lmprovement in the quality of life. Ther
economic benefits....a stimulation in the construction industry providing for more
employment and personal taxes w:ll result in the‘*strengthemng of the economy

| feel it safe. to say that “we,” all people resudlng and paying taxes on Guam
regardless: 6f our ethnic orlgm “income level, polltlcal affiliation, etc: recognize
that an affordable housing problem exists. It then becomes B matter.of choice. Do
we stop at the recogmtlon stage and live with it or do we chg ise- to do something
about A% If not for o ,selves then for those who have pi i their trust and

J ndividual desiring
5% The belief "that,"ah “individual, if given an opportunity
[JWill act accordingly.

confti ce in us, , W ther it be as “public” servants or as;

opportunnfy as " el Red and defined by that ing Vidué'

itis, therefore the“chonce of our elected officials to do something about it. A
decision to address those issuesffactors within a degree of control and are
impeding the provision of affordable housing opportunties and eliminate or reduce
its influence on the homebuyer or the “market-place.”

The problem is diverse and so will be its solutions. To fathom an idea that the
development of a comprehenswe plan is possible is unrealustac This is due in part
to a number of factors that are either within our control or due to the prevailing
political conditions.

Recently, the Land for the Landless program, specifically the Umatac and the lja
Subdivisions have been the subject of political controversy. Whatever the
allegations are, or even if they prove to be true... what we do know is... our people,
Guam'’s people, are once again on the short end of the stick. Itis our responsibility
to ensure the proper welfare of our people, to see this program to the end.
Government started something...Government should finish it.



Ed Untalan, Deputy Director, Guam Economic Development Authority (GEDA)
raised a interesting point in his letter to the task force dated April 10, 1996. The
letter was in response to the incentive program recommendations made by the
task force. In his letter, Mr. Untalan states “...with the land being the most limited
resource available, the task force must clearly distinguish if the goal is to get
everyone a lot with a home or to get everyone a home to live in.” Point well taken
and definitely worth addressing.

ROI.E OF GOVERNMENT

As government, we are challenged with providing homeownershsp opportunities
for the people of Guam. Cognizant that the provnsuon of affordable housnng is by. ne;
means a “one-time” effort, furthermore, by no means a “one task force” effort the:
task force has taken those: ~ariables wutg;n a degree of control and managed |ts
performance to achleve “affordablllty -.;" f\ :

“Affordable: to meet the expense of W|thout serious consequences.”
S (Random House chtlona(;y)

.. therefore, afunctlon of one’s expense relatlve to o‘= e’s income. Based on this,
affordable housmg is a function of monthly housmg; cost, mcludmg&rmcupal
interest, taxes and insurance (PIT1) relative to one’s gros' Jnonthly income, ie., a
resndentlal dwelling with a‘monthly housing cost’ burden exceeding thirty percent
(30%Y ‘ofia family’s gros ,*monthly income, adjusted for famlly 3, is unaffordable.
Unfortuf:\tely, for ¥ many low-mcome families - W, is the

homeo,__:f, \€ rshtp\fonthenwemafns tmattannab!\ A

scenén

’ i § LT
In a study conduct . "y*the Urban Land Institute on'the Housing Needs for Guam
1993-1998, October, - 1994, it was determined that:

* Affordabmty is the biggest problem facing Guam s households, with about
22% or 7,997 households paying excessive housing cost burdens.

* An estimated 12% or 4,323 of Guam's housenolds live in housing that is
severely physically inadequate and 14 percent or 5,123 are crowded.

* Very Iow-lncomenouseholds particularly renters, are the most likely to have
affordability problems, 85% of very low-lncome renters faced housing
affordability problems i in 1993. .

For families of low income, the greatest barrier to homeownership will be sufficient
income to cover the downpayment requirement and monthly payments, not to
mention, their credit history. These households are further faced with other
obstacles, outside their control, affecting affordability. Guam’s affordable housing
problem is the result of many factors. Each contributing to the housing crisis. The
problem has taken years to evolve and, even with concentrated efforts, it will take



years to level out. It therefore is the strategy of the task force to identify those
factors within control and address them. We will focus on factors such as
providing incentives for developers to produce lower cost housing, creative
financing mechanisms, and alternative building systems.

Further into the report is a concept of the “housing equation.” A term used at one
of the “Chairs” meetings, | decided to research it a bit further. Immediately
thereatfter is the “formula for affordable housing.” The formula takes the variables
in the housing equatlon and identifies those that are controllable and those

-

‘uncontrollable.’ s

s

by any means be considered: the fi nal report. There remains “bula”Work to be§
done in the area of affordable housmg fo; our people :

The seed has been planted |t is now tume\to foster |ts growth and development

rhe EOUATlONJon Housing ... "smphhed"

Vital to the successful lmplementatlon and completlon»..,‘,f a home constructlon
project ; are the building plans, construction site, building echnology/contractor
cost to: construct and the client. An analysis of the process’ d.construct a home
conclu s that achi ng ‘homeownership can be expressed-in.the form of an
equeglo Therefor A e provision of housmg, in snmpllf ed: rrﬁs,ls a function of

VARIABLES CONTROLLABLE BY GOVERNMENT SIEEIALE LS
v VARIABLE

LAND CONTRACTOR LENDER HOMEBUYER

HOMEOWNERSHIP




FORMULA FOR AFFORDABLE HOUSING...

Of the variables in the housing equation, the variables of Land, Contractor and
Lender are “controllable” by government. “Controllable” is used in the sense that
through regulatory mechanisms and incentives, government is able to manage or
manipulate their behavior. Recognizing the lending institutions as a stakeholder
and a crucial component to homeownership, meetings to assess the availability of
homeownership programs are on-going. Guam Housing Corporation will sponsor
a symposium with private lending institutions in June to dnscuss affordability issues
in the field of financing. o

-~

This human variable is the mam mgreduent in the equat:on Subject tor chouce
unless the human variable.¢hooses to-pursue homeownershnp and acts on the
opportunites provided, the: homebuyerbuy'e‘r is only subject to enticement. For the
homebuyer, the probabiﬁty of homeownersh\ip isa functuon of household size, type
and income. ; AL :

It is the intent~ to manage the controllable " riables in order to provude
opportunities. for the homebuyer to achleve homeewnershlp Through this
mampulatlon lt is hoped that homeownership that is a‘ rdable will be achieved.




Some Factors Contributing to Guam’s Affordable Housing Problem

HIGH REAL ESTATE PRICES and LIMITED LAND RESOURCES

The competition for land is one of the biggest deterrents to developing
housing at any price. Itis perceived to have far more commercial value
than residential value, therefore driving the price up.

HIGH CONSTRUCTION COSTS xS »
The price of building matérials is another factor: affecting the cost of
housing significantly. The cost of shipping will always keep building
materials at a premium because they come from off-is : \nd

| LACK OF PRIVATE MORTGAGE INSURANGE

SINGLE SECONDARY MARKET INVESTOR : .

LI TED PARTICIPATION IN FHA INSURANCE- PR@G“,AM
: rest rates'over this'pericd hiave dlso contgjputed to'the escalating
b$t of Homes. The high interest rates of prioY
ke i both mortgage and construction costs will take years to level

ovut We are now living with those higher rate investments.

*years that drove the

HIGH COST OF LIVING caused by DISPROPORTION BETWEEN
INCOMES AND HOUSING PRICES

Guam’s evolving building codes although meant to make homes safer,
artifically add an extra expense to the building of homes.

LACK OF HOMEBUYER COUNSELING PROGRAMS
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the “GOAL” ...

It is the goal of the Affordable Housing Task Force to increase the rate of
homeownership through an increase in the number of owner-occupied housing
units in the Territory of Guam. As aresult, the Territory should realize lower public
expenditures. Overall, communities with a high proportion of owner-occupied,
single family homes remain more economically stable and physically attractive.

GUAM’S HOMEOWNERSHIP RATIO ...

