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The Honorable Antonio R. Unpingco 
Speaker 
Twenty-Fourth Guam Legislature 
Guam Legislature Temporary Building 
155 Hesler Street 
Agana, Guam 96910 

Dear Speaker Unpingco: 
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Enclosed please find a copy of Substitute Bill No. 149 (COR), "AN ACT TO 
AMEND 54101, 54104(a), $4104(m), 54105, 84106, AND 54214, TO ADD A 
NEW $4103.5 AND 84106.1, AND ADD A NEW ARTICLE 6 TO CHAPTER 4, ALL 
TO TITLE 12 OF THE GUAM CODE ANNOTATED, AND TO APPROVE THE TERMS 
AND CONDITIONS OF THE ISSUANCE OF UP TO $50,000,000 OF REVENUE BONDS 
OF THE GUAM HOUSING CORPORATION, AND TO AMEND SECTIONS 4 ,6 ,7 ,8 ,  
10, AND 13 OF P. L. NO. 20-225, RELATIVE TO THE LADA ESTATES 
AFFORDABLE HOUSING PROJECT.", which I have signed into law today as 
Public Law No. 24-81. 

This legislation allows the issuance of up to $50 Million of revenue bonds of 
the Guam Housing Corporation for the financing of mortgage loans for the 
purchase of homes by low and moderate income residents of Guam. A portion 
of this financing is also to be used for the Lada Estates Affordable Housing 
Project. This revenue bonds will be a special issue, payable from assets of the 
Guam Housing Corporation and not generally from the government of Guam. 

This legislation will allow numerous residents of Guam who formerly could 
not afford to own their own homes to be able to participate in financing their 
own homes. 

Very truly yours, 

w Carl T. C. Gutierrez 

Governor of Guam 

Attachment 

cc: Tbe Honorable Joanne M. S. Brown 
Legislative Secretary 
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CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR 

This is to certify that Substitute Bill No. 149 (COR), "AN ACT TO AMEND 94101, §4104(a), 
§4104(m), g4105, 94106 AND 94214, TO ADD A NEW g4103.5 AND s4106.1, AND ADD A 
NEW ARTICLE 6 TO CHAPTER 4, ALL TO TITLE 12 OF THE GUAM CODE 
ANNOTATED, AND TO APPROVE THE TERMS AND CONDITIONS OF THE 
ISSUANCE OF UP TO $50,000,000 OF REVENUE BONDS OF THE GUAM HOUSING 
CORPORATION, AND TO AMEND 55 4, 6, 7, 8, 10 AND 13 OF P. L. NO. 20-225, 
RELATIVE TO THE LADA ESTATES AFFORDABLE HOUSING PROJECT," was on the 
15th day of September, 1997, duly and regularly passed. 

ANTHON .BLAZ - 
Attested: - , 

Acting Speaker 

L 
senator and Legislative Secretary 

This Act was received by the Governor this &6M day of kg&, 1997, at 

,K OD olclock&~.  

> - 
Assistant Staff Officer 

Governor's Office 
APPROVED: 

A 
CARL T. C. GUTIERREZ 

Governor of Guam 

Date: / o - 6 .  9 7  , 
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and Taxation and as amended on the Floor. 

Introduced by: Committee on Rules, 
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AN ACT TO AMEND #101, 94104(a), #104(m), 
#105, 94106 AND 94214, TO ADD A NEW 94103.5 
AND §4106.1, AND ADD A NEW ARTICLE 6 TO 



CHAPTER 4, ALL TO TITLE 12 OF THE GUAM 
CODE ANNOTATED, AND TO APPROVE THE 
TERMS AND CONDITIONS OF THE ISSUANCE 
OF UP TO $50,000,000 OF REVENUE BONDS OF 
THE GUAM HOUSING CORPORATION, AND TO 
AMEND 55 4,6,7,8,10 AND 13 OF P. L. NO. 20-225, 
RELATIVE TO THE LADA ESTATES AFFORDABLE 
HOUSING PROJECT. 

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

Section 1. Legislative Finding. Section 4103 of Title 12, Guam Code 

Annotated, authorizes the Guam Housing Corporation ("GHC") to encourage 

and engage in low and moderate income housing activities, including the 

development and financing of homes. Amendments are needed for the 

following purposes: 

(a) to facilitate the issuance by GHC of its revenue bonds for the 

purpose of financing mortgage loans for the purchase of homes by low 

and moderate income residents of Guam; 

(b) to provide GHC with perpetual succession and to permit 

GHC to utilize amounts originally appropriated to the Foreclosure 

Protection Fund of GHC to pay its mortgage insurance risk sharing 

obligations; and 

(c) to amend P. L. No. 20-225, to allow GHC to utilize a portion 

of the proceeds of any bond issuance for the benefit of the Lada Estates 

Affordable Housing Project. 

Subsection (k) of $2103 of Title 12, Guam Code Annotated, provides that 

agencies and instrumentalities of the government of Guam shall issue 

obligations only by means of and through the agency of the Guam Economic 

Development Authority ("GEDA"). This Subsection further provides that 



GEDA shall not sell any obligation without the approval of the Guam 

Legislature of the terms and conditions of the issuance of the obligations. The 

Guam Legislature has been provided a proposed form of indenture, as 

evidence by the attached "Exhibit A" made part of this Act, pursuant to which 

GHC proposes to issue revenue bonds for the purchase of homes by low and 

moderate income residents of Guam. 

Section 2. Recognizing that the GHC's Purpose is to Improve Housing 

Supply and Affordability, as well as Housing Standards. Section 4101 of 

Title 12 of the Guam Code Annotated is hereby amended to read as follows: 

"Section 4101. Creation of Corporation: Name. In order to 

promote the general welfare of the inhabitants of the Territory of Guam 

through the improvement of housing standards, housing supply and 

housing affordability in Guam, there is created a body corporate to be 

known as the Guam Housing Corporation, hereinafter referred to as the 

"Housing Corporation." The Housing Corporation shall be deemed to 

be exercising essential government functions and shall be subject to the 

general direction of the Governor of Guam." 

Section 3. Addition of Definition of "Bonds." A new s4103.5 is hereby 

added to Title 12 of the Guam Code Annotated to read as follows: 

"Section 4103.5. Definition of 'Bonds.' For purposes of this 

Chapter the term 'bonds' shall mean any bonds, notes or other evidences 

of indebtedness of the Housing Corporation issued pursuant to this 

Chapter." 

Section 4. Providing for Perpetual Succession for the Guam Housing 

Corporation. Section 4104(a) of Title 12 of the Guam Code Annotated is 

hereby amended to read as follows: 
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"(a) To have perpetual succession." 

Section 5. Providing Authority for Guam Housing Corporation to 

Obtain Financing for Certain Purposes. Section 4104(m) of Title 12 of the 

Guam Code Annotated is hereby amended to read as follows: 

"(m) To borrow funds required to finance or refinance its revenue 

producing projects or to finance or refinancing a home financing 

program under 54602 by the issuance, from time to time, of bonds under 

such terms and conditions as the Housing Corporation may prescribe, 

and to pledge and assign specified revenues and other property of the 

Housing Corporation to the repayment of such bonds." 

Section 6. Clarifying that Guam Housing Corporation Bonds are 

Special Obligations of Guam Housing Corporation. Section 4105 of Title 12 

of the Guam Code Annotated is hereby amended to read as follows: 

"Section 4105. Bonds as Special Obligations. Every Bond issued 

by the Housing Corporation pursuant to this Chapter shall be a special 

obligation of the Housing Corporation payable solely from the revenues 

and other property specified in the indenture or resolution providing for 

the issuance of such bond. Every bond shall recite that it is not public 

indebtedness of the Territory of Guam as that term is used in §I1 of the 

Organic Act." 

Section 7. Providing for Various Terms and Conditions of the 

Issuance of Bonds. Section 4106 of Title 12 of the Guam Code Annotated is 

hereby amended to read as follows: 

"Section 4106. Appointment of Trustee: Provision of Indenture 

or Resolution. (a) The Housing Corporation may appoint a bank or 

trust company to act as trustee for the Board and the holders of the 
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bonds issued hereunder, and the Board may authorize the trustee to act 

on behalf of the holders of the bonds, or a stated percentage thereof, and 

to exercise and prosecute on behalf of the holders of the bonds such 

rights and remedies as may be available to the holders. 

(b) The indenture or resolution pursuant to which any bonds are 

issued may provide for (i) the deposit of all revenues with the trustee 

and for the holding thereof by the trustee in one or more separate funds 

or accounts, and (ii) the transfer to such trustee of such portions of 

revenues as are provided as security for the bonds and for the holding 

thereof by such trustee in one (1) or more separate funds or accounts. 

All money in each such fund or account shall be disbursed only as 

provided in the indenture or resolution pursuant to which the bonds are 

issued. 

(c) Any indenture or resolution pursuant to which bonds of the 

Housing Corporation are issued may provide for any or all of the 

following: 

(i) the payment of the principal and interest of the bonds 

at one (1) or more places in the Territory or in the United States 

and in any specified coin or currency of the United States; 

(ii) the pledge and assignment of all or any portion of the 

revenues or other property of the Housing Corporation, including, 

without limitation, mortgage loans and mortgage-backed 

securities, to secure the payment of the bonds, subject to existing 

agreements with holders; 

(iii) reserves or sinking funds in the hands of trustees, 

paying agents and other depositories and the regulation and 
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disposition-thereof; 

(iv) limitations on the purpose to which the proceeds of 

sale of bonds may be applied; 

(v) limitations on the issuance of additional bonds, the 

terms upon which additional bonds may be issued and secured 

and the refunding of outstanding bonds; 

(vi) the procedure, if any, by which the terms of any 

contract with the holders of bonds may be amended or abrogated, 

the amount of bonds the holders of which must consent thereto, 

and the manner in which such consent may be given; 

(vii) vesting in a trustee property, rights, powers and duties 

in trust as the Housing Corporation determines; 

(viii) the specification of the acts or omissions to act which 

shall constitute a default in the obligations and duties of the 

Housing Corporation to the holders of the bonds and providing 

for the rights and remedies of the holders, and any limitations on 

such rights and remedies, in the event of such default; and 

(ix) any other matters of like or different character which in 

any way affect the security or protection of the holders of the 

bonds or the rights of the Housing Corporation. 

(d) Bonds of the Housing Corporation issued pursuant to this 

Chapter shall: (i) bear such date, (ii) mature at such times, (iii) bear 

interest at such fixed or variable rates, (iv) be sold at public or private 

sale at such prices above or below par, (v) be in such denominations, (vi) 

be in such form, (vii) carry such registration privileges, (viii) be executed 

in such manner and (ix) be subject to such terms of redemption as 
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provided in the indenture or resolution authorizing their issuance." 

Section 8. Establishing Validity of Pledge by Guam Housing 

Corporation from Time Pledge is Made, Without Need for Further 

Documentation. A new §4106.1 is hereby added to Title 12 of the Guam Code 

Annotated to read as follows: 

"Section 4106.1. Validity of Pledge. Any pledge made by the 

Housing Corporation shall be valid and binding from the time the 

pledge is made. The revenues or other property pledged and thereafter 

received by the Housing Corporation shall immediately be subject to 

the lien of the pledge without any physical delivery thereof or further 

act. The lien of any pledge shall be valid and binding against all parties 

having claims of any kind in tort, contract, or otherwise against the 

Housing Corporation, irrespective of whether such parties have notice 

thereof. Neither the resolution, the indenture nor any other instrument 

by which a pledge is created need be recorded." 

Section 9. Providing Authority for the Guam Housing Corporation to 

Use the Foreclosure Protection Fund to Repay Bonds as well as to Pay Off 

the First Mortgage on Foreclosure. Section 4214 of Title 12 of the Guam Code 

Annotated is hereby amended to read as follows: 

"Section 4214. Foreclosure Protection Fund. There is hereby 

created the Foreclosure Protection Fund (the 'Fund'). The Fund shall be 

used by GHC to protect the interest of the Trust as the second mortgagee 

and shall be used for the purpose of paying off the first mortgage on 

foreclosure and may also be used to pay any obligation of the 

Corporation pursuant to any risk sharing arrangement entered into 

pursuant to s4602." 
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Section 10. Addition to Home Financing Program to Guam Housing 

Corporation. A new Article 6 is hereby added to Chapter 4 of Title 12 of the 

Guam Code Annotated to read as follows: 

"Article 6. 

Home Financing Act. 

Section 4601. Definitions. As used in this Article: 

'Eligible mortgagors' means persons and families eligible under 

the criteria of 5143 of the Internal Revenue Code of 1986 to receive 

mortgage loans financed with the proceeds of bonds the interest on 

which is excludable from gross income for Federal income tax purposes, 

or if such section is no longer effective or is materially modified, such 

criteria as may be established by the Board to further the purposes of 

this Article. 

'Home' means any single family detached home, townhouse, 

condominium unit or two, three and four family dwelling that is to be 

purchased or improved by an eligible mortgagor and that is located in 

Guam. 

'Home mortgage' means an interest-bearing loan that is made to 

an eligible mortgagor, which finances the purchase or improvement of a 

home, is secured by a mortgage, and has an original principal amount 

not greater than the then current limit for mortgage loans for homes in 

Guam under the United States Department of Housing and Urban 

Development mortgage insurance programs authorized under §§203(b) 

or 203(k) of the National Housing Act, or if such programs are no longer 

in operation to insure new mortgages, such limit as may be established 

by the Board to further the purposes of this Article. 
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'Lending institution' means any public or private entity or 

governmental agency approved by the Housing Corporation and 

authorized by law to make or participate in making residential loans in 

Guam. 

'Mortgage' means a mortgage, deed of trust or other security 

instrument which shall constitute a lien on real property in fee simple or 

on a leasehold under a lease having a remaining term of a duration 

necessary to protect the interest of the mortgagee thereunder, as 

determined by the Housing Corporation. 

'Mortgage-backed security' means any security, whether 

guaranteed or not, backed by one (1) or more home mortgages or pools 

consisting of home mortgages. 

Section 4602. Authorization of Home Financing Program. In 

addition to the powers of the Housing Corporation set forth elsewhere, 

in this Chapter, and notwithstanding any restrictions, requirements or 

limitations set forth in Articles 1, 2, 3, 4 and 5 of this Chapter, the 

Housing Corporation shall have the power to make, purchase, make 

commitments to purchase, and take assignments from lending 

institutions, of home mortgages and mortgage-backed securities, under 

terms and conditions specified by the Housing Corporation. The 

Housing Corporation may obtain or require mortgagors to obtain 

mortgage insurance on home mortgages, and may enter into risk-sharing 

agreements with the providers of the mortgage insurance upon terms 

and conditions determined by the Housing Corporation. Any 

obligations of the Housing Corporation to a mortgage insurer under a 

risk-sharing agreement shall be payable only out of the assets of the 
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Housing Corporation that are not pledged to secure other obligations of 

the Housing Corporation." 

Section 11. Approval of Terms and Conditions to Guam Housing 

Corporation Bonds. The Guam Legislature, pursuant to Subsection (k) of 

s2103 of Title 12, Guam Code Annotated, approves the terms and conditions 

of the issuance by Guam Housing Corporation of revenue bonds in one (1) or 

more issues or series in an aggregate principal amount not to exceed Fifty 

Million Dollars ($50,000,000), with a final maturity not exceeding forty (40) 

years and bearing interest at fixed or variable rates not exceeding nine percent 

(9.0%) per annum if interest on such bonds is intended to be excludable from 

gross income for Federal income tax purposes, and twelve percent (12.0%) per 

annum of interest on such bonds if not intended to be excludable from gross 

income for Federal income tax purposes. The bonds shall be issued in one (1) 

or more issues or series, pursuant to #I04 of Title 12, Guam Code Annotated, 

and one (1) or more indentures in substantially the form of the indenture 

presented to this Legislature, as evidenced by the attached "Exhibit A" made 

part of this Act. 

Section 12. Local Sale of Bonds. Guam Housing Corporation and 

Guam Economic Development Authority shall undertake their best efforts to 

cause a portion of any bonds issued pursuant to this Act to be offered for sale 

in Guam, as well as in other jurisdictions, if and to the extent that such offer 

and any sales resulting from such offer do not increase the cost to the Guam 

Housing Corporation or government of Guam of issuing and repaying such 

bonds. 

Section 13. Clarifying the Definition of First Time Homeowners for 

Purposes of Public Law No. 20-225. Section 4 of P. L. No. 20-225 is hereby 
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amended to read as follows: 

"Section 4. Definition of First Time Homeowners. 'First time 

homeowners' are defined as persons who have not had any ownership 

interest in residential real property within the three (3) year period 

immediately preceding the date of application for purchase of a unit 

developed under this Act. Divorced persons having an ownership 

interest in a joint property or individuals having an ownership interest 

in the property of the parents do qualify as first time homeowners; 

provided, that any interest in residential real property is terminated 

prior to the date of application for the purchase of a unit developed 

under this Act." 

Section 14. Amendment to Section 6 of Public Law No. 20-225 to 

permit Corporation to Pay for Off-site Infrastructure. Section 6 of P. L. No. 

20-225 is hereby amended to read as follows: 

"Section 6. Prices. The unit shall be sold at cost plus two percent 

(2%), and Three Dollars ($3.00) per square meter for the house lot, and 

for a first time owner, no down payment shall be required. Costs shall 

include, but are not limited to, all costs associated with the design, on- 

site infrastructure, off-site infrastructure, construction, financing, sale 

and project management of the development. The two percent (2%) in 

excess of the costs shall be retained by the Corporation for the payment 

of expenses it will incur during the construction and monitoring of the 

project. The proceeds from the sale of the lots shall be retained by the 

Corporation. Of these proceeds, Two Hundred Thousand Dollars 

($200,000.00) shall be used to prepare a comprehensive housing study on 

homeownership for Guam and the balance shall be used for costs 
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associated with future affordable housing projects. The Corporation 

shall establish a fund for the proceeds of the land sales that is separate 

from its other accounts and shall report to the Guam Legislature each 
- 

year on the status of this fund." 

Section 15. Repealing and Re-enacting Section 7 of Public Law No. 20- 

225 to Define a Second Mortgage for Equity in Favor of the Guam Housing 

Corporation. Section 7 of P. L. No. 20-225 is hereby repealed and re-enacted to 

read as follows: 

"Section 7. Second Mortgage for Equity. The difference between 

(a) the initial selling price of each unit, and (b) the lesser of the initial 

appraised value of each unit at the time of sale or the maximum 

purchase price permitted under §I43 of the Internal Revenue Code, if 

applicable, shall be treated as a shared-appreciation second mortgage 

loan from the Corporation to the purchaser. The term of the loan shall 

be twenty-five (25) years, the loan shall be subject to prepayment at any 

time by the borrower and at maturity the loan shall be forgiven in its 

entirety. The Corporation's share of appreciation (contingent, deferred 

interest) shall be a percentage less than or equal to one-half (1/2) of the 

ratio of the loan principal amount to the initial purchase price. The 

Corporation may also charge deferred interest at a fixed rate not greater 

than five percent (5%) per annum. 

The Corporation shall also have for twenty-five (25) years a right 

to first refusal upon any sale of the unit by the borrower or upon any 

first mortgage default for which a notice of public auction is given. For 

the first four (4) years from the date of purchase of the unit by the 

borrower, the option price shall be the lesser of (i) the fair market value 
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of the unit at the time of sale, or (ii) the initial appraised value increased 

in proportion to the increase in the consumer price index for Guam for 

the period from the date of initial purchase of the unit to the date of sale. 

After the first four (4) years, the option price shall be the fair market 

value of the unit to the date of sale. 

Any units purchased by the Corporation shall, if possible, be 

resold to the first time homeowners under agreements with the same 

general terms as the agreements with the original purchasers. 

Any money received by the Corporation from the payment of any 

loan authorized by this Section shall be deposited to the fund created 

under Section 6 of Public Law No. 20-225. Amounts in the fund are also 

authorized to be used to pay the purchase price of units purchased by 

the Corporation pursuant to the option to purchase described in this 

Section." 

Section 16. Guam Housing Corporation to Exercise Option Under 

Second Mortgage for Equity in the Event of a First Mortgage Default. 

Section 8 of P. L. No. 20-225 is hereby amended to read as follows: 

"Section 8. Default. In the event of a first mortgage default, with 

respect to a unit the Corporation may exercise its option under Section 7 

of Public Law No. 20-225 to purchase the unit or may bid for the unit at 

the public auction." 

Section 17. Application of §I43 of Internal Revenue Code to Any 

Transferee of Bond-Financed First Mortgage. Section 10 of P. L. No. 20-225 is 

hereby amended to read as follows: 

"Section 10. Gifts. The homeowner may without consideration 

transfer by means of a gift, the home purchased under this Act to any 
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member of the homeowner's immediate family. For purposes of this 

Act, 'immediate family' is defined as the homeowner's spouse, parents, 

and children by birth or by legal adoption. In cases of authorized family 

transfer, the same restrictions that applied to the previous homeowner 

apply to the new homeowner. The assumption by the transferee of any 

bond-financed first mortgage shall be subject to the requirements of 

Section 143 of the Internal Revenue Code." 

Section 18. Clarification that Mortgages Financed by Guam Housing 

Corporation Bonds do Not Disqualify a Person from Government of Guam 

Mortgage Subsidy Programs. Section 13 of P.L. No. 20-225 is hereby 

amended to read as follows: 

"Section 13. No Subsidy Mortgages. Persons who purchase a 

home under this Act are not eligible for government of Guam mortgage 

subsidy programs. For this purpose, mortgages financed by qualified 

mortgage bonds issued by the Corporation shall not be treated as 

financed by a mortgage subsidy program." 
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INDENTURE 

THIS INDENTURE, made and entered into as of ponth] 1, 1997, by and 
between the Guam Housing Corporation, a duly constituted body corporate, orgamed and 
existing under and by virtue of the laws of the Territory of Guam (the "Corporation") and 
[Name of Trustee], as trustee (the "Trustee"), 

W I T N E S S E T H :  

WHEREAS, Chapter 4 of Title 12 of the Guam Code Annotated (herein called 
the "Act") authorizes the Corporation to make, purchase and make commitments to purchase, 
and take assignments from lending institutions of, home mortgages and mortgage-backed 
securities, under terms and conditions specified by the Cowration; and 

WHEREAS, the Act further authorizes the Corporation to borrow funds for 
any of its corporate purposes by the issuance, from time to time, of bonds under such terms 
and conditions as the Corporation may prescribe and to pledge and assign reveme: and other 
property of the Corporation to the repayment of such bonds; 

WHEREAS, the Act provides a complete, additional and alternative method 
for doing the things authorized thereby; 

W H E W ,  the Corporation has determined to engage in a home financing 
program within the geographic boundaries of the Corporation by purchasing Mortgage- 
Backed Securities (as hereinafter defined) backed by pools of home mortgages made to 
eligible mortgagors by q W ~ e d  lending institutions pursuant to the Act, and has determined 
to borrow money for such purpose by the issuance of revenue bonds as authorized by the 
Act; 

WHEREAS, the Corporation has determined to: (i) issue its Single Family 
Mortgage Revenue Bonds (Guaranteed Mortgage-Backed Securities Program), 199- Series - 
(the "Bonds") to finance home mortgages to eligible mortgagors purchasing qualifying homes 
in accordance with the Act; and (ii) to enter i& this Indenture to secure the Bonds by a 
pledge and assignment of the collateral described herein, including, but not limited to, the 
Investment Agreements (as hereinafter defined) and the Mortgage-Backed Securities and all 
rights of the Corporation under the Origination and Servicing Agreements (as hereinafter 
defined) on the terms and conditions herein set forth; 

WHEREAS, the Corporation has determined that all acts, conditions and 
things required by the Act, and by all other laws of the Territory of Guam, to exist, to have 
happened and to have been performed precedent to and in connection with the issuance of the 
Bonds exist, have happened, and have been performed in regular and due time, form and 
manner as required by law, and the Corporation is now duly authorized and empowered, 



pursuant to each and every nquirement of law, to issue the Bonds for the purpose, in the 
manner and upon the terms hmin provided; and 

WHEREAS, the Trustee has accepted the uusts created by this Indenture and 
in evidence thereof has joined in the execution hereof; 

NOW, THEREFORE, THIS INDENTURE WITNESSETH: 

GRANTING CLAUSES 

The Corporation, in consideration of the premises, of the acceptance by the 
Trustee of the trusts hereby created, and of the purchase and acceptance of the Bonds by the 
Owners thereof, and for the purpose of fucing and declaring the terms and conditions upon 
which the Bonds are to be issued, authenticated, delivered, secured and accepted by all 
persons who shali from time to time be or become Owners thsreof, and in order to secure 
the payment of all the Bonds at any time issued and Outstanding hereunder and the premium, 
if any, and interest thereon according to their tenor, purpose and effect, and in order to 
secure the performance and observance of all the covenants, agreements and conditions 
therein and herein contained, has executed and delivered this Indenture and has pledged and 
assigned and does hereby pledge and assign to, and grant a security interest to, the Trustee 
and its successors in trust forever, for the securing of the performance of the obligations of 
the Coxpontion hereinafter set foxth, all right, title and interest of the Corporation, now or 
hereafter acquired, in and to the following: 

The Investment Agreements (as detined below), together with any permitted 
extensions and renewals thereof, includiing, without limitation, the present and continuing 
right to make claim for, collect and receive any of the income and principal payable 
thereunder, whether payable as scheduled therein or otherwise, to bring actions and 
proceedings thereunder for the enforcement thereof, including actions for the receipt or 
disposition of any collated held thereunder, and to do any and all things which the 
Corporation is or may become entitled to do thereunder, excluding all amounts deposited to 
the Rebate Fund and amounts required to be deposited therein, 

All right, title and interest of the Corporation in the Agreements, together with 
all extensions and renewals of the terms thereof, if any, including, without limitation, the 
present and continuing right to make claim for, collect and receive any of the income, 
revenues, profits and other sums of money payable or receivable thereunder, whether payable 
as scheduled therein or otherwise, to bring actions and proceedings thereunder or for the 
enforcement thereof, to make claim for, collect, receive and dispose of any collated 
therefor or any amounts receivable with respect thereto, and to do any and al l  things which 
the Corporation is or may become entitled to do under such Agreements; 



All right, title and interest of the Corporation in and to the Mortgage-Backed 
Securities, together with all extensions and renewals of the terms thereof, if any, including, 
without limitation, the present and continuing right to make claim for, collect and receive 
any of the income, revenues, profits and other sums of money payable or receivable 
thereunder, whether payable as scheduled therein or otherwise, to bring actions and 
proceedings thereunder or for the enforcement thereof, to make claim for, collect, receive 
and dispose of any collateral therefor or any amounts receivable with respect thereto, and to 
do any and all  things which the Corporation is or may become entitled to do under such 
Certificates; 

All other moneys and obligations to the extent pledged as pmided in this 
Indenture and held pursuant to this Indenture as security for the payment of the Bonds, 
including the principal of, premium, if any, and the interest on the Bonds, anti as security for 
the satisfaction of any other obligation assumed by the Corporation in connection with the 
Bonds, excluding al l  amounts deposited to the Bond Purchase Fund, the Cost of I~suance 
Fund and the Rebate Fund and amounts required to be deposited therein; and 

AU proceeds of any of the foregoing pledged to the Bonds. 

TO HAVE AND TO HOLD aIl and singular the Trust Estate as set forth 
above, whether now owned or hereafter acquired, to the Trustee and its successors in trust 
and assigns forever to its and their proper use; 

IN TRUST NEVERTHFU3S, upon the terms and trusts herein set forth for 
the equal and ratable benefit, security and protection of all present and future Owners of the 
Bonds issued and to be issued under and secured by this Indenture without privilege, priority 
or distinction as to the lien or otherwise (except as herein expressly provided) of any of the 
Bonds over any of the other Bonds; 

PROVIDED, HOWEVER, that if, after the rights, title and interest of the 
Trustee in and to the estate pledged and assigned to it under this Indenture shall have ceased, 
terminated and become void with respect to the Bonds in accordance with Article X, then 
this Indenture and all covenants, agreements and other obligations of the Corpomtion 
hereunder shall cease, terminate and be void, and thereupon the Trustee shall cancel and 
discharge this Indenture and execute and deliver to the Corporation such instruments in 
writing as shall be required to evidence the discharge hereof, otherwise, this Indenture shall 
be and remain in full force and effect; 

THIS INDENTURE FURTHER WITNESSETH, and it is expressly declaxed, 
that a l l  Bonds issued and secured hereunder are to be issued, auhntkted and delivered and 



all said payments and other revenues and other income and funds henby pledged and 
assigned, are to be dealt with and disposed of under, upon and subject to the terms, 
conditions, stipulations, covenants, agreements, trusts, uses and purposes as hereinafter 
expressed, and the Corporation has agreed and covenanted, and does hereby agree and 
covenant, with the Trustee and with the respective Owners of the Bonds, as follows (subject, 
however, to Section 2.01): 

- - ARTICLE I 

DEFINITIONS 

Section 1.01. Definitions. Unless the context otherwise requires, the terms 
defined in this Section shall for all purposes of this Indenture, and of any indenture 
supplemental hereto and of any certificate, opinion or other document herein mentioned, have 
the meanings herein specified, to be equally applicable to kt!! the singular and plural forms 
of any of the terms herein defined. Unless otherwise defined herein, all words and phrases 
defined in the Agreement shall have the same meaning henin. 

"Act" means Chapter 4 of Title 12 of the Guam Code Annotated, az now in 
effect and as it may from time to time hereafter be amended or supplemented. 

"Agreements" means, collectively, (i) the Master Origination, Purchase, 
Pooling and Servicing Agreement, dated as of Month] 1, 1997, by and among the 
Corporation, the Trustee and the Master Servicer, and all amendments or supplements 
thereto, and (u) the Master Origination. Agreements, dated as of Month] 1, 1997, by and 
among the Corporation, the Trustee and the various Lenders, and all amendments or 
supplements thereto. 

"Board" means the Board of Directors of the Corporation. 

"Bond Counsel" means Omck, Henington & Sutcliffe LLP, or another 
attomey(s) or fum(s) of attorneys selccted by the Corporation and reasonably acceptable to 
the Trustee, experienced in the field of tax-exempt housing revenue bonds, and whose legal 
opinions with respect to such bonds are acceptable in national bond markets. 

"Bond Escrow Fund" means the Fund by that name established pursuant to 
Section 5.11. 

"Bond Escrow Fund Investment Agreement" means the investment agreement, 
dated Month1 1997, between the Trustee and , and all 
amendments ani1uppiements thereto. 

"Bond Purchase Fund" means the Fund by that name established pursuant to 
Section 5.12. 

"Bonds" means the 1997 Series A Bonds and the 1997 Series B Bonds. 



"Business Day" means any day other than (a) a Saturday or Sunday, (b) a day 
on which banking institutions located in The City of New Yo*, New York, or the city in 
which the principal corporate trust office of the Trustee is located, are required or are 
authorized by law or executive order to close, or (c) a day on which the New York Stock 
Exchange is closed. 

"Capitalized Interest Account" means the Account by that name in the Revenue 
Fund established pursuant to Section 5.03(A). 

"Cash Flow Analysis" means one or more projections showing the receipt of 
cash on and after a specified date from Investment Securities and Cextificates and its 
application to pay debt service on the Bonds and Program Expenses, which projections are 
adequate to receive from the Rating Agency a confmation of the current rating on the 
Bonds. 

"Certificate," "Statement," "Request," "Requisition" and "Order" mean, 
respectively, a written certificate, statement, request, requisition or order executed as 
follows: (1) if by the Corporation, by the Chair or Vice Chair of the Board of D i t o r s  of 
the Colporation or the President of the Corpolation or such other person as may ks 
designated and authorized to sign for the Corporation, and (2) if by a Lender, the Master 
Servicer or the Compliance Agent, by such person as may be designated and authorized to 
sign for such Lender, Master Servicer or the Compliance Agent, as applicable. Any such 
instrument and supporting opinions or representations, if any, may, but need not, be 
combined in a single instrument with any other instrument, opinion or representation, and the 
two or more so combined shall be read and construed as a single instrument. If and to the 
extent required by Section 1.03, each such instrument shall include the statements provided 
for in Section 1.03. 

"Code" means the Internal Revenue Code of 1986, as amended, and all 
regulations and rulings promulgated thereunder. 

"Compliance Agent" means the , or its successor, as 
compliance agent under the Compliance Agent Agreement. 

"Compliance Agent ~~reement '  means the Compliance Agent Agreement, 
dated as of Flonth] 1, 1997, by and between the Corporation and the Compliance Agent and 
any other contract or contmcts in substanmy the same form entered into by the Corporation 
for the same purposes, in each case as originally executed or as it may from time to time be 
supplemented, modified or amended in accordance with the terms and conditions thereof and 
hereof. 

"Continuing Disclosure Agreement" means that certain Continuing Disclosure 
Agreement relating to the Bonds, dated month] -, 1997, between the Corporation and the 
Trustee, as originally executed and as it may be amended from time to time in accordance 
with the terms thereof. 



"Conversion" means the change in the interest rate on the 1997 Series B Bonds 
to fixed rates on a Mandatory Tender Date in accordance with Sections 3.01(C) and 0). 

"Corporation" means the Guam Housing Corporation, a duly constituted body 
corporate, organized and existing under the laws of the Territory, including the Act. 

"Cost of Issuance Fund" means the Fund by that name established pursuant to 
Section 5.@2(C). 

"Costs of Issuance" means the Corporation's a-tive fees, if any, and 
all items of expense directly or indirectly payable by or reimbursable to the Corporation and 
related to the authorization, issuance, sale, delivery and/or remarketing of the Bonds, 
including but not limited to advertising and printing costs, costs of prepar;llion and 
reproduction of documents, filing and recording fees, initial fees and charges of the Trustee 
(iclud'ig reasonable fees of its legal counsel) and the Comp!!ce Agent (incl~~ding fees and 
charges for services through the first year after issuance of the Bonds), legal fees and 
charges (including those of bond counsel, special counsel and underwriters' counsel), fees 
and disbursements of consultants and professionals, rating agency fees, fees and charges for 
preparation, execution, transportation aud safekeeping of Bonds and any other cost., charge or 
fee in connection with the original issuance of the Bonds or the Remarketing or Conversion 
of the 1997 Series B Bonds. 

"DTC" means The Depository Trust Company, New Yo*, New YO*. 

"DTC Participants" means a broker, dealer, bank, other financial institution or 
other Person for whom from time to time DTC effects book-entry transfers and pledges of 
securities deposited with DTC. 

"Event of Default" means any event of default specified in Section 7.01. 

"FHLMC" means the Federal Home Loan Mortgage Corporation, or any 
successor thereto. 

"FHLMC CertiticateW means a mortgage participation certificate, bearing 
interest at the Pass-Through Rate, issued by -C and representing an undivided inerest 
in a pool of Home Mortgages, identifled by particular alphanumeric number and CUSP 
number and gumteed as to timely payment of principal and interest by FHLMC. 

"FHLMC Certificate Purchase Price" means . % of the principal balance -- 
of the applicable pool of Home Mortgages on record at FHLMC on the first day of the 
month of purchase, plus the aggregate Home Mortgage Premium for the Home Mortgages in 
the applicable pool, plus accrued intemt calculated based upon the unpaid principal balance 
of the FHLMC Certificate times the Pass-Through Rate divided by 360 and the result thereof 
times the number of days from the first day of the month of purchase to but not including the 
day of purchase, if any, as cefied to the Trustee by the Master Servicer. 



"Float Fund Investment A p m e n t "  means the investment agreement, dated 
[Month] -, 1997, between the Trustee and , and all 
amendments and supplements thereto. 

"Fund" or "Account" means any of the funds or accounts established pursuant 
to this Indenture. 

- r "Home" means reai property and improvements thereon consisting of a single 
dwelling unit and which is owned by a Mortgagor who occupies or intends to occupy such 
unit, including a condominium unit and a manufactured home affixed to a permanent 
foundation in accordance with local building codes, or, to the extent authorized by the 
Corporation, any dwelling srmcture consisting of two, three or four family dwelling units, 
one unit of which is occupied by the owner of the units, and which units were first occupied 
as homes at least five years before the Home Mortgage with respect to the owner-occupied 
unit is executed. 

"Home Mortgage" means a loan made by a Lender on behalf of the 
Corporation with respect to a Home pursuant to and in accordance with the Act, the 
Agreements, this Indenture and the P r o w ,  evidenced by a Note and secured by a 
Mortgage, which, together with the applicable Mortgagor and Home, meets the applicable 
requirements of the Act, the Agreement, this Indenture, and the Program. 

"Home Mortgage Recycling Fund" means the fund by that name established 
pursuant to Section 5.02@). 

"Indenture" means this Indenture dated as of Month] 1, 1997 by and between 
the Corporation and the Trustee, as originally executed and as it may from time to time be 
supplemented, modified or amended by any Supplemental Indenture. 

"Independent Certified Public Accountant" means any certified public 
accountant or fm of such accountants of national reputation selected by the Corporation and 
not objected to by the Tmstee, and who, or each of whom, during the period of such 
accountant's or f m ' s  professional engagement by the Corporation, or at the time of 
expressing an opinion required hereby: (1) is independent of the Corporation under generally 
q t e d  accounting principles; (2) does not have, and is not committed to acquire, any direct 
or material i n d i i  financial interest in the Corporation; and (3) is not connected with the 
Corporation as an officer or employee, but who may be regularly retained to make annual or 
other audits of the books of, or repo~ts of, the Corporation. 

"Information Services" means F a c i a l  Information, Inc.'s "Daily Called 
Bond Service," 30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, 
Attention: Editor; Kenny Information Services' "Called Bond Service," 55 Broad Street, 
28th Floor, New Yo*, New York 10004; Moody's Investors Service, 5250 77 Center Drive, 
Suite 150, Charlotte, North Carolina 28217, Attention: Called Bond Department; and 
Standard Poor's Corporation "Called Bond Record," 25 Broadway, 3rd Floor, New York, 
New York 10004; or, in accordance with then-current guidelines of the Securities and 



Exchange Commission, to such other addresses andlor such other services providing 
information with respect to called bonds, as the Corporation may designate in a Certif~cate of 
the Corporation delivered to the Trustee or no such services if none exist. 

"Interest Fund" means the Fund by that name established pursuant to Section 
5.04. 

"Interest Payment Date" means, with respect to the 1997 Series A Bonds and 
the 1997 Series B Bonds subsequent to Conversion, each - 1 and 1, 
commencing on 1, 1997 and, with respect to the 1997 Series B Bonds prior to 
Conversion, each Mandatory Tender Date. 

"Investment Agreements" means, the Bond Escrow Fund Investment 
Agreement, the Float Fund Investment Agreement and the Program Fund Investment 
Agreement. 