Guam’s housing tenure ratio is marked by a majority of renter-occupied dwelling
units to owner-occupied units.

HOUSING TENURE RATIO

i JCCUPIE .| DeCUR |
1970 15,569 7,165 46.02 8,404 53.98
1980 24,834 11,469 46.18 13,365 53.82
1990 31,418 14,300 45.52 17,118 54.48
1993 36,658 16,868 46.01 19,790 53.99

SOURCE:1990 Guam Annual Economic Review and Bureau of Census

The Affordable Housing Task Force recognizes the benefits that homeownership
can give to families and to our island. Families will realize a sense of security and
control over their living situation, pride, personal wealth, greater stability and
certainty. Itis the goal of the task force to pursue opportunities for affordable
homeownership by laying a strong foundation, managing the controllable forces
through sound planning efforts. '



RATE OF HOMEOWNERSHIP

Households & Housing Unlis

N A A |

[} 5000 10000 15000 20000 25000 30000 18000 40000
# HOUSING UNITS

- Total # Househo!ds ﬁ # Owner-Occupled # Renter-Occupled

SOURCE: 1990 Guam Annual Economic Review and Bureau of Census

the “CURRENT SITUATION” ...

*

Through government-sponsored land for the landless programs created in
1990, specifically the Astumbo, Dededo, As-Lucas, Pigua, lja, and Umatac
Subdivisions, an estimated 1425 residential lots have been awarded through
lotteries to eligible applicants for the purpose of constructing a permanent
residential dwelling. THE CONSTRUCTION OF A RESIDENTIAL DWELLING
IN THESE PROPERTIES IS STAGNANT.

Beginning May 29, 1996 and 180 days thereafter, the Guam Housing and
Urban Renewal Authority (GHURA) suspended the application intake for the
Section 8 and Public Housing Assisted Programs. At that time,
approximately 1573 families had been deemed eligible for the housing
assistance programs; 1073 applicants on the Section 8 waiting list and
approximately 500 applicants on the Public Housing waiting list. Intake will
commence on November 26, 1996.



the “OBJECTIVES”

TO PROVIDE LAND AT LOW COST FOR HOUSING
(GUTIERREZ/BORDALLO HOMESTEAD ACT)
“Develop and implement programs designed to improve available land

for housing in programs such as the Chamorro Land Trust Act and the
Land for the Landless.” (Vision 2001)

TO ASSIST LOT OWNERS IN GOVERNMENT SPONSORED LAND
FOR THE LANDLESS PROGRAMS

TO STRUCTURE INCENTIVE PROGRAMS FOR BUILDING
AFFORDABLE HOUSING

MANPOWER RESOURCE: TO STREAMLINE THE ALIEN
LABOR CERTIFICATION

ISSUANCE OF $63 MILLION SINGLE FAMILY MORTGAGE
REVENUE BOND

“Seek out single family home financing through revenue bonds or
private sources to provide low interest mortgage financing to help

people build their own homes at the most affordable prices.”
(Vision2001)

IMPLEMENTATION OF LADA ESTATES AFFORDABLE
HOUSING PROJECT

“Complete the Lada Estates project as a successful model
development and seek out similar community development
opportunities in both the public and the private sectors based on this
model.” (Vision2001)

IMPLEMENTATION OF A HOMEOWNERSHIP EDUCATION &
COUNSELING PROGRAM




A BARRIER “MANAGED” ... MORTGAGE LIMIT RAISED FOR GUAM

“We will continue to work to raise the mortgage limit for federal housing
administration loan programs. Building on this success, we must continue to seek
ways to maximize federal support for housing.” (VISION 2001)

ACCOMPLISHED. As stated in a letter from Jill B. Hurt, Director, Single Family
Housing Division, US Department of Housing and Urban Development, Hawaii State
Office dated July 13, 1995, “...effective immediately, Guam mortgage limits for the
FHA mortgage insurance program are increased.”

UNIT SIZE ONE TWO THREE FOUR
OLD LIMIT $142,500 $160,500 $195,100 $225,000
NEW LIMIT $180,500 $203,300 $247,000 $285,000

With these programs in place, we can provide the maximum of opportunities for our
people to own homes on our limited land resources.



Passage of Bill 208:
Chamorro
Homesteading

Program

affordable housing task force
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TO PROVIDE LAND AT LOW COST FOR HOUSING: Gurierrez/Bordallo
Homesteading ProGgrAM

“Develop and implement programs designed to improve available land
for housing in programs such as the Chamorro Land Trust Act and the
Land for the Landless.” (Excerpt frem Vision 2001)

Itis the objective of the task force to lobby the passage of Bill
208 into law. To be administered under the provisions of the
Chamorro Land Trust Act by the Chamorro Land Trust
Commission, the Gutierrez-Bordallo Homestead Act, Bill 208
would change the present leasehold interest status and allow
fee simple ownership of residential land (by Native Chamorros
only) under the jurisdiction of the Commission. Bill 208 has been referred to
Committee, but no further action is anticipated until January 1997.

If Bill 208 becomes law, two (2) benefits would be realized. (1) Ownership in fee
simple title would ease the mortgaging problem currently experienced under
leasehold interest; and (2) Qualify the property to be assessed for real estate
taxes.

The Chamorro Land Trust Commission has completed its review of the 321 lots
(approximately 10,000 acres) in its inventory and should begin to assert its
ownership and jurisdiction over other identified lands pursuant to the Total Land
Inventory and the review of Public Law 22-18. The availability of land and funding
is dependent on Legislative action and the amending and correction of certain
requirements.



TASK FORCE:
LONG-TERM OBJECTIVE:

Affordable Housing Task Force

Provide Land at Low Cost for Housing {(Chamorro Land Trust Commission)

Bill 208 becomes law.

Public Informafion and

* FLOWCHART

inventory

for new subdivision
* Some lols ready

January 1997
Education * Governor's Office * Bill passed by Legislature
* Legislature * Governor signs Bill info Law
——
Installation of Infrastructure in Subdivisions. Five years from 1996 $40 million *CLIC INFRASTRUCTURE INSIAL&J
* PUAG
* GPA
*GTA
* Legislature
Correct Relafive Lot Size as per Rules & Regulations January 1997 Time - Legislalive *CLIC Rules & Regulafions
(P.L. 23-38) Amendment * Governor's Office | corrected/amended
* Legislature
Mortgaging Capability January 1997 Time - Legislative *CLIG CLTA amended lo allow for
Amendment * Governor's Office | morlgaging fo lending
* Legislature institutions
Availability of Land for Home Building Presently reviewing land | * $40 million infrastructure " eue Leases/Deeds executed

Developed by Joe Borja, Administrative Director, Chamorro land Trust Commission

O ||
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TO ASSIST LOT OWNERS IN GOVERNMENT SPONSORED LAND FOR
THE LANDLESS PROGRAMS

In 1990, the government began a “Land for the Landless” program; a program to
develop and subdivide government lands to be sold to eligible applicants at $2500
for the purpose of constructing a permanent residential dwelling. At that time, it
was the premise that because land was limited and expensive, if it were to be
provided at below market price, households of low income would be able to
construct a home. Today we are finding that this is not the case and the
construction of a residential dwelling on these properties is stagnant. Therefore,
itis the objective to assist these lot owners achieve their housing goal. Following
are six properties that have been identified for the task force to focus its efforts.
Collectively, there are approximately 1425 residential lots, priced below fair
market value at $2500 each and sold to eligible participants identified in a lottery.

Astumbo Subdivision Dededo 503 283 GHURA

(as of 2/28/96)

Dededo Subdivision Dededo 165 39 DLM
(as of 2/28/96)

As-Lucas Subdivision Talofofo 222 105 DLM
(as of 2/28/96)

Umatac Subdivision Umatac 98 no info DLM

lja Subdivision Inarajan 305 27 DLM
(as of 4/18/96)

Pigua Subdivision Merizo 132 23 DLM
as of 4/15/96)

Of these properties, the task force focused its efforts on the Astumbo Subdivision,
the Dededo Subdivision and the As-Lucas Subdivision because infrastructure is
available on these properties. Infrastructure installation in the Pigua Subdivision,
Merizo commenced in March 1996 with completion estimated in six months.

The task force, assisted by staff of the Department of Land Management, compiled
the necessary information to contact each lot owner in the Dededo, As-Lucas, and
Pigua Subdivisions. Information on the Astumbo Subdivision lot owners is
compiled, but needs to be updated. As instructed, this information has been
transmitted to GHC. GHC will conduct a preliminary interview on each client to
determine financial capability to pursue homeownership.



STRATEGY TO ACHIEVE OBJECTIVE:

1.

~ Identification of Lot Owners. Develop a master list of lot owners in each of

the six properties.

Determine Payment Status of each Lot. Identify those lot owners that have
paid for their lot in full and those that have not.

FOCUS efforts on those lot owners who have paid for their lots in full.
Interview to obtain pertinent information (household size, income, debts,
etc.) and determine prequalification level.

Gather and analyze information pertaining to each property, ie. Conveyance
documents, Enabling legislations, etc.

Development of Population Profile. Through telephone surveys, personal
interviews, mail return questionaires, etc. compile client data such as
income, household size, etc. in order to develop a population profile. This
population profile will be used to develop financing and housing
construction programs.

A critical issue currently being addressed is the lack of current and pertinent
information on each lot owner to develop a population profile. This profile will be
provided to financing institutions and developers of housing. In an attempt to
resolve this issue, the task force staff members concentrated its efforts on
contacting each lot owner in the Astumbo Subdivision via telephone to obtain the
necessary information, ie., gross income, household size, etc. Results of the
telephone survey conducted are, of the 283 lot owners who have paid for their lot
in full, the staff was successful with only 19. Many of the telephone numbers were
no longer in service. A mass mailing survey is now being considered.



OBJECTIVE:

TO ASSIST 70 LOT OWNERS IN THE ASTUMBO SUBDIVISION ACHIEVE HOMEOWNERSHIP

HOUSING
EQUATION
VARIABLES

IMPEDIMENTS TO
IMMEDIATE ,
IMPLEMENTATION

COMMENTS

2 e

“Construction
Mechanisms”

Process.

LAND Astumbo Subdivision Lots
For GHC Loan Program, need to | Approval from DPW
CONTRACTOR Identify Contractor through Bid to commence Bid

process,

LENDER

“Financing
Mechanisms”

Conventional Lending

GHC: Regular Loan
Program (appx $700,000)

GHURA: Home ‘95 Grant
{appx $900,000) CAHAT
Frogram

First Savings & Loan: FHLB of
Seattle Grant (appx $50,000)

Qualification by
Lending Institution

Eligibility criteria of 3

denials

Partnership w/
lending institution

Eligibility criteria of
50% median
&Homebuyer
Program

HOMEBUYER

PRIORITY TO: * Astumbo Lot Owner

* Lot Paid in Full

* Tenant of Section 8 or Public Hsg Program

THEREAFTER: * Astumbo Lot Owner

* Paid in Full

FINANCING MECHANISMS FOR HOMEBUYERS:

PREQUALIFICATION PERIOD: GHC is currently interviewing lot owners to
determine their financial capacity to obtain a mortgage loan.

PRIORITY OF FINANCING FOR HOMEBUYERS:

FIRST: Pursue conventional lending with lending institution without financial
assistance from GHURA or GHC, based solely on the client’s ability.

SECOND: Pursue conventional lending and if financial assistance is needed by
the Homebuyer for downpayment and/or closing cost, use HOME ‘95 Grant funds.

FINAL OPTION: Qualify under GHC Regular Loan Program.
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ASTUMBO SUBDIVISION

The Guam Housing & Urban Renewal Authority as authorized by Guam Public Law
14-138 and through funding assistance from the Community Development Block
Grant Program, developed 503 residential lots in the Astumbo Subdivision,
Municipality of Dededo. Within the subdivision, there will be a fire station, a
community center, and three commercial lots.

The residential lots average 10,900 square feet in size with the necessary
infrastructure: water, power, sewer, telephone, and streets. Each residential lot
was sold to eligible purchasers at $2500 per lot.

ASTUMBO SUBDIVISION

Residential Lot Status as of 2/28/96

TOTAL # OF RESIDENTIAL LOTS = 503

# Lots: Paid in Full = 283 or 56%
[59  # Lots: Balance Remaining = 163 or 33%

B o»ion:no Payment Made = 57 or 11%

The lot must be used for residential purposes
only and allows for the construction of
duplexes. To be eligible, the applicant must
be a bonafide resident of Guam, of legal age,
without fee title to any real property in or out
of the Territory, with an income not
exceeding the limits established for a low-
income family residing in low rent housing,
and must meet one of four preference
categories.



HOMEBUYER SELECTION

Selecting eligible and qualified homebuyers is vital to the success of the program.
In the selection process, GHURA will develop a marketing plan which will include
affirmative marketing, identifying and selecting qualified homebuyers. Prospective
homebuyers who meet the basic requirements will be required to complete the
Homeownership Education Counseling Program in order to receive assistance.

ASTUMBO SUBDIVISION
Process of Homebuyer Selection

Lots
Lots with balarce o
remoirng & padinful
o paymend

Assass fronciat
capakity to
Upan ot paid in fult ocieve
homeoyresnp
Sef Requres
corstruction fracaat Cerwentiorat
assstoroe fercing
Deterrge clerts
skl povet
Refer toHabitat Ervolirto Mee! with Provide
for Hurvonity HECP torgter rformotion
“Seff Hedp Progrant
Cortroctor onthe

avokabiity of
HECP

LS —
P —
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DEDEDO SUBDIVISION PROPERTY INFORMATICN

The Dededo Subdivision, Tract 1113, is an emergency housing program created
to assist the disaster victims of Typhoons Russ, Omar, and Yuri. Enabling
legislations are Public Laws 21-60, 21-72, 21-1 46, and 22-65. From the information
submitted to and obtained by the Task Force, the following can be concluded.

In the Dededo Subdivision, ownership to one-hundred sixty five (165) lots have
been identified. Of the 165 lots, 96 lots are the Sagan Linahyan Subdivision.

The Sagan Linahyan Housing Subdivision, located in Astumbo, Dededo, consists
of ninety-six (96) single family dwellings of one-, two-, and three-bedroom sizes.
The subdivision is the result of a joint development effort between the Government
of Guam and the Federal Emergency Management Agency (FEMA) in the wake of
major typhoon damage due to Typhoon
Omar. It was the intent to provide

permanent homes at $1.00 each to
DEDEDO SUBDIVISION families devastated by Typhoon Omar.
Residentlal Lot Payment Status as of 2/28/96 The families were selected by FEMA in
1993. The subdivision was completed
and opened in March 1994. These 96
families have been identified and
shaded on the list transmitted to GHC.
The actual number to assist is 165 less
96 equals 69 lot owners.

TOTAL # OF RESIDENTIAL LOTS = 165 As of February 28, 1996, of the 165

# Lots: Paid in Full = 39 or 24% lots:

@ ¥ Lots: Balance Remaining = 113 or 68%

. # Lots: No Payment Made = 13 or 8% >ThirtY'nine (39) or 24% have been

paid in full;
>One hundred thirteen (113) or 68%

have a remaining balance; and
>Thirteen (13) or 8% have not made any payments.

Of the 39 paid in full, twenty-one (21) are of the Sagan Linahyan Subdivision. Of the
113 with a balance remaining, seventy-one (71) are of the Sagan Linahyan
Subdivision. Of the 13 who have not made any payments, four (4) are of the Sagan
Linahyan Subdivision.