"Investment Securities" means, to the extent permitted by law, any of the 
following: (1) direct obligations of, or obligations guaranteed as to principal and interest by, 
the United States or any agency or instmmentality thereof when such obligations ri backed 
by the full faith and credit of the United States, which obligations include, but are not limited 
to, the following: (i) United States Treasury obligations which are direct or fully guaranteed 
obligations of the United States of America, and (ii) senior obligations, debentures, notes or 
other evidence of indebtedness issued or guaranteed by either Government National Mortgage 
Association or the United States Export-Import Bank; (2) Federal Housing Adminisvation 
debentures; (3) Farm Credit System Financial Assistance Corporation senior debt obligations; 
(4) Federal funds, certificates of deposit, time deposits, and bankers' acceptances (having 
maturities of not more than 365 days) of any bank, including the banking department of the 
Trustee, the debt obligations of which have been rated in the highest short-term rating 
category (for the maturity thereof) of the Rating Agency ("A-l+" in the case of Standard & 
Poor's Ratings Group); (5) with respect to investment of moneys in the Program Fund, an 
investment agreement between the Trustee and a financial institution whose unsecured long- 
term debt is rated at least Aa2 by Moody's Investors Service, Inc., if Moody's Investors 
Service, Inc. is a Rating Agency, and whose unsecured short-term debt is rated "A-l+" and 
whose unsecured long-term debt is rated at least "AA-" by Standard & Poor's Ratings 
Group; (6) with respect to investment of moneys in any Fund other than the Program Fund, 
an investment agreement between the Trustee and a financial institution whose unsecured 
long-term debt is rated in the highest rating category by the Rating Agency ("AAA" in the 
case of Standard & Poor's Ratings Group); (7) units in a taxable govenunent money market 
mutual fund rated in the highest xating category by Standard & Poor's Ratings Group or 
Moody's Investors Senice, Inc. ("AAAm" in the case of Standard & Poor's Corporation) 
composed solely of obligations described in (1) through (3) above, including money market 
funds for which mame of Trustee], its affiliates or subsidiaries provide investment advisory 
or other management services; and (8) the Investment Agreements. "Investment Securities" 
shall not include "derivative products" such as interest-only strips, principal-only strips, 
inverse floaters and structured notes. 



"Lender" mean a lending institution exeating the A p m e n t  and meeting the 
eligib'ity criteria established for the Program. 

"Letter of Representations" means the Blanket Letter of Representations from 
the Corporation to DTC with respect to the Bonds. 

"Mandatory Tender Date" means 1, 199 , the date the 1997 
Series B Bonds are subject to mandatory tender for puchase or red-mption, and any 
additional date for the mandatory tender for purchase or redemption of 1997 Series B Bonds 
established pursuant to Section 3 .010.  

"Mortgage" means a deed of trust, mortgage or other similar instrument or 
instruments creating a lien on the real property and the improvements thereon securing a 
Home Mortgage. 

"Mortgage-Backed Security" means, with respect to any Series of Bonds, (1) a 
FHLMC Security or (2) any other guaranteed security backed by Home Mortgages and for 
which in each case the guaranty meets the requirements of Section 6.10 of the Indenture. 

"Mortgagor" means the maker of, and any other party obligated on, a Note in 
connection with the acquisition of a Home through the borrowing of money pursuant to a 
Home Mortgage and includes, where appropriate, a subsequent owner of such Home who 
purchases such Home subject to the related Mortgage or who assumes such Note, and who, 
in each case, meets the applicable requirements of the Act, the Agreement, this Indenture 
and the Program. 

"Note" means the promissory note or other document or documents evidencing 
the obligation of a Mortgagor to repay a Home Mortgage. 

"Notice Address" means: 

(A) As to the Corporation: 

Guam Housing Corpoxation 

, Glmm - 
Attn: hsident  
Facsimile: (671) - 

@) As to the Trustee and the Tender Agent: 

DJame of Trustee] 

Arm: Corporate Trust Department 
Facsimile: ( ) - 



(C) As to the Compliance Agent: 

Arm: 
Facsimile: ( ) - 

- 
@) As to the Rating Agency: 

[Standard & Poor's Ratings Group, a division of The McGraw Hill 
Companies, Inc. 
25 Broadway 
New York, New York 10004 
Attention: Surveillance] 

0 As to each Lender, the address shown in the applicable Agreement. 

"NRMSIR" means each then-existing Nationally Recognized Municipal 
Securities Information Repository within the meaning of Securities and Exchange 
Commission Rule 15~242.  

"Outstanding", when used as of any particular time with reference to Bonds, 
means (subject to the provisions of Section 11.09) all Bonds theretofore, or thereupon being, 
authenticated and delivered by the Trustee under this Indenture except (1) Bonds theretofore 
cancelled by the Trustee or surrendered to the Trustee for cancebtion; (2) Bonds with 
respect to which all liability of the Corporation shall have been discharged in accordance 
with Section 10.02, including Bonds (or portions of Bonds) referred to in Section 11.10; and 
(3) Bonds for the transfer or exchange of or in lieu of or in substitution for which other 
bonds shall have been authenticated and delivered by the Trustee pursuant to this Indenture. 

"Owner" or "Holder" means the person in whose name a Bond is registered on 
the registration books maintained by the Trustee. 

"Participating Underwriter" s h d  have the meaning ascribed thereto in the 
Continuing Disclosure Agreement. 

"Pass-Through Rate" means -.-96 with respect to the FHLMC Certificates to 
be financed with the proceeds of the 1997 Series A Bonds, and such other rate or rate. as 
may be established in connection with the Conversion of the 1997 Series B Bonds; provided 
that the Pass-Through Rates for Mortgage-Backed Securities backed by Alternate Rate Home 
Mortgages shall be determined in accordance with Section 5 .020 .  

"Person" means an individual, corporation, f m ,  association, partnership, trust 
or other legal entity or group of entities, including a governmental entity or any agency or 
political subdivision thereof. 



"Repayment Account" means the Account by tbat name in the Redemption 
Fund established with respect to each Series pursuant to Section 4.01. 

"Prepayments" means principal payments in addition to regularly scheduled 
principal payments on the Mortgage-Backed Securities. 

"Principal Fund" means the Fund by that name established pursuant to Section 
5.04. 

"Program" means the program of f a c i n g  Home Mortgages pursuant to the 
Act, Section 143 of the Code, this Indenture and the Agreement. 

"hg ram Expense Fund" means the Fund by that name established pursuant to 
Section 5.04. 

"Program Expenses" means (i) commencing on 1, 199-, the fees 
and expenses of the Trustee, paid semiannually, in an amount not to exceed, 112 of .-56 of 
the aggregate principal amount of the Bonds Outstanding[; (ii) commencing on 1, 
199-, a monthly fee paid to the Corporation equal to 1112 of .-56 of the aggP@e principal 
amount of Mortgage-Backed Securities related to the 1997 Series A Bonds; and 
(i) commencing on , an additional Corporation fee, paid semiannually, 
in an amount equal to 112 of . 56 of the aggregate principal amount of the Mortgage-Backed 
Securities related to the 1997 G e s  B Bonds]. 

"Program Fund" means the Fund by that name established pursuant to Section 
5.02(A). 

"Program Fund Investment Agreement" means the investment agreement 
between the Trustee and , and all amendments and supplements thereto. 

"Purchase Date" means the fmt Business Day of each month and any other 
day acceptable to the Trustee and the Master Servicer on which the Master Servicer delivers 
Mortgage-Backed Securities to the Trustee for purchase as provided in Section.5.02(A); 
provided that no Purchase Date shall occur prior to 199 , and unless the date 
for the transfer of moneys from the Program Fund to the ~ e d e G ~ t i o i ~ u n d  is extended as 
provided in Section 5.02@), no Purchase Date shall occur after 

1 9  -. 
"Rating Agency" means Standard & Poor's Ratings Group, a division of The 

McGraw-Hill Companies, Inc., and any other national rating agency designated by the 
Corporation and which has assigned and is maintaining an investment rating on the Bonds. 

"Rebate Amount" means, with respect to the Bonds, the amount defined in 
Treasury Regulation Section 1.148-3. 

"Rebate Fund" means the Fund by that name established pursuant to Section 
5.06. 



"Record Date" means the close of business on the 15th day of the month 
preceding each Interest Payment Date, whether or not such 15th day is a Business Day. 

"Redemption Fund" means the Fund by that name established pursuant to 
Section 4.01. 

"Remarketing" means the establishment of a new Mandatory Tender Date for 
the 1997 Ssries B Bonds on a Mandatory Tender Date in accordance with Section 3 .010 .  

"Remarketing Agent" means the remarketing agent for the 1997 Series B 
Bonds appointed as provided in Section 3.03(A). 

"Revenue Fundn means the Fund by that name established pursuant to Section 
5.03. 

"Revenues" means all  income, revenues, proceeds and other amounts received 
by the Trustee on behalf of the Corporation from or in connection with the Trust Estate, and 
any and all interest, profits or other income derived from the investment of amounts in any 
Fund established with respect to such Revenues (except amounts in the Rebate Fu~d)  
pursuant to this Indenture but shall not include any amount retained by the Master Servicer 
or the Compliance Agent as a servicing fee or other compensation. 

"Rules and Regulations" means the Rules and Regulations Establishing 
Eligibity Criteria for Mortgagors and Home Mortgages, in each case as adopted by the 
Board, as such Rules and Regulations may from time to time hereafter be amended or 
supplemented. 

"Securities Depositories" shall mean: The Depository Trust Company, 711 
Stewart Avenue, Garden City, New York 11530, Fax-(516) 2274039 or 4190; Midwest 
Securities Trust Company, Capital Structures Call Notification, 440 South LaSalle Street, 
Chicago, Illinois 60605, Fax-(312) 663-2343; Philadelphia Depository Trust Company, 
Reorgankdion Division, 1900 Market Street, Philadelphia, Pennsylvania 19103, Attention: 
Bond Department, Dex-(215) 496-5058; or, in accordance with thencurrent guidelines of the 
Securities and Exchange Commission, to such other addresses andlor such other securities 
depositories, or no such depositories, as the ~olporation may designate in a Certif~cate of the 
CoIporation delivered to the Trustee. 

"Series" means the 1997 Series A Bonds or the 1997 Series B Bonds, as 
applicable. 

"Master Servicern means either or any successor 
designated by the Corporation with the approval of the Trustee and FHLMC. 

"Territory" means the Tenitory of Guam or the Government of Guam, as 
appropriate given the context. 



"Supplemental Indenture" means any indenture herrafter duly authorized under 
and in compliance with the Act and this Indenture, and entered into between the Corporation 
and the Trustee, which supplements, modifies or amends this Indenture. 

"Tax Certificate" means, collectively, the Master Tax Certificate of the 
Corporation for the 1997 Series A Bonds and the Master Tax Certificate of the Corporation 
for the 1997 Series B Bonds, each dated -9  1997. 

"Tender Agent" means the tender agent for the 1997 Series B Bonds appointed 
as provided in Section 3.03(A). 

"Trust Estate" means all rights set forth in the Granting Clauses hereof. 

"Trustee" means [Name of Trustee], having a corporate trust office in 
, or its successor, as Trustee hemunder as provided in Section 

8.01. 

Section 1.02. Intemretations. 

(A) (1) the terns "hereby," "hereof," "hereto," "herein," "hereunder" and 
any similar terms refer to this Indenture, and the tern "heretofore" means before, and the 
term "hereafter" means after, the date of this Indenture; 

(2) words of the masculine gender mean and include conelative words of the 
feminine and neuter genders, and words importing the singular number mean and include 
words importing the plural number, and vice versa; 

(3) any headings preceding the text of the several Articles and Sections of this 
Indenture, and any table of contents, shall be solely for convenience of reference and shall 
not constitute a part of this Indenture, nor shall they affect its meaning, construction or 
effect; 

(4) this Indenture shall be governed by and construed in accordance with the 
applicable laws of the Territory; 

(5) words importing the redemption or redeeming of a Bond or the calling of 
a Bond for redemption include the payment of such Bond at its stated maturity; and words 
importing the paying or redemption of Bonds shall include words importing the paying or 
redemption of portions of Bonds; 

(6) references to the payment of the Bonds shall be deemed to include 
references to the payment of interest thereon; and 

fJ) any moneys, documents, securities, obligations or other items received by 
the Trustee for the account of the Corporation pursuant to the terms of this Indenture, other 



than as compensation for services or reimbursement for expenses, shall be deemed to have 
been received by the Corporation. 

(B) Nothing in this Indenture expressed or implied is intended or shall be 
construed to confer upon, or to give to, any person, other than the Corporation, the Trustee 
and the Owners of the Bonds any right, remedy or claim under or by reason of this 
Indenture, or any covenant, condition or stipulation hereof. All covenants, stipulations, 
promises and agreements herein contained by and on behalf of the Corporation and the 
Tmstee, subject to Section 11.02, shall be for the sole and exclusive benefit of the 
Corporation, the Trustee and the Owners of the Bonds. 

(C) For purposes of the application of Prepayments in accordance with 
Sections 4.01 and 5.03, Home Mortgages and Mongage-Backed Securities means, with 
respect to the 1997 Series A Bonds, Mortgage-Backed Securities purchased with amounts 
deposited in the Program Fund upon issuance of the Bonds a?d the Home Mortgages backing 
such Mortgage-Backed Securities and, with respect to the 1997 Series B Bonds, 
Mortgage-Backed Securities purchased with amounts transferred from the Bond Escrow F ~ n d  
to the Program Fund upon Conversion of the 1997 Series B Bonds and the Home Mortgages 
backing such Mongage-Backed Securities. Prepayments on Mortgage-Backed Secllrities 
acquired with moneys in an account in the Home Mortgage Recycling Fund shall be deemed 
to be with respect to the related Series. 

Section 1.03. Content of Certificate and O~iruom 
. . . Every certificate or 

opinion provided for in this Indenture with respect to compliance with any provision hereof 
shall include (1) a statement that the person making or giving such cediate or opinion has 
read such provision and the defdtions herein relating thereto; (2) a brief statement as to the 
nature and scope of the examination or investigation upon which the certificate or opinion is 
based; (3) a statement that, in the opinion of such person, he has made or caused to be made 
such examination or investigation as is necessary to enable him to express an informed 
opinion with respect to the subject matter referred to in the instrument to which his signature 
is affuced; (4) a statement as to whether, in the opinion of such person, such provision has 
been complied with; and (5) a statement that such person is authorized to execute and deliver 
such opinion or certificate. 

Any such certificate or opinion made or given by an officer of the 
Corporation, a Lender, the Master Servicer or the Compliance Agent may be based, insofar 
as it relates to legal, accounting or Program matters, upon a certificate or opinion of or 
representation by counsel, accountant or program consultant, unless such officer knows, or in 
the exercise of reasonable care should have known, that the certif~cate, opinion or 
representation with respect to the matters upon which such certificate or statement may be 
based, as aforesaid, is erroneous. Any such certificate or opinion made or given by counsel, 
accountant or program consultant may be based insofar as it relates to factual matters (with 
respect to which information is in the possession of the Corporation, the Lenders, the Master 
Servicer or the Compliance Agent) upon a certificate or opinion of or representation by an 
officer of the Corpoxation, a Lender, the Master Servicer or the Compliance Agent, unless 
such counsel, accountant or program consultant knows, or in the exercise of reasonable care 



should have known, that the cedca t e  or opinion or repnmtation with respect to the 
matters upon which such person's certificate or opinion or representations may be based, as 
aforesaid, is erroneous. The same officer of the Corporation, a Lender, the Master Servicer 
or the Compliance Agent, or the same counsel, accountant or program consultant, as the case 
may be, need not certify to all of the matters required to be certified under any provision of 
this Indenture, but different officers, counsel, accountants or program consultants may certify 
to different matters, respectively. 

ARTICLE I1 

THE BONDS 

Section 2.01. Authorization of Bonds: Security. The Corporation hereby 
authorizes the issuance of bonds to be designated as the "Gum Housing Corporation Single 
Family Mortgage Revenue Bonds (Guaranteed Mortgage-Backed Securities Program), 1997 
Series A" and the "Guam Housing Corporation Single Family Mortgage Revenue Bonds 
(Guaranteed Mortgage-Backed Securities Program), 1997 Series B". The 1997 Series A 
Bonds and the 1997 Series B Bonds and the form of authentication and assignment to appear 
thereon shall be substantially in the form of Exhibit A hereto and Exhibit B hereto, 
respectively. The principal amount of 1997 Series A Bonds issued and secured pursuant to 
this Indenture is limited to $ and the principal amount of the 1997 Series B 
Bonds issued and secured pursuant to this Indenture is limited to $ . The 1997 
Series A Bonds shall bear interest, based on 30-day months and a 360-day year, at the rates 
set forth herein; provided that prior to Conversion, interest on the 1997 Series B Bonds shall 
be based on a 365-day year and days actually elapsed. Interest on the Bonds shall be payable 
and commonly secured without preference or priority of one Bond over another, payable on 
each Interest Payment Date. The Bonds shall be secured on a parity with each other, 
payable from Revenues as provided in this Indenture. 

Principal of the Bonds is payable to the Owners thereof or their transferees on 
presentation at the principal corporate trust office of the Trustee or its successor. Interest on 
the Bonds is payable by check or draft of the Trustee mailed to the person in whose name the 
Bonds (or any predecessor Bonds) are registered on the registration books of the Trustee on 
the Record Date with nspect to each Interest Payment Date; provided, however, that 
payment of such interest shall be made by wire transfer to any Owner of any Bonds in an 
aggregate principal amount of at least $1,000,000, if such Owner shall have requested in 
writing payment by such method and shall have provided the Trustee with an account number 
and other necessary information for such purposes at least 15 days before the applicable 
Interest Payment Date. The principal of and interest on the Bonds are payable in lawful 
money of the United States of America which, at the time of payment, is legal tender for the 
payment of public and private debts. 

The Bonds are limited obligations of the Corporation and are not a lien or 
charge upon the funds or property of the Corporation, except to the extent of the pledge and 
assignment set forth in the Indenture and in the Bonds. The Bonds do not constitute an 



indebtedness or a loan of credit of the Government of Guam or the United States of America, 
within the meaning of any Organic Act of Guam or statutory provisions. Neither the faith 
and credit nor the taxing power of Government of Guam is pledged to the payment of the 
principal of or interest on the Bonds. The Corporation has no taxing power. The Bonds are 
not a debt of the Government of Guam, and said Government of Guam is not liable for the 
payment thereof. 

- - Section 2.02. Terms of the Bonds. 

(A) The Bonds shall be issued in fully registered form in denominations of 
$5,000 principal amount and integral multiples of $5,000 principal amount in excess thereof. 
The Bonds shall be numbered in consecutive numerical order and with such other designation 
as the Trustee shall deem desirable. 

The 1997 Series A Bonds shall be dated won%] 1, 1997 and shdl mature on 
the dates, shall be issued in the aggregate principal amounts and shall bear interest at the 
rates per m u m  set forth below: 

1997 SERIES A BONDS 

Maturitv Date 
Principal 
Amount 

Interest 
Ask 

The 1997 Series B Bonds shall be dated , 1997 and, prior to 
Conversion, shall mature on 1, 20 . The 1997 Series B Bonds shall bear - 
interest at a rate of -.-% per m u m  to 1, 199 . The interest rates for the 
1997 Series B Bonds on and after 1, 199- and t?;e maturity dates, principal 
amounts and interest rates for the 1997 Series B Bonds following Conversion shall be 
determined as provided in Article m. 

(B) Each Bond shall bear interest from the Interest Payment Date next 
preceding the date thereof unless (i) it is dated after the Record Date with respect to an 
Interest Payment Date and on or before such Interest Payment Date, in which event it shall 
bear interest from such Interest Payment Date, or (ii) it is dated prior to the first Interest 
Payment Date with respect thereto in which event it shall bear interest from its dated date. 
If, as of the date of any Bond, interest is in default on the Bonds, such Bond shall bear 
interest from the Interest Payment Date to which interest has previously been paid or made 
available for payment or if interest has never been paid on such Bond from its dated date. 

(C) The Bonds shall be subject to redemption as described in Article N. 
The 1997 Series B Bonds shall be subject to mandatory tender for purchase or redemption as 
described in Article m. 



Section 2.03. &ecutiw of Bonds. The Bonds shall be executed in the name 
and on behalf of the Corporation with the manual or facsimile signamres of the Chair or 
Vice Chair of its Board of h t o r s  or its President, anested by the manual or facsimile 
signature of the Secretary or Assistant Secretary of its Board of Directors. The Bonds shall 
then be delivered to the Trustee for authentication by it. In case any of the officers who 
shall have signed or attested any of the Bonds shall cease to be such officer or officers of the 
Corporation before the Bonds so signed or attested shall have been authenticated or delivered 
by the T m  or issued by the Corporation, such Bonds may nevertheless be authenticated, 
delivered and issued and, upon such authentication, delivery and issuance, shall be as biding 
upon the Corporation as though those who signed and attested the same had continued to be 
such officers of the Corporation. Any Bond may also be signed and attested on behalf of the 
Corporation by such persons as at the actual date of execution of such Bond shall be the 
proper officers of the Corporation although at the nominal date of such Bond any such person 
shall not have been such officer of the Corporadon. 

Only such of the Bonds as shall bear thereon a certificate of authentication in 
the form hereafter recited, manually executed by the Trustee, shall be valid or obligatory for 
any purpose or entitled to the benefits of this Indenture, and such certificate of the Trustee 
shall be conclusive evidence that the Bonds so authenticated have been duly execu:td, 
authenticated and delivered hereunder and are entitled to the benefits of this Indenture. 

Section 2.04. m s f e r  of BonQ. The transfer of any Bond is registerable on 
the books required to be maintained pursuant to Section 2.06 upon the surrender of such 
Bond for cancellation and registration of transfer at the principal corporate trust office of the 
Trustee, accompanied by a written inmment of transfer in form satisfactory to the Trustee 
duly executed by the Owner or by his attorney duly authorized in writing, provided, 
however, that the Trustee shall not be required to register the transfer of or exchange any 
Bond during the three days next preceding any date established by the Trustee for the 
selection of the Bonds for redemption nor to register the transfer of or exchange any Bond 
called for redemption after its selection for redemption and prior to the redemption date. 

Whenever any Bond or Bonds shall be surrendered for transfer, the 
Corporation shall execute and the Trustee shall authenticate and deliver a new Bond or 
Bonds, of the same maturity and for a like aggregate principal amount. The Trustee shall 
require the payment by the Owner requesting such transfer of any tax or other governmental 
charge required to be paid with respect to such transfer. 

Section 2.05. E x c h a n g e s .  Bonds may be exchanged at the aforesaid 
office of the Trustee for a like aggregate principal amount of Bonds of authorized 
denominations, provided, however, that the Trustee shall not be required to exchange any 
Bond during the three days next preceding any date established by the Tmstee for the 
selection of Bonds for redemption nor to exchange any Bond called for redemption after its 
selection for redemption and prior to the redemption date. The Tmstee shall require the 
payment by the Owner requesting such exchange of any tax or other governmental charge 
required to be paid with respect to such exchange. 



Section 2.06. Bond -. The Trustee will keep or cause to be 
maintained, at its principal corporate mst office sufficient books for the registration and 
registration of transfer of the Bonds, which shall be open to inspection by the Corporation 
during regular business hours, and, upon presentation for such purpose, the Trustee shall, 
under such reasonable regulations as it may prescribe, register the vansfer or cause to be 
registered the transfer, on such books, of Bonds as hereinbefore provided. The Corporation 
and the Trustee may vest the person in whose name a Bond is registered as the absolute 
owner therccf for all purposes and the Corporation and the Trustee shall not be affected by 
any notice to the contrary. 

Section 2.07. T m r a r v  B o u .  The Bonds may be initially issued in 
temporary form exchangeable for definitive Bonds when available for delivery. Any 
temporary bond may be printed, lithogmphed or typewritten, shall be of such denomination 
as may be determined by the Corporation, shall be in registered form without coupons and 
may contain such reference to any of the provisions of this Indenture as may be appropriate. 
Every temporary Bond shall be executed by the Corporation and authenticated by the Trustee 
upon the same conditions and in substantially the same manner as the definitive Bonds. 
Except for the initial Bonds, if the Corporation issues temporary Bonds it wiU execute and 
furnish definitive Bonds without delay, a d  thereupon the temporary Bonds may be 
surrendered, for cancellation, in exchange therefor at the principal corporate trust office of 
the Trustee, and the Trustee shall authenticate and deliver in exchange for such temporary 
Bonds an equal aggregate principal or maturity amount of defmitive Bonds of authorized 
denominations. Until so exchanged, the temporary Bonds shall be entitled to the same 
benefits under this Indenture as defmitive Bonds authenticated and delivered hereunder. 

Section 2.08. Bonds Mutilated. Lost. Destroved or Stolen. If any Bond shall 
become mutilated, the Corporation, at the expense of the Owner of said Bond, shall execute, 
and the Trustee shall thereupon authenticate and deliver, a new Bond of like tenor in 
exchange and substitution for the Bond so mutilated, but only upon surrender to the Trustee 
of the Bond so mutilated. Every mutilated Bond so surrendered to the Trustee shall be 
cancelled by it and delivered to, or upon the order of, the Corporation. If any Bond shall be 
lost, destroyed or stolen, evidence of such loss, destruction or theft may be submitted to the 
Trustee and, if such evidence be satisfactory to it and indemnity satisfactory to it shall be 
given, the Co~poration, at the expense of the Owner, shall execute, and the Trustee shall 
thereupon authenticate and deliver, a new Bond of like tenor in lieu of and in substitution for 
the Bond so lost, destroyed or stolen. The Trustee may require payment of a sum not 
exceeding the actual cost of preparing each new Bond issued under this Section and of the 
expenses which may be incurred by the Corporation and the Trustee in the premises. Any 
Bond issued under the provisions of this Section in lieu of any Bond alleged to be lost, 
destroyed or stolen shall constitute an original additional contractual obligation on the part of 
the Corporation whether or not the Bond so alleged to be lost, destroyed or stolen be at any 
time enforceable by anyone, and shall be equally and proportionately entitled to the benefits 
of this Indenture with all other Bonds secured by this Indenture. In the event any such Bond 
shall have matured, the Trustee instead of issuing a replacement Bond may pay the same 
upon receipt of indemnity satisfactory to the Trustee and the Corporation. 



. . 
Section 2.09. m o n a l  BQQ& No additional bonds may be issued under 

this Indenture. 

Section 2.10. Book-Entrv Onlv Svstem. 

(A) The Bonds shall be registered in the name of Cede & Co., as nominee 
of DTC, in the form of a single typewritten cexlificate for each maturity. 

(B) With respect to the Bonds registered in the name of Cede & Co., as 
nominee of DTC, the Corporation and the Trustee shall have no responsibility or obligation 
to any DTC Participant or to any person on behalf of whom such a DTC Pdcipant holds an 
interest in the Bonds. Without limiting the immediately preceding sentence, the Corporation 
and the Trustee shall have no responsibility or obligation with respect to (i) the accuracy of 
the records of DTC, Cede & Co. or any DTC Participant with respect to any ownership 
&rest in the Bonds, (ii) the delivery to any DTC Participar? or any other person, other than 
an Owner, as shown on the Bond register, of any notice with respect to the Bonds, including 
any notice of redemption, or (i) the payment to any DTC Participant or any other person, 
other than an Owner, as shown in the Bond register, of the principal and interest, and 
premium, if any, with respect to the Bonds. Notwithstanding any other provision of this 
Indenture to the contrary, the Corporation and the Trustee shall be entitled to treat and 
consider the person in whose name each Bond is registe.red in the Bond register as the 
absolute owner of such Bond for the purpose of payment of the principal and interest, and 
premium, if any, with respect to the Bonds, for the purpose of registering transfer with 
respect to such Bond, and for al l  other purposes whatsoever. The Trustee shall pay the 
principal and interest, and premium, if any, with respect to the Bonds only to or upon the 
order of the respective Owners, as shown in the Bond register as provided in this Indenture, 
or their respective agents duly authorized in writing, and all such payments shall be valid and 
effective to fully satisfy and discharge the Corporation's obligations with respect to payment 
of the principal and interest, and premium, if any, with respect to the Bonds, to the extent of 
the sum or sums so paid. No person other than an Owner, as shown in the Bond register, 
shall receive a Bond certScate evidencing the obligation of the Corporation to make 
payments of amounts due pursuant to this Indenture. Upon delivery by DTC to the Trustee 
of written notice to the effect that DTC has determined to substitute a new nominee in place 
of Cede & Co., the phrase "Cede & Co." in this Indenture shall refer to such new nominee 
of DTC. 

(C) DTC may determine to discontinue providing its services with respect 
to the Bonds at any time by giving written notice to the Corporation and the Trustee and 
discharging its responsibilities with respect thereto under applicable law. 

@) The Corporation, in its sole discretion and without the consent of any 
other person, may terminate the services of DTC with respect to the Bonds if the 
Corporation determines that (i) DTC is unable to discharge its responsibilities with respect to 
the Bonds, or (ii) a continuation of the requirement that all of the Outstanding Bonds be 
registered in the registration books kept by the Trustee in the name of Cede & Co., or any 
other nominee of DTC, is not in the best interest of the beneficial owners of the Bonds. 



(E) Upon the termination of the s e ~ c w  of DTC with r e v  to the Bonds 
pursuant to subsection @)(ii), or upon the discontinuance or termination of the services of 
DTC with respect to the Bonds pursuant to subsection (C) or subsection @)(i) after which no 
substitute securities depository willing to undertake the functions of DTC hereunder can be 
found which, in the opinion of the Corporation, is willing and able to undertake such 
functions upon reasonable and customary terms, the Coqmmtion is obligated to deliver Bond 
certificates at the expense of the beneficial owners of the Bonds, as described in this 
Indenture and the Bonds shall no longer be restricted to king registered in the registration 
books kept by the Trustee in the name of Cede & Co. as nominee of DTC, but may be 
registered in whatever name or names Owners tmnsferring or exchanging Bonds shall 
designate, in accordance with the provisions of this Indenture. 

Seaion 2.11. p- Notwithstanding any other provision 
of this Indenture to the contrary, so long as any Bonds are registered in the name of Cede & 
Co., as nominee to DTC, all payments of the p ~ c i p z l  and interest, and premiSm, if any, 
with respect to such Bonds, and all notices with respect to such Bonds, shall be made and 
given, respectively, in the manner provided in the Letter of Representations. 

Section 2.12. Validitv c?i Bonds. The validity of the Bonds shall n3t be 
dependent on, nor be affected by the validity or regularity of, any proceedings relating to the 
Home Mortgages. The recital contained in the Bonds that they are issued pursuant to the Act 
shall be conclusive evidence of their validity and of the regularity of their issuance. 

ARTICLE III 

MANDATORY TENDER AND CONVERSION OR 
REMARKFIWG OF 1997 SERIES B BONDS 

Section 3.01. Mandatow Tender of 1997 Series B Bonds on each Mandatow 
Tender Date. 

(A) The 1997 Series B Bonds shall be subject to mandatory tender for 
purchase or redemption in whole on each Mandatory Tender Date at a price equal to 100% 
of the principal amount thereof. The owners-of the 1997 Series B Bonds shall have no right 
to retain such Bonds on the Mandatory Tender Date. 

(B) hyment of the purchase or redemption price of 1997 Series B Bonds 
on the Mandatory Tender Date shall be made by the Tender Agent (in the case of a 
purchase) or the Trustee (in the case of a redemption) upon delivery of such Bond (with 
necessary endorsements) to the Tender Agent at the address set forth in the notice of 
mandatory tender not later than 10:30 a.m., Los Angeles, California time, on the Mandatory 
Tender Date. Interest on any 1997 Series B Bond or portion thereof subject to tender on the 
Mandatory Tender Date which is not delivered on the Mandatory Tender Date, but for which 
there has been irrevocably deposited with the Tender Agent or the Trustee an amount 
sufficient to pay the purchase or redemption price thereof, shall cease to accrue on the 



Mandatory Tender Date, the Owner of such Bond shall not be entitled to any payment other 
than the purchase or redemption price for such Bond, and such Bond shall no longer be 
Outstanding and entitled to the benefits of the Indenture, except the payment of the purchase 
or redemption price from moneys held by the Trustee for such payment. On the Mandatory 
Tender Date, the Trustee shall (if the 1997 Series B Bonds are subject to Conversion or 
Remarketing) authenticate and deliver substitute 1997 Series B Bonds in lieu of purchased 
and undelivered 1997 Series B Bonds. 

(C) The Corporation may elect to convert the 1997 Series B Bonds to fued 
rate Bonds on the Mandatory Tender Date. For Conversion to occur on the Mandatory 
Tender Date, the Corporation must deliver to the Trustee not less than 30 days prior to the 
Mandatory Tender Date a Request of the Corporation specifying the principal amount of 
1997 Series B Bonds to be converted on the Mandatory Tender Date and must deliver to the 
Tmstee on or prior to the Mandatory Tender Date: 

(1) A Certificate of the Corporation specifying the maturity dates, principal 
amounts, sinking fund installments and interest lates for the 1997 Seiies 
B Bonds computed and determined as described in paragraph @); 

(2) an opinion of Bond Counsel to the effect that such Conversion will not 
adversely affect the exclusion from gross income of interest on the 
1997 Series A Bonds and the 1997 Series B Bonds for fedeml income 
tax purposes; 

(3) a Cash Flow Analysis prepared as of the Mandatory Tender Date; and 

(4) written confibmation from the Rating Agency that the xating assigned to 
the 1997 Series A Bonds shall not be reduced, suspended or withdrawn 
as a result of the Conversion; 

and the Tender Agent shall have received from the Remarketing Agent for deposit in the 
Bond Purchase Fund an amount in good funds equal to the aggregate principal amount of 
1997 Series B Bonds to be converted. 

If the conditions for Conversionare satisfied on the Mandatory Tender Date, 
the converted 1997 Series B Bonds shall be sold to the purchaser or purchasers thereof 
identifled by the Remarketing Agent for delivery and settlement on the Mandatory Tender 
Date, the Tender Agent shall apply the moneys on deposit in the Bond Purchase Fund to the 
payment of the purchase price of such Bonds and the Conversion shall occur. 

If the conditions for Conversion are not satisfied as required herein, then all 
1997 Series B Bonds shall be redeemed on the Mandatory Tender Date. 

@) The interest rate for each maturity of 1997 Series B Bonds following 
Conversion shall be that interest rate which, in the determination of the Remarketing Agent, 
would result in the market value of such Bonds on the date of such determination being 



100% of the principal amount thereof. The maturity dates, principal amounts and sinking 
fund installments for the 1997 Series B Bonds following Conversion shall be determined by 
the Remarketing Agent as follows: 

The 1997 Series B Bonds shall have serial maturities on each 1 and 
1, from - 1, - through 1 9  shall have a term 

maturity due 1, -3 with mandatory sinking fund installments due on 
=h - 1 and 1 fmm - 1, - through 1, -, 
and shall have a term maturity due I , ,  with mandatory sinking fund 
installments due on each - 1 and 1 from 1, - 
through 1, - . The amount of each maturity and mandatory sinking 
fund installment shall be that amount which, together with all other maturity and 
mandatory sinking fund installment amounts for the 1997 Series B Bonds and the 
interest rates on the 1997 Series B Bonds determined as provided in Section 3.01@) 
and assuming no redemption of 1997 Series B Bonds prior to maturity cther than 
mandatory sinking fund redemption, results in debt service on the 1997 Series Bonds 
being as level as possible (subject to the restriction that maturities and mandatory 
sinking fund redemption amounts must be in even multiples of $5,000). 

Q The corporation may elect to remarket the 1997 Series B Bonds to a 
new Mandatory Tender Date (not less than 45 days nor more than 270 days following the 
Mandatory Tender Date) on the Mandatory Tender Date. For Remarketing to occur on the 
Mandatory Tender Date, the Corporation must deliver to the Trustee not less than 30 days 
prior to the Mandatory Tender Date a Request of the Corporation specifying the principal 
amount of 1997 Series B Bonds to be =marketed on the Mandatory Tender Date and must 
deliver to the T ~ ~ t e e  on or prior to the Mandatory Tender Date: 

(1) A CeItificate of the Corporation specifying the new Mandatory Tender 
Date and the interest rate to be borne by the 1997 Series B Bonds to 
such date determined as described in paragraph 0; 

(2) an opinion of Bond Counsel to the effect that such Remarketing will not 
adversely affect the exclusion from gross income of interest on the 
1997 Series A Bonds and the 1997 Series B Bonds for federal income 
tax purposes; 

(3) a Cash Flow Analysis prepared as of the Mandatory Tender Date; and 

(4) written confirmation from the Rating Agency that the rating assigned to 
the 1997 Series A Bonds shall not be reduced, suspended or withdxawn 
as a result of the Remarketing; 

and the Tender Agent shall have received from the Remarketing Agent for deposit in the 
Bond Purchase Fund an amount in good funds equal to the aggregate principal amount of 
1997 Series B Bonds to be =marketed. 



If the conditions for Remarkcting are satisfied on the Mandatory Tender Date, 
the marketed 1997 Series B Bonds shall be sold to the purchaser or purchasers thereof 
identified by the Remarketing Agent for delivery and settlement on the Mandatory Tender 
Date, the Tender Agent shall apply the moneys on deposit in the Bond Purchase Fund to the 
payment of the purchase price of such Bonds and the Remarketing shall occur. 

If the conditions for R e d t i n g  are not satisfied as required herein, then all 
1997 Series B Bonds shall be redeemed on the Mandatory Tender Date. 

(F) The interest rate for the 1997 Series B Bonds from the date of 
Remarketing to the new Mandatory Tender Date shall be that interest rate which, in the 
determination of the Remarketing Agent, would result in the market value of such Bonds on 
the date of such determination being 100% of the principal amount thereof. 

Section 3.02. N-. Notice of Conversion or 
Remarketing shall be mailed not less than 20 days nor more than 60 days prior to the 
Mandatoly Tender Date, to the Owners of any 1997 Series B Bonds, or porti~ns thereof, 
designated for Conversion or Remarketing at their addresses appearing on the registration 
books of the Trustee, (ii) the Securities Depositories, (5) two or more ~nfomatiorl Services, 
and (iv) each then-existing NRMSIR. Notice of Conversion or Remarketing to the Securities 
Depositories, the Information Services and the registered owners of $1,000,000 or more in 
principal amount of Bonds shall be given by certif~ed mail, return receipt RqueSted, 
overnight delivery, legible telecopy or other secure means. Notice of Conversion or 
Remarketing mailed to the Securities Depositories should be received by the Depositories at 
least two (2) days prior to the date on which notice is given to all other Owners. Each 
notice of Conversion or Remarketing shall state the Mandatory Tender Date, the place or 
places for tender, the 1997 Series B Bonds to be purchased or redeemed and, if less than all 
1997 Series B Bonds are to be purchased or redeemed, the numbers of the 1997 Series B 
Bonds to be purchased or redeemed and, in the case of the 1997 Series B Bonds to be 
purchased or redeemed in pan only, the respective portions of the principal amount thereof 
to be purchased or redeemed, and shall also state that on said date there will become due and 
payable on each of said Bonds the purchase or redemption price thenof, and that from and 
after such date interest thereon shall cease to accrue, and shall require that such Bonds be 
then surrendered. Failure by the Trustee to give notice pursuant to this Section 3.02 to any 
one or more of the Information Services, Secuiities Depositories, or NRMSIR's, or the 
insufficiency of any such notice shall not affect the suff~ciency of the proccdngs for 
Conversion or Remarketing and the Trustee shall have no liability therefor. Failure by the 
Trustee to mail notice of Conversion or Remarketing pursuant to this Section 3.02 to any one 
or more of the respective Owners of any Bonds designated for purchase or redemption shall 
not affect the sufficiency of the proceedings for purchase or redemption with respect to the 
Owners to whom such notice was mailed and the Trustee shall have no liability therefor. 