Status of Housing Construction. As of February 28, 1996, the subdivision
contained 103 concrete structures, including 96 in Sagan Linahyan; 22
tin/container structures; 7 under construction; and 33 vacant.
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AS-LUCAS SUBDIVISION PROPERTY INFORMATION

AS-LUCAS SUBDIVISION, Talofofo

Resldential Lot Payment Status as of 2/28/96

TOTAL # OF RESIDENTIAL LOTS = 222

# Lots: Paid in Full = 105 or 47%
@ # Lots: Balance Remaining = 74 or 33%
. ¥ Lots: No Payment Made = 43 or 20%

A Government-sponsored Land for the
Landless Program located in Talofofo,
Guam. The Government of Guam embarked
on a program of developing government
lands to be subdivided and sold to eligible
applicants to construct a permanent
residential dwelling. Infrastructure
available on-site include power, water,
cable and telephone. Currently in progress 4
is the installation of sewer and roadways.
According to the Mayor of Talofofo,
completion date is scheduled for February
1997. From the information submitted to
and obtained by the Task Force, the
following can be concluded.

In the As-Lucas Subdivision, ownership to two-hundred twenty two (222) lots have
been identified through a lottery system which occured in September 1991. Each
lot is to be sold for $2500 each. As of February 28, 1996, of the 222 lots:

>One-hundred five (105) or 47% have been paid in full;
>Seventy-four (74) or 33% have a remaining balance; and
>Forty-three (43) or 20% have not made any payments.

Status on Infrastructure Installation.

(Village News, Pacific Daily News, May 19,

1996.)

* Construction on the sewer wastewater collector system has started.

* GPA capital improvement involves pole hardening, reconductoring and
providing a secondary underground system.

* Paving will follow the completion of the sewer system.

* Anticipated date of completion is December 1996.
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PIGUA SUBDIVISION PROPERTY INFORMATION

Located in Merizo, Tract 3821, the Pigua
Subdivision contains 132 residential lots. .
The creation of the Pigua Subdivision is PIGUA SUBDIVISION, Merizo
authorized under P.L. 20_72 dated Residential Lot Payment Status as of 4/15/96
September 14, 1989 and P.L. 20-217

To be eligible for a lot in the subdivision, an
applicant must own no land and in order of
priority:

1. Tenants of any portion of the
government land being subdivided; TOTAL # OF RESIDENTIAL LOTS = 132
2. Resident of Merizo who are veterans; # Lots: Paid in Full = 23 or 179%
3. Married couples and Sing'e parents n # Lots: Balance Remaining = 50 or 38%
who are residents of Merizo. B 7ot NoPayment Made = 59 or 45%

UMATAC SUBDIVISION PROPERTY INFORMATION

The subject of political controversy. Stated in a Pacific Daily News Article dated
May 27, 1996 regarding Tract 3241; of the 241 lots, 110 are either wetland areas
or too mountainous to be developed, therefore undevelopable or too costly to

develop.

IJA SUBDIVISION PROPERTY INFORMATION

Another subject of political controversy. This situation involves the government
awarding property that it does not legally own, no legal title to the property.

A total of 305 residential lots have been awarded to eligible applicants. Of this
amount, 27 lot owners have paid for their lot in full and 165 have executed
conditional contracts to deeds.

Presently, infrastructure is not available on the property. GHURA is conducting an
income survey of the 305 lot owners to determine if CDBG funds can be used to
cover infrastructural costs in the Subdivision. Pursuant to the regulations, at least
51% of the lot owners must be at or below 80% of income median adjusted for
household size. Determination of funding eligibility is estimated in June 1996.



PROPERTY INFORMATION

Dededo Dededo Talofofo Umatac Inargjan Merizo
Tract 240 Tract 1113 Tract 2831 Tract 3241 Tract 3734 Tract 3821
Tract 104
GHURA Dept of LandMgmt Dept of Land Mgmt. Dept of Land Mgmt. Dept of Land Mgmt. Dept of Land Mgmt.
1993 1991 Lotlery in Sept 1991 5
P.L.14-138 P.L. 21-60 P.L.16-118 P.L. 20-133 P.L. 16-97 P.L. 20-71
P.L.20-113 P.L.21-72 P.L.20-217 P.L.20-217 P.L.20-217 P.L.20-72
P.L. 20-217 P.L.21-146 P.L.20-217
P.L. 22-65 P.L. 22-65
P.L. 22-70
Land for the Emergency Housing Land fer the Landless Land for the Landless Land for the Landless Land for the Landless
Landless Program II
503 165 222 Tract 3241 = 64 305 132
includes Sagan Tract 104 =34 # Paidin Full = 27
Linahyan units = 96
Low Income Preference to Typhoon II
Russ Disaster Victims
$2.500 $2,500 $2,500 $2,500 $2,500 $2.500
Identified Identified Identified Identified Identified Identified
Available Available Currenily Available: As of May 19, 1996, not | Installation Cormmenc
Power, Water, Cable, avdilable. GHURA is in March 1994
& Telephone currently conducting
an income survey of
Currently In-progress: the residential lots
Sewer & roads owners fo delermine of
least 51% L/M eligibility
Est. Completion in Feb for use of CDBG funds.
1977. Determination to be
made in June 1996.
— _—_—'—_—_——I“—,

* Public Law 20-217 waives all requirements of Article 5 of Chapter 62, Title 21 GCA (the Subdivision Law). The Subdivision Law is inapplicable to
the “Land for the Landless” Subdivision Projects.



ANALYSIS OF DOCUMENTS USED BY THE DEPARTMENT OF LAND MANAGEMENT
(DLM) IN THE LAND FOR THE LANDLESS PROGRAMS:

1. Conditional Contract to Deed

2. Waiver
3. Conditional Deed of Conveyance

CONDITIONAL CONTRACT TO DEED:



THE ASTUMBO SUBIVISION WILL BE USED AS THE WORKING MODEL TO
FACILITATE PILOT PROGRAMS. THE PROCESSES AND MECHANISMS, IF
SUCCESSFUL, WILL BE REPLICATED IN THE OTHER SUBDIVISIONS.
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IMPLEMENTATION OF LADA ESTATES AFFORDABLE HOUSING
PROJECT

and seek out similar community development opportunities in both the
public and private sectors based on this model.” (visioN 2001 )

It is the objective to complete the Lada Estates Affordable
Housing Project by July 1998.

The project requires the cooperation of three agencies:

1. Guam Housing Corporation (GHC)
2. Department of Public Works (DPW)
3. Guam Economic Development Authority (GEDA)

GUAM HOUSING CORPORATION. The overall Project Manager. Responsible for
identifying and prequalifying potential homebuyers, conduct lottery, servicing of
financing mechanism, developing the rules and regulations

DEPARTMENT OF PUBLIC WORKS. Responsible for the Construction Mechanisms
of the project; from the preparation of bid specifications through the award of
contract, design approval and construction completion.

GUAM ECONOMIC DEVELOPMENT AUTHORITY. Responsible for the issuance of
the $63 million Mortgage Revenue Bond to be used as the financing mechanism.

FACTORS CRITICAL TO THE PROJECT'S SUCCESS AND TIMELY
IMPLEMENTATION:

1. The development of the Project’s Rules and Regulations by GHC;
2. The approval of the Project’s Rules and Regulations by the Legislature; and
3. The plan/layout of the property.

The Rules and Regulations must be approved before a lottery can occur. The
plan/layout of the property must be decided before bid specifications issued in
Invitation to Bid. A lottery must occur before Award of Contract.

The timeline specified is preliminary. Until the approval of the rules and
regulations and the plan/layout is obtained, a concrete timeline cannot be set.