Notice of Conversion or Renmkcting as described herein shall be given by the 
Trustee for and on behalf of the Corporation. Such notice shall be deemed to have been 
given when mailed, fim class postage prepaid, to the Owner of the Bond. 



Any notice of Conversion or Remadcehg of 1997 Suies B Bonds shall state 
that if the conditions for Conversion of such Bonds on the Maadatory Tender Date are not 
satisfied (including the availability of funds sufficient to purc- such Bonds) such Bonds 
will be redeemed on such date. 

Section 3.03. Tender Agent: Remarketine Agent: A~~ointment and Duties. 

. (A) The Corporation hereby appoints the Trustee the Tender Agent and 
the Remarketing Agent. 

(B) The Corporation may enter into agreements with the Remarketing 
Agent and the Tender Agent to effect the Conversion and RenmIdng of the 1997 Series B 
Bonds under this Indenture. 

(C) In addition to the obligations of the Renaketing Agent described 
elsewhere in this Indenture, the Remarketing Agent shall further: 

(i) During the term of the Remarketing Agreement, O keep such 
books and records available for inspection by the Corporation, the Tender 
Agent, and the Trustee at all reasonable times and hold a l l  moneys 
delivered such moneys until the 1997 Series B Bonds purchased with such 
moneys have been delivered to or for the account of such person or entity. 

(ii) At least thirty (30) days prior to the date on which the 
Conversion or Remarketing of the 1997 Series B Bonds shall be scheduled to 
occur, the Remarketing Agent shall advise the Corpoxation and the Trustee (I) 
whether any disclosure document or offering materials or any legal opinions 
shall be required by the Remarketing Agent for use in remarketing Bonds or as 
a condition to settlement and delivery of such Bonds on such date, whether 
counsel has been retained by the Remarketing Agent in connection with the 
preparation thereof, and, if such counsel shall have been or is to be retahed, 
the identity and address of such counsel, and (IT) whether any information is 
required to be furnished by the Corporation or the Trustee to any rating 
agency or to the Remarketing Agent in connection with a request for 
confiiation of the rating category or categories assigned to the 1997 Series A 
Bonds as contemplated in Sections 3.01(C) and 0, as applicable. 

(i) Submit a request to the Rating Agency for a confirmation that the 
Conversion or Remarketing, as applicable, will not result in a reduction, 
suspension or withdrawal of the rating in the 1997 Series A Bonds, and 
thereafter from time to time respond promptly to requests received from 
Rating Agency for additional information required in connection therewith. 

(iv) Request from the Corporation any information required to be 
furnished in order to complete (I) the information necessary in connection with 
any request for xating confiiation, (IT) the prepamtion of any disclosure 



document or offering materials to be used in remarketing 1997 Series B 
Bonds, or 0 the preparation of any legal opinions to be rendered in 
connection with either thereof or as a condition to settlement and delivery of 
remarketed 1997 Series B Bonds. 

(v) (I) Offer for sale and use its best efforts to sell all 1997 Series B 
Bonds resulting from Conversion or Remarketing for delivery as contemplated 

- in Section 3.03(C)(vi), and 0 tender advice to the Corporation in connection 
with the determination by the Corporation of the interest rate or rates to be 
borne by the 1997 Series B Bonds following Conversion or Remarketing. 

(vi) (I) Not later than 3:00 P.M. New York City time on the 
Business Day immediately preceding a Tender Date, give telephonic or 
telegraphic notice, promptly confirmed in writing, to the Trustee, the 
Corporation, and the Tender Agent advising s ~ c h  parties if the Bonds subject 
to tender hereunder have been remarketed as provided in this Indenture and, if 
so, the aggregate outstanding principal amount of the remarketed Bonds, (11) 
not later than 11:OO A.M. New York City time on the Mandatory Tender 
Date, remit to the Tender Agent in immediately available funds all moneys, if 
any, delivered to the Remarketing Agent for the purchase of such remarketed 
Bonds in an amount equal to the Purchase Price of all such Bonds sold by the 
Remarketing Agent, plus accrued interest, if any shall be due, thereon and (m) 
from time to time. but not later than 5 0 0  P.M. New York Citv time on the 
Business Day immediately preceding the Mandatory Tender ~ & e  to the extent 
known to the Remarketinrt Agent. but in no event later than 11:OO A.M. New 
York City time on the ~ k d a t o j  Tender Date, deliver to the Trustee and the 
Tender Agent information as to denominations, names, addresses and taxpayer 
identification numbers of the purchaser or purchasers of the remarketed Bonds 
sufficient to enable the Trustee or the Tender Agent, as the case may be, to 
prepare defdtive bonds for delivery to such purchaser or purchasers. 

@) In addition to the obligations of the Tender Agent described elsewhen 
in this Indenture with respect to the Remarketing and Conversion of 1997 Series B Bonds on 
the Mandatory Tender Date, the Tender Agent shall: 

(i) Keep books and records and make such books and records 
available for inspection by the Trustee, the Corporation and the Remarketing 
Agent at reasonable times on any Business Day upon reasonable notice in 
writing two days prior to any proposed inspection. 

(i) Prior to the Mandatory Tender Date, hold a l l  Bonds delivered to 
it in tmst on behalf of the tendering Bondholders; on and after each Tender 
Date, (I) if al l  applicable conditions to the remarketing of 1997 Series B Bonds 
set forth in Section 3.03(C) shall have been satisfied within the respective time 
periods specified therein, (a) deliver to the Remarketing Agent, against 
payment therefor, defintive bonds prepared by the Trustee or by the Tender 



Agent, as the case may be, in acardana with Section 3.03(C), and @) hold 
all sums delivered to it by the Remarkhg Agent, in trust until such sums 
shall be applied to pay the purchase price of tendered 1997 Series B Bonds to 
or upon the order of tendering Bondholders, in immediately available funds; or 
(II) in the event all applicable conditions set forth in Section 3.03(C) shall 
have not been met, surrender to the Trustee for redemption all of the tendered 
1997 Series B Bonds. 

(E) The Remarketing Agent and Tender Agent shall be subject to removal 
by the Corporation at any time upon notice given to the Trustee, the Remarketing Agent and 
the Tender Agent. The Remarketing Agent may at any time resign from its duties hereunder 
upon notice given to the Corporation, the Trustee and the Tender Agent. 

ARTICLE IV 

Section 4.01. Establishment and A~~lication of Redemution Fund and 
PreDavment Account for the Bonds. T!e Trustee shall establish, maintain and hold in trust a 
separate fund designated as the "Redemption Fund" and, with respect to each Series, a 
special account therein designated as the " Prepayment Account" (insetting the 
Series designation). The Trustee shall apply all amounts deposited in the Redemption Fund 
(or in the Revenue Fund to the extent the Trustee determines that such amounts wiU become 
msferable to the Redemption Fund on the following redemption date) to the redemption of 
the Bonds, in the manner and upon the terms and conditions specified in this M c l e  at the 
next succeeding date of redemption for which timely notice of redemption can be given in 
accordance with this Article. Prepayments with respect to the Mortgage-Backed Securities of 
a Series shali be deposited in the Prepayment Account of such Series of the Redemption 
Fund upon receipt thereof by the Trustee. Subject to Section 5.02@), the Trustee shall 
apply amounts in the Prepayment Account with respect to a Series to redeem Bonds of such 
Series pursuant to Section 4.02(A)(3). 

Section 4.02. Redem~tion of the Bonds. The Bonds are subject to redemption 
at a redemption price equal to 100% of the principal amount thereof plus accrued interest 
thereon to the date fmed for redemption, without premium, as described below; provided that 
with respect to any mandatory redemption of the Bonds pursuant to paragraphs (1) or (2) 
below, the redemption price of the 1997 Series A Bonds maturing on 1, 20- 
will be equal to -- . % of the principal amount thereof plus accrued interest thereon to the 
date fmed for redemption and the redemption price of the 1997 Series A Bonds'maturing on 

1, 20 will be equal to . % of the principal amount thereof plus accrued -- 
interest thereon t o s e  date fmed for redemption. 

(A) The Bonds are subject to mandatory redemption as follows: 

(1) as a whole or in part on a pro iata basii among all maturities of 
the Bonds on - 1, 199- (or such mlier date on or after 1, 199- 



specified by the Corporation or such later date as may be established in accordance 
with Section 5.02@)) from amounts transferred from the Program Fund to the 
Redemption Fund which have not been used to acquire Mortgage-Backed Securities by 
such date and amounts transferred from the Capitalized Interest Account in connection 
therewith; 

(2) as a whole or in part on the fust day of any month, commencing 
- 1, 199-, on which amounts on deposit in a Prepayment Account in the 

Redemption Fund from prepayments on the Home Mortgages with respect to the 
Bonds of such Series equal or exceed $100,000; and 

(4) as a whole or in part on each Interest Payment Date, 
commencing 1, 199-, in an amount equal to amounts on deposit in the 
Redemption Fund (including amounts in the Prepayment Account) on such Interest 
Payment Date; provided that no such redemption will occur unless the amount of 
Bonds to be redeemed equals at least $25,000. 

The Trustee shall determine the Bonds to be deemed pursuant to this Section 
4.02(A) at the times and in the manner set forth in Section 4.04. 

(B) The Bonds are not subject to optional redemption prior to maturity. 

(C) The 1997 Series A Bonds maturing on - 1, - are subject to 
mandatory redemption prior to maturity at a redemption price equal to 100% of the principal 
amount redeemed, plus accrued interest to the date of redemption, from sinking fund 
installments which are required to be made in amounts sufficient to redeem on the dates 
specified below the respective principal amount of such Bonds specified as follows: 

Q&e Amount Date b o u n t  

The 1997 Series A Bonds maturing on 
1 7  - are subject to 

mandatory redemption prior to maturity at a redemption price equal to 100% of the principal 
amount redeemed, plus accrued interest to the date of redemption, from sinking fund 
installments which are required to be made in amounts sufficient to redeem on the dates 
specified below the +ve principal amount of such Bonds specifled as follows: 

Date - Amount Amount 



The 1997 Series A Bonds maturing on 1, - are subject to 
mandatory redemption prior to maturity at a redemption price equal to 100% of the principal 
amount redeemed, plus accrued interest to the date of redemption, from sinking fund 
installments which are required to be made in amounts sufficient to redeem on the dates 
specified below the respective principal amount of such Bonds specEd as follows: 

Amount Qals Amount 

The 1997 Series B shall be subject to mandatory sinking fund redemption as 
determined in accordance with Section 3.01@). 

Upon any purchase or redemption of the Bonds other than by sinking fund 
payment, an amount equal to the principal amount of the Bonds so purcha~ed or redeemed 
will be credited towards a part or all of any one or more redemptions for the Bonds of the 
same maturities, on a pro rata basis (rqunded to $5,000 denominations) or as otherwise 
d i e d  in writing by the Corporation, which writing shall be accompanied by a Cash Flow 
Analysis and a confirnation of the Rating Agency that the then-current rating on the Bonds 
will not be reduced as a result of such direction and shall state the years in which and the 
amounts by which such sinking fund redemptions are to be reduced. The portion of any such 
sinking fund redemptions remaining after the deduction of any such amounts credited toward 
the same (or the original amount of any such sinking fund redemption if no such amounts 
shall have been cndited toward the same) shall constitute the unsatisfied balance of such 
sinking fund redemption for the purpose of the calculation of sinking fund redemptions due 
on any future date. All Bonds so purchased shall be delivered to the Trustee. 

Section 4.03. Selection of Bonds for Redemution. Bonds are to be 
redeemed pursuant to Section 4.02(A)(1), the particular Bonds to be redeemed shall be 
selected from the Series to which the amounts transferred from the Program Fund to the 
Redemption Fund relates. If Bonds are to be redeemed pursuant to Section 4.02(A)(2), the 
paaicular Bonds to be redeemed shall be selected from the related Series. If Bonds are to be 
redeemed pursuant to Section 4.02(A)(3), the particular Bonds to be redeemed shall be 
selected from Bonds of each Series on a pro ma basis. The Bonds to be redeemed pursuant 
to Section 4.02(A)(1) of a Series shall be selected on a pro rata basis from among all tenors 
and maturities and, within a maturity, by lot in any manner which the Trustee in its sole 
discretion shall deem appropriate and fair. The 1997 Series A Bonds to be redeemed 
pursuant to Sections 4.02(A)(2) or 4.02(A)(3) shall be selected in the following order of 



priority: fm, 1997 Series A Bonds maturing on ; second, 1997 

Series A Bonds maturing on ; and third, 1997 Series A Bonds 
maturing on . The 1997 Series B Bonds to be redeemed pursuant to 
Section 4.02(A)(2) or 4.02(A)(3) shall be selected on a pro rata basis.] 

If a Bond is of a denomination larger than $5,000, a portion of such Bond may 
be redeemed, but Bonds will be redeemed only in the principal amount of $5,000 each or 
any integral multiple thereof. 

In the event of redemption of less than all of the Outstanding Bonds of a 
Series, tenor and maturity, within such Series, tenor and maturity redemption will be by lot, 
and the Trustee will assign to each Outstanding Bond of such series and maturity a distinctive 
number for each $5,000 of the principal amount of such Bond and will select by lot, using 
such method of selection as it shall deem proper in its discretion, from the numbers assigned 
to such Bonds as many numbers as, at $5,000 principal amottnt for each number, will equal 
the principal amount of the Bonds to be redeemed. The Bonds to be redeemed will be the 
Bonds to which were assigned the numbers so selected, but only so much of t5e principal 
amount of each Bond of a denomination of more than $5,000 principal amount will be 
redeemed as will equal $5,000 principal amount for each number assigned to it and SO 

seleaed. 

Section 4.04. Notice of Redemution. Notice of redemption shall be mailed 
not less than 30 days (20 days with respect to special mandatory redemption pursuant to 
4.02(A)(l)) or redemption on a Mandatory Tender Date nor more than 60 days prior to the 
redemption date, to (i) the Owners of any Bonds, or portions thereof, designated for 
redemption at their addresses appearing on the registration books of the Trustee, (i) the 
Securities Depositories, (iii) two or more Information Services, and (iv) each then-existing 
NRMSIR. Notice of redemption to the Securities Depositories, the Information Services and 
the registered owners of $1,000,000 or more in principal amount of Bonds shall be given by 
certif~ed mail, return receipt requested, overnight delivery, legible telecopy or other secure 
means. Notice of redemption mailed to the Securities Depositories should be received by the 
Depositories at least two (2) days prior to the date on which notice is given to all other 
Owners. Each notice of redemption shall state the redemption date, the place or places of 
redemption, the Bonds to be redeemed and, if less than all Bonds are to be deemed, the 
numbers of the Bonds to be redeemed and, in 'the case of Bonds to be redeemed in part only, 
the reqmive portions of the principal amount thereof to be redeemed, and shall also state 
that on said date there will become due and payable on each of said Bonds the redemption 
price thereof, together with interest accrued thereon to the redemption date, and that from 
and after such redemption date interest thereon shall cease to accrue, and shall require that 
such Bonds be then surrendered. Failure by the Trustee to give notice pursuant to this 
Section 4.04 to any one or more of the Infox~nation Services, Securities Depositories or 
NRMSIR's, or the insufficiency of any such notice shall not affect the sufficiency of the 
PrOCeedings for redemption. Failure by the Trustee to mail notice of redemption pursuant to 
this Section 4.04 to any one or more of the respective Owners of any Bonds designated for 
redemption shall not affect the sufficiency of the proceedings for redemption with respect to 
the Owners to whom such notice was mailed. 



Notice of redemption shall be given by the Trustee for and on behalf of the 
Corporation. Such notice shall be deemed to have been givm when mailed, fmt class 
postage prepaid, to the Owner of the Bond. 

Any notice of the redemption of Bonds may state, that such notice is 
conditional and that if the conditions for redemption of such Bonds on the scheduled 
redemption date are not satisfied (including the availability of funds sufficient to redeem such 
Bonds) such Bonds will not be redeemed on such date and any Bonds tendered for payment 
on such date will be returned to the Owners thereof. 

For purposes of giving notice of redemption of Bonds in accordance with 
Section 4.02(A)(1) the Trustee shall determine the principal amount of Bonds of each Series 
to be redeemed and shall select Bonds for redemption not less than 20 days nor more than 
sixty days prior to the applicable redemption date. For purposes of giving notice of 
redemption of Bonds in accordance with Section 4.02(A)(2) Dr Section 4.02(A)(3), the 
Trustee shall determine the principal amount of Bonds of each Series to be Rdeemed and 
shall select Bonds for redemption not less than 35 days nor more than 60 days prior to the 
applicable redemption date. In making such determinations, the Trustee shall take into 
account Prepayments actually receivedon or prior to such date of determination agd 
scheduled payments of principal and interest on the Mortgage-Backed Securities to be 
received prior to such redemption date. 

Section 4.05. Partial Redemution of Bondq. Upon surrender of any Bond 
redeemed in part only, the Corporation shall execute and the Trustee shall authenticate and 
deliver to the Owner thereof, at the expense of the Corporation, a new Bond or Bonds of 
authorized denominations, and of the same Series, tenor and maturity, equal in aggregate 
principal amount to the unredeemed portion of the Bond surrendered. 

Section 4.06. Effect of Redem~tion. Notice of redemption having been duly 
given as aforesaid, and moneys being held by the Trustee for payment of the redemption 
price of, and interest accrued to the redemption date on, the Bonds so called for redemption 
on the redemption date designated in such notice, said Bonds shall become due and payable 
at the redemption price specified in such notice and interest on the Bonds so called for 
redemption shall cease to accrue. Said Bonds shall cease to be entitled to any benefit or 
security under this Indenture, and the 0wners.of said Bonds shall have no rights in respect 
thereof except to receive payment of said redemption price and accrued interest. 

AU Bonds redeemed pursuant to the provisions of this Article shall be 
cancelled upon surrender thereof and destroyed by the Trustee. 



FLOW OF FUNDS 

Section 5.01. ,4mlication of Proceeds of Bonds. 

(A) Upon the issuance of the Bonds, % of the proceeds of the 
1997 Series-A Bonds shall be deposited by the Trustee in the Program Fund, and 
a , constituting accrued interest, shall be deposited in the Revenue Fund. 

) Upon the issuance of the Bonds, the proceeds of the 1997 Series B 
Bonds shall be deposited by the Trustee in the Bond Escrow Fund. 

(C) On the date of issuance of the Bonds, the Corporation shall deposit (or 
have deposited on its behalf) with the Trustee $ of which amount S - shall 
be deposited by the Trustee in the Capitalized Interest Account and % shall be 
deposited in the Cost of Issuance Fund. 

. . 
Section 5.02. -1ishn;ent and mhcatlon of Projmm Fund. COP: of 

Issuance Fund and Home Mortpave Recvcline Fund. 

(A) The Trustee shall establish and maintain and thereafter hold in tmst a 
separate fund designated as the "Program Fund". Moneys in the Program Fund shall be 
withdrawn solely for (1) the acquisition of Mortgage-Backed Securities from the Master 
Servicer pursuant to its Agreement on each Purchase Date (and to make transfers to the Cost 
of Issuance Fund and the Corporation as described below); (2) deposit to the Redemption 
Fund for the redemption of Bonds pursuant to Sections 4.02(A)(1); and (3) transfers to the 
Rebate Fund pursuant to Section 5.06. 

On each Purchase Date, the Trustee shall acquire Mortgage-Backed Securities 
from the Master Servicer as provided in its Agreement and this Indenture. The purchase 
price of each FHLMC Certificate acquired from the Master Servicer on a Purchase Date 
shall be the FHLMC Certificate Purchase Price. Upon such purchase, the Trustee shall 
transfer from the Program Fund [(I) to the Revenue Fund an amount equal to .-% of the 
outstand'mg principal amount of each Mortgage-Backed Security so purchased, and (2) to the 
Corporation, free and clear of the lien of this Indenture, an amount equal to . %  of the 
outstanding principal amount of each Mortgage-Backed Security so purchased]. If the 
Trustee receives an interest payment on a Mortgage-Backed Security representing interest 
accrued prior to the date such Mortgage-Backed Security was purchased by the Trustee with 
amounts on deposit in the Program Fund, the Trustee shall remit such amount to the Master 
Servicer. 

The Trustee shall notify the Corporation upon each purchase of each 
Mortgage-Backed Security and shall notify the Rating Agency upon the first purchase of a 
Mortgage-Backed Security. 



The Trustee is hereby dirrmd to invest the moneys in the Progiam Fund 
related to the 1997 Series A Bonds in the Program Fund Investment Agreement. The 
Trustee shall provide notice to the provider of the Program Fund Investment Agreement of 
amounts to be withdrawn to purchase Mortgage-Backed Securities as required under the 
Program Fund Investment Agreement. 

The Trustee shall not disburse moneys from the Program Fund for the 
acquisition of a Mortgage-Backed Security unless (1) such Mortgage-Backed Security shall be 
acquired in accordance with this Section 5.02(A), (2) the principal component of the 
purchase price of such Mortgage-Backed Security (together with the principal component at 
the time of purchase of all Mortgage-Backed Securities concurrently or previously purchased 
by the Trustee) to be paid from the Program Fund is less than or equal to % (the 
purchase price specified pursuant to Section 5 . 0 2 0  with respect to Mortgage-Backed 
Securities backed by Home Mortgages) of the outstanding principal amount of the Home 
Mortgages backing such Mortgage-Backed Security (together with the principal amount at the 
time of Mortgage-Backed Security purchase of Home Mortgages backing all 
Mortgage-Backed Securities concurrently or previously purchased by the Trustee), (3) such 
Mortgage-Backed Security will bear interest at the applicable Pass-Through Rate, (4) upon 
such purchase, the sum of (a) amounts held in the Program Fund., the Bond Escrow Fund 
and the Redemption Fund (representing amounts transferred to the Redemption Fund 
pursuant to Section 5.02(B)) and (b) the aggregate outstanding principal amount at time of 
acquisition by the Trustee of all Mortgage-Backed Securities purchased by the Trustee with 
amounts in the Program Fund is equal to or greater than the aggregate principal amount of 
all Bonds then Outstanding (provided that such condition need not be met if the Rating 
Agency has conf ied  in writing that such disbursement alone shall not result in a reduction, 
suspension or withdrawal of the rating on the Bonds), and (5) the Mortgage-Backed Security 
will be held by the Trustee as described in Section 5.03(B). 

(B) On any date specified by the Corporation on or after 1, 
, the Trustee shall transfer amounts on deposit in the Program Fund that the Corporation 
certifies will not be used to acquire Mortgage-Backed Securities to the Redemption Fund to 
be applied to the redemption of Bonds on such date. On 1, , the Trustee shall 
transfer to the Redemption Fund all amounts remaining in the Program Fund to be applied to 
the redemption of Bonds on such date. Such transfer may be made on a date or dates after 
- 1, - 9  as to all or part of amounts ka in ing  in the Program Fund if the 
Corporation shall have filed with the Trustee on or prior to the Business Day which is thirty 
(30) days prior to the scheduled date of transfer: (1) a Request of the Corporation specifying 
the amount to be retained in the Program Fund and the proposed later date of transfer, (2) a 
Cash Flow Analysis, (3) an opinion of Bond Counsel to the effect that the failure to W f e r  
such amounts to the Redemption Fund on such date will not adversely affect the exclusion of 
interest on the 1997 Series A Bonds or the 1997 Series B Bonds from gross income for 
federal income tax purposes, and (4) a confkmation of the Rating Agency that the then 
current rating on the Bonds will not be reduced, suspended or withdrawn as a result of the 
failure to transfer such amounts to the Redemption Fund on such date. 



(C) The Trustee shall establish and maintain a separate fund designated as 
the "Cost of Issuance Fund". Moneys deposited in such Fund shall be used to pay Costs of 
Issuance for the Bonds upon receipt by the Trustee of written inmctions of the Corporation 
stating the person to whom payment is to be made, the amount to be paid, the purpose for 
which the obligation was incurred and that such payment is a proper charge against said 
Fund. 

- (D) The Trustee shall establish, maintain and hold in trust a separate fund 
designated as the "Home Mortgage Recycling Fund." The Trustee shall transfer money from 
the Prepayment Account to the Home Mortgage Recycling Fund if the Corporation shall file 
with the Trustee: (1) a Request of the Corporation specifying the amount of such transfer, 
the interest rate or rates to be borne by the Home Mortgages to be financed with such 
moneys, the term of such Home Mortgages, the Pass-Through Rate on the Mortgage-Backed 
Securities to be acquired with such moneys, the price to be paid to the Master Servicer to 
acquire such Mortgage-Backed Securities (including the source of any amount for such 
purchase other than amounts on deposit in the Home Mortgage Recycling Fund) and the date 
on which such moneys are to be returned to the related Prepayment Account for the 
redemption of Bonds if such moneys are not used to acquire Mortgage-Backed Securities, 
(2) a Cash Flow Analysis and (3) an opinion of Bond Counsel to the effect that such transfer 
will not adversely affect the exclusion from gross income of interest on the 1997 Series A 
Bonds or the 1997 Series B Bonds for federal income tax purposes. Money in the Home 
Mortgage Recycling Fund shall be withdrawn solely for (1) the acquisition of 
Mortgage-Backed Securities from the Master Servicer; (2) return to the related Prepayment 
Account for the redemption of Bonds; and (3) transfer to the Rebate Fund pursuant to 
Section 5.06. 

(E) The Trustee may purchase Mortgage-Backed Securities backed by 
Alternate Rate Home Mortgages upon delivery by the Corporation to the Trustee of: 

(1) a Request of the Corporation specifying the purchase price and 
Pass-Through Rate for such Mortgage-Backed Securities and specifying the maximum 
principal amount of such Mortgage-Backed Securities to be purchased; 

(2) a Cash Flow Analysis; 

(3) an opinion of Bond Counsel to the effect that such purchase will 
not adversely affect the exclusion from gross income of interest on the Bonds for 
federal income tax purposes; and 

(4) written confmnation from the Rating Agency that such purchase 
will not result in the reduction, suspension or withdrawal of the rating on the Bonds. 



. . 
Seaion 5.03. &&11ishment and Auullcat~on of Revenue Fund and Cauitalized 

Jnterest Account. 

(A) The Trustee shall, maintain and hold in trust a separate fund designated 
as the "Revenue Fund" for the Bonds with a separate account therein designated as the 
"Capitalized Interest Account". All Revenues shall be deposited to such Revenue Fund, 
except that Prepayments received with nspect to a Series shall be deposited in the 
Prepayment Account of the Redemption Fund relating to such Series, and, upon receipt by 
the Trustee of an interest payment on a Mortgage-Backed Security representing interest 
accrued prior to the date such Mortgage-Backed Security was purchased by the Trustee with 
amounts on deposit in the Program Fund, the Trustee shall remit such amount to the Master 
Servicer from which it purchased the Mortgage-Backed Security. All Revenues shall be held 
by the Trustee in trust for the benefit of the Owners at any time of the Bonds; and the 
Corporation shall have no beneficial right or interest in any of such moneys, except as 
otherwise expressly provided in this Indenture. 

(B) (1) The GNMA Certificates aquired by the Trustee on behalf of the 
Corporation shall be held at all times by the Trustee in trust for the benefit of the Owners 
and shall be registered in the name of the Trustee or its nominee or held in book-entry form 
as described in this subsection. GNMA Certifcates may be acquid  in the form of 
Panicipants Trust Co. ("PTC") book-entry interests, provided that: 

(a) if GNMA Certificates are acquired in book-entry form, the Trustee shall 
receive confiiation from a PTC participant acting as agent or custodian for 
the Trustee that PTC has made appropriate enmes in its records of the 
issuance of such book-entry GNMA Certificates to the account of a FTC 
participant acting as agent or custcdii for the Trustee; 

(b) before accepting GNMA Certif~cates in physical form or in book-entry 
form, the Trustee shall, upon payment for the GNMA Certif~cates, acquire an 
ownership interest, as Trustee, of the GNMA Certificates free and clear of any 
PTC clearing liens; 

(c) The Trustee shall deliver to the PTC an irrevocable instruction to the 
effect that all fees arising in cohection with the transfer are to be charged to 
another account maintained by the PTC; and 

(d) The PTC delivers to the Trustee a certificate to the effect that based on 
the instruction regarding payment of its fees, the PTC will not charge the 
Trustee for so long as the instruction remains in effect. The certificate may 
make exceptions (as provided in the amended PTC rules) to charge the Trustee 
for the recovery of securities or cash credited to the Trustee by mistake and to 
secure and repay any advance of principal and interest made by the PTC. 



In lieu of compliance with the requirements of paragraphs (c) and (d) above 
the Corporation may provide other evidence acceptable to the Rating Agency that PTC will 
not exercise rights of set off against the Revenues for its fees and charges. 

If the Trustee does not receive a payment or advice of payment on a GNMA 
Certificate when due (if the GNMA CeMcates are held by the Trustee, on the fifteenth day 
of each month with respect to GNMA I Securities and on the twentieth day of the month with 
respect to GNMA II Securities, and if the GNMA Certificates are held by PTC, on the 
seventeenth day of each month with respect to GNMA I Securities and on the twenty-second 
day of each month with respect to GNMA 11 Securities), the Trustee shall promptly notify, 
and demand payment from GNMA, with respect to GNMA I Securities, and from the central 
paying agent for GNMA, with respect to GNMA II Securities. To the extent the GNMA 
Certificates are subject to book-entry transfer, the Trustee shall so notify PTC. 

(2) The FHLMC Certificates acquired by Ce Trustee on behzlf of the 
Corporation shall be held at all times by the Trustee or its nominee in trust for the benefit of 
the Owners and shall be held in bookentry form as described in this subsection. A FHLbIC 
Certikate will be issued in bookentry form through a book-entry system of the Federal 

ment  or Reserve System and transferred to the Trustee. If the Trustee does not receive pa, 
advice from the depositary of payment with respect to a FHLMC Certificate when due by the 
close of business on the fifteenth day of any month (or the next business day if the f-th 
day is not a business day), the Trustee shall demand by telephone payment from FHLMC in 
immediately available funds in co~ection with the guaranty of timely payments of principal 
and interest by FHLMC in accordance with the terms of the FHLMC Certificates. 

(3) The FNMA Certificates acquired by the Trustee on behalf of the 
Corporation shall be held at all times by the Trustee or its nominee in trust for the benefit of 
the Ownen and shall be held in book-entry form as described in this subsection. A FNMA 
Certificate will be issued in book-entry form through a book-entry system of the Federal 
Reserve System and transferred to the Trustee. If the Trustee does not receive payment or 
advice from the depositary of payment with respect to a FNMA Certificate when due by the 
close of business on the twenty-fa day of any month (or the next business day if the 
twenty-fifth day is not a business day), the Trustee shall demand by telephone payment from 
FNMA in immediately available funds in co~ection with the guaranty of timely payments of 
principal and interest by FNMA in accordance.with the terms of the FNMA Certificates. 

(C) Neither the Corporation nor the Trustee shall sell or otherwise dispose 
of the Mortgage-Backed Securities after their acquisition for an amount less than an amount 
sufficient, together with other amounts then held under this Indenture and available for the 
payment of principal of and interest on the Bonds, to provide for the payment of all 
Outstanding Bonds in accordance with Article X and the payment of al l  fees and expenses of 
the Trustee pursuant to Section 8.02. Subject to Section 7.02, neither the Corpoxation nor 
the Trustee shall sell or otherwise dispose of the Mongage-Backed Securities after their 
acquisition to provide funds to redeem any or all of the Bonds without the written consent of 
the Holden of 100% of the Outstanding Bonds; provided that the Corporation may sell or 
otherwise dispose of the Mortgage-Backed Securities to provide funds sufficient to defease all 



of the Outstanding Bonds pursuant to Article X. The T N ~  shall notify the ~ a t i n g  Agency 
upon the sale of any Mortgage-Backed Security. 

@) Prior to the date no moneys remain on deposit in the Program Fund, 
moneys in the Capitalized Interest Account shall be withdrawn solely for transfer to the 
Rebate Fund, Interest Fund, Principal Fund or Program Expense Fund in the event other 
moneys on deposit in the Revenue Fund are insufficient to make required deposits into such 
funds pursuant to Section 5.04. On the date no moneys remain on deposit in the Program 
Fund, the Trustee shall, from moneys remaining on deposit in the Capitalized Interest 
Account, transfer to the Corporation free and clear of the lien of this Indenture such amount 
as shall be specified in a Request of the Corporation accompanied by a Cash Flow Analysis, 
and shall transfer all other moneys remaining on deposit in the Capitalized Interest Account 
to the Revenue Fund; provided that the Trustee shall release to the Corporation additional 
amounts from time to time from amounts on deposit in the Capitalized Interest Account if the 
Corporation shall have fded with the Trustee: (1) a Request 9f the Corporation specifying 
the amount of funds to be released; (2) a Cash Flow Analysis; and (3) codmation of the 
Rating Agency that the then-current rating on the Bonds will not be reduced as a result of the 
release of such amounts to the Corporation. 

Section 5.04. mblishment of Other Funds: Allocation of Revenues. The 
Trustee shall establish, maintain and hold in trust the following separate Funds: (1) the 
Interest Fund, (2) the Principal Fund, (3) the Program Expense Fund, (4) the Redemption 
Fund. On the last Business Day of each month the Trustee shall transfer from the Revenue 
Fund to the other Funds, as follows, by depositing: 

m: lnto the Rebate Fund the amount required by Section 5.06; 

Second: lnto the Interest Fund an amount equal to one-sixth (116) of 
the amount of interest becoming due and payable with respect to the Bonds on the 
next Interest Payment Date; provided that no such transfer need be made if the 
amount on deposit in the Interest Fund is at least equal to the aggregate amount of 
interest becoming due and payable on such Interest Payment Date upon all Bonds then 
Outstanding; 

: Into the Principal Fund an amount equal to one-sixth (116) of 
the amount of principal becoming due and payable with respect to the Bonds and of 
mandatory sinking fund payments required t o  be made on the Bonds on the next 
Interest Payment Date: provided that no such transfer need be made if the amount on 
deposit in the principal ~ u n d  is at least equal to the aggregate amount of principal 
becoming due and payable on the Bonds and of mandatory sinking fund paymats 
required to be made on the Bonds on such Interest Payment Date; 

: Into the Program Expense Fund the amounts necessary to pay 
Program Expenses of the Bonds then due and payable as specified in a Request of the 
Corporation; and 



m: Into the Redemption Fund, the balance, if any, remaining in the 
Revenue Fund after making the foregoing deposits for redemption of the Bonds in 
accordance with Section 4.02(A)(3); provided that such transfer shall not cause the 
amount remaining on deposit in the Revenue Fund to be less than $10,000. 

The funding requirements of each Fund (including the making up of 
any deficiencies in any such Fund resulting from lack of Revenues sufficient to make 
any earlier required deposit) at the time of deposit shall be satisfied before any 
uansfer is made to any Fund subsequent in priority and the Trustee shall not make 
transfers to the Redemption Fund if the Trustee determines that such amounts wiU be 
needed to make deposits to the Rebate Fund, the Interest Fund, the Principal Fund or 
the Program Expense Fund prior to the next succeeding Interest Payment Date. 

Section 5.05. Amiication of Pr~glam ExDense Fund. Amounts in the 
Program Expense Fund shall be used and withdrawn by the Trustee, upon written requisition 
of the Corporation, for the purpose of paying the Program Expenses when due. 

Section 5.06. Establishment and A~~lication of Rebate F U .  The Trustee 
shall establish, maintain and hold in trust a separate fund designated as the "Rebate Fund". 
The Trustee shall make transfers to and withdrawals from the Rebate Fund pursuant to 
written instructions delivered by the Corporation in accordance with the Tax Certificate. 
Transfers shall be made from such Funds as the Corporation shall designate in its written 
instructions. Investment earnings on moneys in the Rebate Fund shall be deposited into such 
Fund. Losses on the investment of moneys in the Rebate Fund shall be debited to such 
Fund. Moneys in the Rebate Fund shall be paid to the United States of America (and to the 
extent permitted by the Code, used to pay rebate calculation expenses) as directed by the 
Corporation, pursuant to the Tax Certificate, in compliance with the timetable set forth in 
Section 148(f)(3) of the Code and the Tax Certificate. The Corporation shall pay, out of the 
monthly fee to be paid to the Corporation or other assets of the Corporation, any costs of 
calculation of amounts to be paid to the United States of America. The Trustee shall be 
deemed conclusively to have complied with this section if it follows the written instructions 
of the Corporation, and shall no independent responsibility to, or liability resulting from its 
failure to, enforce compliance by the Corporation with the covenants of this Section 5.06 or 
the Tax Certificate. 

Section 5.07. Amlication of Interest Fund. Subject to Section 5.09, all 
amounts in the Interest Fund shall be used and withdrawn by the Trustee solely for the 
purpose of paying interest on the Bonds as it shall become due and payable (including 
accrued interest on any Bonds purchased or redeemed prior to maturity). 

Section 5.08. Amlication of Princi~al Fund. Subject to Section 5.09, all 
amounts in the Principal Fund shall be used and withdrawn by the Trustee solely for the 
purposes of paying principal of the Bonds and the mandatory sinking fund payments as the 
same shall become due and payable. 



. . .  . . 
S&on 5.09. Deficlcncies m the Interestund or Pnnclaal Fund. 

(A) In the event that the amount in the Interest Fund is insufficient to pay 
interest on the Bonds when due, the Trustee shall transfer to the Interest Fund the amount of 
such deficiency by withdrawing said amount from the following Funds, at the d i i t ion  of the 
Corporation, in the following order of priority: (1) the Revenue Fund, (2) the Capitalized 
Interest Account, and (3) any other fund or account established pursuant to this Indenture 
other than (a) the Rebate Fund, and @) the Redemption Fund to the extent that moneys 
therein have been set aside for the redemption of Bonds with respect to which notice of 
redemption has previously been given. 

(B) In the event that the amount in the %cipal Fund is insuff~cient to pay 
the principal of the Bonds or the mandatory sinking fund payments themn when due, the 
Trustee shall transfer to the Principal Fund the amount of such deficiency by withdrawing 
said amount from the following Funds, at the direction of thz Corporation, in the following 
order of priority: (1) the Revenue Fund, (2) the Capitalized Interest Account and (3) any 
other fund or account established pursuant to this Indenture except (a) the Interest Fund, @) 
the Rebate Fund, and (d) the Redemption Fund to the extent that moneys therein have been 
set aside for the redemption of Bonds with respect to which notice of redemption h s  

previously been given. 

Section 5.10. Investment of Monevs in Funds. All moneys in any of the 
Funds established pursuant to this Indenture shall be invested by the Trustee, upon the 
written direction of the Corporation, in Investment Securities to maximize investment 
income, with proper regard for the preservation of principal. Absent written direction of the 
Corporation, the Trustee shall invest moneys in any of the Funds established pursuant to this 
Indenture in those investments described in clause (7) of the definition of Investment 
Securities. 