Concluded at a May 24, 1996 meeting at Guam Housing Corporation, the project’s
rules and regulations need to presented to the Legislature. DPW is currently
negotiating the plan/layout of the property.
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A meeting was held on Thursday, May 9, 1996 at Guam Housing Corporation to
discuss the progress and implementation of the Lada Estates Affordable Housing
Project. In attendance were representatives from the Department of Public Works
(DPW), Guam Housing Corporation (GHC), and Mr. Thomas Young, Co-Chair of the
Affordable Housing Task Force. Transpired at the meeting are as follows:

PROJECT INFORMATION

ENABLING LEGISLATION: P.L. 20-225 dated January 11, 1991

LOCATION: Dededo
OWNERSHIP: Fee Simple
TYPE: Turnkey Development Project
NO. OF UNITS: Four hundred (400) units
Townhome stye of living
SIZE OF UNITS: Three (3) and four (4) bedrooms w/ 2 baths
TARGET MARKET:

120 units to families whose incomes are up to 100% of median
200 units to families whose income is between 100% to 130% of median
80 units to families whose income is between 130% to 150% of median

IDENTIFICATION OF HOMEBUYERS

Guam Housing Corporation will identify at least 400 qualified homebuyers within
each required unit allocation. It is critical that before the Award of Contract on
August 30, 1996 the homebuyers have been selected and qualified through a
lending institution to receive a mortgage loan.

Solicitation for Applications Completed
Screening of Applications Completed
Identification and Prequalification of Potential Homebuyers In Process
Lottery to Identify Homebuyers June 30, 1996
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CONSTRUCTION SCHEDULE

The Department of Public Works will prepare the Bid Specifications and publish the
“Invitation to Bid” advertisement on or before May 31, 1996.

A

Preparation of Bid Specifications and Advertise by May 31, 1996

“Invitation to Bid”
Bid Opening July 31, 1996
. (60 days following Invitation to Bid)
Award of Contract August 30, 1996
(30 days following Bid Opening)
Design and Review Period September 1996 - February 1997
(180 days following Contract Award)
Design Approval by DPW February 28, 1997
Notice to Proceed March 3, 1997
Construction Period March 1997 - July 1998
Completion of Lada Estates July 1998 '

Issue regarding Off-site Infrastructure: According to the enabling legislation, P.L.
20-225, Section 6: “The cost of off-site infrastructure and off-site access roads
shall be the responsibility of the government of Guam.”

Due to the precarious financial position of the government, | recommend the

amend the public law to permit the Contractor to finance the off-site infrastructure
and off-site access roads and pro-rate the costs to the homebuyers.

FINANCING MECHANISMS:

Conventional Lending. Due to the income levels of the homebuyers, it will be Guam
Housing Corporation’s (GHC) intent to promote conventional lending as the main
source of homebuyer financing. GHC will encourage the private lending
institutions to develop a loan program to meet the needs of the homebuyers while
satisfying the needs of the project using the developed propertyand the structure
as collateral to achieve a 0% downpayment program.

Guam Housing Corporation will convene a meeting the first week of June 1996 with
interested lending institutions to solicit their participation, to provide information
on the project and the prequalified homebuyers, address potential
concerns/impediments,and discuss alternative programs (ie. extension of
commitment period, bank guarantee).



Proposed Mortgage Revenue Bond. On May 2, 1996, while in New York, Mr. Ed
Untalan, Deputy Director of the Guam Economic Development Authority (GEDA)
and myself met with the Financial Advisors on the bond issue, Ramirez and
Company. It was agreed that Ramirez and Company will present two (2) scenarios
using the Mortgage Revenue Bond as “take-out” financing.

Please note: the above information had been transmitted to the Governor on May
13, 1996 under Mr. James G. Sablan’s signature, President, Guam Housing

Corporation.



TASK FORCE: Affordabie Housing Task Force i

LONG-TERM OBJECTIVE: Implementation of Lada Estates Affordable Housing Project
Construction of Lada Estates Project 785 days from March * Financing * Guam Housing * Development of structural
1996 * Construction Corporation planning policy and
* Infrastructure procedure
* Proposed legislation at Governor’s | * Dept. Of Public
Office for Review. Works * Development of Bid Specs
* Bid Specifications for Construction ~

NOTE: See attached Guam Housing Corporation Timetable.

IDENT!FICATION OF HOMEBUYERS CONSTRUCTION SCHEDULE
Guam Housing Corporation will identify at least 400 qualified homebuyers The Department of Public Works will prepare the Bid Specifications and
within each required unit allocation. Itis critical that before the Award of publish the “Invitation to Bid” advertisement on or before May 31, 1996.

Contract on August 30, 1996 the homebuyers have been selected and
qualified through a lending institution to receive a mortgage loan.

e

Preparation of Bid Specifications by May 31, 1996

e

' EE——— and Advertise “Invitation to Bid”
Soiicitation for Applications Completad
Bid Opening July 31, 1996
Screening of Applications Completed (60 days following Invitation to Bid)
Identification and Prequalification of In Process Award of Contract August 30, 1996 |
Potential Homebuyers (30 days following Bid Opening)
Lottery to Identify Homebuyers June 30, 1996 Design and Review Period September 1996 - February 1997
(180 days following Contract Award)
Design Approval by DPW February 28, 1997
Notice to Proceed March 3, 1997
Construction Period March 1997 - July 1998

Completion of Lada Estates July 1998
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( 6
Y] TO STRUCTURE INCENTIVE PROGRAMS FOR BUILDING
| AFFORDABLE HOUSING

To be administered by the Guam Economic Development
Authority whose mission is to promote economic
development in the Territory of Guam. The Task Force
transmitted four (4) incentive program recommendations to
the Guam Economic Development Authority for their review
on January 29, 1996. On-going communication to further
clarify the recommendations for the incentive program is in
progress between GEDA and the Task Force.

GEDA transmitted a letter dated April 10, 1996 commenting on the proposed
incentive programs.

PROPOSED LEGISLATION IN THE WORKS...

BILL ____ introduced by Senator Carlotta Leon Guerrero targetted at first time
homebuyers. Intended to satisfy the basic need of residents of Guam to own their
own homes and will encourage construction and, therefore, economic
development, Bill _ will provide tax rebates to homebuyers to encourage first
time home ownership. (Attached as Exhibit __. )

BILL 606 introduced by Senator Joe T. San Agustin and Senator John P. Aguon
targetted at developers, contractors and subcontractors authorizes the issuance
of Qualifying Certificates (QC) to developers of affordable housing. Provides for
the abatement of all gross receipts taxes, and a rebate of one hundred percent
(100%) of all income tax paid to the government of Guam for a period of up to
twenty (20) years from the date of the QC derived from the construction of no less
than twenty-five (25) affordable housing units. (Attached as Exhibit )
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MANPOWER RESOURCE: TO STREAMLINE THE ALIEN LABOR CERTIFICATION

PROCESS

Under the jurisdiction of the Alien Labor Processing and Certification Division of the Department
of Labor, it is the objective to identify areas within the process to aliow for

expeditious certification.

The Guam Contractors’ Association (GCA) raised several critical labor
issues in a letter to the Governor dated April 26, 1996. The task force
received a copy and addressed the issues with Linda San Nicolas of the
Alien Labor Processing and Certification Division,Department of Labor.
Following are four (4) point issues raised in the letter.

ISSUE 1: “the lack of a current Prevailing Wage Survey, as, despite
repeated requests for an updated survey, we are still using wage
rates developed in 1992;”

RESPONSE: See attached Executive Summary Briefing dated May 1, 1996:

Status of Implementaticn of New Prevailing Wage Rates for H-2 Labor Certification.
ISSUE 2: “the assessment of needs pertaining to job or trade classifications, for example, abnormally
high levels of certain trade categories, such as plasterers;”
RESPONSE: The Department of Labor has meet with the Guam Contractors’ Association on this issue.
ISSUE 3: “the consolidation of similar trades, for example, a single trade category for all masonry
trades to allow increased flexibility on jobsites; and”
RESPONSE: Currently in the process of developing a proposal to amend the local rules and regulations
governing the processing of applications for temporary laborers. The estimated date of
proposal completion is August 1996. Upon completion, a public hearing will be held to aliow
for public comments.
ISSUE 4: “enforcement of Department of Labor Rulos and Regulations, especially regarding the
common practice of what we call “labor brokers” who “rent out” alien labor on a short-term
bsis, and the current level of field enforcement.”
RESPONSE:  The Department of Labor employs Labor Law Enforcement Specialists to conduct inspections
and enforce the Department’s Rules and Regulations. Inspections for compliance are based
on the information submitted to the Department. The “labor broker” issue is a concern to the
Department, but unless a formal complaint is filed, an investigation will not occur.
ATTACHMENTS
* Status Report on Manpower Resourcing from Linda San Nicolas, Alien Labor Processing and
Certification Division (ALPCD), Department of Labor

* Executive Summary Briefing dated May 1, 1996: Status of Implementation of New Prevailing Wage
Rates for H-2 Labor Certification. Prepared by Gary A. Hiles, Senior Economist, Department of Labor,
Guam

* Letter to Governor dated April 26, 1996 from the Guam Contractor’s Association regarding the Alien

Labor Processing & Certification Division, Guam Department of Labor
* ALPCD Clearance Sheet and Temporary Alien Employment Certification Checklist



TASK FORCE:

Affordable Housing Task Force

LONG-TERM OBJECTIVE:

Manpower Resource: Improving Alien Labor Process and Certification

e — e ———

Procedures require that the Application for
|[Temporary Labor Cerfification be submitted to DOL
al least 40 days before the worker's services are
needed.

40 days beginsfrom the
lime application was
filed fo DOL.

Local funding is
essentially needed for
recruitment purposes
of at least 3 more
caseworker

Reviews application for
completeness and
conformity to DOL
requirement and to allow
the employer for the 30
days recruitment of U.S.
workers and the 10 days
or less processing time by
DOL.

To allow an employer fo file

the required Temporary

labor cerfification issued by

lhe Governor to THE
appropriate INS office in a
limely manner.

Registrafion of Temporary Alien Workers:
Idenfification Badges

Temporary Worker shall
be registered within 24
hours. Upon arrival in
Guam.

It is essential to the
operalion of this
program that local
funding be granted fo
recruit 3 more
inspectors.

A violation fo this
provision ma be subject
lo administralive
penallies.

The offender may either
pay the fine, or appeal to
the Director of Labor for a
hearing.

Temporary Alien Worker
A. Exit Clearance
B. Nofification of Departure

A. 15 days prior fo the
depariure.

B. Within 10 days after
the depariure.

It is essential fo the
operation of this
program that local
funding be granled to
recruit 3 more
inspectors.

A violation o this
provision ma be subject
o administrative
penalfies.

The offender may either
pay the fine, or appeal to
the Director of Labor for a
hearing.

Monies collected as follows:

1. Registration

2. Penalties

3. Lost ID

4. Wage Bond

5. Repatriation Guarantee Bond

Usually the same day.

It is imperative that
local funding be
provided to recruit for
an Accountant for the
program and also a
Dala Entry Clerk.

To collect and deposit
monies received in the
form of cashier's checks,
money orders, TCDs, and
insurance bonds.

1. Proper maintenance of
records and accounts
between DOL and DOA.

2. Adequale reporling is
provided to the Guam
Legislature with respect to

the regisiration and penalty

fees collecled.

A temporary labor cerfificafion issued by the
Department shall be limited to one employer and
only fo those projects approved by the Department,
shall be non-fransferable, and shall valid only for the
specific activily designated in the cerlificate and
only for the occupalion specified for each
temporary worker covered by the certificate.

Effeclive the dale the
approval was issued.

Again, as mentioned
earlier local funding is
needed fo recruit 3
more inspectors.

A violalion to this
provision may be subject
fo administrative
penallies.

The offender may either
pay the fine or appeal to
the Director of Labor for a
hearing.

——

—— — —
— = —

Developed by Linda San Nicolas, Alien Labor Processing and Certification Division, Department of Labor.
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IMPLEMENTATION OF A HOMEOWNERSHIP EDUCATION &
COUNSELING PROGRAM

The island is experiencing a critical need for the
implementation of a Homeownership Education and
Counseling Program. Currently no such program exists.

The lack of a Homeownership Education and Counseling
Program is an obstacle to affordable housing because
completion of such a program is a prerequisite to receiving
financial assistance with federal funds. As government,
collectively we will pursue the most efficient, cost effective
way to implement a program. Cognizant of the expertise required to operate the
program, in the first year, the program will be contracted to a private
organization(s) identified through a “Request for Proposal” bid submission.
Concurrently, GHURA and GHC will be in the process of identifying and developing
the capacity to include certifying existing personnel who will operate the program
in year two.

In a partnership effort between the Guam Housing and Urban Renewal Authority
(GHURA) and the Guam Housing Corporation (GHC) a “Request for Proposals” was
published on April 16 & 17, 1996.

Target Population and Number to Assist. INITIALLY, the program will target the
residential lot owners who have paid their lot in full and have stable income and
require government financial assistance to obtain a mortgage. Based on the
program’s requirements, an average cycle is 24 weeks, dependent on the client’s
credit history and worthiness. The program will seek to assist a minimum of
seventy-five (75) clients in one cycle.

RESPONSE TO “RFP.” Eleven (11) proposal packets had been obtained by
interested persons/organizations. At close of proposal submission, GHURA had
received two proposal submissions from two (2) private education institutions.

PROGRAM IMPLEMENTATION. A recommendation for contract award to
implement the Homeownership Education & Counseling Program will be presented
to the Board of Commissioners of the Guam Housing and Urban Renewal Authority
by the Executive Director on May 29, 1996. If approved, contract execution will
occur May 30, 1996 and program implementation in June 1996.
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ISSUANCE OF $63 MILLION SINGLE FAMILY MORTGAGE
REVENUE BOND

“Seek out single family home financing through revenue bonds or private
sources fo provide low interest mortgage financing to help our people
build their own homes at the most affordable prices.” (Excerpt from Vision
2001)

Initiated by Guam Housing Corporation, GHC proposes to use
the $63 million Mortgage Revenue Bond to support the provision
of low interest mortgage financing to homebuyers in the Lada
Estates Affordable Housing Project ($50 million) and to assist lot owners in
government sponsored land for the landless programs ($13 million). The
completion and issuance of the Mortgage Revenue Bond has been tasked to the
Guam Economic Development Authority (GEDA) since GHC is not authorized to
issue bonds.

GEDA has expressed that completion of the MRB is contingent upon the
completion of a number of issues including updating the housing study accounting
for the current environment to determine a sufficient demand level to utilize the
entire bond proceeds within a 2-3 month period to avoid unnecessary interest
rate risk and the establishment of lending mechanisms from which the mortgages
are originated.

UPDATE: On May 2, 1996, while in New York, Mr. Ed Untalan, Deputy Director of
the Guam Economic Development Authority (GEDA) and myself met with the
Financial Advisors on the bond issue, Ramirez and Company. It was agreed that
Ramirez and Company will present two (2) scenarios using the Mortgage Revenue
Bond as “take-out” financing.
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CRITICAL SUCCESS FACTORS

* PARTNERSHIP WITH LENDING INSTITUTIONS. A key player, crucial in the quest
for affordable housing development. Understanding the concerns and “doing
something about it” is of utmost importance if government agencies want the
participation of the lending institutions. When both parties’ interests are met, the
development of financial mechanisms to meet the needs of our people will follow.

* DEVELOPMENT OF CLIENT PROFILE. Critical to the success of any project
undertaking is the availability of current and accessible information. This is not the
case with the lot owners in each subdivision. The concern, once again, how do we
know what is needed if we don’t even know what we have.

OUTSTANDING ISSUES/RECOMMENDATIONS

* CONTINUITY OF THE TASK FORCE. Now that the foundation is settling and ready
to take effect, it becomes even more important to continue the efforts of the task
force. Continuity of the task force will serve as the coordinating entity to monitor
and ensure the realization of the objectives in a timely manner.