Moneys in al l  Funds established under this Indenture shall be invested in 
Investment Securities paying interest and maturing not later than the dates on which it is 
estimated that such moneys will be required by the Trustee for the Bonds. 

Moneys held in the Program Fund shall be initially invested in the Program 
Fund Investment Agreement, moneys held in the Revenue Fund, Interest Fund, Principal 
Fund, Program Expense Fund and Redemption Fund shall be initially invested in the Float 
Fund Investment Agreement and moneys held in the Bond Escrow Fund shall be initially 
invested in the Bond Escrow Fund Investment Agreement. In the event an Investment 
Agreement is terminated prior to its stated termination date, the Trustee shall notify the 
Rating Agency and the Corporation shall use its best efforts to obtain a replacement 
investment agreement satisfyiig the requirements of paragraph (5) or (6) of the definition of 
Investment Securities in Section 1.01, as applicable, with terms and conditions substantially 
the same as the terms and conditions of the terminated Investment Agreement. 

Investment Securities acquired a i  an investment of moneys in any Fund 
established under this Indenture shall be credited to such Fund. For the purpose of 



determining the amount in any such Fund, all  Investment Securities credited to such Fund 
shall be valued at the lesser of cost (exclusive of accrued interest after the fust payment of 
interest following purchase) or par value (plus, prior to the fvst payment of interest 
following purchase, the amount of any accrued interest paid as part of the purchase price); 
provided, however, that any repurchase agreements or investment agreements shall be 
valued, respectively, at the unpaid repurchase price or principal balance collectible pursuant 
thereto. 

. 
All interest, profits and other income earned from investment of aU moneys in 

any Fund (other than the Rebate Fund which shall be retained in such Fund) established 
under this Indenture shall be deposited when received in the Revenue Fund. 

Subject to Section 6.08, moneys in the Funds may be commingled or 
segregated for purposes of making, holding and disposing of investments, notwithstanding 
provisions herein for transfer to or holding in particular Fun& those amounts received or 
held by the Trustee hereunder, provided that the Trustee shall at all times account for such 
investments strictly in accordance with the Funds to which they are credited and otherwise as 
provided in this Indenture. The Trustee may sell at the best price obtainable, or present for 
redemption, any Investment Securities so purchased whenever it shall be neces-cary in order 
to provide moneys to meet any required payment, transfer, withdrawal or disbursement from 
the Fund to which such Investment Security is credited, and the Trustee shall not be liable or 
responsible for any loss resulting from such investment or the sale thereof. The Trustee 
agrees to provide notice to the providers of the Investment Agreements at the time and in the 
manner required thereby in order to make timely payment of amounts due with respect to the 
Bonds. The Trustee may act as principal or agent in the acquisition or disposition of any 
investments. 

Section 5.11 Bond Escrow Fund. The Trustee shall establish and maintain 
and hold in trust a separate fund designated as the "Bond Escrow Fund." Moneys in the 
Bond Escrow Fund shall be withdrawn solely for (1) the redemption of 1997 Series B Bonds 
on a Mandatory Tender Date or (2) transfer, upon Conversion of the 1997 Series B Bonds, 
to such other accounts under the Indenture as shall be specified in a Request of the 
Corporation. 

Scction 5.12 Bond Purchase Fund. (a) AU moneys deposited in or 
transferred to the Bond Purchase Fund shall be applied to the purposes, and administered and 
distributed by the Tender Agent, solely as provided in this Section 5.12 and in Section 3.01. 
The Tender Agent shall deposit in the Bond Purchase Fund all pmxeds of the remarketing 
of 1997 Series B Bonds remitted to the Tender Agent by the Remarketing Agent in 
accordance with the provisions of this Indenture. The Tender Agent shall apply amounts on 
deposit in the Bond Purchase Fund exclusively to pay the purchase price of 1997 Series B 
Bonds purchased in accordance with the provisions of this Indenture to the former Owners of 
such Bonds upon presentation thereof to the Tender Agent. 

(b) Moneys deposited in the Bond Purchase Fund shall be held by the 
Tender Agent uninvested. 



ARTICLE VI 

Section 6.01. Punctual Pavment. The Corporation shall punctually pay, or 
cause to be paid, the principal amount of the Bonds and all unpaid interest thereon to 
maturity, except that, in the case of Bonds which are to be deemed prior to their maturity, 
the amount t3 be paid shall be the redemption price of such Bonds and a l l  unpaid interest 
themn to the redemption date, in strict conformity with the terms of such Bonds and of this 
Indenture, according to the true intent and meaning thereof but only out of Revenues and 
other assets pledged for such payment as provided in this Indenture. 

Section 6.02 Wension of Pavment of Bonds. The Corporation shall not 
d i t l y  or indirectly extend or assent to the extension of the maturity of any of the Bonds or 
the time of payment of any of the claims for interest by the purchase or funding of such 
Bonds or claims for interest or by any other arrangement, and in case the maturity of any of 
the Bonds or the time of payment of any such claims for interest shall be extefided, such 
Bonds or claims for interest shall not be entitled, in case of any default hereunder, to the 
benefits of this Indenture, except subject to the prior payment in full of the principal of all 
the Bonds then Outstanding and of all claims for interest themn which shall not have been 
so extended. Nothing in this Section shall be deemed to limit the right of the Corporation to 
issue bonds for the purpose of refunding any Outstanding Bonds, and such issuance shall not 
be deemed to constitute an extension of maturity of the Bonds. 

Section 6.03. No Other Encumbrances. The Corporation shall not create, or 
permit the creation of, any pledge, lien, charge or other encumbrance upon the Revenues or 
other assets pledged or assigned under this Indenture while any of the Bonds are Outstanding, 
except the pledge and assignment created by this Indenture. 

Section 6.04. Power to Issue Bonds and Make Pledge and Assienment. The 
Corporation is duly authorized pursuant to the Organic Act and laws of the Territory, 
including the Act, to issue the Bonds and to enter into this Indenture and to pledge and 
assign the Revenues and other assets purported to be pledged and assigned, respectively, 
under this Indenture in the manner and to the extent provided in this Indenture. The Bonds 
and the provisions of this Indenture are and will be legal, valid and biding limited 
obligations of the Corporation in accordance with their terms, and the Corporation and 
Trustee shall at all times, to the extent petmined by law, defend, preserve and protect said 
pledge and assignment of the Revenues and other assets and all the rights of the Owners 
under this Indenture against a l l  claims and demands of all Penons whatsoever. 

Section 6.05. Pavment of Taxes and Claims. The Corporation or the Trustee 
(upon the wrinen direction of the Corporation) shall, from time to time but solely from funds 
available therefor under this Indenture, if any, duly pay and discharge, or cause to be paid 
and discharged, any property taxes, assessments or other governmental charges that may be 
lawfully imposed upon the Revenues or other assets pledged or assigned under this Indenture 
to the Bonds when the same shall become due, as well as any lawful claim which, if unpaid, 



might by law become a lien or charge upon such Revenues or other assets or which might 
impair the security of such Bond. 

Section 6.06. account in^ Records and Financial Statements. The Corporation 
shall at all times keep, or cause to be kept, proper books of record and account in which 
complete and accurate entries shall be made of all transactions relating to the p b  of the 
Bonds, the Revenues, the Mortgage-Backed Securities and Home Mortgages with re- to 
the Bonds and a l l  Funds established pursuant to this indenture. Such books of record and 
account shall be available for inspection by the Trustee, the Corporation or the Rating 
Agency and by the Owners of at least 10% of the aggregate principal amount of all Bonds 
then Outstanding, or by the agents or representatives thereof duly authorized in writing, at 
reasonable hours and under msonable circumstances. 

The Corporation and the Trustee shall also provide to the applicable Rating 
Agency such information as the Rating Agency shall reaso~bly request, includhg, but not 
limited to, the periodic reports customarily required to be submitted in order to maintain the 
investment rating on the Bonds. The Trustee shall also provide such information to those 
persons as the Corporation shall request. 

Section 6.07. Wintenance of Powen. So long as any Bonds remain 
Outstanding, the Corporation shall preserve its existence as a public entity and agency, and 
will not be dissolved or lose its right to exist as such or lose any rights necessary to enable it 
to function and to maintain the Revenues. The Corporation shall at all times use its best 
efforts to maintain the powers, functions, duties and obligations now reposed in it pursuant to 
law, and will not at any time voluntarily do, suffer or permit any act or thing the effect of 
which would be to hinder, delay or imperil either the payment of the indebtedness evidenced 
by any of the Bonds or the observance of any of the covenants herein contained. 

Section 6.08. Tax Covenants. 

(A) The Corporation shall not use or permit the use of any proceeds of 
Bonds or any other funds of the Corporation, directly or indirectly, to acquire any securities 
or obligations, and shall not use or permit the use of any amounts received by the 
Corporation or Trustee with respect to the Home Mortgages in any manner, and shall not 
take or permit to be taken any other actions or actions, which would cause any 1997 Series 
A Bond or 1997 Series B Bond to be an "arbitrage bond" within the meaning of Seaion 
148(a) of the Code or an obligation that is "federally guaranted within the meaning of 
Section 149(b) of the Code. The Corporation specifically covenants to comply with the 
rebate requirement of section 1480  of the Code and to that end will comply with the Tax 
Certificate. 

(B) The Corporation shall not use or permit the use of any proceeds of 
Bonds or any other funds of the Corporation, d i t l y  or i n d i t l y ,  in any manner, and shall 
not take or permit to be taken any other action .or actions, which would result in more than 
10% of the proceeds of the 1997 Series A Bonds or the 1997 Series B Bonds being used in 
the trade or business of one or more nongovernmental persons. 



(C) The Corporation shall in good faith attempt to meet all the requirements 
of Section 143(c) (principal residence requirements), 143(d) (3-year requirement), 143(e) 
(purchase price requirement), 143(f) (income requirement) and 143(i) (new mongage 
requirement) of the Code before the Home Mortgages are originated. The Corporation shall 
establish reasonable procedures to insure compliance with such requirements. Such 
procedures shall include reasonable investigations by the Corporation, the Compliance Agent 
or the Lenders to detennine that the Home Mortgages satisfy such requirements. The 
Corporatio~i shall require that a Home Mortgage may be assumed only if the Corporation or 
the Compliance Agent has determined that the conditions of Treasury Regulations Section 
6a.103A-2(j)(3) are satisfied. Any failure of a Home Mortgage, the residence financed 
thereby or the Mortgagors with respect thereto to meet such requirements shall be con-ected 
within a reasonable period after such failure is discovered. 

@) The Corporation shall file or cause to be fded on its behalf in a timely 
fashion all statements and reports required to be filed putsmt to Section 149(e) of ths Code 
and the Treasury Regulations. The Corporation shall also give to Mongagors the notice 
required by Section 143(m)(7) of the Code (relating to recapture in the event of dispositioa of 
the Home). 

The Corporation shall comply with all restrictions on the yield on 
nonmortgage investments set forth in the Tax Certificate. 

Section 6.09. Com~liance with Indenture. Contracts. Laws and Rewlatiom. 
The Corporation shall faithfully observe and perform all the covenants, conditions and 
requirements of this Indenture as required of the Corporation, and the Corporation shall not 
issue any Bonds in any manner other than in accordance with this Indenture, and shall not 
suffer or permit any default to occur hereunder or do or pennit to be done anything that 
might in any way weaken, diminish or impair the security intended to be given pursuant to 
this Indenture. Subject to the limitations and consistent with the covenants, conditions and 
requirements contained in this Indenture, the Corporation shall comply with the terms, 
covenants and provisions, express or implied, of all contracts concerning or affecting the 
application of proceeds of the Bonds or the Mortgage-Backed Securities, Home Mortgages or 
Revenues. The Corporation shall comply promptly, fully and faithfully with and abide by 
any statute, law, Ordinance, order, rule or regulation, judgment, decree, direction or 
requirement now in force or hereafter enacted; adopted, prescribed, imposed or entered by 
any competent governmental authority or agency applicable to or affecting the Program or 
the Home Mortgages. The Trustee shall, as provided herein, observe and perform all of the 
express provisions of this Indenture. 

Section 6.10. Promam Covenaru. 

(A) By Certificate of the Corporation, the Corpolation shall cause the 
Trustee to, from time to time, with all practical dispatch and in a sound and economical 
manner consistent in all respects with the Act, the Program, this Indenture, all other 
applicable laws and regulations and with sound banking practices and principles, use and 
apply the amounts held in the Program Fund to purchase Mongage-Backed Securities, and do 



all such acts and things necessary to produce Revenues sufficient to pay when due the 
principal of and interest on the Bonds, and shall take all  steps, actions and p m ~ d h g s  
reasonably necessary in the judgment of the Corpozation to cause the Trustee to enforce the 
terms, covenants and conditions of the Mortgage-Backed Securities, each Agreement and the 
Investment Agreements. 

The Corporation shall supervise, or cause to be s u p e d ,  each Lender's 
compliance with its Agreement and the Compliance Agent's wmpLiance with the Compliance 
Agreement. In the event the Compliance A p m e n t  or any Agreement shall be cancelled or 
terminated as to the Compliance Agent or the Lender for any reason, the Trustee and the 
Corporation shall take all steps necessary to replace such Compliance Agent or Lender with 
successor parties, in accordance with the provisions of the Agreement, the Compliance 
Agreement, the requirements of FHLMC, but subject to the approval of the Corporation. 

(B) Subject to Section 6.08, amounts in the Program Fund shall be used to 
purchase only Mortgage-Backed Securities which are backed by Home Mortgages which are 
in compliance with the Act and the Program, and which, in the aggregate have scheduled 
payments of principal and interest at least sufficient, together with other expected Revenues, 
to pay when due the principal of and interest on the Bonds and Program Expenses 

(C) The Corporation shall enforce the provisions of the Agreement which 
require that no Home Mortgage shall be sold, assigned or otherwise disposed of by the 

- Lender, except (1) pursuant to a wvenant to repurchase contained in the appropriate 
Agreement, (2) to wrrect any failure of the Home Mortgage, the related residence or the 
related Mortgagor to meet the requirements of Section 143 of the Code, (3) in connection 
with any action or proceedings taken in the event of default on any Home Mortgage or as 
may be necessary for the purpose of rralizing the benefits of mortgage or title insurance with 
respect to such Home Mortgage, or (4) for assignment to FHLMC upon issuance by FHLMC 
of the related FHLMC Certificate. No Mortgage-Backed Security shall be sold, assigned or 
otherwise disposed of except as described in Section 5.03@). Subject to the provisions of 
this subsection and the approval of FHLMC, any Home Mortgage may be sold, assigned or 
otherwise disposed of, and the Corpomtion and the Trustee, through the Compliance Agent, 
shall direct the Lender to take all necessary action and execute and deliver all necessary 
instruments to w n f m  any such sale, assignment or disposition and to vest title to the Home 
Moagage in the purchaser, assignee or other recipient thereof. 

(D) The Corporation shall not, without the written consent of the Trustee, 
alter, modify or cancel, or agree to consent to alter, modify or cancel any agreement which 
relates to or affects the security for the Bonds. The Trustee shall not consent to any change 
in the maturity of any Mortgage-Backed Security. 

(E) The Corpomtion and the Trustee shall not consent to the modifcation 
of, or modify, the rate or rates of interest, or the amount or time of payment of any 
installment of interest or principal, or the security for or any of the terms or provisions of 
any Home Mortgage or any insurance on or with respect thereto in any manner which would 



result in the failure of such Home Mortgage to satisfy the conditions set forth in subseaion 
(B) of this Section or which would matexially impair the security of the Bonds. 

(F) The Corporation shall not amend, modify or supplement the Agreement 
or consent to any such amendment, modification or supplementation, without the wrinen 
consent of the Trustee. The Trustee shall give such written consent only if the Trustee first 
obtains the written consent of the Owners of a majority in principal amount of the Bonds to 
such amendment, mcdification or termination, or if, based on the opinion of counsel, either 
(1) such changes will not matexially adversely affect the interests of the Ownen or result in 
any material impairment of the security hereby given for the payment of the Bonds, or (2) 
such amendment is necessary to preserve the exclusion from gross income for federal income 
tax purposes of interest on the 1997 Series A Bonds or the 1997 Series B Bonds. The 
Trustee shall notify the Rating Agency of any amendments, modifications or supplements to 
the Agreement for which the written consent of Owners was required. 

Section 6.11. Waiver of Laws. The Corporation shall not at any time insist 
upon or plead in any manner whatsoever, or claim or take the benefit or advantage of, any 
stay or extension provision of law now or at any time hereafter in force that may adversely 
affect the covenants and agreements contained in this Indenture or in the Bonds, =d al l  
benefit or advantage of any such law or laws is hereby expressly waived by the Corporation 
to the extent permitted by law. 

Section 6.12. Further Assurances. The Corporation will make, execute and 
deliver any and a l l  such further indentures, instruments and assurances as may be reasonably 
necessary or proper to carry out the intention or to facilitate the performance of this 
Indenture and for the better assuring and confuming unto the Owners of the Bonds of the 
rights and benefits provided in this Indenture. 

Section 6.13. Continuine Disclosure. The Corporation hereby covenants and 
agrees to comply with and carry out a l l  of the provisions of the Continuing Disclosure 
Agreement. The Trustee shall enter into the Continuing Disclosure Agreement as directed by 
the Corporation. Notwithstanding any other provision of the Indenture, failure of the 
Corporation to comply with the Continuing Disclosure Agreement shall not be considered an 
Event of Default or a breach of fiduciary duty or default by the Trustee; however, the 
Trustee may but shall not be obligated to (and, at the request of the Participating Underwriter 
or the Holders of at least 25% aggregate principal amount of Outstanding Bonds, shall), or 
any Bondholder or Beneficial Owner (as defmed in the Continuing Disclosure Agreement) 
may, take such actions as may be necessary and appropriate, including seeking mandate or 
specific performance by court order, to cause the Corporation to comply with its obligations 
under the Continuing Disclosure Agreement. 



EVENTS OF DEFAULT AND REhfEDIES OF OWNERS 

Section 7.01. Events of Defa&. The following events shall be considered 
Events of Default with respect to the Bonds: 

(A) default in the due and punctual payment of the principal amount or 
redemption price of any Bond when and as the same shall become due and payable, whether 
at maturity as therein expressed or by proceedings for redemption, by declaration or 
othuwise; 

(B) default in the due and punctual payment of any installment of interest 
on any Bond when and as such interest installment shall becsine due and payab!e; or 

(C) default by the Corporation in observance of any of the covenants, 
agreements or conditions on its part contained in this Indenture or in the Bonds (other than in 
clauses (A) or (B) above), if such default shall have continued for a period of 60 days after 
written notice thereof, specifying such default and requiring the same to be remedied, shall 
have been given to the Corporation by the Trustee, or to the Corporation and the Trustee by 
the Owners of not less than a majority in aggregate principal amount of the Bonds at the time 
Outstanding. 

Notwithstanding the foregoing, failure by the Corporation or the Trustee to 
comply with the Continuing Disclosure Agreement shall not constitute an Event of Default 
hereunder or a breach of fiduciary duty or default by the Trustee. 

Section 7.02. Acceleration of Maturity. If an Event of Default under Section 
7.01(A) or (B) shall occur with respect to the Bonds, then, and in each and every such case 
during the continuance of such Event of Default, the Trustee may, or upon an Event of 
Default under Section 7.01(A) or (B) the written direction of not less than a majority in 
aggregate principal amount of the Bonds at the time Outstanding or upon an Event of Default 
under Section 7.01(C) the written d i i o n  of the Owners of not less than 100% in aggregate 
principal amount of the Bonds shall, upon notice in writing to the Corporation, declare the 
principal of all the Bonds then Outstanding, and the interest accrued thereon, to be due and 
payable immediitely, and upon any such declaration the same shall become and shall be 
immediately due and payable, anything in this Indenture or in the Bonds contained to the 
contrary notwithstanding. 

Any such declaration, however, is subject to the condition that if, at any time 
after such declaration and before any judgment or decree for the payment of the moneys due 
shall have been obtained or entered, the Corporation shall deposit, or cause to be deposited, 
with the Trustee a sum sufficient to pay the principal amount or redemption price of and 
installments of interest on the Bonds payment of which is overdue, with interest on such 
overdue principal at the late borne by the Bonds, and the reasonable charges and expenses of 



the Trustee, and any and all other defaults known to the Trustee (other than in the payment 
of principal amount or redemption price of and interest on the Bonds due and payable solely 
by reason of such declaration) shall have been made good or cured to the satisfaction of the 
Trustee or provision deemed by the Trustee to be adequate shall have been made therefor, 
then, and in every such case, the Owners of not less than a majority in aggregate principal 
amount of the Bonds then Outstanding, by written notice to the Corporation and to the 
Trustee, may, on behalf of the Owners of all the Bonds rescind and annul such declaration 
and its conzequences and waive such default; but no such rescission and annulment shall 
extend to or shall affect any subsequent default, or shall impair or exhaust any right or 
power consequent thereon. 

Section 7.03. &lication of Revenues and Other Funds After Default. If an 
Event of Default described in Section 7.01(A) or (B) with respect to the Bonds shall occur 
and be continuing, all Revenues and any other amounts then held or thereafter received by 
the Trustee under any of the provisions of this Indenture (exclusive of any Rebate Amount 
and subject to Section 11.10) shall be applied by the Trustee, at the direction of the Owners 
o f  a majority in aggregate principal amount of the Bonds then Outstanding, as follows and in 
the following order of priority: 

(A) Notwithstanding any other provision of the Indenture limiting the 
Trustee's fees, to the payment of any expenses necessary in the sole subjective opinion of the 
Trustee to protect the interests of the Owners of the Bonds and payment of reasonable fees, 
charges and expenses of the Tlustee (including reasonable fees and disbursements of its 
counsel and of the Corporation), incurred in and about the performance of its powers and 
duties under this Indenture; 

(B) To the payment of the principal amount or redemption price of and 
interest then due on the Bonds (upon presentation and surrender of the Bonds to be paid) 
subject to the provisions of this Indenture (including Section 7.M), unless the principal 
amount and redemption price of all the Bonds shall have become or have been declared due 
and payable, as follows: 

m: To the payment to the Persons entitled thento of all installments of 
interest then due in the order of the maturity of such installments, and if the amount available 
shall not be sufficient to pay in full any installinent or installments maturing on the same 
date, then to the payment thereof tatably, according to the amounts due thereon, to the 
Persons entitled thereto, without any discrimination or preference; and 

M: To the payment to the Persons entitled thereto of the unpaid princijd 
amount or redemption price of the Bonds which shall have become due, whether at maturity 
or by call for redemption, in the order of their due dates, with interest on the overdue 
principal at the rate borne by the Bonds, and, if the amount available shall not be sufficient 
to pay in full all the Bonds due on any date, together with such interest, then to the payment 
thereof ratably, according to the principal amount or redemption price due on such date to 
the Persons entitled thereto, without any discrimination or preference. 



(C) If the principal amount or redemption price of all the Bonds shall have 
become or have been d e c M  due and payable, to the payment of the principal and interest 
then due and unpaid upon the Bonds, with interest on the overdue principal at the rate borne 
by the Bonds, and, if the amount available shall not be sufficient to pay in full the whole 
amount so due and unpaid, then to the payment thereof ratably, without preference or 
priority of principal over interest, or of interest over principal, or of any installment of 
interest over any other installment of interest, or of any Bond over any other Bond, 
according to the amounts due respectively for principal and interest to the Persons entitled 
thereto without any discrimination or preference. 

The payment of amounts required to be made to the United States in 
accordance with Sections 5.06 and 6.08 shall continue even if an Event of Default shall have 
occurred and be continuing. 

Section 7.04. Trustee to Reuresent Own=. The Trustee is herehy 
irrevocably appointed (and the successive respective Owners of the Bonds, by taking and 
holding the same, shall be conclusively deemed to have so appointed the Trustee) as trustee 
and true and lawful attorney-in-fact of the Owners of the Bonds for the pulpose of exercising 
and prosecuting on their behalf such rights and remedies as may be available to surh Owners 
under the provisions of the Bonds, thi; Indenture, the applicable Agreement, the Act and 
auulicable ~rovisions of anv other law. Umn the occurrence and continuance of any Event - - 
of ~efault  br other occasion giving rise to-a right in the Trustee to represent the owners, the 
Trustee in its discretion may, and upon the written request of the Owners of not less than 
25 56 in aggregate principal amount of the Bonds then Outstanding, and upon being 
indemnified to its satisfaction therefor, shall, proceed to protect or enforce its right?. or the 
rights of such Owners by such appropriate suit, action, mandamus or other pmceedings as it 
shall deem most effectual to protect and enforce any such right, at law or in equity, either 
for the specific performance of any covenant or agreement contained herein, or in aid of the 
execution of any power herein granted, or for the enforcement of any other appropriate legal 
or equitable right or remedy vested in the Trustee or in such Owners under this Indenture, 
the Act or any other law; and upon instituting such preceding, the Trustee shall be entitled, 
as a matter of right to the appointment of a receiver of the Revenues and other assets pledged 
to receive the Bonds under this Indenture, pending such proceedings. AU rights of action 
under this Indenture or the Bonds or otherwise may be prosecuted and enforced by the 
Trustee without the possession of any of such Bbnds or the production thereof in any 
proceedings relating thereto, and any such suit, action or proceeding instituted by the Trustee 
shall be brought in the name of the Trustee for the benefit and protection of all the Owners 
of Bonds subject to the provisions of this Indenture. 

Section 7.05. Qwners' Direction of Proceedina. Anything in this Indenture 
to the contrary notwithstanding, the Owners of a majority in aggregate principal amount of 
the Bonds then Outstanding shall have the right, by an instrument or concummt inshumen8 
in writing executed and delivered to the Trustee, to dim3 the method of conducting al l  
remedial proceedings taken by the Trustee hereunder with respect to the Bonds, provided that 
such direction shall not be otherwise than in accordance with law and the provisions of this 
Indenture, and that the Trustee shall have the right to decline to follow any such direction 



which in the opinion of counsel rendered to the Trustee would be unjustly prejudicial to 
Owners of Bonds not @es to such direction. 

Section 7.06. Limitation on Owners' Right to Sue. No Owner of any Bond 
shall have the right to institute any suit, action or proceeding at law or in equity, for the 
protection or enforcement of any right or remedy under this Indenture, the Act or any other 
applicable law with respect to such Bond, unless (A) such Owner shall have given to the 
Trustee wiiften notice of the occumce of an Event of Default; (B) the Owners of not less 
than 25 96 in aggregate principal amount of the Bonds then Outstanding shall have made 
written request upon the Trustee to exercise the powers hereinbefore granted or to institute 
such suit, action or proceeding in its own name; (C) such Owner or said Owners shall have 
tendered to the Trustee reasonable indemnity against the costs, expenses and liabilities to be 
incurred in compliance with such request; and @) the Trustee shall have refused or omitted 
to comply with such request for a period of 60 days after such written request shall have 
been received by, and said tender of indemnity shall have bepn made to, the Trustee. 

Such notification, request, tender of indemnity and refusal or omission are 
hereby declared, in every case, to be conditions precedent to the exercise by any Owner of 
Bonds of any remedy hereunder or undcr law; it being understood and intended that no one 
or more Owners of Bonds shall have any right in any manner whatever by his or their action 
to affect, disturb or prejudice the security of this Indenture or the rights of any other Owners 
of Bonds, or to enforce any right under this Indenture, the Act or other applicable law with 
respect to the Bonds, except in the manner herein provided, and that all proceedings at law 
or in equity to enforce any such right shall be instituted, had and maintained in the manner 
herein provided and for the benefit and proteaion of all Owners of the Outstanding Bonds, 
subject to the provisions of this Indenture. 

Section 7.07. Absolute Oblieation of Cornration. Nothing in this Indenture, 
or in the Bonds, contained shall affect or impair the obligation of the Corporation, which is 
absolute and unconditional, to pay the principal amount or redemption price of and interest 
on the Bonds to the respective Owners of the Bonds at their dates of maturity, or upon call 
for redemption, as herein provided, but only out of the Revenues and other assets herein 
pledged to the Bonds, or affect or impair the right of such Owners, which is also absolute 
and unconditional, to enforce such payment from such sources by virtue of the contract 
embodied in the Bonds. 

Section 7.08. Termination of P r o d i s .  In case any proceedings taken by 
the Trustee or any one or more Owners of Bonds on account of any Event of Default shall 
have been discontinued or abandoned for any reason or shall have been -ed adversely 
to the Trustee or such Owners, then in every such case the Corporation, the Trustee and such 
Owners, subject to any determination in such proceedings, shall be restored to their former 
positions and rights hereunder, severally and respectively, and all rights, remedies, powers 
and duties of the Corporation, the Trustee and such Owners shall continue as though no such 
proceedings had been taken. 



Section 7.09. &medies Not F x c l u h .  No remedy herein c o n f e d  upon or 
mewed to the Trustee or to the Owners of the Bonds is intended to be exclusive of any 
other remedy or remedies, and each and every such remedy, to the extent permined by law, 
shall be cumulative and in addition to any other remedy given hereunder or now or hereafter 
existing at law or in equity or otherwise. 

Section 7.10. P o  Waiver of Default. No delay or omission of the Trustee or 
of any Owner of the Bonds to exercise any right or power arising upon the occurrence of any 
Event of Default with respect to such Bonds shall impair any such right or power or shall be 
construed to be a waiver of any such default or an acquiescence therein, and every power 
and remedy given by this Indenture to the Trustee or to the Owners of the Bonds may be 
exercised from time to time and as often as may be deemed expedient. 

ARTICLE VIII 

THE TRUSTEE 

Section 8.01 Duties. Immunities and Liabilities of Trustee. 

(A) The Trustee shall, prior to an Event of Default with respect to the 
Bonds, and after the curing of any such Event of Default which may have occurred, perfonn 
such duties and only such duties as are specifically and eqxessly set forth in this Indenture, 
and no implied covenants, duties or obligations whatsoever shall be read into this Indenture 
or any other agreement relating hereto against the Trustee. The Trustee shall, during the 
existence of any Event of Default (which has not been cured or waived), exercise such of the 
rights and powers vested in it by this Indenture, and use the same degree of care and skill in 
their exercise, as a prudent person would exercise or use under the circumstances in the 
conduct of such person's own affairs. 

The Corporation agrees, to the extent permitted by law and solely to the extent 
of amounts available to be paid to the Corporation as Program Expenses, to indemnify and 
save the Trustee and its officers, directors, employees, attorneys and agents for, and to hold 
it harmless from and against, any losses, liabilities or expenses incurred d i g  out of or in 
connection with (i) the acceptance or administration of the trusts imposed by the Indenture, 
including performance of its duties hereunder,. including the costs and expenses of defending 
itself against any claims or liabiity in connection with the exercise or perfonnance of any of 
its powers or duties hereunder and the carrying out of any of the transactions contemplated 
by the Program; (ii) any breach or default on the part of the Corporation in the performance 
of any of its obligations under this Indenture and any other agreement made and entered into 
for purposes of the Program; (iii) any act of negligence of the Corporation or any of its 
agents, contractors, servants, employees or licensees with re- to the Program; (iv) the 
exercise and performance by the Trustee or the Remaiketing Agent of their powers and 
duties hereunder or any related documents; (v) any untrue statanent of any material fact or 
omission to state a material fact necessary to make the statements made, in light of the 
circumstances under which they were made, not misleading in any official statement or other 
disclosure document or any other document utilized by the Copration or under its authority 



in wnnection with the sale of the Bonds or the funding of the Program; or (vi) any liability 
imposed against Trustee by any statute, code, order, d m ,  rule, decision or other law with 
respect to the natural environment arising out of the Program. The Corporation's obligations 
hereunder with respect to indemnity of the Trustee and the provision for its compensation set 
forth in this Article shall survive and remain valid and binding notwithstanding the maturity 
and payment of the Bonds or the resignation, or removal of the Trustee. 

) The Corporation may remove the Trustee at any time upon thirty (30) 
days' written notice unless an Event of Default shall have occurred and then be continuing. 
The Corporation shall remove the Trustee if at any time requested to do so by an instrument 
or concurrent instruments in writing signed by the Owners of not less than a majority in 
aggregate principal amount of the Bonds then Outstanding (or their attorneys duly authorized 
in writing) or if at any time the Trustee shall cease to be eligible in accordance with 
subsection Q of this Section, or shall become incapable of acting, or shall be adjudged a 
bankrupt or insolvent, or a receiver of the Trustee or its propxty shall be appointed, or any 
public officer shall take control or charge of the Trustee or of its property or affairs for the 
purpose of rehab'ilitation, conservation or liquidation: in each case by giving written notice of 
such removal to the Trustee and the Corporation shall appoint a successor Trustee by an 
instrument in writing provided, however, that any such successor trustee shall be zceptable 
to the Rating Agency. 

(C) The Trustee may at any time resign by giving written notice of such 
resignation to the Corporation sent by fmt-class mail, but such resignation shall not be 
effective until the successor Trustee shall have been appointed and has accepted such 
appointment as herein provided. Upon receiving such notice of resignation, the Corporation 
shall promptly appoint a successor Trustee by an instrument in writing provided, however, 
that any such successor trustee shall be acceptable to the Rating Agency. 

@) Any removal or resignation of the Trustee and appointment of a 
successor Trustee shall become effective upon acceptance of appointment by the successor 
Trustee. Promptly upon such acceptance, the Corporation shall give written notice thereof to 
the Owners and the Rating Agency. If no successor Trustee shall have been appointed and 
have accepted appointment within 30 days of giving notice of removal or notice of 
resignation as aforesaid, the resigning Trustee or any Owner (on behalf of himself and all 
other Owners) may petition any court of competent jurisdiction for the appointment of a 
successor Trustee, and such court may thereupon, after such notice (if any) as it may deem 
proper, appoint such successor Trustee. Any successor Trustee appointed under this 
Indenture shall signify its acxptance of such appointment by executing and delivering to the 
Corporation and to its predecessor Trustee a written acceptance thereof, and thereupon such 
successor Trustee, without any further act, deed or conveyance, shall become vested with all 
the moneys, estates, prope~ties, rights, powers, trum, duties and obligations of such 
predecessor Trustee, with like effect as if originally named Trustee herein; but, nevertheless 
at the request of the Corporation or the request of the successor Trustee, such predecessor 
Trustee shall execute and deliver any and all instruments of conveyance or further assurance 
and do such other things as may reasonably be required for more fully and certainly vesting 
in and confiming to such successor Trustee all the right, title and interest of such 



predecessor T ~ s t e e  in and to any propcrcy held by it under this Indenture and shall pay over, 
traasfer, assign and deliver to the successor Trustee any money or other property subject to 
the trusts and conditions herein set forth. Upon request of the successor Trustee, the 
Corporation shall execute and deliver any and all instruments as may be reasonably required 
for more fully and certainly vesting in and c o n f i i g  to such successor Trustee all such 
moneys, estates, properties, rights, powers, trusts, duties and obligations. 

(Z) Any Trustee appointed under the provisions of this Section in 
succession to the Trustee shall be a trust company, national banking association or bank 
having the powers of a trust company and having either ms t  assets of at least $500,000,000 
or a combined capital and surplus of at least $50,000,000 and subject to supervision or 
examination by federal or state authority. If such bank, national banking association or trust 
company publishes a report of condition at least annually, pursuant to law or to the 
requirements of any supervising or examining authority above referred to, then for the 
purpose of this Section the combined capital and surplus of ~uch  bank, national banking 
association or trust company shall be deemed to be its combined capital and surplus as set 
forth in its most recent report of condition so published. In case at any time the successor 
Trustee shall cease to be eligible in accordance with the provisions of this subsection (E), 
such Trustee shall resign immediately in the manner and with the effect specified in this 
Section. 

(F) Any company into which the Trustee may be merged or converted or 
with which it may be consolidated or any company resulting from any merger, conversion or 
consolidation to which it shall be a party or any company to which the Trustee may sell or 
transfer all or substantially all its corporate trust business, provided such company shall be 
eligible under subsection Q of this Section, shall be the successor to such Trustee without 
the execution or filing of any paper or any further act, anything herein to the contrary 
notwithstanding. 

(G) No provision of this Indenture shall require the Trustee to expend or 
risk its own funds or otherwise incur any liability in the performance of any of its duties 
hereunder or in the exercise of any of its rights or powers unless the Owners have offered to 
the Trustee security and indemnity, which the Trustee in its sole subjective discretion deems 
adequate, for such costs, expenses and liabilities that the Trustee may incur. The Trustee 
shall be entitled to interest on all amounts advanced by it hereunder in its discretion at the 
rate of prime plus one percent. 

The Trustee shall not be required to take notice or be deemed to have 
taken notice hemnder of any event which would constitute an Event of Default or an Event 
of Default hereunder or under the Agnement, except as required under Seaions 7.01 (A) 
and (B) or by actual notice of such event or Event of Default unless the Trustee shall be 
specifically notified in writing by the Corporation or by the Owners of not less than 25% of 
the principal amount of the Bonds. 

Section 8.02. -. The Corporation shall cause the Trustee to be 
paid reasonable compensation for all s e ~ c e s  rendered under this Indenture together with all 



reasonable expenses, charges, fees of counsel, accountants and consultants and other 
disbursements, including those of its attorneys, agents and employees, incurred in good faith 
in and about the pedomance of its powers and duties under this Indenture, which fees and 
expenses shall not exceed, except as provided in Section 7.03(A), the amount provided for as 
Progmm Expenses. 

. .. Section 8.03. ~nbll l tv of Trustee. in accepting the hereby created, the 

Trustee acts solely as trustee for the Owners and not in its individual capacity and the recitals 
of facts herein and in the Bonds contained shall be taken as statements of the Corporation, 
and the Trustee assumes no responsibity for the correctness of the same, and makes no 
representations as to the validity or sufficiency of this Indenture, any other agreement 
relating hereto or the Bonds or in respect of the security afforded by this Indenture for the 
Bonds, and shall incur no responsibility or liability whatsoever in respect thereof or with 
respect to the issuance of Bonds for value or the application of the proceeds thereof or the 
application of any moneys paid to the Corporation, other in connection with the duties 
or obligations herein or in the Bonds assigned to or imposed upon it. The Trustee shall, 
however, be responsible for its representations contained in its certificate of authentication on 
the Bonds. The Trustee shall not be liable in connection with the performance of its duties 
hereunder except for its own negligence or willful misconduct. The Trustee may k a m e  the 
owner of Bonds and be a Lender with the same rights it would have if it were not Trustee 
and, to the extent permitted by law, may act as depositary for and permit any of their 
officers or directors to act as a member of, or in any other capacity with respect to, any 
committee formed to protect the rights of Owners or Holders, whether or not such committee 
shall represent the Owners of a majority in principal amount of the Bonds then Outstanding. 

The Trustee shall not be-liable for any action taken by it in good faith and 
believed by it to be authorized or within the discretion or rights or powers conferred upon it 
by this Indenture. 

Section 8.04. Right of Trustee to Relv on Documents. The Trustee shall be 
absolutely protected in acting upon any notice, resolution, request, requisition, consent, 
order, certificate, report, opinion, bond or other paper or document believed by it to be 
genuine and to have been signed or presented by the proper party or parties. The Txustee 
may consult with its counsel with regard to legal questions, and the opinion of such counsel 
shall be full and complete authorization and phtection in respect of any action taken or 
suffered by it hereunder and in accordance therewith. 

Whenever in the administration of the trusts imposed upon it by this Indenture 
the Trustee shall deem it necessary or desirable that a matter be proved or established prior 
to taking or suffering any action hereunder, such matter (unless other evidence in respect 
thereof be herein specifically prescribed) may be deemed to be conclusively proved and 
established by a Certif~cate of the Corporation, and such Certificate shall be full warranty to 
the Trustee for any action taken or suffered in good faith under the provisions of this 
Indenture in reliance upon such Certiticate, but in its discretion the Trustee may, in lieu 
thereof, accept other evidence of such matter or may require such additional evidence as the 



Trustee deems reasonable, but no duty of the Trustee shall arise hereunder as a result of such 
inquiry. 

Section 8.05. Preservation and Ins~ection of Documents. All documents 
received by the Trustee under the provisions of this Indenture with respect to the Bonds shall 
be retained in its possession and shall be subject at all reasonable times to the inspection of 
the Corporation, the Rating Agency and the Owners of at least 10% of the aggregate 
principal amount of the Bonds then Outstanding or by agents or repssentations thereof duly 
authorized, and their agents and representatives duly authorized in writing, during regular 
business hours and under reasonable conditions. 

The Trustee shall not be under any obligation or duty to perform any act 
which would in its sole subjective opinion involve it in any expense or liability or to institute 
or defend any suit in respect of the Bonds, or to advance any of its own moneys, unless 
indemnified to its sole subjective satisfaction against the costs, expenses and liabilities which 
may be incurred thereby. The Trustee shall not be personally liable with respect to (i) an 
ermr of judgment made in good faith by a responsible officer of the Trustee unless it shal! be 
proved that the Trustee was negligent in ascertaining the pertinent facts, or (ii) any action 
taken, suffered or omitted to be taken by it in good faith, in accordance with the directions 
of Owners of not less that 25% in principal amount of the Bonds then Outstmding relating to 
the time, method and place of conducting any proceeding for any remedy available to the 
Trustee or exercising any trust or power c o n f e d  upon the Trustee under this Indenture. 
The immunities, exemptions and indemnifications from liability of the Trustee under this 
Indenture shall extend to its d i i o r s ,  officers, employees and agents. Whenever this 
Indenture provides that the Trustee shall take any action, including the giving of any notice, 
or refrain from taking any action upon the happening or continuation of a specified event or 
upon the fuIfhent  of any condition or upon the request of the Owners, the Trustee shall 
have no liability for failure to take such action or for failure to refrain from taking such 
action, unless and until the responsible officer of the Trustee at the Trustee's principal 
corporate trust office has actual knowledge of such event or continuation thereof or the 
f u I f i e n t  of such condition or shall have received such request. Responsible officer means, 
in the case of the Trustee, the Chairman or Vice Chahnan of the Executive Committee of 
the Board of Dmtors, the President, the Secretary, the Treasurer, any Trust Officer, any 
Executive or Senior Vice President or any Vice President or other officer in the Corpomte 
Trust Department of the Trustee. 

Except as otherwise expressly provided herein, the Trustee shall not be bound 
to ascertain or inquire as to the performance or observance of any of the terms, conditions, 
covenants or agreements herein or of any of the documents executed in connection with the 
Bonds, or as to the existence of a default or Event of Default hereunder or thereunder. The 
Trustee shall not be responsible for the validity or effectiveness of any collateral given to or 
held by it. The Trustee shall not be responsible for the m r d i i g  or filing of any document 
relating to this Indenture or of financing statements (or continuation statements in connection 
therewith) or of any supplemental instruments or documents of further assurance as may be 
required by law in order to perfect the security interests in any collateral given to or held by 
it. 



Section 8.06. w e l d  in Trua. Money held by the Trustee in trust 
hereunder need not be segregated from other funds except to the extent required by law. 
The Trustee shall be under no liability for interest on any money received by it hereunder 
except as otherwise provided in this Indenture. 

MODIFICATION OR AMENDMENT OF THE INDENTURE 

Section 9.01. Amendments Permitted. 

(A) This Indenture and the rights and obligations of the Corporafon and of 
the Owners of the Bonds and of the Trustee may be modified or amended at any time by a 
Supplemental Indenture which shall become effective when the written consent of the Owners 
of a majority in aggregate principal amount of the Bonds thm Outstanding shall have been 
filed with the Trustee. No such modification or amendment shall (I) extend the stated 
maturity of any Bond, or reduce the amount or principal thereof, or reduce the rate of 
interest thereon, or extend the time of payment of interest thereof without the consent of the 
Owner of such Bond, or @) without the consent of the Owners of all the Bonds then 
Outstanding (1) reduce the aforesaid percentage of Bonds the consent of the Owners of which 
is required to effect any such modification or amendment, or (2) permit the creation of any 
lien on the Revenues and other assets pledged under this Indenture to the Bonds prior to the 
lien created by this Indenture, or deprive the Owners of the Bonds of the lien created by this 
Indenture upon such Revenues and other assets (except as expressly provided in this 
Indenture), or (3) authorize the sale or other disposition of the Mortgage-Backed Securities 
after their acquisition for an amount less than an amount sufficient, together with other 
amounts then held under this Indenture and available for the payment of principal of and 
interest on the Bonds, to provide for the payment of all Outstanding Bonds pursuant to 
Article X. It shall not be necessary for the consent of the Owners of the Bonds to approve 
the particular form of any Supplemental Indenture; it shall be sufficient if such consent shall 
approve the substance thereof. Promptly after the execution by the Corporation and the 
Trustee of any Supplemental Indenture pursuant to this Subsection (A), the Tmstee shall mail 
a notice to each Owner setting forth in gened terms the substance of such Supplemental 
Indenture. Any failure to give such notice, or any defect therein, shall not, however, in any 
way impair or affect the validity of such Supplemental Indenture. 

(B) This Indenture and the rights and obligations of the Corporation and of 
the Owners of the Bonds may also be modified or amended at any time by a Supplemental 
Indenture, which shall become effective upon execution (or such later date as may be 
specified in such Supplemental Indenture) by the Corporation and the Trustee, without the 
consent of any Owners of the Bonds, but only to the extent permitted by law and only for 
any one or more of the following purposes: 

(1) to add to the covenants and a p m e n t s  of the Corporation in this 
Indenture other covenants and agreements thereafter to be observed, to pledge or 



assign additional security for the Bonds, or to surrender any right or power herein 
reserved to or confemd upon the Corporation; 

(2) to make such provisions for the purpose of curing any ambiguity, 
inconsistency or omission, or of curing or correcting any defective provision, 
contained in this Indenture, or in regard to any matter or question arising under or in 
any matters relating to this Indenture, as the Corpoxation may deem necessary or 
desiable, and which shall not materially adversely affect the interests of the Owners; 

(3) to modify, amend or supplement this Indenture in such manner as to 
permit the qualifhtion hereof under the Trust Indenture Act of 1939, as amended, or 
any similar federal statute hereafter in effect, and to add such other terms, conditions 
and provisions as may be permitted by said act or similar federal statute, and which 
shall not materially adversely affect the interests of the Owners of the Bonds; 

(4) to modify, amend or supplement this Indenture in such manner as in the 
opinion of nationally recognized bond counsel shall be necessary to preserve the 
exclusion of interest on any 1997 Series A Bond or 1997 Series B Bond from federal 
gross income and which shall not materially adversely affect the interests of the 
Owner of any Bond; 

(5) to maintain a rating on the Bonds from a Rating Agency or obtain an 
investment rating on the Bonds from a national rating agency; or 

(6) to provide for the Conversion or Remarketing of 1997 Series B Bonds 
pursuant to Article III and to provide for the terns of such Bonds following 
Conversion or Remarketing, subject to the conditions and in compliance with the 
procedures set forth in Article III. 

(C) In connection with the execution and delivery of a Supplemental 
Indenture, the Trustee shall receive an opinion of Bond Counsel to the effect that the 
Supplemental Indenture is authorized under the Act and by proper action of the Corporation 
and that execution and delivery of the Supplemental Indenture will not adversely affect the 
exclusion of interest on any 1997 Series A Bond or 1997 Series B Bond from gross income 
for Federal income tax purposes. 

@) The Trustee shall notify the Rating Agency upon entering into any 
Supplemental Indenture. 

Section 9.02. Effect of Su~vlemental Ind-. From and after the time any 
Supplemental Indenture becomes effective pursuant to this Article, this Indenture shall be 
deemed to be modified and amended in accordance therewith, and the respective rights, 
duties and obligations under this Indenture of the Corporation, the Trustee and all Owners of 
Bonds Outstanding shall thereafter be determined, exercised and enforced hereunder subject 
in all respects to such modification and amendment, and all the terms and conditions of any 
such Supplemental Indenture shall be deemed to be part of the terms and conditions of this 



Indenture for any and all purposes. All Supplemental Indentures shall be filed with the 
Rating Agency. 

Section 9.03. Endorsement of Bonds: Preoaration of New Bonds. Bonds 
delivered after any Supplemental Indenture becomes effective pursuant to this Article may, 
and if the Trustee so determines shall, bear a notation by endorsement or otherwise in form 
approved by the Corporation and the Trustee as to any modiflation or amendment provided 
for in suck Supplemental Indenture, and, in that case, upon demand of the Owner of any 
Bond Outstanding at such effective date and presentation of his Bond for the purpose at the 
principal corporate trust office of the Trustee or at such additional offices as the Trustee may 
select and designate for that purpose, a suitable notation shall be made on such Bond. If the 
Corporation or the Trustee shall so determine, new Bonds so modified as to conform, in the 
opinion of the Corporation and the Trustee, to any modification or amendment contained in 
such Supplemental Indenture, shall be prepared and executed by the Corporation and 
authenticated by the Trustee, and upon demand of the Owners of any Bonds then Outstanding 
shall be exchanged at the designated corporate trust office of the Trustee, without cost to any 
Owner, for Bonds then Outstanding, upon surrender for cancellation of such Bonds in e q u i  
aggregate principal amounts of the same maturity. 

Section 9.04. Amendment of Particular Bonds. The provisions of this Article 
shall not prevent any Owner from accepting any amendment as to the particular Bonds held 
by him, provided that due notation thereof is made on such Bonds. 

ARTICLE X 

DEFEASANCE 

Section 10.01. Discharee of Indentu~. If the Corporation shall pay and 
discharge the entire indebtedness on all Outstanding Bonds in any one or more of the 
following ways: 

(A) by paying or causing to be paid the principal amount or redemption 
price of and interest on the Bonds Outstanding, as and when the same become due and 
payable; 

@) by depositing, in trust, at or before maturity, money or securities in the 
necessary amount (as provided in Section 10.03) to pay or redeem all Outstanding Bonds; or 

(C) by delivering to the Trustee, for cancellation by it, all of the 
Outstanding Bonds; 

and if the Corporation shall also pay or cause to, be paid all other sums payable hereunder 
by the Corporation (including Trustee's fees) with respect to the Bonds, them and in that 
case, at the election of the Corporation (evidenced by a Certificate of the Corporation, filed 
with the Trustee, signifying the intention of the Corporation to discharge all such 



indebtedness), and notwithstanding that any Bonds shall not have been sumndered for 
payment, the pledge of Revenues and other assets made under this Indenture and all 
covenants, agreements and other obligations of the Corporation under this Indenture with 
respect to the Bonds shall cease, terminate, become void and be completely discharged and 
satisfied. In such event, upon request of the Corporation, the Trustee shall (i) cause an 
accounting for such period or periods with respect to the Bonds as shall be requested by the 
Corporation to be preparcd and filed with the Corporation, and (i) execute and deliver to the 
Corpordtict all such instruments as may be necessary or desirable to evidence such discharge 
and satisfaction of the Bonds. The diicharge of the obligations of the Corporation under this 
Indenture with respect to the Bonds shall be without prejudice to the rights of the Trustee to 
charge for and be reimbursed by the Corporation for any expenditures which it may 
thereafter incur in connection with such diiharge. 

The Trustee shall notify the Rating Agency of the discharge of the Indenture 
pursuant to this Section 10.01. 

Section 10.02. Pischaree of Liabiiitv on Bona. Upon the deposit with 
the Trustee, in trust, at or before maturity, of money or securities in the necessary amount 
(as provided in Section 10.03) to pay or redeem any Outstanding Bond (whether i lyn  or 
prior to its maturity or the redemption date of such Bond), provided that, if such Bond is to 
be redeemed prior to maturity, notice of such redemption shall have been given as in Article 
IV provided or provision satisfactory to the Trustee shall have been made for the giving of 
such notice, then all liability of the Corporation in respect of such Bond shall cease, 
terminate and be completely discharged, and the Owner thereof shall thereafter be entitled 
only to payment from such money or securities deposited with the Trustee as aforesaid for 
their payment, subject, however, to the provisions of Section 10.04. 

The Corporation may at any time surrender to the Trustee for cancellation by 
it any Bonds previously issued and delivered which the Corporation may have acquired in 
any manner whatsoever, and such Bonds, upon such surrender and cancellation, shall be 
deemed to be paid and r e W .  

Section 10.03. sit of Monev or Securities with -. Whenever 
in this Indenture it is provided or permitted that there be deposited with or held in Vust by 
the Trustee money or securities in the necessary amount to pay or redeem any Bonds, the 
money or securities so to be deposited or held may include money or securities held by the 
Trustee in the Funds established pursuant to this Indenture (exclusive of the Program Fund 
and the Rebate Fund to the extent of the Rebate Amount) and shall be: 

(A) lawful money of the United States of America in an amount equal to 
the principal amount of such Bonds and al l  unpaid interest thenon to maturity, except that, 
in the case of Bonds which are to be redeemed prior to maturity and in respect of which 
notice of such redemption shall have been given as in hticle IV provided or provision 
satisfactory to the Trustee shall have been made for the giving of such notice, the amount to 
be deposited or held shall be the redemption price of such Bonds and all unpaid interest 
thereon to the redemption date; or 



(B) noncallable Investment Securities described in clause (l)(i) of the 
definition thereof in Section 1.01 and which are not redeemable in advance of their maturity 
at the option of the issuer thereof or any other Person (other than the holder thereof) the 
principal of and interest on which when due will provide money sufficient to pay the 
principal amount or redemption price of and all unpaid interest to maturity, or to the 
redemption date, as the case may be, on the Bonds to be paid or redeemed, as such principal 
amount or redemption price and interest become due; provided that, in the case of Bonds 
which are to be redeemed prior to the maturity thereof, notice of such redemption shall have 
been given as in Article IV provided or provision satisfactory to the Trustee shall have been 
made for the giving of such notice; provided further that, in each case, that the Trustee shall 
have been irrevocably instructed (by the terms of this Indenture or by request of the 
Corporation) to apply such money to the payment of such principal amount or redemption 
price and interest with respect to such Bonds; provided further that in each case, that the 
Trustee shall have been irrevocably inst~ucted (by the terms of this Indenture or by request 
of the Issuer) to apply such money to the payment of such principal amount or redemption 
price and interest with respect to such Bonds; provided further that any such advance deposit 
shall be accompanied by a report of certified public accountant verifying the mathematical 
computations of the adequacy of the maturing principal and interest on the escrowed 
securities and uninvested cash in the escrow account to pay, when due, the principal and 
interest on the Bonds. 

The Trustee shall notify the Rating Agency of the defeasance of any Bonds 
pursuant to this Section 10.03. 

Section 10.04. Pavment of Bonds After Dischame of Indentux. 
Notwithstanding any provisions of this Indenture, any moneys held by the Trustee in trust for 
the payment of the principal amount or redemption price of, or interest on, any Bonds and 
remaining unclaimed for two years after such payment has become due and payable shall, 
upon request of the Corporation and subject to the unclaimed property laws of the Territory, 
be repaid to the Corporation free from the trusts created by this Indenture, and all liability of 
the Trustee with respect to such moneys shall thereupon cease, provided, however, that 
before the repayment of such moneys to the Corporation as aforesaid, the Trustee, may (at 
the cost of the Corporation) first publish at least once in a m e  Wall Street Journd, The New 
York Times, or The Bond Buvet a notice, in such form as may be deemed appropriate by 
the Trustee, with respect to the Bonds so payable and not presented and with respect to the 
provisions relating to the repayment to the Corporation of the moneys held for the payment 
thereof. 

ARTICLE XI 

MISCELLANEOUS 

Section 11.01. Liabilitv of Cowration Limited to Revenues. 
Notwithstanding anything in this Indenture or in the Bonds to the contrary, the Corporation 
shall not be required to advance any moneys derived from any source other than the 



Revenues and other assets pledged under this Indentun for any of the purposes in this 
Indenture mentioned, whether for the payment of the principal amount or ndemption price of 
or interest on the Bonds or for any other purpose of this Indenture. Nevertheless, the 
Corporation may, but shall not be required to, advance for any of the purposes hereof any 
funds of the Corporation which may be made available to it for such purposes. 

Section 11.02. m r  is Deemed Included in AU References to 
Predecessor. Whenever in this hdenture either the Corporation or the Trustee is named or 
referred to, such reference shall be deemed to include the successors or assigns thereof, and 
all the covenants and agreements in this Indenture contained by or on behalf of the 
Corporation or the Trustee shall bind and inure to the benefit of the respective successors and 
assigns thereof whether so expressed or not. 

Section 11.03. mitation of Riohts to Parties and Owne~.  Nothing in 
this Indenture or in the Bonds expressed or implied is intended or shall be construed to give 
to any Person other than the Corporation, the Trustee and the Owners of the Bonds, any 
legal or equitable right, remedy or claim under or in respect of this Indenture or any 
covenant, condition or provision therein or herein contained; and all such covenants, 
conditions and provisions are and shall be held to be for the sole and exclusive benefit of the 
Corporation, the Trustee and the Owners of the Bonds. 

Section 11.04. Waiver of Notics. Whenever in this Indenture the giving 
of notice by mail or otherwise is required, the giving of such notice may be waived in 
writing by the Person entitled to receive such notice and in any such case the giving or 
receipt of such notice shall not be a condition p d e n t  to the validity of any action taken in 
reliance upon such waiver. 

Section 11.05. Destruction of Bonds. Whenever in this Indenture 
provision is made for the cancellation by the Trustee and the delivery to the Corporation of 
any Bonds, the Trustee may, upon request of the Corporation, in lieu of such cancellation 
and delivery, destroy such Bonds (in the presence of an officer of the Corporation, if the 
Corporation shall so require), and deliver a cerwcate of such destruction to the Corporation. 

Section 11.06. Swerabll~tv of Inval . . 
id Provisions. If any one or more of 

the provisions contained in this Indenture or ~ the Bonds shall for any reason be held to be 
invalid, illegal or unenforceable in any respect, then such provision or provisions shall be 
deemed severable from the remaining provisions contained in this Indenture and such 
invalidity, illegality or unenfolceab'ity shall not affect any other provision of this Indenture, 
and this Indenture shall be construed as if such invalid or illegal or unenforceable provision 
had never been contained he&. The Corporation hereby deckam that it would have 
entered into this Indenture and each and every section, paragraph, sentence, clause or phrase 
hereof and authorized the issuance of the Bonds pursuant thereon imspective of the fact that 
any one or more sections, paragraphs, sentences, clauses or phrases of this Indenture may be 
held illegal, invalid or unenforceable. 



Section 11.07. m. Any notice, request, wmplaint, demand, 
wmmunication or other paper shall be sufficiently given and shall be deemed given when 
delivered or mailed by fm class mail, postage prepaid, or sent by facsimile with automatic 
answer-back capability, addressed to the appropriate Notice Address. The Corpomtion, the 
Trustee and each Lender may, by notice given hereunder designate any further or different 
addresses to which subsequent notices, certificates or other communications shall be sent. 

In addition to any notice required to be given pursuant to this Indenture, the 
Trustee shall provide the Rating Agency with any information regarding the Program, the 
Mortgage-Backed Securities and the Bonds that the Rating Agency may reasonably request. 

Section 11.08. Evidence of Riohts of Ownen. Any request, Consent or 
other instrument required or permitted by this Indenture to be signed end executed by 
Ownen of the Bonds may be in any number of concurrent inst~uments of substantially 
similar tenor and shall be signed or executed by such O w n e ~  of the Bonds in person or by 
an agent or agents duly appointed in writing. Proof of the execution of any such request, 
consent or other instrument or of a writing appointing any such agent shall be sufficient fcr 
any purpose of this Indenture and shall be conclusive in favor of the Trustee and of the 
Corporation if made in the manner provided in this Section. 

The fact and date of the execution by any person of any such request, consent 
or other instrument or writing may be proved by the certificate of any notary public or other 
officer of any jurisdiction, authorized by the laws thereof to take acknowledgments of deeds, 
certifying that the person signing such request, consent or other instrument acknowledged to 
him the execution thereof, or by an &davit of a witness of such execution duly sworn to 
before such notary public or other officer. 

Any request, consent, or other instrument or writing of the Owner of any 
Bond shall b i d  every future Owner of the same Bond and of every Bond issued upon 
transfer thereof, in exchange therefor or in lieu thereof, in respect of anything done or 
suffered to be done by the Trustee or the Corporation in accordance therewith or reliance 
thereon. 

Section 11.09. Disaualified Bonds. In determining whether the Owners 
of the requisite aggregate principal amount of Bonds have concurred in any demand, request, 
d i i o n ,  consent or waiver under this Indenture, Bonds which are owned or held by 
or for the acwunt of the Corporation, or by any other obligor on the Bonds, or by any Person 
d i i t i y  or indixectly conmlling or controlled by, or under direct or indirect common control 
with, the Coqmation or any other obligor on the Bonds, shall be disregarded and deemed not to 
be Outstanding for the purpose of any such determination. Bonds so owned which have been 
pledged in good faith may be regarded as Outstanding for the purposes of this Section if, the 
pledge shall establish to the satisfaction of the Trustee the pledgee's right to vote such Bonds and 
that the pledgee is not a Pemn directly or i n d i i y  controlling or controlled by, or under direct 
or indirect common control with, the Corporation or any other obligor on the Bonds. In case of 
a dispute as to such right, any decision by the Trustee taken upon the advice of counsel shall be 
full protection to the Trustee. 



Section ' ' .lo. wonev for m k -  Y&J&. The money held by the 
Trustee for the paymeh.. ~f the interest, prin* amountor t-zmption price due on any date 
with respect to particular Bonds (or portions of Bonds in the case of Bonds redeemed in part 
only) shall, on and after such date and pending such payment, be set aside on its books and held 
in trust by it for the Owners of the Bonds entitled thereto without liability for interest, subject, 
however, to the provisions of Section 10.04. 

Section 11.11. &&. Any Fund required by this Indenture to be 
estabiished and maintained by the Trustu with nspect to the Bonds may be established and 
maintained in the accounting records of the Trustee as a Fund and may, for the purposes of such 
records, any audits thenof and any reports or statements with respect thereto, be mated as such 
a Fund; but all such records with respect to all such Funds shall at all times be maintained in 
accordance with generally accepted corporate trust practice, and with due regard for the 
requirements of Section 6.06 and for the protection of the security of the Bonds and the rights of 
every Owner thereof. 

Section 11.12. Waiver of Personal Liabi!ity. No officer, agent or employee 
of the Corporation, the Trustee or the Tender Agent shall be individually or personally liable for 
the payment of the principal amount or redemption price of or interest on the Bonds; but sothing 
herein contained shall relieve any such officer, agent or employee from the performance of any 
official duty provided by law. 

Section 11.13. Execution in Several Countemarts. The Indenture may be 
executed in any number of counterparts and each of such countexparts shall for all purposes be 
deemed to be an original, and all such counterparts, or as many of them as the Corporation and 
the Trustee shall preserve undestroyed, shall together constitute but one and the same instrument. 

Section 11.14. Pavments Other Than on a Business Day. Any payments 
required to be made or any other action required to be taken pursuant to this Indenture which are 
otherwise required to be taken on a day which is not a Business Day, shall be made or taken on 
the next succeeding day which is a Busiiess Day. 



IN WiTNESS WHEREOF, the Guam Housing Corporation has caused this 
Indenture to be signed in its name by its Exa:utive Dinctor and the Trustee in token of its 
acceptance of the trusts created hereunder, has caused this Indenture to be signed in its 
corporate name by its duly authorized officer, as of the day and year fmt above written. 

GUAM HOUSING CORPORATION 

By: 
Title: 

[NAME OF TRUSTEE], as Trustee 

Authorized Signatory 



FORM OF 1997 SERIES A BOND] 

GUAM HOUSING CORPORATION 
SINGLE FAMILY MORTGAGE REVENLTE BONDS 

(GUARANTEED MORTGAGE-BACKED SEWRITES PROGRAM) 
a :  1997 SERIES A 

REGISTERED OWNER: 

PRINCIPAL AMOUNT: 

NUMBER: BOND DATE: MATURITY DATE: INTEREST RATE: C U S P  
R- 

Guam Housing Corporation (the "Corporation"), a duly constituted bondy 
corporate, organized and existing under the laws of the Temtory of Guam (the "Tenitory"), 
including Chapter 4 of Title 12 of the Guam Code Annotated (the "Act"), for value 
received, pmmises to pay (but only out of the revenues and other assets pledged therefor) to 
the Registered Owner identified above, or registered assigns, on the Maturity Date specified 
above (subject to any right of prior redemption as set forth in the Indenture dated as of 
- 1, 1997 (the "Indenture") by and between the Corporation and [Name of Trustee], as 
trustee), the Principal Amount specified above and to pay interest thereon, solely fmm said 
revenues and assets, from the Interest Payment Date (as hereinafter defmed) next preceding 
the date of registration of this Bond unless this Bond is registered on or before the fifit 
Interest Payment Date, in which event it shall bear interest fmm - 1, 1997, until 
payment of such Principal Amount shall be discharged as pmvided in the Indenture, at the 
Interest Rate set forth above, payable each - 1 and 1, commencing 

1, 1997 (each an "Interest Payment Date"). 

THE BONDS ARE LJMITED OBIJGATIONS OF THE CORPORATION 
AND ARE NOT A LTEN OR CHARGE UPON THE FUNDS OR PROPERTY OF THE 
CORPORATION, EXCEPT TO THE EXTENT OF THE PLEDGE AND ASSIGNMENT 
SET FORTH IN TRE INDENTURE AND IN THE BONDS. THE BONDS DO NOT 
(2OIWIITUTE AN INDEBTEDNESS OR A LOAN OF CREDIT OF THE GOVERNMENT 
OF GUAM OR THE UNITED STATES OF AMERICA, WITRIN THE MEANING OF 
ANY ORGANIC ACT OF GUAM OR STATUTORY DEBT LIMITATION PROVISIONS. - THE FATM AND CREDlT NOR THE TAXING POWER OF THE 
GOVERNMENT OF GUAM IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF 
OR INTEREST ON THE BONDS. THE CORPORATION HAS NO TAXING POWER. 



TEE BONDS ARE NOT A DEBT OF THE GOVERNMENT OF GUAM, AND THE 
GOVERNMENT OF GUAM IS NOT LIABLE FOR THE PAYMENT THEREOF. 

Principal hereof is payable to the Owner hereof or its transferees on 
presentation at the principal corporate uust office of the Trustee. Interest hereon is payable 
by check or d& of the Trustee mailed to the person in whose name the Bonds are registered 
on the registration books of the Trustee on the Record Date with respect to each Interest 
Payment Date; provided, however, that payment of such interest shall be made by wire 
transfer to any Owner of any Bonds in an aggregate principal amount of at least $1,000,000, 
if such Owner shall have requested in writing payment by such method and shall have 
provided the Trustee with an account number and other necessary information for such 
purposes at least 15 days before the applicable Interest Payment Date. The principal of and 
interest on the Bonds are payable in lawful money of the United States of America which, at 
the time of payment, is legal tender for the payment of public and private debts. 

This Bond is one of a duly authorized issue of Bonds issued under, secured by 
and entitled to the protection of the Indenture. Reference is hereby made to the Indenture for 
a description of the rights, duties and obligations of the Corporation, the Trustee and the 
owners of the Bonds and the terms and conditions upon which the Bonds will be deemed to 
be paid, at or prior to the Maturity Date or redemption of the Bonds, upon the making of 
provision for the payment thereof in the manner set forth in the Indenture. 

This Bond is subject to redemption in accordance with the terms set forth in 
the Indenture. 

The registration of this &nd is transferable by the Owner hereof or by its 
attorney duly authorized in writing at the designated corporate w s t  office of the Trustee but 
only in the manner, subject to the limitations and upon payment of the charges provided in 
the Indenture. 

The Corporation and the Trustee may deem and treat the person in whose 
name this Bond is registered as the absolute owner hereof (whether or not this Bond shall be 
overdue) for the purpose of receiving payment of or on account of principal hereof and 
interest due hereon and for a l l  other purposes and neither the Corpoxation nor the Trustee 
shall be affected by any notice to the contmry 

The Bonds are issuabie in the form of fully registered Bonds without coupons 
in the denomination of $5,000 or any integral multiple thereof. The Trustee shall not be 
r e q u a  to register the transfer of or exchange any Bond during the three days next 
preceding any date established by the Trustee for the selection of Bonds for redemption nor 
to register the transfer of or exchange any Bonds selected or called for redemption in whole 
or in part. 

The owner of this Bond shall have no right to enforce the provisions of the 
Indenture or to institute action to enforce the covenants therein, or to take any action with 



respect to any event of default under the Indentun, or to institute, appear in or defend any 
suit or other proceeding with respect t h e m ,  except as provided in the Indenture. 

The Indenture permits, with certain exceptions as therein provided, the 
amendment thereof and the modification of the rights and obligations of the Corporation and 
the rights of the owners of the Bonds at any time by the Corporation with consent of the 
owners of a majority in aggregate principal amount of the Bonds. Any such consent or 
waiver by the owner of this Bond shall be conclusive and binding upon such owner and upon 
all future owners of this Bond and of any Bond issued upon registration of the transfer of or 
exchange of this Bond, whether or not notation of such consent or waiver is made upon this 
Bond. The Indenture also contains provisions permitting the Trustee to waive certain past 
defaults under the Indenture and their consequences. 

It is hereby certified, recited and declared that any and all conditions, things 
and acts required to exist, to have happened and to have beer, performed precedent to and in 
the issuance of this Bond do exist, have happened and have been performed in due time, 
form and manner as required by the Act, and by the Organic Act and laws of the Territory 
of Guam, and that the principal amount of the Bonds, together with all other indebtedness of 
the Corporation, does not exceed any limit prescribed by the Act, or by the organic Act or 
laws of the Territory of Guam, and is not in excess of the amount of Bonds permitted to be 
issued under the Indenture. 

This Bond shall not be entitled to any benefit under the Indenture or become 
valid or obligatory for any purpose, until the certificate of authentication hereon shall have 
been dated and signed by the Trustee. 



IN WIRJESS WHEREOF, the Corporation has caused this Bond to be 
executed in its name and on its behalf by the manual or facsimile signature of Executive 
Director and anested by the manual or facsimile signature of its & i t  Secretary. 

GUAM HOUSING CORPORATION 

By: 

Anest: 

Assistant Secretary 

Date of Authentication: 

This Bond is one of the Bonds of the issue described in the Indentun 
described herein. 

[NAME OF TRUSTEE], as Trustee 

By: 
Authorized Signatory 



FOR VALUE RW3ElVED, the undersigned sells, assigns and transfers unto 
the within Bond, and does hereby irrevocably constitute and appoint 
, attorney, to tmnsfer said Bond on the registration books of the 

Trustee with full power of substitution in the premises. 

. . 
DATED: 

Signature Guaranteed by: 

Note: Signature(s) must be -teed by 
an eligible guarantor institution. 

By: 
Title: 



FORM OF 1997 SERIES B BOND] 

GUAM HOUSING CORPORATION 
SINGLE FAMILY MORTGAGE REVENUE BONDS 

(GUARANTEED MORTGAGE-BACKED SECURITIES PROGRAM) 
1997 SERIES B 

PRINCIPAL AMOUNT: 

INlTIAL 
NUMBER. BOND DATE: MATURlTY DATE: INTEREST RATE: CUSIP: 
R- 

Guam Housing Corporation (the "Co~poration"), a duly constituted body 
corporate, organized and existing under the laws of the Territory of Guam (the "Territory"), 
including Chapter 4 of Title 12 of the Guam Code Annotated (the "Act"), for value received, 
promises to pay (but only out of the revenues and other assets pledged therefor) to the 
Registered Owner identified above, or registered assigns, on the Maturity Date specif~ed 
above (subject to any right of prior redemption as set forth in the Indenture dated as of 
- 1, 1997 (the "Indenture") by and between the Corporation and the m e  of Trustee], 
as trustee), the Principal Amount specified above and to pay interest thereon, solely from 
said revenues and assets, from the Interest Payment Date (as hereinafter defined) next 
preceding the date of registration of this Bond unless this Bond is registered on or before the 
first Interest Payment Date, in which event it shall bear interest from the Bond Date above 
until payment of such Principal Amount shall be discharged as provided in the Indenture 
payable on 1, 1997 and on any subsequent mandatory tender date established 
under the Indenture (each a "Mandatory Tender Date") and on each - 1 and 
1, commencing on the fm - 1 or 1 foliowing the final Mandatory Tender 
Date (each an "Interest Payment Date"). To but not including 1, 1997, this 
Bond shall bear interest at the Initial Interest Rate set forth above. Commencing on 

1, 1997, this Bond shall bear interest at a rate determined in accordance with the 
Indenture. 

THE BONDS ARE LlMITED OBLIGATIONS OF THE CORPORATION 
AND ARE NOT A L.IEN OR CHARGE UPON THE FUNDS OR PROPERTY OF THE 
CORWRATION, EXCEPT TO THE EXTENT OF THE PLEDGE AND ASSIGNMENT 
SET FORTH IN THE INDENTURE AND IN THE BONDS. THE BONDS DO NOT 
CONSTITUTE AN INDEBTEDNESS OR A LOAN OF CREDIT OF TEE GOVERNMENT 
OF GUAM OR THE UNITED STATES OF AMERICA, WlTHIN TEE MEANING OF 



ANY O R G M C  ACT OF GUAM OR STATUTORY DEBT L h a A T I O N  PROVISIONS. 
NElTHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE 
GOVERNMENT OF GUAM IS PLEDGED TO THE PAYMENT OF THE PRIIKl'PAL OF 
OR JNIZREST ON THE BONDS. THE CORPORAnON HAS NO TAXING POWER. 
THE BONDS ARE NOT A DEBT OF THE GOVERNMENT OF GUAM, AND THE 
GOVERNMENT OF GUAM IS NOT LIABLE FOR THE PA= THEREOF. 

Principal hereof is payable to the Owner henof or its transferees on 
presentation at the principal corporate trust office of the Trustee. Interest hereon is payable 
by check or draft of the Trustee mailed to the person in whose name the Bonds are registered 
on the reghmtion books of the Trustee on the Record Date with respect to each Interest 
Payment Date; provided, however, that payment of such interest shall be made by wire 
transfer to any Owner of any Bonds in an aggregate principal amount of at least $1,000,000, 
if such Owner shall have requested in writing payment by such method and shall have 
provided the Trustee with an account number and other necersary information for such 
purposes at least 15 days before the applicable Interest Payment Date. The principal of and 
interest on the Bonds are payable in lawful money of the United States of America which, at 
the time of payment, is legal tender for the payment of public and private debts. 

This Bond is one of a duly authorized issue of Bonds issued under, secured by 
and entitled to the protection of the Indenture. Reference is hereby made to the Indenture for 
a description of the rights, duties and obligations of the Corporation, the Trustee and the 
owners of the Bonds and the terms and conditions upon which the Bonds wiU be deemed to 
be paid, at or prior to the Maturity Date or redemption of the Bonds, upon the making of 
provision for the payment thereof in the manner set forth in the Indenture. 

This Bond is subject to mandatory tender for purchase or redemption on each 
Mandatory Tender Date and to redemption on other dates in accordance with the terms set 
forth in the Indenture. 

The registration of this Bond is transferable by the Owner hereof or by its 
attorney duly authorized in writing at the designated corporate trust office of the Trustee but 
only in the manner, subject to the limitations and upon payment of the charges provided in 
the Indenture. 

The Co~poration and the Trustee may deem and treat the person in whose 
name this Bond is registered as the absolute owner hereof (whether or not this Bond shall be 
overdue) for the purpose of receiving payment of or on account of principal hereof and 
interest due hereon and for all other purposes and neither the Corporation nor the Trustee 
shall be affected by any notice to the contrary. 

The Bonds are issuable in the fonn of fully registered Bonds without coupons 
in the denomination of $5,000 or any integral multiple thereof. The T ~ s t e e  shall not be 
required to register the transfer of or exchange any Bond during the three days next 
preceding any date established by the Trustee for the selection of Bonds for redemption nor 



to register the transfer of or exchange any Bonds selected or called for redemption in whole 
or in part. 

The owner of this Bond shall have no right to enforce the provisions of the 
Indenture or to institute action to enforce the covenants therein, or to take any action with 
respect to any event of default under the Indenture, or to institute, appear in or defend any 
suit or other proceeding with respect thereto, except as provided in the Indenture. 

The Indenture permits, with certain exceptions as thereh provided, the 
amendment thereof and the modification of the rights and obligations of the Corporation and 
the rights of the owners of the Bonds at any time by the Corporation with consent of the 
owners of a majority in aggregate principal amount of the Bonds. Any such consent or 
waiver by the owner of this Bond shall be conclusive and binding upon such owner and upon 
all future owners of this Bond and of any Bond issued upon repismtion of the m s f e r  of or 
exchange of this Bond, whether or not notation of such consent or waiver is made upon this 
Bond. The Indenture also contains provisions permitting the Trustee to waive certain past 
defaults under the Indenture and their consequences. 

It is hereby certified, recited and deckand that any and all conditio~s, things 
and acts required to exist, to have happened and to have been performed precedent to and in 
the issuance of this Bond do exist, have happened and have been performed in due time, 
form and manner as required by the Act, and by the Organic Act and laws of the Territory 
of Guam, and that the principal amount of the Bonds, together with all other indebtedness of 
the Corporation, does not exceed any limit prescribed by the Act, or by the Organic Act or 
laws of the Territory of Guam, and is not in excess of the amount of Bonds permitted to be 
issued under the Indenture. 

This Bond shall not be entitled to any benefit under the Indenture or become 
valid or obligatory for any purpose, until the ceficate of authentication hereon shall have 
been dated and signed by the Trustee. 



IN WITNESS WHEREOF, the Corporation has caused this Bond to be 
executed in its name and on its behalf by the manual or facsimile Signature of Executive 
Director and attested by the manual or facsimile signature of its Assistant Secretary. 

GUAM HOUSING C O R P O M O N  

By: 

Attest: 

Assistant Secretary 

Date of Authentication: 

This Bond is one of the Bonds of the issue described in the Indenture 
described herein. 

[NAME OF TRUSTEE], as Trustee 

By: 
Authorized Signatory 



FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto 
the within Bond, and does hereby irrevocably constitute and appoint 
, attorney, to transfer said Bond on the regisuation books of the 

Trustee with full power of substitution in the premises. 