* “ONE-STOP” FOR DEVELOPERS OF AFFORDABLE HOUSING
*TO DEVELOP PROGRAMS TO ASSIST “MEDIUM” INCOME FAMILIES

* NEED FOR FINANCIAL ASSISTANCE TO FAMILIES PURSUING “SELF-
CONSTRUCTION”

* $$$ FOR START-UP COSTS, ie., Appliances, Furniture, Beds, etc.

* COORDINATED EFFORT BY GOVERNMENT AGENCIES TO AVOID DUPLICATION
OF SERVICES. Housing is currently being provided by several government
agencies: the Guam Housing Corporation, the Guam Housing and Urban Renewal
Authority, the Chamorro Land Trust Commission, the Department of Administration
and the Department of Land Management.

* RE-ASSESS EACH GOVERNMENT AGENCY’S MISSION AND PURPOSE
* FIRM COMMITMENT FROM EACH AGENCY TO WORK TOGETHER

* HOUSING FOR THE DISABLED. The Vision for Affordable Housing does not make
reference to housing for persons with disabilities.



LACK OF COORDINATION. No coordination amongst government agencies to
provide assistance to the lot owners. Upon full payment of the lot, there are no
homeownership programs for the client. The Department of Land Management is
charged with administering the Land for the Landless Program. During a
discussion with the Land Agents on the process a client go through, when the lot
is paid in full, no referral is made to the client for further assistance.



LIST OF EXHIBITS:
Bill introduced by Senator Carlotta Leon Guerrero

Bill 606 introduced by Senator Joe T. San Agustin and Senator John P.
Aguon

Memorandum dated April 10, 1996 from Ed Untalan, Deputy Director,
Guam Economic Development Authority to Co-Chairs, Affordable Housing

Task Force

Status Report on Bill 208: Gutierrez/Bordallo Homesteading Program from
Joe Borja, Administrative Director, Chamorro Land Trust Commission

Status Report on Manpower Resourcing from Linda San Nicolas, Alien
Labor Processing and Certification Division, Department of Labor

Public Law 20-225: Enabling Legislation for the Lada Estates Project
Lada Estates Project Proposal by Thomas Young

Executive Summary Briefing dated May 1, 1996: Status of Implementation
of New Prevailing Wage Rates for H-2 Labor Certification. Prepared by

Gary A. Hiles, Senior Economist, Department of Labor, Guam

Letter to Governor dated April 26, 1996 from the Guam Contractor’s
Association regarding the Alien Labor Processing & Certification Division,
Guam Department of Labor

Comprehensive
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AFFORDABLE HOUSING STRATEGIC PLANNING TASK FORCE
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M. CLARISSA GAPUZ, Member
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DAVID S. SUMAGAYSAY, Support Staff
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BETTY BAMBA, Support Staff
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MAGNOSITA MANJARES, Support Staff
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President
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Phone No. 475-4904

JOSEPH M. BORJA, Member
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BILL LEON GUERRERO, Member
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ED BORJA, Member
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Guam Economic Dev. Authority
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Program Coordinator IV
Department of Labor

JONATHON TOVES, Support Staff
Governor’s Office

ANTOINETTE DUENAS, Support Staff
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fintroduced
TWENTY-THIRD GUAM LEGISLATURE

| APR 1713
1996 (SECOND) REGULAR SESSION |

Bill No. £ 000 (L9
Introduced by: /1.T. San &gusting)h/
N n{,ﬁ\( =
T A A~
AN ACT TO AMEND §§2801, 2802, 2803, 2804, 2805, 2806, 2807
AND 2808 OF ARTICLE 8, CHAPTER 2, TITLE 12, GUAM CODE

ANNOTATED, AND TO REPEAL §2809 OF SAID ARTICLE TO

ENCOURAGE THE DEVELOPMENT OF ADDITIONAL HOTELS
AND TOURIST FACILITIES; AND TO AMEND §§2404
SUBITEM 8, 2405.4, 2427.5 AND 2443 OF SAID ARTICLE 4,
CHAPTER 2, TITLE 12, GUAM CODE ANNOTATED, AND TO
ADD TO SAID ARTICLE NEW §§2427.6 AND 2428.5 TO
AUTHORIZE THE ISSUANCE OF QUALIFYING
CERTIFICATES TO DEVELOPERS OF AFFORDABLE HOUSING.

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM.:
Section 1.  §2801 of Article 8, Chapter 2, Title 12, Guam Code Annotated, is

hereby amended to read:

“§2801. Legislative findings. -Adequate-hotel-accommodations;




Caciliti i . 1 o] G s ailine_iol
Kot T - ol lations, faciliti ! .

is-declaredto-be-apubliepurpese. Additional hotel accommodations

and tourist facilities and services are essential to the further

development of Guam'’s tourist industry, now the island’s principal
industry, in view of the downsizing of the territory’s military facilities.

Additional hotel accommodations_and tourist facilities will create jobs

to take the place of those lost in such military base closures. The

provision of such additional accommodations and facilities is declared

to be a public purpose.”

Section 2. §2802 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:

“§2802. GEDA to Ppromote Hotel-Development gadditional

hotels and tourist facilities. The Corporation shall promote the
construction -and-eperation-ef-new-hotels-and-the-expansion-of-existing
| Is with—ineid | 1 relatod—facilit : ] i

accommodation-ef-tourist-and-other—visitors-in-Guam:- of new hotels,
the expansion of existing hotels, and the construction of tourist
facilities for the adequate accommodation, amusement of, and service

to, tourists and other visitors to Guam.”

Section 3. §2803 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read as follows:

“2803. -Samer—Peivers—and-ResponsibiliiesRelative—to—Hotel
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Ceorporation. Same: powers and responsibilities. The Corporation is



authorized and empowered to do all things necessary or appropriate to

carry out the purposes of this Article. It is expressly authorized.

(@ _ Information on tourism. To collect and

disseminate information concerning Guam’s tourist industry and the

financial incentives offered by the government of Guam for the

development, operation and ownership of hotels and tourist facilities

in Guam;

(b)  Coordination with government agencies. To

assist persons interested in building or expanding hotels or tourist

facilities in Guam in obtaining information from and coordinating
with government of Guam agencies, public corporations and Federal

agencies represented in Guam;

(0 Information on financing. To assist those

persons interested in building or expanding hotels or tourist facilities
in Guam in obtaining financing by maintaining and disseminating
information regarding financing available through private and public
sources; and

(d) - Feasibility studies. To provide administrative

and financial assistance, on_such terms and upon such conditions as

the Board may determine, with respect to the preparation of feasibility

studies relating to specific proposals for the development or expansion

of hotels or tourist facilities in Guam.”

Section 4. §2804 of Article 8, Chapter 2, Title 12, Guam Code

Annotated is hereby amended to read as follows:

“§2804. -Gevernment—Land—for—Development—of—Tourist



Faciliies— U by the Board the-G _with ]
| land-suitablefordevel of touristfacilitios i
l _the G . thoor land
appropriated{for-such—acquisition._Same: definitions. For purposes of
this Article and unless the context otherwise requires, “Hotel” means a

building or buildings containing not less than two hundred (200) guest

rooms held out to the public as a place where all transient persons,

including but not limited to tourists, who come will be accommodated

and entertained as guests for compensation whose facilities are open to

the public as a whole; and “tourist facility” means a building or

buildings whose construction cost is not less than Five Million Dollars

($5,000,000) offering for compensation, sustenance, entertainment, or

amusement of tourists, other transients, and other members of the

public, the activities of which facility the Board finds beneficial to the

development of Guam’s tourist industry.”