DATED: 

Signature Guaranteed by: 

Note: Signature(s) must be guaanteed by 
an eligible guarantor institution. 
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The Honorable Speaker Antonio R. Unpingco 
24th Guam Legislature 
155 Hesler Street 
Agana, Guam 96910 

Dear Mr. Speaker: 

The Committee on Finance and Taxation now leports its findings on Bill No. 
149, An Act to Amend 54104, subsection (a) of 54104, Subsection (m) 54104, 
54105, 54106 and 54214, to Add a New 54103.5 and 54106.1, and Add a New 
Article 6, All to Title 12, Guam Code Annotated, and to Approve the Terms and 
Conditions of the Issuance of Up to $g3,888,888 $50,000,000 of Revenue Bonds 
of the Guam Housing Corporation, and to Amend Sections 4,6,7,8,10 and 13 of 
P.L. 20-225, Relative to the Lada Estates Affordable Housing Project, to the full 
Legislature with the recommendation TO DO PASS. 

Votes of the committee members are as follows: 

To Pass -S 

Not To Pass - 
Inactive File - 
Abstained 2 

Off-Island 1 - 
Not Available - 

Copies of the Committee Report and all pertinent documents are attached for 
your information. /' 

Attachments 

155 Hesler St. Agana, Guam 96910 Tel: 472-3557/58/80 Fax: 472-3562 EMall: bnyb1az@kuentos.guamnet 

- 



COMMITTEE ON FINANCE & TAXATION PUBLIC HEARING 
BILL NO. 149 (GOV'S REQ) 

APRIL 2,1997 
TAPE 1 

AN ACT TO AMEND $41 01, SUBSECTION (a) OF $4104, SUBSECTION (m) OF $4104, $4105, $41 06, AND 
84214, TO ADD A NEW $4103.5, SUBSECTION (n) OF $4104 AND $4106.1, AND ADD A NEW ARTICLE 6, 
ALL TO TITLE 12, GUAM CODE ANNOTATED, AND TO APPROVE THE TERMS AND CONDITIONS OF 
THE ISSUANCE OF UP TO $63,000,000 OF REVENUE BONDS OF THE GUAM HOUSING CORPORATION, 
AND TO AMEND SECTIONS 4,7, 8, 10, AND 13 OF P.L. 2-225, RELATIVE TO THE LADA ESTATES 
AFFORDABLE HOUSING PROJECT. 

(senator blaz) Good morning, everyone and welcome to the Committee on Finance & Taxation's public hearing on Bill 
No. 149 which is an act to amend sections 4104, etc., etc., relative to the Lada Estates affordable housing project. At 
this time, I'd like to introduce all of the members and other senators who have come to participate in today's hearing, 
on my left is Dr. Lany Kasperbauer, Senator Francis Santos, Senator Tom Ada, Senator Lou Leon Guerrero, Senator 
Eddie CNZ on my right, Senator John Salas, Senator Tony Lamorena and Senator Frank Aguon. We'd like to welcome 
all of you today and thank you for your participation. At this time, I'd l i e  to ask Mr. James Sablan, I guess, he would 
open it up for testimony and Miss Mary Guerrero a ~ d  also Mr. Ed Untalan who will be makir,g z presentation, and a 
brief presentation, right primo? OK. Just identify yourself, yourself for the record 

Cjames sablan) Thank you, first of all before I read my testimony, I'd like to thank the Vice Speaker for taking the 

- 

initiative in moving forward with this Bill 149. We did entertain this in the 23d Guam Legislature and because of the 
time constraint that it did not materialize and I'd like to thank him for expeditiously moving this bill forward. Mr. 
Chairman, members of the committee, Hafa Adai, my name is James G. Sablan, President of Guam Housing 
Corporation. On behalf of the Board of Directors of the corporation, we are submitting our testimony in support of Bill 
149 an act to approve the terms and conditions of Guam Housing Corporation's single family mortgage revenue bond. 
The mission of the corporation is to create and preserve sustainable communities through innovative financing and 
development by promoting private investment, and affordable housing programs for the people of Guam. Guam 
Housing Corporation has expressed a need to make funds available to satisfy the acute demand for low and moderate 
incomehousing on Guam. While the corporation wishes to make mortgage-loans available for a variety of properties 
on Guam, Guam Housing Corporation's intention is to also develop and expand the housing stock on the island through - 
the construction of the ~ a d a  Estates affordable housing as mandated in public Law 20-225.-~fter careful analysis with 
GEDA and Guam Housing Corporation, we have concluded that the most cost effective way to make mortgage funds 
available for the present housing stock and to provide the financing mechanism for the Lada Estates housing project is 
to issue a tax exempt single family bond issue. The bond issue is not only affordable to the borrower but also very 
attractive to the private lending institution as they will be participants in the origination and servicing of these loans. 
The bonds will be structured to assist the low and moderate income families that are first time home owners. The 
dwelling units must be owner occupied and mortgaged as principal place of residence. We anticipate the bond to be 
rated Triple A by Standard and Poors or Moody's thus providing a blue market interest rate to the consumer. The 
characteristics of the loan is a h r t y  (30) year level payment first lien fixed rate mortgages. The mortgager will be 
required to provide a five (5) percent down payment to purchase or construct a new home. All these parameters make 
this financing program very affordable. In the 1980s, an average of about seven hundred (700) new units were added 
annually to Guam's housing stock. From the years 1990 through 1993, an average of eight hundred and fifty (850) 
were built annually. In 1994, the number of units dropped to seven thirty nine (739) and in 1995, the number of units is 
six hundred and four (604) and in 1996, the number dropped even lower to five seventy five (575). The drastic 
reduction in the number of new homes built on Guam can be attributed to the growing costs of houses. The median 



value of housing on Guam grew by an unbelievable hundred and twenty seven percent (127%) from fifty seven 
thousand six hundred ($57,600) in 1980 to a hundred and thirty thousand five hundred ($130,500) in 1990. In 1995, it 
skyrocketed to up to a hundred and seventy nine thousand five hundred dollars ($179,500). In 1993, the urban institute 
conducted a study on Guam's housing needs and concluded that Guam was home to an estimated thirty six thousand six 
and fifty eight (36,658) households. The projection for 1998 is forty two thousand eight hundred sixty four (42, 864) 
households an increase of three percent growth per year. Of these, forty six percent or sixteen thousand eight hundred 
and sixty thousand (1 6,860) own their own homes, the remaining fifty four percent or nineteen thousand seven ninety 
eight (19,798) households were in the rental market excluding the very low income class of five thousand one hundred 
fifty nine (5,159) this meant that over fourteen thousand were potential homeowners. T h ~ s  tendency to rent homes on 
Guam is not necessarily an indication of people unwilling to buy homes, it is an indication that they are unable to do so. 
Homeownership on Guam will be higher in demand if it were made more affordable. Increase home ownershp on 
Guam will have countless benefits. Home ownership generates benefits for both the individual and the island as a 
whole. The numerous benefits of homeownership have wide and far ranging effects. As mentioned earlier, 
homeownership will lead to financial security, increase personal pride, improve communities on Guam, and most 
importantly foster economic growth. The window of opportunity is fast a,~proaching, present interest rates are very 
attractive and the down payment is much more affordable to low and moderate income families. The majority of bond 
proceeds will be used primarily for the Lada Estates housing project and the remaining funds to the other government 
sponsored projects such as the Land for the Landless program and more recently is the Chamorro Land Trust residents. 
or families are eligible under that program. The issxince, in closing, the passing of this legislaticn would, not only, 
benefit the low or moderate income families and the private lending institutions, it would also provide job opportunities 
for the people of Guam. The issuance of the single family mortgage revenue bond can materialize only with your 
support and we humbly ask for your favorable consideration in helping our local families realizing their dream for 
homeownership. Thank you. 

(senator blaz) Ed. 

(ed untalan) Good moming, Mr. Chairman, good moming, Mr. Chairman, members of the Committee on Finance and 
Taxation, ladies and gentlemen for the record, my name is Ed Untalan and I'm the Acting Administrator for the Guam 
Economic Development Authority. On the behalf of the Authority and it's Board of Directors, I would like to thank 
you for allowing me the opportunity to testify on Bill 149. Attached with my testimony is a copy of GEDA and Guam 
Housing's presentation which provides a brief overview of the program and the issuance process at the conclusion of 
my testimony. As GEDA's enabling statute direct agency to be the primary catalyst in the economic development of 
Guam, we are obligated to provide the island leaders with our comments on potential impact of the proposed legislation 
that it may have in fulfilling it's charter mission. As the government central financial?- we're obligated to assist 
in the creation of a supply of money available to housing, finance construction and for mortgage financing. With the 
passage of Bill 149, we begin to accomplish these goals. Bill 149 provides a mechanism that accomplishes five major 
affordable housing objectives: the creation of a supply of money that will be used for mortgage financing at lower than 
conventional rates, the construction of four hundred affordable single family homes earmarked at low and moderate 
income families, the complete implementation of the Lada Law to accommodate low income households specifically 
those who cannot afford to own a home, the reintroduction of private mortgage insurance back into the temtory and 
with the existing structure that we will present to you today, the elimination of risks associated with interest rates and 
non origination calls. The housing study, completed in 1993, disclosed a shortage of approximately six to seven 
thousand homes. That's for nearly a year and a half and as Mr. Sablan had mentioned, GEDA and Guam Housing have 
been working closely in designing the issue that will begin to address this shortage. The original structure was a 
standard mortgage revenue issue where it was insured by FHA and wrapped with a Jennie May guarantee. This 
structure normally gives the rating agencies enough securities to grant these issues a Triple A rating. GEDA strongly 
supports the legislative findings of the bill as it will allow the Guam Housing Corporation the flexibility it needs to 



proceed with financing mortgage loan programs that isn't able, by law, to do. Members of the committee, I think that 
you'll agree that there is a demand for affordable housing, passage of this bill will help implement a lower cost of 
financing program for a gap group family household which finds it difficult to obtain financing, the low to moderate 
income group. GEDA finther feels that through the of the issuance of mortgage revenue bonds, everyone participatins 
will benefit, the participants include the homeowner who will be able to acquire a house with low interest financing. 
localizing lending institutions who by the way will be the only ones who can originate mortgages under this program, 
receives origination fees and closing costs and the construction sector of the economy who will see a demand for their 
services when the Lada Affordable Housing projects get started. The mortgage revenue bonds will not contribute to the 
government of Guam's general obligation debt that is the bonds will have an identified repayment source namely the 
principal interest payments that homeowners will make to their lender. Thus, the MRBs will not be dependent on the 
full faith and credit of the government of Guam like most general obligation debt is. Their use would be more similar 
to the GPA and GAA bond issues a few years ago. However, like these two previous revenue bond issues, MRBs have 
unique features all their own such as mortgage insurance provisions and mortgage pass through features. In conclusion, 
GEDA feels that the benefits of the issuance as well as the financing program outweigh the costs. I think we all agree 
that there is a demand for affordable housing for our people. Passage of this bill will help make it become a reality, 
therefore, we support and urge you to support the passage of this bill. If I can ,(muffled). . .. What we tried to do is try to 
PIIL together a bit of a presentation to try to simplify the bond issuance process and to try to explain who a d  what is 
involved with this whole deal. So, what we have initially first is an overview of what we're going to present, we will 
explain who the financing teams members are, we will go through a brief of the Guam housing market and the 
challenges to homeownership and the Guam's homeownership ratios and of course, barriers to homeownership. We'll 
also identify the mortgage revenue bond target market, give a brief description of the Lada Estates project and then 
we'll go into the most important part, which I think, everybody will agree is what is the benefit of this issuance and 
what is this bond issuance process all about. We'll then give you an example of the estimated monthly payments and 
closing costs and show you a differential between this bond issue or financing with this bond issue and financing 
without this bond issue. Then we'll give a brief description of the cost of the issuance and it's breakdown. If you do 
have the handout, I don't know if we have to have some prepared for you, there are a number of people involved in this 
entire project. GEDA will be facilitating the bond issue, Guam Housing would be administrating the housing and 
insurance program and the reviewing for SEMAC, the applications as they are submitted by the lending institutions for 
private mortgage insurance. The financial advisor is Alex Brown, Incorporated and they will be advising GEDA and 
Guam Housing on the credit and bond structures as well ensuring competitive pricing during closing. The Underwriter 
is Smith-Barney and of course they'll be structuring and selling the bond issues accessing both the retail institutional 
investors who sell the bonds at the lowest possible rates. 

(senator santos) Mr. Chairman, I have got a question. Mr. Untalan, this bond has not yet been issued? 

(mr. untalan) No, sir. 

(senator santos) Then how can Smith-Barney already get the Underwriting.. . . . . 

(rnr. untalan) It was bidded out two years ago, for an Underwriter and it went through the competitive process and it 
was awarded to Smith-Barney. 

(senator santos) Is there a possibility of rebidding it again and seeing if we can get a better rate or is this a done deal as 
a result of the hundred and fifteen million (1 15,000,000) bond that we did two years ago? 

(mr. untalan) It had nothing to do with the hundred and fifteen (1 15,000,000), it was a separate RFT that went out for 
this issue and it was awarded already to Smith-Barney so when we're talking about closing and pricing, that has yet to 



occur and the financial advisors will be reviewing the pricing mechanism and making sure that Smith-Barney is giving 
us the best prices available. 

(senator blaz) Ed, is this a negotiated issue or a competitive one? 

(mr. untalan) It's a negotiated issue. 

(senator santos) OK, going down then to the mortgage insurance, that SEMAC Company, are they licensed to do 
business on Guam? 

(mr. untalan) They're obtaining their license at this present time. 

(senator santos) OK. 

(mr. untalan) So anyhow we have bond counsel with which everyone is fmiliar with, Mr. Stan Dirks of Orick and 
Sutcliff Harrington and I believe everybody is familiar and I believe everybody is familiar with their role, creating bond 
documents and assuring all tax and bond covenants are met. The mortgage insurance, we initially had it with FHA but 
because what we wanted to do was we wanted to try to get as much lenders as possible involved and to try to issue the 
mortgages as fast as possible and we also wanted to try to reintroduce private mortgage insurance back onto the island, 
we decided that we could try to get a private mortgage insurer and SEMAC came out and said they wanted to try to do 
this as a pilot project and if this is successful, then they will work with all the local banks in setting up an arrangement 
to be permanently here. Mortgage securitization, we were looking at originally a Jennie Mae backed security, however, 
Freddie Mac has agreed to take the whole thmg instead and they'll be swapping the mortgages for a mortgage backed 
securities and providing the credit enhancement to get us the Triple A Rating that we'll need in the market. ...( muffled 
conversation). . ..I'm sorry? They've received a pass through at the time the lenders, it about forty five basis points. 
....( muffled conversation). . ..it's forty five basis points on the mortgage ... well, no they're not going to get paid, 
initially up front, they're going to get paid as the loan payments are received. And, I'll explain that as we go through it 
later, OK.. ...( muffled conversation). . .. . . They'll be getting paid and we'll give examples of what they're going to be 
getting, nothing's coming up front, everyhng will be paid as the lender or the individual home owners make their 
payments to the banks. SEMAC will be receiving a portion for the private mortgage insurance, etcetera. And, I have to 
also apologize, we wanted to try to get the Underwriter, the financial advisors and the bond counsels in town, however, 
they were, our Financial Advisors were in last week but because of the unfortunate death of, I believe, it was scheduled 
for last week Monday, we had to reschedule it and we couldn't get everybody back in here. But, I understand that 
there's also going to be a mark up or a committee to hold a,. . . . ...( muffled conversation). . ... right, that we can bring 
them in for further detailed questions if you like. The rating agencies, we'll be looking to Standard and Poor's and or 
Moodys depenhng upon the cost and we'll of course they'll be reviewing the legal and financial structure and 
assigning a bond rating to this issue. And the trustee which is yet to be determined will play a major role as they 
manage the cash flow and flow of funds pursuant to the bond indenture. This will be issuing an RFP once we get the 
support of the Legislature. Guam Housing's market based on the study about ninety six hundred (9600) island 
households meet the first time homeowner eligibility requirements, nearly three thousand (3000) of these households 
are currently seeking to purchase a new home. Over fifty percent of these households have an average annual income 
of about twenty ($20,000) to fifty thousand dollars ($50,000) and the island incomes are predicted to increase about 
seven point five percent (7.5%) annually through 1998. Please understand this study was done in 1993 and it has not 
been updated since. Households are expected to grow about three percent ((3%) annually through 1998 and the housing 
prices are expected to, of course, increase in line with income growth. In 1994, the Urban Land Institute conducted a 
study of the housing needs of Guam and determined that affordability of course is the biggest problem facing 
households on ~ u a m .  with twenty two percent (22%) or seventy nine hundred (7900) households paying excessive 



costs. An estimated twelve percent (12%) or forty three hundred (4300) of the Guam households live in housing that 
are severely physically inadequate and fourteen percent (14%) or five thousand (5000) are overcrowded. Very low 
income households, particularly, renters are the most likely to have an affordability problem. Eighty five percent (85%) 
of such households faced housing affordability problems in 1993. Guam's housing profile is characterized by the 
minority of owner occupied units to renter occupied dwelling units. In the United States, the current national average is 
around sixty five percent (65%) ownership versus thirty five percent (35%) renters, here we have the reverse, where 
forty six percent (46%) are owners towards fifty four percent (54%) of renters. Guam Housing and GEDA's goal is to 
increase the number of owner occupied residences which will benefit the homeowner by providing pride in 
homeownership to families, establish equity for the future and of course stimulate the island's economy. 

(senator ada) Mr. Chairman, can Mr. Untalan can you just clarify? Is all the data that you're presenting here based on a 
1993 study? 

(mr. untalan) They are. 

(senator ada) So, this is a 1993, facts here that we're looking at? 

(mr. untalan) Right, sir. 

(senator ada) When you put this together to present it in 1997, did it occur to you to try and, was there any effort made 
to update any of the information, for example, the average income was going to increase by about seven and a half 
percent (7 112%) a year up to 1998, you know, GovGuam employees for example have not had any pay raises in the 
past two years and it's probably the same thing out in the private sector so was there any attempt at all to update this 
thing? 

(mr. untalan) We wanted to try to do it, like a lot of the agencies we ran into funding problems and I believe Jim . . ... 

(senator ada) So you're comfortable then in coming in and asking for sixty three million dollars ($63,,000,000) 
issuance based on 1993 data? 

(rnr. untalan) I believe so particularly because of the housing shortages that we face and we also look at the, HUD also 
provides us with the average median income levels and those levels are still pretty moderately low and fall within the 
ratios that we are presenting here as well. I believe the average annual median income as presented by HUD for 1996 
was approximately forty two thousand dollars a year. .....( muffled dialogue) It's the low to low income which is 
ranging anywhere between twenty thousand to forty two thousand dollars a year. . . . . ....( muffled dialogue) Yes, sir, 
yes, sir. At the present time, there's not a viable supply of affordable housing on Guam, four primary obstacles: land, 
of course, is costly and limited, construction costs are very high, conventional financing and interest rates are 
significantly higher than normal, at least, under this conventional rates versus this mortgage revenue bond program, and 
insurance costs are high. To address the acute need for affordable housing, Guam Housing plans to, of course, issue 
this mortgage revenue bond to assist, with the assistance of local banks. . . . . . .(muffled dialogue) I'm sorry. It was a 
total of sixty three million dollars initially and what we felt was a, it was also linked with, not directly linked with the 
Lada construction, and it came out that the construction of Lada Estates was about, initial bid is forty five million 
dollars so what we wanted to do was give about maybe five to ten million dollars to finance other local bank programs 
or other individual home owners that may want to exist there. And what I wanted to do is go into it later, present how 
we're going to try to avoid non origination calls and interest rate risks. Because there were some problems that we had 
encountered back in the early 80s when we did the initial housing issue. . . .(muffled conversation). ... I think, it 
originally was, when we first was asked for it, they were asking for a sixty three million dollars assuming the cost 



.....( muffled dialogue) right. The sixty three million dollars, the proposed is we can issue up to sixty three but based on 
our analysis and what our need is for now we're looking at just fifty million dollars. . . ..(muffled dialogue) fifty, yes. 
sir, that's fine but, no, that's according to the federal statute you can borrow up to sixty three million dollars for the 
island, yes. ....( muffled dialogue) yes, ..... no, we can amend that to float only fifty million dollars ..... (muffled 
dialogue) we have an annual cap of about forty four million and what happened is that we had carried forward from 
the previous years that amounted to a total of sixty three million that he was asking for. .... (muffled dialogue) we have 
different breakdowns from cany forwards of the previous years some for water, power and housing. . . ...( muffled 
dialogue) 

(senator blaz) OK, ok. 

(senator santos) No, I thought, the reason why I'd bring this up, Mr. Chairman, is that in my conversations with these 
gentlemen they indicated that their funding source is going to be a private source bond, OK? Now, if you max out and 
authorize t h s  .. . . . . ...( muffled dialogue). 

(mr. untalan) OK, what happened was back in 1993, we had carried forward of about twenty two million dollars, 
there's a three year window of when you can use it, so, '93, '94, I'm sony 1994 we carried forward about twenty 
million, twenty two million dollars. In 1993, we carried forward about forty four million dollars which expired just last 
year. What we had asked the Governor to do was to carry forward last year's appropriation of fcity four million dollars 
and dedicate it to housing and leave this year's appropriations open. It could be used for the incinerary it could be used 
for any other private activity financing so we didn't want to try to lock it in. . . . . . . 

(senator blaz) OK, what we can do is for every part of your presentation I'll just allow the committee members to go 
ahead and ask questions. 

(mr. untalan) OK, the target market, of course, is the low to moderate income which is the maximum hundred and 
fifteen percent of the area median income, around forty five thousand dollars annual income. First time homeowners, 
they must be and the ~ r i n c i ~ a l  residence would have to be a primary principal residence and the bond proceeds would 
be available for housing all over on Guam not just specifically limited to Lada project itself. Now what we wanted to 
do was bring up Lada Estates because we wanted to say that none of the bond proceeds will be used for construction. 
When you presented the initial issue to the analysts, they asked us if there was any supply of housing available and we 
didn't have that readily available so when we had presented the four hundred homes to be constructed, they felt more 
comfortable, at least that they will have at least four hundred homes readily available and can be used for this project 
and they felt more comfortable allowing anywhere between five to ten million dollars for other f is t  time homeowners 
that may be existing or waiting for financing in the local banks. So we have the Lada Estates which is a turnkey project 
with four to five phases. The project consists of approximately four hundred homes sitting on forty six acres of land 
owned by Guam Housing. The land is appraised at about seven point five million and construction costs is expected to 
be around forty five to fifty million dollars. It was just, the last bids received which was, it came in at about forty two 
to forty three million dollars. Construction of Lada, again must be emphasized, will not be funded by this mortgage 
revenue bond. It's the mortgages that will be funded, in the purchase of these mortgages. The infrastructuring will be 
part of the development costs and the prices will roughly range between a hundred thousand to a hundred and forty five 
thousand dollars and the homeowner will purchase both the home and lot. The benefits of this issuance .....( muffled 
dialogue) ....y es, sir? The house we're looking at is fourteen hundred square feet and the house lot is, Mr. Cruz, can 
you answer that? .....( muffled dialogue) approximately five hundred square meters per lot. 

(senator ada) What's the infixstructure costing you? . . ...( muffled dialogue) 



(mr. untalan) The infrastructure, ..seven point two for the onsite infrastructure, three point five totaling about ten, ten 
plus. Ten million. . ...( muffled dialogue) And that's factored into the forty three already. 

(senator ada) Is Guam Housing going to be required to make any contribution to the like the waterworks authority 
because when you put up four when you stimulate the construction of let's say four hundred units it definitely is going 
to put pressure on the infkastructure of the water.. . . . . 

(rnr untalan) Yes, yes we have to put one water well which is going to cost about four hundred thousand 

(senator ada) One water well to support that? And that's the only contribution in kind that the Housing Corporation 
will have to make to Guam Waterworks because there's also sewer impact? 

(mr. untalan) Well, we're funding the entire infrastructure development so it's inclusive in the.. . . . .. 

(senator ada) The service w i t h  the estate but when you take it out of the estate, to then pump it down to the sewer 
treatment plant there may need to be some upgrades made so normally you know, there's contributions that have to be 
made to Guam Waterworks Authority. Sometimes, they assess it sometimes they don't. It's not consistcnt. 

(mr. cruz) Senator, in the law now I think Section 7 of Public Law 20225, stated that the govemTent shall be 
responsible for the offsite infiastructure and access road. And these will act to call the attention of this committee in 
the event that the government cannot provide the funding the law must be amended but you may include it on the cost 
of the project. 

Jsenator ada) If the government can afford it, if the government can afford it, what, in essence, it's going to mean is 
that everybody else living outside of Lada Estates will actually be subsidizing that development. .....( muffled 
conversation) . ..if the government of Guam is going to pick up the cost of that infrastructure. 

(mr untalan) That's correct, on the other hand, Senator we're trying to cut the cost down for this affordable housing as 
you know that . . ... 

(senator ada) Which means that you and I and everybody else who's not going to be living in Lada Estates is going to 
be subsidizing, further subsidizing . . . . . .. 

(mr. untalan) Well, I think it's a responsibility for the government of Guam to provide . . . . . . 

(senator blaz) I rule again to debate about that but that's a point well taken, Senator Ada, and that will be noted. Mr. 
CNZ, you can . . . . . . . . .. 

(?) Just a few more slides. 

(senator santos) Can we just stand there at the fourteen hundred square foot houses for the four bedroom 1 would 
assume right? What's the size dimensions of the three bedroom house ? 

(?) . . . . . .(muffled conversation) . . 

(senator ?) Thousand or eleven hundred square feet? 



(?) OK, Senator? 

(senator santos?) Now, where are we at in terms of pages of the turnkey projects and what are we expecting of each 
contractor to do? What is the maximum risk we're looking at? 

(mr. sablan) Senator, if you don't mind, we do have a presentation to do on the development of Lada Estates project. 
And after the presentation of GEDA we can do that. 

(mr sablan) I've just got a couple more slides left and just to explain the bond issuance and then the benefits etcetera. 
Now the benefits of this issuance, homeowners can receive affordable housing with low interest rate financing, lower 
down payments, of course, with the reintroduction of private mortgage insurance, lower monthly payments and it's 
going to be a little bit misleading here because you're financing a higher amount and I'll show you when we call in to 
the example. Pride in homeownership, 2001 vision goals for affordable housing and promotes the private development 
of affordable programs, completion of Lada Estates project and increases in homeownership. The lenhng institutions 
benefit by receiving origination and servicing fees, they would also receivc Community Reinvestment Act or CRA 
credit and increases their loan activity. Now here's a real, when we were trying to simplify the process as much as 
possible, the bonds of course go through the bond holders whch goes to the Underwriters, Smith-Barney transferred to 
the trustee which is on item number one and then certain, certain funds are established that are normal, cost of issuance 
collateral, account reserves funds and the program fund where the bulk of the funds will be headcd for. The program 
fund will be targeted to finance homes under the Lada Estates or other single family housing programs that exist with 
the laws of lending institutions. Now, what happens is, is that the banks then would pull the mortgages once the 
homeowner comes and borrows from the banks and they send it to the master servicer who then forwards it, packages it 
and forwards it to Freddie Mac. It's at, where the bank's level, where SEMAC provides insurance then once the banks 
forwards it to Freddie Mac, Freddie Mac then packages it into a security known as a mortgage backed security and then 
those mortgage backed securities will be sold back to the trustee. So, it eventually comes back to the trustees so those 
program funds are buying the mortgages from the banks and that's how it's designed. So, it has nothing to do with the 
construction of Lada but it's financing mortgages for homeowners. Any questions, there? OK, and then this slide can 
also be used to show the payment stream where the homeowners pay the banks and it passes through Freddie Mac 
where they get a certain percentage of the interest rate and then the payments are made back to the trustee which the 
trustee then pays for the bond itself. 

(senator santos) Where does Guam Housing make money on this? 

(mr. sablan) On the sale of the land which is ... what, three dollars per square meter.. 

(senator santos) Three dollars per square meter? 

(mr. sablan) Senator, we're not here to provide any income but just to provide the financing that is available. 

(senator santos) Jim, I understand that but the administrative fees involved in doing this thing is not for free here either 
but your lending institution per se and that's what you want it to become as a result of this legislation. You have to 
have some kind of fee to do the work it's not for free. So, where in this whole equation are you going, there's going to 
be some extra work involved because assuming you have four hundred more people to administer a project for. If 
you're going to tell me today that I'm not going to increase my staff and I will gladly support you. 

(rnr. sablan) But, basically, . . . . . ..(muffled dialogue) 



(senator santos?) There you go, that's what I wanted to hear. Thank you very much 

(mr. sablan) The origination fees are, a loan origination fee of one percent that we're charging the banks to commit to 
the program and that's reimbursable from the borrowers to the banks. Guam Housing is only there to provide the 
program and to administer the program and to recover the cost. And, basically, we're not making any income or 
profit .... 

(?) .... so, I go back to the same question. How do you expect to run a four, possibly four hundred more people 
coming into your operation without any money? 

Cj. sablan) Well, the way the program is situated is that the bank, the lending institutions which are, five have already 
committed, they're going to be doing the loan origination and the servicing of the loans. All we do is just administer 
and make sure that they make their payments and . . . . . .. 

(?j . . ..provide compliance for SEMAC? So, very little work involved? 

(nu. sabliu?) Very little, I mean just basically administrative work. 

(mr. sablan) And out of the two, two and a half percent orignation fee, Guam Housing gets one percent of that. 

(?) And that's to pay for cost of issuance. 

(mr. sablan) Yes. 

(?) If we float fifty billion for example one percent is five hundred thousand the cost to float this bond is what a 
million? 

(mr. sablan) It's about a million or two percent of the entire issue so, just to recoup the cost of the insurance is what 
we're asking. 

(mr. sablan) Now the Underwriters of course had their presentation ready and if I'd, you know a lot of that technical 
stuff and then their numbers we didn't have with us today. 

(senator blaz) What we're going to do is have another hearing subsequent to this probably within the next week and a 
half and we can make that arrangement so that the Underwriters can . . .. 

(mr. sablan) What we wanted to do was just try to explain the bond issuance process and . . . 

(senator blaz) This is just the first of a couple of hearings. 

(mr. sablan) OK, great. So, now here's an example of the monthly payments and the closing costs. We were asked 
what is the benefit to the homeowner, now, with the mortgage revenue bond issue we're looking at an example of a 
hundred thousand dollar sale price financed at thuty years. With the mortgage revenue bond issue, you're looking to 
finance ninety five thousand dollars of the hundred thousand dollar home, without the mortgage revenue bond you're 
looking at eighty thousand. Yes, sir? 



(senator blaz) Ed, on the, Guam Housing Corporation bond buys the Freddie Mac securities, right, and these securities 
are created by the mortgages, point forty five basis points or almost a half a percent is the cost of using Freddie Mac, 
why are we doing that? 

(mr. sablan) I'm sony? 

(senator blaz) Why are we doing this? Point forty five basis points or almost a half a percent is the cost of using 
Freddie Mac? 

(mr. sablan) In order to get credit enhancement, the fact is, either the Jennie Mae or the Freddie Mac to get us the 
Triple A Rating, the credit has been needed for the bond market, we needed to get one of those institutions and Freddie 
Mac has agreed to.. ..right. Freddie Mac is the most dominant player here in the local market, Fannie Mae is hardly 
around. So, we had an example as well with the Underwriters that sold the pass through and how much the original 
cost of the bond and how the costs are added on to but still almost one hundred basis points or one percent lower than 
the market. So, anyhow, down payment of course is five thousand versus the twenty thousand dollars. Interest rate is 
about a one percent differential, the interest rate is about a one percent differential, between an conventional financed 
loan versus this bond issuance loan. The points, we're using examples here at two and a half percent, which one percent 
goes to Guam Housing. So, you're looking at two thousand three hundred with the mortgage revenue bond versus two 
thousand, of course, you've got h~gher loan amount. So, the monthly payment is slightly higher .mder the mortgage 
revenue bond because you're financing almost fifteen thousand dollars more. At six ninety seven versus six forty three. 
Insurance, we're estimating roughly about seventy nine dollars versus sixty seven, taxes is twenty seven dollars versus 
twenty three dollars, and private mortgage insurance is, we're estimating roughly about sixty dollars a month versus 
zero of course because one has insurance, the other one doesn't have insurance. 

(senator blaz) You know, if the risk is being taken by Freddie Mac and I should point it out in that last thing that you 
did, this private mortgage insurance or pmi 5938, what is that going to cover? 

(mr. sablan) The private mortgage insurance, Freddie Mac will cover up to eighty percent, private mortgage insurance 
. . . it covers the difference. So SEMAC has conserved the primary insurer for this whole deal providing that we can 
then, Freddie Mac, can then take secondary coverage. And in that whole package, which is ninety five percent covered, 
is insured and slapped into a bond issue. 

(senator blaz) Yes, but it seems like we're insuring to death here. 

(mr. sablan) ...( muffled dialogue) that's the risks that's there that's just local bank risk. So, what we have here is of 
course the cost differential, you've got the down payment, you've got the points, appraisal, we're estimating at roughly 
the same, prepaid interest slightly higher because you're financing a larger amount. These rundown there with the 
closing costs estimated two months' reserves, etcetera for the banks, you're tallung costs of about nine thousand dollars 
with this mortgage revenue bond issue versus twenty four thousand nine dollars without it. And that's where 
affordability comes into play. Now, the annual percentage rate, we calculated to be, roughly about eight point three 
four percent with an interest rate of eight percent versus the nine point three seven percent so you're still talking lower 
interest rates mortgage financing. We estimate that for the borrower to recoup, if he went through a conventional 
financing, it would take him almost seven to eight years just to pay off that difference of about fourteen thousand 
dollars, if he was to go through conventional financing. So, this is where the true costs savings comes in, he can 
borrow higher amount, lower down payments and save a lot in the whole bottom line, and he has lower rates of 
financing. . . .(muffled dialogue) . . .yes, . . . . . .(muffled dialogue) no, there's a ten year homeowner.. . ..(mufiled 
dialogue) well, if we're refening to our private borrower, yes you can, they can turn around and sell it. But, with the 
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Land for the Landless program or the Chamorro Land Trust program, or the Lada Estates program there's some 
restrictions on it.. ...( muffled dialogue) 

(betty guerrero) If it's at Lada, the current law provides that it's the twenty five year owner occupancy, we 
are,. . .(muffled dialogue).. right, restrictions so they must live there. We're requesting to amend that law to make it 
down to ten where they would stay at Lada for ten years owner occupancy. With most financial institutions, they do 
have that in ?- a lot of people would like to sell it either to their children, have them assume it if they can't, 
realistically, you're going to find out that most would either transfer it and build a larger home whatever the case may 
be. The sentiments fiom the other financing institutions, they're comfortable at the ten year in lieu of twenty year 
that's unlikely to happen for someone to just.. ..(muffled dialogue) well, the current statute for the Lada provides for 
Guam Housing to have the first right of refusal so if we opt not to buy it and sell it to another eligible then that's when 
they will have that opportunity to fill it out again, but we still have, there is still'a provision for that right of first refusal 
to Guam Housing sd1  think that's addressed there 

(7) I think that's a good deal to sell it at three rather than leaving it as booies.. ...( muffled dialogue). . .. 

(m sablan) yes, sir. (muffled dialgue) .... because we, these are, with the Freddie Mac and the tax exemption you're 
able to get lower rates of financing, ....( muffled dialogue) .... right, exactly and that's where we'll be able to sell it at 
lower rates and then add on the costs for Freddie Mac, etcetera onto the interest rate and the banks will probably receive 
about maybe five basis points out of that, Freddie Mac forty five base points for a total of fifty etcetera. 

(senator blaz) Senator Aguon? 

(senator aguon) Just one question Ed are there going to be any lessening of the restrictions by the banking institutions 
in terms of the debt to income requirement, is this still, are they going to have the discretion of maintaining the present 
regulations on that because one of the concerns that I have is that perhaps we have a lot of people out there who are 
between the median incomes and the low incomes of one hundred thousand to a hundred and forty five thousand while 
many of them presently have outstanding obligations such as car payments, now are there, is there any provision within 
this particular proposal that would allow for at least some consideration in terms of increasing that to probably forty 
five, something that would be within reason and that would also ensure the integrity of the banking institution and the 
programs that the banks currently.. . . . .. 

(mr untalan) what we're were, normally, like with FHA, you can go a little higher in your debt to income where your 
overall debt income ratios and that's something we're trying to work with SEMAC and the institutions. We're bound 
by Freddie Mac and their underwriting guidelines and they're the standard twenty eight, thirty three percent but because 
of the private mortgage insurance I believe we can slightly get a little bit higher. 

(senator aguon) OK, then let me throw a follow up question in regards to that. Let's say if Freddie Mac maintains it's 
present restrictions of twenty eight percent or even thirty six percent for that matter. Are you going to allow potential 
first time homeowners the opportunity to be able to look at debt consolidation in conjunction with being able to finance 
this home? 

(mr sablan) No. Not to that, let me, we can work with the local banks and have them have maybe a separate program 
to try to consolidate some of the debt but the entire issue the loan itself must be for the purchase of the home. Now, 
one of the ways we can try to get around the debt to income ratio restrictions is by adjusting the higher loan to value 
of the amount of equities available. We're estimating with the low cost of land, the actual loan to value between 
anywhere between seventy to seventy four percent of security for the banks and Freddie Mac so with that type of 



argument you know GEDA's been successfU1, at least when I was there, to try to argue that we can ask for a little 
higher debt ratios. Of course, we must show the performance, the credit history of the borrower, and you know, his 
stability of his employment, all those come into play. So, we'll work with the banks and try to encourage them to try to 
be as aggressive as possible and try, in getting this program up and running and again if we've got the lending side 
from a real estate side and then if they look to try to consolidate to help the borrowers it helps them fiom a commercial 
I mean consumer side. So, it can play both ways. 

(?) Has there ever been an analysis conducted in regards to looking at the amount of equity that may be available? 
Let's say at a three bedroom, two bath facility, with the lot being provided in this case? 

(mr sablan) Anywhere between seventy to seventy four percent loan to value so you're tallang about twenty five, 
twenty eight percent equity. 

(senator aguon) So, perhaps Freddie Mac may be a little bit more lenient in terms of homeowner equity aspects. 

(mr. sablan) Right, right, and that's one of the things we're trying to push is that there's a lot of security here and the 
ri.4~ for both SEMAC and Freddie Mac is a lot lower than normal places where they would have to purchase the land at 
almost market value. 

(senator aguon) Thank you, Mr. Chairman. 

(senator blaz) Sure. Anybody else on this particular one? Yes, Ed? 

(mr sablan) Just two slides real quick, this one might draw a lot of discussion, this is the cost of the whole thing. 
Underwriters fees is roughly about six hundred and eighty five thousand, cost of issuance about three hundred 
thousand, we're estimating these things. What we're trying to do is recoup a lot of the costs, because we've been going 
at this for about two years etcetera. And, I'm going, the cost of issuance, the Underwriters' fees is something that was I 
believe negotiated back in the initial issue. So, it's roughly about six dollars per thousand. ...( muffled 
conversation). . .I'm sony? ..(muffled conversation) .. I believe so, we are, because it was originally 
negotiable..(muffled conversation). . .I'm sony? . . .(muffled conversation). . . well, it was something that.. ..(muffled 
conversation).. yes, sir.. ..(muffled conversation). . ..There's, now this is where it gets complex, one of the things we 
want to try and avoid.. .OK., this bond issue is not a straight, not a straight bond issue. When I mentioned interest rate 
risks and non origination calls is that we faced the risk, if we float the bond, and have the money sitting in the bank for 
? a n d  interest rates, if the interest rates go lower then the borrowers would not probably want to come into our 
program because our interest rates are fixed, if interest rates go higher, then it's to our advantage. Now, when interest 
rates, then that we refer to the interest rate risk, non origination calls come into play when interest rates drop and we 
can't lend out the money because our interest rates are higher so the way we're doing this bond is we're floating about 
five to ten million dollars initially as a straight bond thirty year repayments , with which the local banks can use 
immediately up front for their inventory. The other thirty to forty million dollars will be floated as a convertible option 
bond meaning it moves when the market is short term we fix for three months at the most so when interest rates change 
we make sure that we can always reprice the bonds a little bit higher. Now, that's when remarketing comes, is when we 
have to remarket those cobs. OK, and the initial issuance of course is when they do the entire negotiation. 

(senator cruz) What's the timetable for all of this? 

(mr. sablan) To go to the market or to issue the whole deal? About two years. 



(senator cruz) That's right and ..... about a family to move in? 

(mr. sablan) Well, it all is linked to the construction of Lada and initially so we're.. 

(mr. untalan) Actually, the first five million dollars, once the Legislature approves it and we float the bond issue the 
funds can be funded immediately in about maybe three months, four months down the road. That would definitely 
stimulate the economy by pumping in five million dollars to.. in the.. 

(senator cruz) I'm talking about the homes being available, when will that be? 

(&. untalan) The four hundred homes? 

(senator cruz) The first home. 

(mr. untalan) Well, the timeline for Lada Estates is, approximately for the first hundred units, is September of 1998. 
(senator cruz) Just in time for the reelection or election? 

(mr. untalan) There'll be four phases. So, 

(senator cruz) That's what I wanted to find out are we going to make this a political issue or what? 

(mr. untalan) Well, that's the timeline and we keep moving it back because of the delay of the funding. 

(senator cruz) Well, you see, you see you didn't get the gist of my question. Excuse me you didn't get the gist of my 
question, my gist of the question is don't make this a political thing. What's the realistic time issue? 

(mr untalan) Senator it's going to take about eighteen months to complete the first phase and we've been trying to start 
this project for about, drilling this thing for two years. We are not trying to make it a political issue we were trylng to 
work it with private mortgage insurance I have a personal interest in it because as a mortgage lender in my previous life 
I wanted to try to reintroduce private mortgage insurance back into the island. So, I think that's going to benefit the 
entire island as a whole and it was back in the early eighties and kom what I understand was, it got a little complex 
when they were here on the island, they were bought out by a firm, the company that initialed the insurance, issued the 
insurance, bought out by a firm and they had gone bankrupt and so they had to reorganize and when they reorganized 
they had about a half a million dollars in reserves that the government kept and would not release because of their 
change in the organizational structure so they went through this ten year battle. Now, Magic was the this insurance 
company back then and they're a big player in the market and these guys just passed out through the mortgage 
insurance community and said don't do business in Guam they'll keep your money forever. So, finally after all these 
years, you know we're getting somewhere and somebody's willing to take a risk starting with this pilot project. And, 
if it's successful, then they're willing to come in and negotiate with the banks and set up an arrangement with the banks 
to do private mortgage insurance again. So, you know, I look at it as an opportunity, an opportunity to find affordable 
homes and an opportunity to reintroduce private mortgage insurance and make affordable financing available. OK, now 
I'm going to give you a breakdown of the cost of issuance again, . . . 

(?) Ed, just one quick question in regards to the remarketing, you're going to utilize the three hundred and eighty 
thousand dollars you had ? utilizing that over a time span of let's say ten years, when the entire project is 
completed. 



(mr. sablan) In ten years? 

(?) I mean, what time frame are you looking at, for example, you mentioned that it's going to take eighteen months or 
two years for the completion of the first one hundred units. Now, the remarketing aspect in terms of the fluctuation of 
the market because I noticed that you're looking at fixed rates for individual homeowners. So, in essence, upon the 
conclusion of the entire bonding project, you're going to have to close the banking rates to a fixed rate, is that correct or 
is that incorrect because apparently you're remarketing has the cobs.. . 

(mr. sablan) Yes, exactly as the phase is completed, the houses become available, the cobs are converted.. . 

(?) You convert them to fixed rates? 

(mr. sablan) Right. 

(?j So, in essence, you're utilizing, you're looking at utilizing that over th- life span of this project? 

(mr. sablan) We're looking to try to do it within a two year period, hopefully. 

(?) Within a two year period? 

(mr. sablan) Yes, I mean that's the best case scenario. 

(?) OK, and that's your estimated cost just for the two years. 

(mr. sablan) And, again, when we have the other fees I mean the other session, the Underwriters can come in here and 
explain the fees as thoroughly as possible and the entire issuance process and we can have another presentation made to 
be more detailed. 

(senator cruz) Thank you Ed. 

(mr. sablan) Now this is the estimated cost of the three hundred and fifteen thousand which is the cost of issuance 
below. Bond Counsel, rating agencies, auditors, trustees, and GEDA and the financial advisors amount to about three 
hundred and fifteen thousand. And, that concludes my presentation. 

(senator blaz) OK, thank you, thank you.. ...( muffled conversation). . . 

(mr. sablan) ... operational fees, I mean, it could be both GEDA and Guam Housing's fees, you know, the time we 
travel out there for the bond closing, for the meetings with the counsels, the initial documentation fees.. ...( muffled 
conversation). . .. That's part of the, that's fixed in their fees, yes, so all they're travel expenses are all fixed in their 
fees.. ..(muffled conversation) . . ..yes, sir? 

(senator blaz) The fifty grand is for you guys, right? 

(mr. untalan) Actually for recordation fees. 

(mr. sablan) And administrative fees for GEDA. We're trying to recoup our costs.. ... that's our frequent flyer mileage. 



(senator blaz) OK.. . . . .(muffled conversation) 

(mr. sablan) We've got a demand for the Lada homes, Jim, how many applicants do you have sitting and waiting? 

(mr. untalan) We have a total of eight hundred and sixty seven I think applicants, ..(muffled conversation). . .they're 
qualified, yes,. . . . . .(muffled conversation). . ... 

(ms. Guerrero) Yes, initially we had a thousand and ftom our review eight hundred some have been prequalified. We 
wanted to ensure that we do have that demand that would meet the requirements, right, and excluding the mortgage 
revenue bond requirement. . . ....( muffled conversation). . ... 

(senator blaz) OK, let's hang on here now. James, do you have any presentation that you'd like to present at this time 
or is that exclusive? What I want to do is open it up for questions by all the committee members and before I do that 
I'd like to give you an opportunity to, if you have anythmg else to add, to Ed's presentation. 

(mr. untalan) We do have several, Vice Speaker and one was already addressed by GEDA on the eligibility, on the 
program so what we'd like to do is since there's a lot of discussion on the Lada Estates project, we'd like to go ahead 
and do the presentation as well. 

(senator blaz) For the Lada Estates project, OK, why don't we do that right now so we can, OK, who's going to do the 
presentation? 

(mr. untalan) Mr. CNZ? Or Kathy? OK. Miss Kathy Taitano will do the presentation. 

(senator blaz) Can we just allow Kathy to do the entire presentation then afterwards we'll open it up for questions. No, 
you be the first one to ask. Ed. . . . (muffled conversation). . ..OK, you want to go ahead and finish.. ...( muffled 
conversation). . .Just identify yourself for the record and just. 

(ms. Taitano) My name is Kathy Taitano, I'm a Project Coordinator for Guam Housing Corporation. Lada Estates was 
originally put together in, under the Twentieth Guam Legislature with Public Law twenty dash two two five. 
. . .(muffled conversation). . . . . . 

(senator blaz) Don't wony, Kathy, nobody will shout at you today. We'll save all the shouting for Jim and Ed. 

(ms. Taitano) . ... alright, Public Law twenty dash two two five originally transferred the forty seven acres in Dededo to 
Guam Housing for the purpose of building affordable housing to be sold to eligible, a particular clientele. Goodness, 
we've, as I've said, it was in Dededo, it is forty seven acres somewhere in the vicinity of Wettengel Elementary. Our, it 
is actually adjacent to one of our existing projects, Lada Gardens Subdivision whch is an existing rental, longtime, 
long term rental. What, our target prices as indicated are anywhere ffom a hundred thousand to a hundred and thirty 
thousand dollars for the units. It's with the land. Those are estimates as we've not gone through, we 
haven't.. ...( muffled conversation). . . . 

(mr sablan) At the time we were looking at April 15 for the rebid, we had it bidded out and it came it, the highest bid 
was forty three the lowest bid was thirty nine million.. . . . .(muffled conversation) 

(ms taitano) The unit configurations are expected to be, what we had we have one existing model unit that's why it 
reads under unit configurations three hundred and ninety nine to be constructed. They're all three and four bedroom 



units, a thousand to fourteen hundred square feet, forty nine detached units, the project is slated to be a number of 
single family detached duplexes and quadplexes so as to maximize the use of the property. Forty nine detached units, 
thirty duplexes, and three hundred and twenty quad units. Townhome style, two levels in order to maximize property 
use, land use and a mixed income layout which means that because we have, under Public Law Twenty dash Two Two 
Five, we've got three income categories, three different levels of income levels that people can fit into and with each 
level comes a different priced house. Under that what we wanted was to avoid a segregated community so what it is is 
it's a all the units are mixed, completely mixed together, Category Three units with Category One, it doesn't matter, in 
the quadplex units, especially, it comes out that way with the detached units being spread throughout the project. 
Recent progress, is December, in this past December, we went out for a invitation to bid those of the, at that time, we 
got twenty seven people piclung up packets for Lada Estates two came back and subsequently Mr. Sablan told you what 
those bids came in at and they were, we've subsequently rejected those bids and we would, we're anticipating rebid 
sometime soon. The companies were, one was Shinjun, Inc. and the other one was Genesis ? , that's the 
name of the two, Genesis, ? ( m u f f l e d  conversation). . ... twenty seven. (muffled conversation). . ..sealed, sealed bids 
and only two came back.. ..yes. . . ..(muffled conversation). . . . . ..wait a minute now, our target goals for ninety seven are 
to complete the bid process, award the bid for construction, complete contract negotiations and wreck, settle the offsite 
improvements a consideration we have and put Phase One into progress by late this year. (muffled 
conversation). . ..Public Works.. .(muffled conversation). . . . . .Senator, would you like to know who our target market is? 
Next board. 

(mr. sablan) this is exclusively for Senator Leon Guerrero.. ..(muffled conversation). . ... 

(ms. taitano) OK, in the center of this board, are the basic eligibility requirements on the Lada Estates. You have to be 
a first time homeowner, and a five year resident of the territory, you must not have owned any property in the territory - 

or out for three years prior to when you're applying for this project. And there are three income categories set up by the 
public law. The Category One Units, thirty percent of the units, four hundred of the four hundred units, thirty percent 
are to be sold to those making eighty percent to a hundred percent of the median area income. Under Category Two, 
fifty percent of those units are going to sold to those making a hundred and a hundred and thirty and the remaining 
twenty percent to a hundred and thirty to a hundred and fifty percent of median income.. ...( muffled 
conversation). ...y es, you do. (muffled conversation). . . ..yes, . . ...( muffled conversation). . .. U.S. Citizenship and five 
year residency.. ...( muffled conversation). . . ..the twentieth, sorry? ...( muffled conversation). . . to Category Three Units, 
the income, the income categories go from a hundred and fifty percent of median area income down to whatever, I 
mean what it comes down to, eighty. And of those, a hundred units will be sold for Category Two, eighty units to 
Category Three and a hundred and twenty to Category One families. (muffled conversation). . ... they're all three and 
four bedroom units.. ..(muffled conversation). . ..from a thousand to fourteen hundred, the largest.. ..(muffled 
conversation). .... the, yes.. ..(muffled conversation). . ... from ? ninety and then.. ..(muffled conversation). . . . ..we 
were,. . ... ( muffled conversation). . ..yes, there is, we.. ...( muffled conversation). . ..there is a, we intended to use a 
verification process through Revenue and Taxation and Land Management in order to get, if you don't pay any, if 
you're not paying your property taxes.. ...( muffled conversation). . . . . .by verifying tax payment in the territory. 
. . .(muffled conversation). . ..yes.. . . . . 

(?) (muffled conversation). . . . . .targeting somebody who's at one hundred to one thirty percent of the median income 
which you know without regard to any kind of consumer debt or minimal consumer debt, those guys could probably 
qualify for you know conventional mortgages, I mean, did you make that, did you examine that and maybe have a 
recommendation to the committee on that, with a reallocation or were you just looking at .....( muffled). . ... 

(ms taitano) We've been looking, it's been ......( muffled conversation). . ... under the twentieth, the twentieth gave us 
our direction on this.. . .(muffled conversation). . ... to allocate more units to the lower income category. 
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(?) . . . I mean, that's what this project is meant to assist so did you have a recommendation to that or did you examine 
that policy.. ...( muffled conversation) 

(senator blaz) . . . . . .or did you even consider it? 

(?) . . ..(muffled conversation). .... is to the appropriateness of kind of lumping this bill you know normally as on the 
one hand, we're authorizing issuance of up to sixty three million dollars and then in the same bill going back to make 
some substantial significant amendments to Public Law Twenty dash Two Two Five maybe the two issues really need 
to be free and separate. 

(senator blaz) And this is why we wanted to hold all these series of hearings on this issue and this discussion brings up 
all these concerns.. .Senator Pangelinan did have a good point in terms of whether or not Guam Housing did take that 
into consideration.. ... 

(ms taitano) Yes, for the Category Two, we are basing it on the hundred percent. If we look at the financial 
institutions' requirement to follow Freddie Mac's requirement, they do have a fixed of twenty eight percent of their 
income just for their housing loan to their income ratio so you know that even if the lower income have a greater 
? o n ,  have no debt, they're still confined to twenty eight percent so with the Category Twc you're going to find 
that the two hundred, you're going to have a lot that would be able to purchase more of the units within that category 
because of the twenty eight percent of their income being higher.. . . . .(muffled conversation). . ... no, for Category Two 
there's two hundred units there, I think it's fifty, right, fifty percent, this is fifty percent of the units are allocated to 
Category Two and that's two hundred units. For Category One, we have a hundred and twenty and we have, I believe, 
thirty percent of the units are allocated for that which would be one hundred and twenty. And then, we have for 
Category Three we have eighty units for the hundred thirty to the hundred fifty so we are finding that most will fall in 
the Category Two, they will have the buying power, the repayment ability for the amount that we are looking at selling 
these homes. . . ..(muffled conversation). . .. 

(?) .....( muffled conversation). . . we realize that but I mean shouldn't they be reversed since this is meant to assist the 
low to moderate income, shouldn't we reverse those two categories and provide and allocate because it's easier to 
qualify this year and those who cany ? a hundred percent of the median income may not be able to qualify 
for more than the conventional mortgages where you may have more applicants under Category Two given the Freddie 
Mac requirements and income like I said with a smaller consumer debt would probably be able to qualify more easily in 
conventional mortgage loans since, so why take this, the inventory of housing that's developed for low income why 
allocate a bigger portion to those that could qualify for conventional mortgages with our own financial institutions and 
so, I was just asking if you've reexamined, you know, given your applicant profile and so forth. If you've reexamined 
those allocations and perhaps had recommendation on reallocating those to assist more of the low, lower end of the 
scale rather than a larger portion for those that could conceivably qualify for conventional mortgages. So, I was just 
asking if you could look at that and maybe make a recommendation to the committee and the Legislature to reexamine 
that profile given the changes that occurred in the economy and the interest rate structures, you know.. .. 

(?) Senator, Category Three is the higher income. 

(?) I know that. Yes, I know that. 

(senator blaz) Senator Salas? 



(senator salas) Thank you Mr. Chairman. you know my question is not to Kathy it's more directed to Mr. Sablan 
because at yesterday's public hearing the committee raised some serious questions from Guam Housing Corporation 
about the mission of the Guam Housing Corporation and the response is consistent with the witness's statement that 
she's submitted today which is that your purpose is to serve the low to moderate income families. Now, since when is 
the low to moderate income family in the Category One level of ninety to one hundred and fifteen thousand dollars. 

(mr. sablan) Senator, that was approved by the Legslature but I think the purpose for it . . . . . . 

(senator salas) .... oh no, Mr. Sablan I understand what is approved by the Legislature and I can also agree that the 
Legislature isn't entirely correct. But the point is that you're back in here for another piece of legislation, we're just 
simply following along. How can your mission be to serve the low and moderate income families and to even come in 
and propose that we're dealing with levels like this, I heard Mr. Untalan talk about the mortgage package and it was 
based on a hundred thousand dollar sale now that, his problem is not so much meeting the mandate his problem is 
finding the financing packages, he's got that. He showed at the bottom line that with the revenue bond it's going to be 
eight hundred dollars a month without the revenue bond it's going to be about a thousand dollars a month, I think, 
again, why even have a program through Guam Housing if the majority of people can't participate in the program that 
was supposedly built for their benefit? I cannot, to this day, still afford to pay a thousand doilars a month mortgage. 
And I'm far &om being uneducated, I'm far &om being minimal in any regard, but I still can't afford a home and I'm 
lucky I've got a home. My concern is what about hat, those seven thousand people that we've gat emerging into the 
housing market, not just Chamorro Land Trust, we've got people who don't have the income level, we have people who 
don't have the land, the government gives them the land but it still puts everythmg out of reach for them. You know, I 
question Guam Housing Corporation's motivations on this because are you serving that target population, are you 
meeting your charter? That's a simple question. 

(mr. sablan) Senator, yes, we are as a matter of fact this financing program is targeted only to the low and moderate 
income families. It cannot assist families who are over a hundred and fifty percent of median income. Again, it's 
focused on a gapped group of families. On the Lada Estates, again, that was approved in the Twentieth Guam 
Legislature and basically I think my understanding is to have a good mixture of community and have a good strong 
community rather than a community strictly of low income families. 

(senator salas) But the numbers that I'm hearing and seeing, Mr. Sablan are all numbers that while we can assort, we 
can get an assortment and a mix in the community if the mix and the assortment is at the upper level we have still 
excluded the majority of people who would actually benefit from the program. And the question that I've got is what 
the hell is the government here for? Is it simply to hand out things? I don't think so. And that was the question we 
addressed yesterday but we have to ask what is the government doing to help the people here who can't afford a house? 
We have put prices so far out of reach for these people that any program that we adopt will end up like many other 
programs that we can't use it. This project has been hanging fire for three years? What are we going to do, are we 
going to continue holding fire? You know, it really disturbs me because we once again continue to allow government 
to progress beyond the reaches of the people that it's here to serve. I don't advocate that we get more government 
involved in it, but I certainly would expect that a responsible agency such as the Guam Housing Corporation I already 
see GEDA's meeting it's mandate, I can accept that but Guam Housing Corporation has got to serve those low to 
moderate income level people and to provide them with the ability to get a roof over their heads. Getting an eight 
hundred dollar mortgage or getting a home valued at nine hundred, no, ninety thousand dollars is not exactly within 
reach unless you've got a hell of a long hand. You see my point? 

(mr. sablan) Yes I do. 



(senator salas) So, what are we doing more than just going through an exercise, Mr. Sablan? That's that, 

(mr. sablan) Well, I did ask that the government of Guam does fund the offsite hfkastructure, that will keep the cost 
down and again the situation that you mentioned yesterday as to why is govemment of Guam giving Guam Housing the 
money when it should go to Guam Memorial Hospital and again the idea is to provide the funding at a very low interest 
rate to families that are low income. 

(senator salas) But you were asking for the Legislature to make a commitment for sixty three million dollars worth of 
debt, correct? 

(k. sablan) That's correct. It's not a 

(senator salas) It's not a, it's a paper debt for the government it's going to be held against us. It will be an obligation 
that if it is not, if it defaults for some reason, the govemment will be liable, correct? 

(mr. sablan) No, it's not. No the government of Guam is not liable for this obligation, this is not an obligation for 
government of Guam. 

(senator salas) So, we've found somebody who'll give us money for kee? 

(ms taitano) No, no. 

(senator salas) Well, who's responsible for the bid? 

(mr. sablan) The person responsible for the debt would be the len.., the mortgagor. 

(senator salas) So, Guam Housing is responsible for sixty three million dollars? 

(mr. sablan) No, the person to pay back the debt would be the people borrowing the money. 

(senator salas) Well, we don't have seven hundred people ready to buy homes at those prices somebody's got to put the 
money up? Is it the government that's going to put the money up? 

(senator blaz) This is not what the program is all about, Senator Salas. 

(senator salas) Yes, oh, I understand, Mr. Chairman, I understand, Mr. Chairman but I'm again asking and it even 
makes my question even more pointed that we are once again using public funds in some way or making a public effort 
and I have to ask what is the benefit that the citizen is going to get? 

(mr.untalan) The, if I can, senator? That's one of the things we try to do in the slide with the benefits of the issuance 
we, why we bought in private mortgage insurance was not just to address the low to moderate income under this 
program we wanted to bring it in to provide affordable financing permanently. We are using this program as a pilot so 
that's one of the benefits number two we are, although it's not linked none of the bond funds would be linked to the 
construction side, it provides a supply of homes that gives comfort to the . . .. . .. 

(senator salas) And who do you think is going to buy the homes? Mr. Untalan? 



(mr. untalan) The eight hundred people who are waiting in line at Guam Housing. 

(senator salas) And who are those people, Mr. Sablan? 

(mr. sablan) These are primarily, the low to moderate income families that we're trying.. ... 

(senator salas) That can afford an eight hundred dollar a month mortgage? 

(mr. sablan) That's correct. 

(senator salas) That's my point. What about my brother and sister that can't afford an eight hundred dollar a month 
mortgage? But they have the same passion, they have the same desire to have a home and they feel that they have the 
right to have a home because they're citizens of Guam. The Guam government has failed to give them the ability to get 
that home. 

(mr. untalan) If I can, senator, I just want to make one real quick statement. One of our next projects right after this 
bond issuance because we're satisfying the implementation of the Lada Law and trying to get the return of the private 
mortgage insurance to address those people who can't afford the eight hundred dollar mortgage we're working with our 
financial advisors to develop these things called rmr to own types of programs where you coull rent at lower rates for 
example like six hundred dollars a month.. ... 

(senator salas) Sure, but Mr. Untalan, you and I have both been in retailing, you in banking me in products. You 
addressed the market right? Obviously, somebody in their projection saw that the market was the upper level so we're 
going to respond to them. Who do we forget, those people who couldn't afford in the first place. 

(mr. untalan) In fact, sir, the housing study did identify the gap group that you're referring to. 

(senator salas) Sure, you referred to, to an update of ninety three but you, didn't you do it because you didn't have any 
money? I've been using those figures for the last six months because we lacked money in an agency, we're going to 
forsake the citizens of this island again? Or we're going to use old information, you see, I, it just boggles my mind that 
we have all this government and the only thing I'm seeing is that thank God we're getting the government we paid for. 
Because we don't seem to be addressing the people that need it. It gets very upsetting, when I keep hearing this, I hear 
this over and over at oversight hearings. Why are we addressing an identified market when we have forgotten about 
those who actually needed the services who actually needed the products who actually needed the assistance? 

(rnr. untalan) Sir, if one of the ways, I mean, and I know the gap group that you're talking about, because what we did 
was we took the renter profile of about nine thousand people that responded to the study and we worked backwards to 
determine their affordability, their affordability within including their debt ranges anywhere between forty to a hundred 
seventeen, a hundred and twenty thousand dollars. So, and that's with, including their debt, so what we're trying to do 
was, with the land at such the low market prices, we're hoping to construct homes that they can possibly afford now if 
you want to reduce it even further to address even, to make it even more affordable, then we look at the actual size of 
the home and maybe even reduce the size of the home to begin with. You know, eleven hundred, fourteen hundred 
square foot homes are pretty nice sized homes. 

(senator salas) Absolutely. 

(mr. sablan) I myself live in a twelve hundred square foot condo. 



(senator salas) That's right. I'm eighteen years into a seventeen hundred square foot home.. .I could barely afford. 

(mr. sablan) Sure, if you, you know, one of the ways we can really address it is reduce the size of the homes and m&e 
it more affordable. 

(senator salas) So, so, what are we doing then, Mr. Sablan, are we still talking about a fourteen hundred square foot 
home, are we still talking about a ninety thousand dollar bottom line figure that's going to require a ninety to a hundred 
and fifteen thousand dollar income in order to afford those homes? Because that is what we've defined now as 
Category One. But we find that while that may be required then maybe you're going to have to have a certain 
percentage in there, we all of a sudden find out that there are not people there because not everybody can afford to be at 
that level. I just question the numbers. 

(mr. sablan) OK. 

(senator salas) Thank you, Mr. Chairman. 

(senator hlaz) Yes, I'd like to in terms of the eight hundred applicants that you do have, you had pointed out that these 
are eight hundred families primarily of Chamo~o a d  Filipino descent, predominantly northern a d  central area 
residents and more than one half are Category One applicants. Are these eight hundred or so applicants, either Kathy or 
Mary maybe can answer this question, these are actually people who desire to own a home, who probably could not 
qualify or would not qualify under a conventional home system but basically based upon their income, based upon, you 
know, based upon the information that you've had with respect to these applicants, they probably could be able to 
qualify for an eight hundred and nine hundred dollar a month home. Otherwise, if they couldn't, would they not go to 
the Chamorro Land Trust if they're Chamorro, would they not go to GHURA and apply for Section Eight housing, 
would they not, this is a program that will basically help these kinds of people who are, who would be able to afford 
that and would not who otherwise would not be able to secure funding or financing in a conventional bank, is that not 
true? 

(nu. sablan) That's correct, senator. 

(senator blaz) Alright, then say so. You guys, are, you know.. . . 

(ms. taitano) For the eight hundred that we have prequalified, we're finding that most of them are within the Category 
One and Two we don't have a lot of the Category Three to even need that eighty units. The way the law reads is that if 
there are more in Category One and there's not enough in Category Three, they can take back, it's not confined only for 
that income so we can accommodate more and we're finding from the eight hundred that we have preregistered or have 
applied for this, they are within the Category One and Two as much as we would like to help those in the Category One 
there's just some with very limited income, I mean, you know if you have, they just don't meet the . . . . . . . . . 

(senator blaz) .... but who would otherwise qualify for other programs such as Section Eight that, you know, and other 
programs that provide for housing for people who are indigent or who otherwise cannot afford it. 

(ms taitano) Yes, we have other programs where we have used supplemental funding from GHURA for example, we're 
trying to get the down payment and assistance where they can't afford another loan but we have identified other 
programs they can supplement by either getting a loan from Guam Housing or Farmer's Home they can supplement 
that with t h s  down payment assistance program. 



(senator blaz) And these are first time homeowners basically under this so called gap group that you all have made 
reference to in some your presentations and these people are basically people who desire a probably so called dream 
home but otherwise could not afford it under any other type of scenario, I mean, are there any scenario that would be 
available to most of use who could afford to go to a bankmg or financial institution and afford to, and basically qualifi 
to buy a home, is that correct? Thank you. Dr. Kasperbauer. 

(dr. kasperbauer) 1'11 be brief. The survey was done for the prequalifications was done, how long ago on the 
prequalifications? 

(ms taitano) We continue to call these applicants in for updates so that we insure that they still have that capability to 
repay the loans that we're looking at so they have been called as recent as even, it continues, it continues to go on, so 
it's an ongoing.. ..once we know the information has become stale dated we go ahead and call them in, we see, we have 
them come in, update for their income as well as they're financial obligations. So, that continues.. ... 

(dr. kasperbauer) So, part of your updating then is cross checking this with the Chamorro Land Trust people who have 
now been given land through the Guam Land Tmst if they no longer would qualify then as I see non property owners 
in the last three years? 

(ms taitano) That we have not in terms of, when they come in, they will still have to disclose whether they own and we 
weed them out as..... 

[dr. kasperbauer) . ..no, I'm wondering if the eight hundred is really valid in view of the Guam Land Trust now giving 
out land to people they no longer would qualify or would they still qualify? 

(ms taitano). .... .I don't know. ... 

(dr. kasperbauer) No, they won't qualify, right, so I'm just suggesting that maybe the eight hundred is no longer a valid 
number because of the, how many lots given out already, a thousand lots? 

(ms taitano) Well, at the time they come in for their update they will disclose again if they have been a recipient from 
the Charmorro Land Tmst or have they inherited property, those again because of the restrictions we would have to 
verify it. 

(?) I think what he's trying to say is that we have to go back again and review that because we just gave away you 
know, land and in case maybe some of your applicants of that eight hundred and sixty five have property now in their 
possession to give the Chamo~ro Land Trust back therefore your numbers are understated, that to me is you know.. ... 

(dr. kasperbauer) .....y es, that's what I was leading up to is that we're talking about asking for sixty three million 
dollars for something based on the assumption that there's a tremendous need of available applicants out there but this 
may have been drastically impacted now by giving away a thousand lots, you may have lost all eight hundred and we 
may not have the market there. Oh, also, ..... I'm sorry.. .. 

(ms taitano) ... Senator? My office, I'm £tom the planning division at Guam Housing and we everyday for the last 
three years I take phone calls £tom people and they've, they continually ask, the updates on the eight hundred people, 
they're always aslung how the project's doing and they want to know when it's going to get started but aside £torn 
them, we still get, we still feel quite a few calls from people who did not make it through that preapplication process 



that are still interested in applylng for Lada as an applicant. We do have a mechanism in place come, you know, a 
selection process to weed out all the land trust people and we can always go back and check out the eight hundred and 
see again how they've, how they're, how they're, how we fare after the land trust disposition and all of that. 

(dr. kasperbauer) ....( muffled conversation) what we're trying to say here is now . . .... to go back and just weed out all 
those individuals right now. Just a quick check to see what impact it had because the eight hundred unless they're 
sitting with their hands folded waiting year after year for this to come along, I would think many would go on with their 
lives and say you know, forget h s ,  we've, the children are growing up we won't need the three, four bedroom anymore 
and so just to, I'm a little concerned whether the eight hundred is that solid or not. 

(ms. taitano) The eight hundred is just those that have preregistered just to give us an idea of whether we do in fact 
have the demand for the project but when we do open it's going to be opened, if's going to be opened again for more to 
even apply for, that would meet the provisions of this, of the law. 

(ar. kasperbauer) OK, on the demographic profile of those families, since you did the survey and you know something 
about them, what, you indicate their ethnic background, Chamorro, Filipino and so on, what about the, on the three and 
four bedroom, so you're expecting more than just a couple living in the house. So, what kind of age structure are you 
looking at for these typical, or what, you have eight hundred families, so what, you know, how many are in elementary 
school, how many are, have elementary school, no, what is the number of elementary school chi!dren, middle and high 
school? 

(ms taitano) They're all families, the legislation that the original, initial legislation required that they are all family 
applicants. 

(dr. kasperbauer) Right, so I guess, we've talked about infrastructure and often we've kind of reserved that only for 
waters, power and those things, what about schools, Wettengel is already overcrowded, Harmon is overcrowded, is 
there a, plans, coordinated in here for another bond for another elementary school or middle school, high school? 

(ms taitano) In fact, senator, we've, we spoke to, we've spoken to Department of Education and because the students, 
because the children are all come, the applicants come from predominantly central and northern Dededo, central and 
northern Guam and the project's in Dededo, what our discussions with, with DOE at the time yielded was we weren't 
so much adding new residents or new students to their districts or, I'm not sure what they're called but they were 
shifting them around. 

(dr. kasperbauer) Excuse me, that's an assumption so we don't know really where they're going to school right now, 
do we? We're just assuming that if they're in the central or if they're in the north that they're going to, you know, it's a 
problem we have all the time. These projects get put in and there's no plans for school and then the Board of Education 
and others get accused of not planning for schools and that's a tragedy, I just, I think it's only fair that we look at the, 
where those, since you have the eight hundred families, how many have elementary school children, how many have 
middle, and you know, and where are they going to school now because we're in the central or northern . . .. 
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...... really hard data that's necessary. The other question, Mr. Chairman, that I have is on Section 5, I'm wondering if 
anyone would comment, why are we even amending Section 5 at all? It says for any and any of it's corporate purposes, 
in Section (m), to borrow funds, I can see the way the law and this goes back to Senator Ada, I thnk I tend to agree 
with h m  maybe we have two things here one is borrowing money and the other is amending an existing law, enabling 
legislation, you know, to, in Section (m) to borrow funds for any of it's corporate purposes, it looks like what was there 
would've handled this particular bond request. 

(?) Senator, I'd like to address that another senator has questioned me on that and that's a legal issue that needs to be 
addressed by the bond counsel and perhaps when the, when we go in to the committee as a whole, that we address that. 
It might be a legal issue on the ?-bond.. . 

(senator blaz) you know it will be on the next hearing when you have your bond counsel and all that sometime withn 
the next couple of weeks you'll be able to answer that. 

(?j ....y es, we'll address that. 

(senator blaz) OK, thank you, Senator Kasperbauer, Senator CIUZ? 

(senator cmz) I'd like to just further Dr. Salas' and ? c o m m e n t ,  see, in medicine you would say that you've given 
medication to the ones that are kind of healthy and kind of withholding the medications from the ones that are really ill. 
And I see this that, I calculated some things here, it's really the people that can afford only four hundred dollars a 
month that should move in here. And I see that that's the market we should mark, earmark this whole project and you 
know, there's a lot of things here, you know, Section Eight, you don't own the property nor the home. You're just 
given a roof over your head and so it's to me that is a kind of a temporary measure, which is an important measure. 
What we're looking down is a long term investment, for families in this group and the only way to get these people out 
of this area is to move them into a place that they can call their home. And I tell you also if you look at the statistics on 
the ones that are under Section Eight are the ones really are single family with three to four children you know, and if 
you look at that area I mean you've got to give some consideration to set your priorities right. That's point number one 
that I want to support Dr. Salas, the other issue is here, this is a beautiful project and I tend to agree with it but I always 
have a but on every project unfortunately. You know that the market today for the house, there's a repossession, maybe 
every day in the paper so we're losing homes like maybe, let's say, that every other day, there's a repossession, there is 
nothing in our agency nor our government to stop that leak. What we're looking at is fifteen homes a month that are 
repossessed for some reason or other, catastrophic illness among the families, unemployment because here on the ... is 
what you call limited term hiring of the Government of Guam or the politics got in so you're out, the wrong political 
machinery are in so you're out. These are people that own homes now that will be homeless in a matter of time 
because of some change in their financial status now that's why your list is getting bigger and that's why your list will 
get bigger until we plug that hole. If we, as a government, want to do something why are we always looking one way, 
we never look at the real problem. All we do is band aid and I do that a lot I you know suture lacerations and I never 
ask them how they really get cut, I just suture it up. But that's not the way we should operate we ?-ask a little bit 
more so what I'm looking at here Mr. Chairman is that the people, the families that we are absolutely ignoring is the 
families that will build this list on a needs basis because what we do here is we don't look at the families that lose their 
homes for some reason or other we just look at the families that are already in the homeless side and why do we never 
support the people that have homes, to maintain their homes is beyond me. So what we need to do is expand your 
programs Mr. Untalan expand your programs or you've got a bigger goal than what you see here and you've got a 
bigger problem than what we have here and I think that's the point that we're going to get and that's the message that 
I'd like to put across. Thank you Mr. Chairman. 



(senator blaz) Thank you very much, Senator Cruz. OK? 

(?) OK for the mortgage revenue bond it's not only, we wanted to demonstrate that there is the supply of affordable 
homes that will meet the Category One, Two and Three but it's also the proceeds can also be used to finance a 
completed home let's say the bank goes ahead and do the interim financing but if they own land and they go through 
the bank for the interim financing, construction financing, then the mortgage revenue bond proceeds can be used to take 
the permanent financing so they own the land. And they are within a very low income and they can, their needs are 
only fifty thousand for that matter to meet what they can show repayment for. Yes, ~ s ,  the mortgage revenue bond 
proceeds can be used and there other programs that will supplement that. 

(senator cruz) Thank you. How many times has this organization Mr. Sablan, your organization jumped in to salvage a 
home that's going to be lost because of one reason or another? 

(mr. sablan) Senator, we're very proud of our record of foreclosure, it's the, out of two thousand I think that we do 
have, for the past thirty years I think we've only foreclosed only eight to ten homes and primarily because of, they 
either, the homes are abandoned. 

(senator cruz) No, I'm not talking about what you have, I'm talking about what you don't have? 

(mr. sablan) The programs that we don't have? 

(senator cruz) No, no, no. 

~- 

(mr. sablan) We do have a . . . 

(senator cruz) I'm talking about the ones that are owned by, or mortgaged by Bank of Guam, First Hawaiian Bank, 
Bank of Hawaii, how many times do you jump in to salvage a family kom losing their homes? 

(mr. sablan) Which one? Oh, no, if the family, you know, there's a criteria that you need to go through, if a, if the 
family has been rejected and submitted an application with Guam Housing and are rejected by the banks we, we're 
there to assist those families and if the, their bank's loan is default and they come over to Guam Housing, if they have 
the income and if they, they meet the three bank rejections I think we should be there to assist them if they have the 
income. But basically because they're in, they're in default primarily because they don't like the income. 

(senator cruz) I understand. All I'm saying is that you're adding to your list but not taking care of looking at this issue 
and if it's not in your scope, maybe it should be. 

(mr. sablan) Yes, we do have a program, Senator, that's called Home Counseling program and that's to assist families 
that are having difficulty meeting their monthly obligations. 

(senator blaz) Thank you very much, Mr. Sablan. One of the other points that, that obviously, a program such as this 
could do, and even though I, you know, I really believe that there's a lot of problems with this legslation as it is 
currently written and certainly we need to, there's a lot of questions that have remained unanswered and we need to do 
whatever we can to get those questions answered for the benefit of everyone here. But basically a program like this and 
is something that would be, would enable young, and homeowner types, young families starting out, people who are, 
who have one or two children maybe three or four, you know, who want to realize their dream of having a home and 
obviously can't do it under regular circumstances, you know, by going to a bank under conventional circumstances, 



going to a conventional institution and getting loans. What we want to do is have Bill 149 be able to achieve a dream 
for all of these, these types of people and that's, and obviously, you know, when you're t akng  about fifty thousand 
dollar homes, you know that, where people can afford a four hundred dollar mortgage, well, what can of a home is that? 
Basically, maybe just a container with one little window and you know, the reality is we want to help families who are 
desperate to own a home, who do not want to go to Section Eight, who want to pay nine hundred dollars a month, who 
want to be able to achieve a dream for themselves and their children and have the pride of ownership. But, you know, 
Bill 149 if that's your intent, then we ought to clean it up. Lou? 