Section 5. §2805 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:

this—Article._Business Privilege and Use Tax exemptions. The proceeds

from any contract for building materials or supplies, or for labor or



supervision used in the construction of any new hotel or tourist facility

in Guam, or for the expansion of any existing hotel, shall be exempt

from the tax imposed under Subchapter B of the Business Privilege Tax

Law; 1 that (a) the person providing the materials, supplies

labor or supervision has received a certificate of exemption from the

Corporation: and (b) the person claims the exemption within the

following period: Within one (1) year of the effective date of this

Article or when the building permit for the project is issued,

whichever first occurs. The exemptions authorized by this section

shall be for a period not to exceed twenty-four (24) months, extendable,

for caus the Board, for an additional period of u enty-four

(24) months. The Corporation shall adopt reasonable rules and

regulations in accordance with the Administrative Adjudication Law
for the granting of certificates of exemption in order to ensure that

certificates are issued only with respect to materials, supplies, labor or

supervision furnished subsequent to the effective date of this Article

and for the construction of a new hotel or tourist facility or the

expansion of an existing hotel.

The owner of a hotel or tourist facility constructed under a

contract, the proceeds from which have been exempted under this

section from the tax imposed under Subchapter B of the Business

Privilege Tax Law, shall be exempted from the Guam Use Tax Law,

with respect to the property used to construct, furnish and equip_the
hotel or facility, for a similar period.”

Section 6. §2806 of Article 8, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read:



“§2806. Iia*—éfee&ts—&nd%er—E*empﬁeas—fef—Deaaﬂeﬂs—lihe

was-made:_Consideration to existing hotels. The Board shall exercise



its powers with respect to this Article so as to promote the construction
of new hotels, the expansion of existing hotels, and the construction of

new hotels, the construction of tourist facilities in an orderly manner

and with due regard being given to the profitability of existing hotels

and tourist facilities.”

Section 7. §2807 of Article 8, Chapter 2, Title 12, is hereby amended to

read:

“§2807. Appropriation—There—is—appropriated—to—the

. A rebate of up to fifty percent (50%) of all

income tax paid to the government of Guam a Beneficiary on
income derived from the lease of land, buildings, machinery or
equipment to a Beneficiary of a Qualifying Certificate issued for a hotel
or_tourist facility covered by the provisions of this Article may be
issued for a period not to exceed five (5) consecutive years from the
effective date of a Qualifying Certificate therefor, and a rebate of up to

twenty-five percent (25%) of such income tax for a period not to exceed

10



he next five (5) consecutive vears: 1 that an application for

such rebate is made within the effective period(s) of this Article, as set

out in §2808, infra.

(b) Income tax rebate on certain capital gains. A rebate
of up to fifty percent (50%) on all capital gain income taxes paid on
income derived from the sale of land or other real property to a
developer of a hotel or tourist facility covered by the provisions of this

Article; 1 that an application of such rebate is mad ithin th

effective period(s) of this Article, as set out in §2808, infra.”

Section 8. §2808 of Article, Chapter 2, Title 12, Guam Code Annotated,

is hereby amended to read:

§2808. Business-Privilege-Tax-Exemption—The-proeeeds—from
any—econtract—{for—building—materials—er—supplies,—or—forlaber—or
C s 1 ] . ¢ Lotel lated
acilities—in-C , Cort] sion_of ctine_hoteland
latod faciliti hatl—be—exer c 1 . ! Y
Subel B of the Busi Privilese Tax ided(a)4!
i ding ] ials, lies, lal ision] ved
i . fonf heC ons 1 ()4
clai l . hi o1 c he d 1 1
ials, lies, lal cion s furnished—The C .
shall-adept-reasonable—rules-and-regulations—in—accordance-with—the
Administrative—Adjudication—Aet{forthe—granting—of —<certificates—of
exemption-in-order—to-ensure-that-certificates—are-issued—only—with
respeet—to—materials;—supplies;—laber—er—supervision—furnished
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eonstruct—furnish-and-equip—thefaeility:_“ ” .__Thi

Article shall take effect on its approval by the Governor and shall

remain in effect for twenty-four (24) months thereafter, at the

expiration of which period this Article shall automatically be deemed

repealed; provided, however, that the Board, at its discretion, may

extend the effectiveness of this Article for an additional twenty-four

24) months by adopting a resolution to such effect prior to the

expiration of the first twenty-four (24) month _period: and provided
further, that any Qualifying Certificate issued for a perigg"in excess of

twenty-four (24) month periods shall remain in full force and effect

until its term expires or it is cancelled on other grounds. The tax rebate

on capital gains authorized by §2807 of this Article is available for any

tax year of the Beneficiary any part of which falls within the twenty-

four (24) month periods in which this Article is in effect.”

Section 9. §2809 of Article 8, Chapter 2, Title 2, Guam Code Annotated,

is hereby repealed.
Section 10. Legislative findings and intent. The Legislature finds that
despite the burgeoning Guam economy, or perhaps because of the inflation brought

about by such an active economy, all too many local residents are unable to affirm safe,
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sanitary and decent housing, and the dearth of affordable single-family homes is
threatening the fulfillment by many residents of the “American Dream”—a home of
their own. The Legislature further finds that the‘action taken in the past to encourage
various enterprises to invest in Guam by issuing them Qualifying Tax Certificates
(“QCs”) has worked out quite beneficially for the territory, there being hundreds of jobs
and new enterprises in Guam that would not be here were it not for this QC program.
The Legislature therefore, in view of the foregoing findings, declares that the intention of
the next two sections of this act is to encourage developers to construct affordable
housing in Guam by issuing them QCs pursuant to the GEDA Law.

Section 11. Amendments to GEDA Law. (a) §2404 of Article 4, Chapter 2,
Title 12, Guam Code Annotated, is hereby amended by amending subitem 8 thereof to

read as follows:

“8. Improvement of real property for by constructing and

selling affordable housing thereon, and for other purposes
which are ‘specificaily determined by the Authority to be

beneficial, desirable, and necessary for the economic

development of Guam;”

(b) §2405.4 of Article 4, Chapter 2, Title 12, Guam Code

Annotated, is hereby amended to read as follows:

“§2405.4. Affordable housing and Nneeded facilities.

Creation of affordable housing or other vitally needed facilities;

174

or
(c) §2443 of Article 4, Chapter 2, Title 12, Guam Code Annotated,
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is hereby amended by inserting a new line entitled “Construction of affordable housing”

to read as follows:

Fe

‘Construction of affordable housing $750.00 $1,000.00.”

Section 12. Additions to GEDA Law.

(a) New §2427.6 is hereby added to Article 4, Chapter 2, Title 12,

Guam Code Annotated, to read as follows:

“§2427.6. Development of affordable housing. All
taxes levied 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 twenty (20) years from the effective date of the
Qualifying Certificate therefor, for those gross receipts derived
from the construction of affordable housing; provided, that a
Qualifying Certificate for such a tax abatement is granted
pufsuant to the provisions of this subsection. The Beneficiary
may be a developer, contractor or subcontractor or a combination
of two (2) or more thereof so long as all the receipts the subject of
the abatement are derived from the construction of no less than
twenty-five (25) affordable housing units, as “affordable

housing” is defined by the Authority.”

(b) New §2428.5 is hereby added to Article 4, Chapter 2, Title

12, Guam Code Annotated, to read as follows:

“§2428.5. One hundred percent rebate on income from
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constructing affordable housing. A rebate of one hundred
percent (100%) of all income tax paid to the government of
Guam by a Beneficiary on income received from the
construction of affordable housing in Guam may be issued for a
period not to exceed twenty (20) consecutive years from the
effective date of a Qualifying Certificate therefor. The
Beneficiary may be a developer, contractor or subcontractor or a
combination of two (2) or more thereof so long as all the income
the subject of the rebate is derived from the construction of no
less than twenty-five (25) affordable housing units, as “affordable

housing” is defined by the Authority.”

Section 13. Severability. If any of the provisions of this act, or the
application thereof to any person or circumstance, is held invalid, such invalidity shall
not affect any other provision or application of this act which can be given effect without
the invalid provision or application, and to this end the provisions of this act are

severable.

GLO3:30655-64
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