(?) I certainly support the concept here and I do have some questions about the bill itself I'm not going to debate the 
issue about low income and all that I think that's been done. Jim, on page, sony, page seven on section ten of 
subsection four two one four, it's, this provision allows the foreclosure protection fund to be used other than foreclosure 
and I was wondering why that that was added on here because I think this is a very important fund that you should just 
keep for those purposes and then my other question is how much do we have in this fund and how do we replenish the 
fund? 

(mr. sablan) Alright, initially the Legislature appropriated the, I think, a million dollars for this foreclosure protection 
fund. Five Hundred Thousand? Five Hundred Thousand for the CAHAT to secure the mortgages in case it goes into 
default. The reason why we need to tap into this fund is because we, we're right now using our operations fund to 
provide mortgages and this is a fund that we can idsntify to pay for the cost of the issuance and fien, we get 
reimbursement like Senator Pangelinan had mentioned earlier that any income that we can generate fiom the bond will 
go back into the foreclosure protection fund to safeguard this program. 

(senator 1. guerrero) So, so when you use this as a for pledging, for security and you get the monies back, you would 
put those monies back in here again. 

(mr. sablan) That's correct, I fully support Senator Pangelinan's recommendation on that, that regard. 

(senator 1. guerrero) And then, again, what exactly is this, the purpose of this fund, it's to reserve for foreclosures 
right? 

(?) This is, in relation to our CAHAT where we give anon, no-interest down payment assistance and we take a second 
position we are the second mortgagee in the event they default in their first mortgage and we would protect, we will go 
ahead and if we would bid for the first mortgage and pay them off we will take back, sell it another eligible applicant, 
recover that and it goes back into the foreclosure protection fund but that's if, it's in relation to the, our CAHAT 
program where we hold a second mortgage and to protect our second mortgage, our interests, we can then bid should, 
you know, nobody else bid successfully and assume our second position our second mortgage that's where we would 
have to come in and protect our interests as a second mortgagee. 

(senator 1. guerrero) So, to date you have five hundred thousand? 

(?) Still have, we have no need, this is, like I said in relation to our CAHAT and we have not had anywhere . . .. 

(senator 1. guerrero) .... had to use it. 

(?) Right. 



(senator 1. guerrero) And Jim, in this bill also it says that the bonds will be pledged from the revenues that is produced 
£tom the mortgage payments and also other securities and other properties of Guam Housing Corporation. What is 
your total asset then? 

(mr. sablan) The total portfolio we have is approximately thlrty eight million but we're not going to pledge the entire 
. . . 

(senator 1. guerrero) OK. 

(mr. sablan) ... we're only going to pledge the million dollars that they're asking for the cost of issuance so the five 
hundred thousand is what we're recommending that we pledge and also maybe a five hundred thousand dollars of 
portfolio totaling a total o f . .  .. . . 

(senator 1. guerrero) So, maybe we should put something in the bill that would say pledge only the amount that you 
need because I was very concerned about all other properties. 

(mr. sablan) Yes, right 

(senator blaz) Right and you know for the next round table hearing that we have you might want to make sure that 
. . ..Senator Pangelinan? 

(senator pangelinan) I thought that was going to get changed because when we had the hearing last year you know that 
was I guess a concern and I guess we got the same bill back. 

(senator blaz) So we need to take all of these considerations, all of these recommendations and make sure that the bill 
is amended I mean I think we got a lot of ideas h m  a lot of the senators, there's Senator Salas, Senator C m ,  . . . 

(senator 1. guerrero) I just have one more Mr. Chair and I know I'm a guest of your committee but . . .. 

(senator blaz) ....( muffled conversation) . ... can participate fully. 

(senator 1. guerrero) On page ten where it talks about the indentures being presented to the Legislature and approved 
and then it talks about changes or modifications to the indentures does not need to come to the Legislature that it will 
only be approved by the Governor, Guam Housing and the GEDA, I'm not too comfortable with that and if a provision 
was placed that changes would have to come to the Legislature what would that mean in terms of effectuating those 
changes that are needed? 

(?) No, it's just kind of like the incinerator contract again.. .. 

(senator blaz) ..just delete, that old section. 

(mr. sablan) I think we can.. . 

(senator blaz) ..delete it. Yes. (muffled conversation) OK. That's another recommendation for deletion so the 
committee recommends a strong . . ... 

(senator 1. guerrero) Is it OK with you guys? 



(mr. sablan) I'd like to check with the bond counsel again and then get back to you and . . . 

(senator blaz) .... let's just come up with a . . . . . . well, bond counsel will be here at the next ?-, 

(senator 1. guerrero) So, I'll put possible deletion? 

(senator blaz) No. 

(?) Possibly. 

(senator 1. guerrero) Or possible addition of legislative approval? OK. 

(?) Also.. ... is this on? Am I on? 

(senator blaz) Please turn it on. 

(senator 1. guerrero) Thank you Mr. Chair. 

(?) this is one of those mics that require again to be shouted at. Again section two you know if we can just there's 
something there too that says and shall be subject to the general direction of the Governor of Guam, you know what is 
the purpose of the Board of the Guam Housing Corporation and you might as well just eliminate the board and just ask 
the Governor. I t l n k  it's pretty much understood and I don't think that amendment is really necessary as far as section - 

two where it says shall be deemed to be ? government functions and shall be subject to the general 
direction of the Governor of Guam so you know I don't think that section is necessary and I think the board sets 
direction and policy for the agency and in that sense it almost eliminates the responsibility of, the responsibility of the 
board so I think that section should also be looked at to be deleted. Thank you. 

(senator 1. guerrero) Just one more from me. Jim, also on page, actually Ben asked, Ben asked all my questions. On 
page eight in the definition of single family homes, I was wondering why cooperative unit or two, three and four family 
dwellings is included. I'm defining that as apartment buildings. 

(?) No, cooperative building, I think is similar to a condominium. 

(senator 1. guerrero) But you already have condominium unit in here. 

(senator blaz) (spoken in vernacular) "Never mind, just delete cooperative unit". So never mind, just take it out 
..(muffled conversation). 

(senator 1. guerrero) OK, so that's a definite deletion? OK. Thank you Mr. Chair. 

(senator pangelinan) That's a definite deletion. 

(senator blaz) OK, thank you very much I'd like to thank you all Mr. Sablan, Mr. CIUZ, Ms. Guerrero and Mr. Untalan 
for coming today, we will have a second part to all of this when you have the bond counsel and the insurance people 
and all these other people here in a round table discussion that we will have probably within the next two weeks. And 
you have to, we'll coordinate that with you. I'd like to ask Mr. Tony Artero to please go ahead and submit his 



testimony.. ..yes?. . .(muffled conversation). . ..well, see, one of the things I want to make certain of is that before we that 
we will have a lot of the questions that need to be answered answered before we even go in there because I don't know 
that we want to even report Bill 149, I mean, we're being presumptuous in whether or not Bill 149 will actually go on 
the floor I'd much prefer to have a real worlang session with all the members and everybody else OK.? ..(muffled 
conversation) ....y ou're practically a member Senator Pangelinan and Senator Leon Guerrero.. ..(muffled conversation). 
Mr. Artero. 

(mr. artero) Thank you Honorable Chairman Anthony Blaz and honorable members of your Committee on Finance and 
Taxation. I am Tony Artero, a long time taxpayer and resident of Guam. I've been licensed in real estate business on 
Guam since 1977. I opened up Artero Realty in 1985 and I am here as a concerned citizen. I'd like to, before I go into 
my prepared text, I'd like to respond to some of my, what I have heard deliberated earlier. But also comment on the 
fact that we have been practicing this and it's been the status quo, most of the time public hearings are conducted with 
government officials talking to government officials, it's always been government, government. It's very difficult for a 
private individual like myself to abandon his livelihood to come down and offer input to the govemment when the 
government is asking for input from the public. I can honestly say that I tlink I'm the only one here that is not getting 
paid to be here, everybody else is or still on the payroll on pay, paycheck coming at the end of the day. Having said 
that, I'd like to say that I am kind of not altogether prepared to put this in a nice flow but I'll try to give it my best. And 
then I'll go into my text and my prepared statement has an attachment of which the attachment is a claim of interest that 
I and my wife have filed with the Department of Revenue and Taxation. And I hope that your ccinmittee will read all 
this to really get the input from a taxpayer. One that is not receiving any income from the government because I thmk 
that's what the government is all about - to serve the public. The one that starts the money coming in, I understand 
government employees are paying taxes but it's tax money that they are receiving to begin with, OK? Having said that 
I think it's important to note that the government for the most part has a lot of restriction on it's taxpaying citizens, then 
the government goes into business competing with it's taxpayers as what we know being presented here today. It's all 
a venture for the government to do business. We have had GEDA doing business for over thirty years yet look at our 
economic condition today. It's nothing to be proud of. In addition we have the federal rural development which used 
to be farmer's home loan. And of course, we have GHURA, and then we have Guam Housing Corporation yet housing 
affordability problem continues to reach the critical point. In addition, we have the Department of Land Management 
or similarly we have the Department of Land Management and together with the Chamorro Land Trust Commission all 
dealing with land on this very finite land mass that we have on Guam. We have a lot of redundancies is what I'm 
trying to say with all that. And with the govemment both at both levels federal and local are in financial crisis, I think 
we need to retool the government, not retool the economy. Let the economy free and money will come in. I'll mention 
an example here, in the closing of the Naval Air Station, I submitted two proposals that would have accomplished an 
instant revenue increasing the island's gross product right away and some if not all of the issues contained in Bill 149 
being discussed today would have been all short draft but the present administration chose to lodge an allegation 
against me that I was, through the media, that I was in conflict of interest both the Governor and the Lt. Governor failed 
to realized that it's the government of Guam that issues me a real estate license. Now having said all that, if I may, I'd 
like to go ahead with prepared text, you've got time? 

(senator blaz) Yes, Bill 149, you're here to testify on Bill 149, right? 

(mr. artero) Yes, but my testimony with Bill, on Bill 149 is more in the air of taxation in general and your committee is 
concerned with taxation I hope. Alright? 

(senator blaz) In fact, they're all.. 



(mr. artero) Right, I'm the problem of that too. Honorable Chairman and Honorable Members of your committee, 
taxation without representation is the story of my life in this lovely island paradise. My parents and grandparents who 
have gone before us have similarly paid taxes and we have all been denied our economic freedoms to pay more taxes to 
this very day by the authorities of our government at both levels. It is the action, it is action such as this that prevents 
the implementation of a comprehensive and holistic land use plan for sustainable development such as in housing and 
in harmony with the environment. The total disregard to fundamental, the total disregard to the fundamental to life, 
liberty and the pursuit of happiness and the blatant violations of private property rights are the reasons other public 
sewices are reaching crisis proportion. Now if we ignore the fundamentals how could we expect anythmg else to be 
better? No one is seriously doing anyhng to right the wrong but we generally hear plenty of hot air. Democracy in 
Guam in my views is in comatose. Comatose economic condition is the status quo on Guam. We are riddled with 
authoritarian, corrupt and antidemocratic processes. How much longer, how many more generations, how many more 
world wars and other wars must we fight to gain, before we gain our economic freedoms? Why is it that self reliance is 
virtually abolished and dependency in bad government is in? Are we waiting for an uncontrollable civil hsobedience 
before we address the problem? The key players of our government have been notoriously immersed in conflict of 
interests, collusion, breaching civil liberty and governing selectively for vetes. All these can he found in the use of !he 
land on Guam. Not to mention nepotism throughout the government. The additions of the, the actions of the power 
brokers at both levels have been to divide and conquer the working class and that includes even government employees. 
Along with the runaway white collar crime, taxes, fees and even heinous crimes have all increased and murderers are 
running around free. New laws and regulations are self sewing, counter productive and in dispu:ably damaging. The 
conditions in our island community speaks for themselves simply put it is taxation without representation at it's max. 
let me give you a little quote here, quote, nothing is so easy as to deceive oneself for what we wish that we readily 
believe. T h s  is written by a man before Christ was born, Demosthenes is a Greek orator and in my views what we've 
been doing on our nice island paradise through government action, the government believed that the I Tano Ta Land 
Use Plan is, is a plan. My views is that the so called plan is not even a plan certainly not for sustainable development in 
harmony with the environment instead that plan calls for more helter-skelter development. Believe it or not, the 
situation today island-wide offers only short term politically motivated incentives which promise quick return but only 
for a few and in the long run, achieve little. We are not interested in supermarket tourism, we are not interested in 
uncontrollable development that threatens our environment and our tropical paradise image. You want investors that 
are committed to the market not to the investment. Our government must concentrate it's energies on getting the 
fundamentals right. That is the only true way to get sustained growth. The waste disposal contract which was 
mentioned during your deliberation, in my views, in only to enrich certain individuals at the cost of everyone. And 
opening another landfill dump site is no solution either. The hospital, like all the other departments and agencies, they 
are merely vote generating entities. The schools, like private property rights, have become political hot potatoes. Our 
security and safety on our streets, in our businesses and even in our homes, virtually not available but there 's certainly 
wide life refuge for the brown tree snake. In closing, some things however need to be reiterated lest we forget. 
Looking back at where we were before World War 11, Guam was self reliant. Back then, the center of concerns is the 
life of every human being including that of the unborn. Family size was around six or more children without 
governmental assistance in housing, much less food stamps, welfare and grants. Guam, before the war, was well on it's 
way to a sustainable human habitat development for families, businesses and the industries with little or no pollution 
problem to speak of. It is for that reason, we not only set ourselves and although by force nonetheless we also fed the 
Japanese m y  during World War II without a single shipment of imported food and nobody died from starvation. Sgt. 
Yokoi survived an additional twenty five years after the war on Guam also without governmental assistance of any kind 
because no government prevented him from using the land. Ladies and Gentlemen, that confirms that our social 
economic dilemma has e v e m n g  to do with our modem day politics and again 1'11 repeat I have and attached to this 
testimony copy of a claim of interest my wife and I have filed with the Department of Revenue and Taxation on seven 
different properties we sustained heavy damages due to government restriction and I hope some action can be taken 
from Your committee to resolve that so that we can actually prosper not just for the government to prosper in fact the 



government should downsize as the example being given by the federal government downsizing. Now, I'd like to just 
express my thanks for being given the opportunity to say this and maybe one of these days we can have a real biba for 
the Taotao Tano. Thank you. 

(senator blaz) Thank you very much and biba Guam loqui, Mr. Artero. Are there any questions for Mr. Artero? T h a d  
you very much Mr. Artero for coming today and for expressing your views, we certainly are appreciative of them and 
we will see what we can do to take into consideration your concerns regarding your claim of interest. Mr. Sablan, 
thank you, Mr. Untalan.. . 

(mr. sablan) Thank you Mr. Vice Speaker. 



.% . "Market " 
Sales prices: 

Single Family Units Condominiums 

sue median average median average 

1 bedroom $108,000 $ 108,000 
2 bedroom $152,500 $170,000 $ 140,000 $140,000 
3 bedroom $280,000 $203,692 $160,000 $196,43 1 
4 bedroom $477,500 $475,000 $210,000 $225,000 

The median sales price in 1990 was $130,500 
1993: $ 180,000 

1994: $1 92,000 
1995: $ 1  79,500 
1996: $149,000 

The sales activity at various locations throughout the Island in 
1993 include: 

Dededo $ 127,000 
Yigo $ 150,000 
Dededo $ 174,400 
Barrigada $ 178,000 
Chalan Pago $ 185,000 

1994: 25 single family home sales from a low of S 150,000 to a 
high of $500,000: 

1 @, 150,000, 
I@, 200,000, 
2 @ 375,000, 

The average price of all sales was $223,076 
(1) 



1995: 36 single family home sales from a low of $100,000 to a high of 
$ 565,000; These include land and structure: .. , 

1 @ $100,000 2 bdrm Dededo 
1 @ $145,000 2 bdrm Dededo 
3 @ $150,000 
10 ,  $151,000 
2 0, $155,000 
1 6 $156,000 
1 @ $ 160,000 
1 @ $164,000 
1 0, $ 165,000 
1 @, $167,500 
1 @, $ 164,000 
1 @ $170,000 
1 @, $ 175,000 
1 @ % 179,000 
1 @ $180,000 
2 @ $185,000 15 Above $200,000 
1 @ $ 190,000 the average price is $ 231,347 

When including new construction into this figure in which 
the land was not a factor the average cost was still a high 
$ 172,000. 

Through April there were 193 sales with an average sales 
price of % 155,500. The median price is $ 149,000. 



Building permits: 

1990 
1991 
1992 
1993 
1994 
1995 
1996 
Total 

Number 
558 
670 
604 
925 
739 
604 
rn 

4,675 

Total 
% 66,877,884 

106,743,708 
59,174,205 
89,060,889 
97,527,087 
64,936,106 
84,611,159 
Averagc ... 

Average 
$ 119,853 

159,319 
97,970 
96,282 
131,972 
107,510 
147.150 

$ 122,865 

The number of building permits have shown a decline since 1993, 

The average cost per unit over the past 7 years reflects $122,865 

or  $ 128,877 for the past 3 years, up from an average of $118,000 

as the average of the first four. 

I t  should be noted the above figures DO NOT take into 

consideration the cost of land which would account for such high 

sales prices as noted above. 

The noted decline in permits could be attributable to the increase 

in the cost of construction PLUS the higher cost of land. 



THE, " Market " 

The Island wide home ownership is made up of 
16,860 households, 46% the balance, or; 19,798 or 
54% are in the rental market, of these, not including 
the " very low" income class of 5,159. 
Over 14,000 could be potential home owners. 

As Farmers Home Loan caters to the less fortunzte or those in 
the lower income classes this could be a source of home 
owners in the "very low" income class. They initiated 32 loans 
in 1992 and again in 1993 totaling 64 loans or $5,200,000, 
with this there are still over 5,000 in this class who currently 
are not owners. 

1994: 76 loans processed, $8,429,190 

1995: 22 loans processed, S 2,795,900 

(Farmers Home Loan has 1,093 applicants or $38,000,000 
(prior to ,94)) 

It is quite obvious home ownership is not for everyone but 
Guam supports 46% home ownership while the National 
average is about 64% 



Housing Conditions 

As of one survey, Duenas and Associates: 

22% (7,997 households) are paying excessive costs, in excess of 
40% of income 

12% (4,323) have houses that are physically inadequate, 54% of 
these are renters. 

14% (5,123) are in households that are over crowded. 

28% (10,246) of all families with 7+ members live in inadequate 
housing, the percentage is even higher involving households with 
3 to 4 members. 



"Housing Activity" 
Home construction: 

700 units were built annually during the go's, 

2,757 units or an average of 689 units were built annually during 

the years 1990 through 1993, 

1994: 739 units 

1995: 604 units 

1996: 575 units 

686 units are anticipated to be required annually through 1997 and 

1998 plus the Astumbo, Dededo Sub-division, As-lucas and 

Asan sub-divisions an area covering approximately 1,000 building 

lots not to mention the 5500 applicants of the Chamorru Land 

Trust. 

The number of homes needed by income group: 

Low 267 

Moderate 840 

High 427 

Very High 1,849 

(6) 



Population: 

Number of housebolds: 

1990 31,418 

1993 36,658 

1994 36,715 

1995 37,302 

1998 42,104 ( projected at 3% per year) 



Household Income: 

Average income in 1985 $22,265 

Average income in 1989 $ 32,085 

Average income in 1993 % 49,650 

Average income in 1994 % 53,400 

Expected to continue to grow moderately at 7.5% annually 



Income groups by household: 
, , 

Very low 20% of households less than 50% of median income 

Low 19% of households 50% to 80% of median income 

Moderate 23% of households 80% to 120% of median income 

High 12% of households 120% to 150% of median income 

Very High 27% of households 150% and higher 



Affordability : 

by income group: 

Low at: 80% of Median equates to an annual income of $39,700, 

Moderate at 90% of Median equates to an annual income of $44,700 

Moderate at 100% of Median equates to an annual income of $49,650 

Moderate at 110% of Median equates to an annual income of $54,500 

Moderate at 120% of Median equates to an annual income of $59,600 

High at 130% of Median equates to an annual income of $64,550 

High at 140 % of Median equates to an annual income of $69,500 

Kgh at 150 % of Median equates to an annual income of $74,500 

As of this publication the affordability gap is at approximately $ 28,000,000 
and at the projected rates it will grow to a maximum of $98,000,000 or 
$8,000 per household. 



Affordability defined: 

based on Median rather than Average income levels 

Income group 50% and below Median (14,000 households) 
with income of $17,200 could purchase a % 45,000 house with 
a payment of $47 1, 

Income group at 80 % to Median (8,400 households) with 
income of $27,300 could purchase a % 75,000 with a payment 
of $743, 

Income group at Median to 120% with income at $34,200 
could purchase a % 95,000 house with a monthly payment of 
$935, 

Income group at 120% to 150% of Median 
(2,000 households) with an income $41,040 could purchase a 

house at % 115,000 with a payment of $1,127, 

Income group at 150% + of Median with an income of 
$51,300 could purchase a house at % 142,500 with a payment 
of $ 1,390. 



Employment 

Report: 

June '96 (DOL) 

"Employment Highlights 

Employment in the private sector showed a moderate but significant growth 

over the latest one year period on Guam. From June 1995 to June 1996 it 

increased by 1,730 jobs, a 3.8 percent increase. The increase is notable as it 

is the largest annual increase since the reductions which began in 1992 and 

subsequent period of relative stability. Furthermore, total employment 

increased during this period with private gains that more than offset the 4 10 

Federal Government job cuts during the year. 

While construction continued to experience reductions, 470 over the year, 

significant gains were realized in tourism related industries including Public 

Utilities and Transportation (670), Retail Trade (400) and Senices (930). 



Government of Guam employment was virtually unchanged over the last 

year. The us& seasonal June reduction in the Government of Guam job 

count did not occur this year. This was due to the summer youth jobs program 

which began earlier than usual and being included in the June job count and 

a smaller than usual seasonal reduction in educational personnel receiving pay 

during the summer months." 

Sources of information: 

Housing Survey of 1993; Duenas and Associates 

Guam Economic Development Authority 

Multiple Listing Service 

Department of Land Management 

Public Works Department 

Department of Housing and Urban Development 

Department of Labor 

Fa&.- && , 
CTjile E. Beaver 
2 



L 3A ESTATES 
Estimated Cost of Project 

EXHIBIT A 

399 units 
1 unit (model house) 

'Ofl-site 
(Government to provide 
funding as per P.L. 20-225.) 

TOTAL 

ESTIMATED PRICE 
Per Unit 

- -- - - - -- . . . -- - -- 
ATEGOR BUILDING NO. OF [GROSS LIVING SELLING TOTAL 

UNITS ~ R E A  (SQ. FT.) PRICE 1 

~ ~ . ~ - .. ~. ~ ~ - 

Detached . 
~ ~ 

1 ~~ ~ - 1,322 3 - . .  -~ 2 ~ 124,764.10. 124,764.10~ 
- -- -. .- -. - . . 24 25 - i,4 1.380 OO..- . 3 - ---- ~ ~ 2 .. -- 128.510.15 ..-~. 3,084.243.60 . 
~~ ~ ~ -. 4 2 130,071 .OO 3,251 !775.00 

~ - ~ . 50 

Total Units 400 45,754,711.30 



LADAESTATES 
Estimated Cost of Project 

EXHIBIT B 

399 units $35,871,000.00 
1 unit (model house) 99.900.00 $35,970,900.00 

TOTAL $47,470,900.00 

ESTIMATED PRICE 
Per Unit 

I Quadplex 60 1,080 - -. 3 2 - - -- -- - $108.583.27 $6,514,996.20 
60 . . .  4 . 2 ........ 1,200 - -- . .  117,324.04 7.039.442.46 
120 . ............. 

CATEGORY 

. - . ~ 

I1 Qgadplex .. . . 100 1.280 3 2 123,151.22 12,315,122.00 
1 00 li300 

. .. 4 2 124.608.02 12,460,802.00 
200 

~. 
- --- ~ .. . . . . . . . . . .  

~~ . ~ - .~~ 

Total Units 

UNITS AREA (SQ. FT.) BEDROOMS BATHROOMS PRICE 
BUILDING I NO. OF GROSS LIVING NO. OF NO. OF SELLING 

-- 
TOTAL , 



Mortgage Revenue Bond Issue 
OVERVIEW 

Guam's Home Ownership Ratio 
Barriers to Home Ownership 

MRB Target Market 
Lada Estates 
Benefits of Issuance 

Bond Issuance Process 
Estimated Monthly Payments & Closing Costs 

Estimated Cost Differential 
Cost of Issuance (Estimated) 
Cost of Issuance (Breakdown) 



Mortgage Revenue Bond Issue 
FINANCING TEAM MEMBERS 

GEDA -Facilitates the bond issue 

Guam Housing Corporation 
Administers housing and insurance program 

Financial Advisor - Alex. Brown, Inc 
Advises GEDA on Credit, Legal and Bond structures as well as 
assures competitive pricing of bonds. 

Underwriter - Smith Barney 
Structures and Sells bond issue, accesses both retail and institutional 
investors to $ell bonds at lowest possible rates, computes various cash 
flow "stress" scenarios for Rating Agencies 

Bond Counsel - Orrick, lierrington & Sutcliffc 

Creates Bond Documents, assures all tax and bond covenants are met. 

Mortgage Insurance - CMAC 

Provides Primary Mortgage Insurance for Homeowners 

Mortgage Securitization - FllLMC ('LAAA" Rated) 

Swaps mortages for Mortgage Backed Securities to Provide Credit 
Enhancement 

Rating Agencies -Standard & Poors andlor Moody's 

Reviews legal and financial structure of transaction and assigns a bond rating to the issue. 

Trustee - To Be Determined 

Manages the cashflow and flow of funds pursuant to the bond indenture. 



Mortgage Revenue Bond Issue 
GUAM'S HOUSING MARKET 

Based on a study completed by GHC, an estimated 9,600 island households meet the first time 
homebuyer eligibility requirement; 

Nearly 3,000 of these households are currently seeking to purchase a new home; 

Over 50% of these households have annual incomes between $20,000 to $50,000; - o ~ ~ 4 - & o ~ ~ "  
0 k b i r h s ; k k  ~ ~ - ~ , ~ %  

Island incomes are predicted to increas 1998; 

Household growth is expected to be 3% annually through 1998; 

Housing prices will increase in line with income growth. 

(Guam Housing Corporation) 

GEDAIGHC 3 
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Mortgage Revenue Bond Issue 
CHALLENGES TO HOME OWNERSHIP 

In 1994, the Urban Land Institute (ULI) conducted a study on the housing 

needs of Guam. ULI determined that: 

Affordability is the biggest problem facing Guam's households, with 
about 22% or 7,997 households paying excessive costs; 

An estimated 12% or 4,323 of Guam's households live in housing that is 

severely physically inadequate and 14% or 5,123 are overcroweded; 

Very low income households, particularly renters, are the most likely to 
have an affordability problem. 85% of such households faced housing 
affordability problems in 1993. 

(Guam Housing Corporation) 



- - 

Mortgage Revenue Bond Issue 
GUAM'S HOMEOWNERSHIP RATIO 

Guam's housing tenure ratio is characterized by a minority of owner 
occupied units to renter occupied dwelling units. 

The current national average is 65% owners to 35% renters. 

Guam's housing average is 46% owners to 54% renters. 

GHC's and GEDA's goal is to increase the number of owner occupied 
residences which will benefit the homeowner by providing pride of 
ownership to families, establish equity for the future and stimulate the 
island's economy. 

(Guam Housing Corporation) 



- -- - - 

Mortgage Revenue Bond Issue 
BARRIERS TO HOMEOWNERSHIP 

At present time there is not a viable supply of affordable housing on the 
island. 

There are 4 primary obstacles to owning a home on Guam: 

1. Land is costly and limited in availability. 
2. Construction costs are very high 
3. Conventional mortgage Interest rates result in significant monthly 
payments 
4. Insurance costs (when available) are very high. 

To address the acute need for quality affordable housing, GHC plans to 
issue $50M in Single Family Mortgages with the assistance of local banks. 

(Guam Housing Corporation) 



-- 

Mortgage Revenue Bond Issue 
MRB TARGET MARl(ET 

Low to Moderate Income 

1 15% of area median income 
(Convefitional Mortgage; 30-year, 

Fixed Rate) 
First Time Homebuyer 

Principal Residence of Homeowner 

Bond proceeds will be available for housing all oIrer Guam although given 
the severe shortage of affordable units, the bulk of the mortgages are 
expected to be made to buyers of Lada Estates property 



Mortgage Revenue Bond Issue 
LADA ESTATES 

*Turn Key Project; 4 or 5 Phases 

*Lads Estates Project consists of approximately 400 homes sitting on 46.6 acres of raw 

land owned by GHC 
/&s f  u # / /  *Land value is $7.5M; construction costs is expected to be $50M d l~c .3 ,  7 p  + 

*Construction of Lada Estates will not be funded by MRB 
/ 

-1nfiastructure part of development. 
*Prices: Approximately $100,000 (3 Bed; 2 Bath) or 

$145,000 (4 Bed; 2 Bath) 

*Homeowner will purchase both home and lot 



Mortgage Revenue Bond Issue 
BENEFITS OF ISSUANCE 

. Homeowner Benefits 

- Affordable Home with 

- Lower Monthly Payments 
- Pride in Homeownership 

- Lower Down Payment Mtge. Insurance 

- 

Vision 2001 - Affordable Housing 

- Promote Private Development of 
Affordable Housing Programs 

- Completion of Lada Estates Affordable Housing Project. 

Successhl model of housing development 
- Increase in homeownership 

Lending Institutions 

- Origination and servicing fees 
- Community Reinvestment Act (CRA) Credit 

- Increased Loan Activity 



Mortgage Revenue Bond Issue 
BOND ISSUANCE PROCESS 

r-----l 

2. I 
3. Lenders originate mortgages and 
lend to qualified mortgagors 

4. Homeowner will use for either Lada 
Estates or bank program 

Bondholders 1. Bond proceeds go from 
bondholders (thru underwriter) to 
Trustee 

Lada Estates 

Trustee 

Other Single Family Housing 

2. Proceeds in the Program Fund 
go to participating lenders in GHC 

- 

Programs 

GEDAIGHC 1 0  

MRB Program. 



BOND ISSUANCE PROCESS 
Mortgage Revenue Bond Issue 

Local Lending Institutions 
(Banks, S&L, Mortgage Lenders) 

Federal Home Loan Mortgage Corp. Trustee 
- - -- - - - "Freddie Mac" 

A - - - -- - - -- - ,1111111 -- - - -- - - 

(Local Financial Institution) 

(Master Servicer) 

5. Homeowner 6. Lenders pool mortgages 7. Freddie Mac "securitizes" 8. Trustee on behalf of 
pays mortgage who send to a "Master mortgages aka Mortgage GHC purchases these 
to lender Servicer" who then Backed Securities. Freddie Mac MBS whose 

forwards to Freddie Mac repayment backs the bonds 



Mortgage Revenue Bond Issue 
Estimated Monthly Payments & Closine Costs 

$100,000 Sales Price 

wMRB 

Financing ( a 3 0  yrs.) 95,000 

Downpaymerit 5,000 

Interest Rate 8.00% 

Points - 2.50% 2,375 

Monthly Payment 
Principal & Interest (P&I) 697.08 
Insurance 79.96 

Tax 27.71 

Private Mort. Insurance (PMI) 59.38 

Total $864.13 

W/O MRB 

80,000 

20,000 

9.00% 

2,000 



Mortgage Revenue Bond Issue 
Estimated Cost Differential 

Downpayment 

Points - 2.50% 
Appraisal Cost 
Prepaid Interest (30 days) 

Recording 
Title 
Est. PMI (2 months) 
Est. Tax & Int. (2 mos.) 

Total 

Annual Percentage Rate (APR) 8.34% 

W/O MRB 



COST OF ISSUANCE (Estimated) 
Mortgage Revenue Bond Issue 

A. Underwriter's Fee 
Initial Issuance 

Wemarketing 

B. Cost of Issuance 



Mortgage Revenue Bond Issue 
COST OF ISSUANCE (Breakdown) 

Printing 
Bond Counsel 
Rating Agency 
Miscellaneous (Reimbursement 
Administrative Fees) 
Auditors 
Trustee 
Transcripts 
GEDAIFinancial Advisor 

Total 





LADA ESTATES 
Affordable Housing Project 

Guam Housing Corporation 
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Lada's Target Market 
An explanation of the "Gap Group" 
* The purchase of Lada Estates homes are targeted for that portion of the 

popdation we refer to as "Gap Group" families. 
~lr Specifically, a family in the Gap Group typically earns an income which 

positions them above quaIification for the established assistance of local and/or 
federal housing programs (Section 8, CHURA LIPH, etc.) YETin the same 
instance, they are unable to seek home financing through conventional lenders 
(banks, mortgage companies, etc. .) because of that same income. 
In essence, these families are in the middle (the Gap) that make too much money 
to get help from any Government subsidized program but still not making 
enough of an income to qualify for a 1oa11 large enough to purchase a home 
through conventional means. 



I t  . . 
3 m . , 
U 

> 

~ligibility Criteria 
6 
2 
I 

(as established under P. L. 20-225) 
-2 

- 0 

I 

& a 
* Meet the definition of "family", that is, 

0 

U 

5 'n 
married persons or single persons with 

8' 
5 

dependents 
i 
0 

. - U.S. Citizens or Permanent Resident Aliens 3 
C3 * . . - - . - a A minimum of five (5) consecutive years' 
r. 
43 

In Guam residencv J 

* First time homeowner 
* No interest in residential real property for at 

least three (3) years 



-U . . 

z 
ti Income Categorization 

* The units shall be allocated to families on the following basis: 
Category 1 

30% to families whose incomes are up to 100 % of 
median income for Guam 

Category 2 
2)  50% to families whose incomes are between 100% and 
130% of median income for Guam 

Category 3 
,) 20% to families whose incomes are between 130% and 
150% of median income for Guam. 

r - 
Yote: The determination of median income is based on those established for Guam by the 
U.S. Department of Housing and Urban Development (HUD.) ,. 



Unit Allocations 

* A total of 400 units 
Category 1 

)> 120 homes 
* Quadplex design 

Category 2 
> 200 homes 

* Quadplex design 

Category 3 
80 homes 

0 A mix of Duplex and Fcategory 3 
Single Family 
Detached designs 





The Lada Lottery 

e F.L. 20-225 provides for. 
GIIC to establish a lottery 

. process in order to prioritize 
eligible and qualified 
applicants for the purchase 
of Lada homes. 

a Lottery procedures were 
established as part of the 
I.ada Rules and Regulations 
and accepted under the 
provisions of the Admin. 
Adjudication Law (Dec. 
1996.) 

(1994) - GHC accepted over 1OOO pre- 
registration applications for Lada 
Estates. 

* (1995) - GHC conducted preliminary 
prequalification interviews with this 
pool of pre-registrants after which 
over 800 were deemed to have met the 
basic income eligibility criteria. 

* (1997) - A number of pre-registrants 
no longer qualify due to some 
significant change in their status. The 
reasons are varied and include pre- 
registrants who have since acquired 
property, new disclosure of land and 
home ownership by some pre- 
registrants on and off-island (usuallv 
the Philippines), and in a few cases, 
the death of an elderly applicant. 



4 

>t  . . 
Icl 

3 a 
U STATUS 

Presen f-day Application Solicitation 
GZ-IC opened for new Lada 
applications on May 05,1997 
and will continue to accept 
applications untiI the close of 
business June 20,1997. 
At this same time, prior 
registrants are also advised to 
return to GHC and renew their 
documents to remain Lada 
participants. 

New applicants 1997 
- As of May 16,1997 (two 

weeks after opening Lada 
for new applicants), GHC 
has accepted 99 new 
applications. 

Lada Pre-regis tran ts 

- As of May 16,1997, GHC 
has received 148 
applications from the 
original pre-registrant p l  . 
Greater response is 
expected during the 
ex tension period &rough 
June 20,1997. 



Lada Pre-Regis tran t 
Demographic ~ a t a  

* Residential disposition of pre- Family Size 
registrants Avg. Mode 

Northern-77% Category 1 - 3.4 4 
Central - 18% Categorv 2 - 3.3 

.) 3 
Southern- 5% Category 3 - 3.4 3 

a Disposition of pre-registrants by r ~ v ~ .  ~ ~ ~ ~ ~ h ~ l d  Income 
income category Avg. Median* 

Category 1 - 77% Cat. 1 - $31,265 / $31,257 
Category 2 - 17% Cat. 2 - $51,435 / $50,628 
Category 3 - 6% Cat. 3 - $63,566 / $62,449 

* Donotes the actual median income lcvcl of the category (not the HUD median income level. 
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Design and Development 
Unit Sale Price 

s Unit SaIe Price Elements 
(under P.L. 20-225) 
- Theunits will be sold at cost plus two 

percent (2%), and 'l'hree Dollars (53) per 
squarc meter for the house lot. 

- Costs shall include but are not limited to 
all costs asociated with the design, onsite 
infrastructure, construction, financing, 
sale and project management uf the 
devclopmcnt. (See note below.) 

- Il~e hvo percent (2%) in excess of the costs 
shall be retained by GHC for thc payment 
of expemw it will incur during the 
constraction and monitoring of the 
project. 

* Total Project Cost ($MM) 
(assumes the passage of proposed 
amendment to incl. off-site infrastructure 
develpment costs.) 

-- Bldgs 35.90 
-- Land .72 

- On-site 8.00 
- Off-site 3.50 

- -  TotaI 48.12 

Note: Bill 149 includes a provision to allow GHC to include the cost of off-site infrastructure de\,elnpment as another 
elcment of thc unit price. Originally under P.L. 20-225, the cost of off-site i n f ~ ~ ~ r u c t w e  development wvas to be borne 
by the Government of Guam and not the L d a  buyer. 



Design and Development 
How rnuclt will a unit cost? 

Unit Description Unit Pricing 
* Category 1 Category 1 

- Quadplex units -- $110,300 to $119,100 
1080sf to 1200sf living area 

Category 2 cr, Category 2 
- Quadplex units -- $124,900 to $126,400 

1280sf to 1300sf living area 

e Category 3 
-. Duplex units 

* Category 3 

1380sf to 11.JOOsf living area -- Duplex 
I 

- Detached units - $139,400 to $140,900 
>. 1322sf to 1400sf living area - Detached 

.- $I 35,600 to $140,900 

Note: Lada units are all of a 3- and 4- bedrood 2 bath design. 1 
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STATUS 
c- < 
.1 The Bidding Process 
2 I 

3 
9 
Ll B (Dec1996) 
r - 
.n 

Initial Invitation to Bid 
-I 
3 x 

- Of the 27 bid packcts purchased, only two - 
2 were returned, both ot which w a e  

6 summarily rejected for failure to comply 
with bid bonding requirements. 

3 
05 
rl. 

4 - a (May 1997) 
C 
,n Tnvi ta tion to Re-Bid 
tn - GHC Q DPW have re-opened the bidding 
LI process as of three weeks ago (Mav 5.) 

7 he prc-bid conference with bidders is 
scheduled for June 20,1997 Uosing rlak 
for the bid is now scheduled for July 10, 
1%'. 



'~661 ' anoqe ao uo Lmdao3 islu,~, hoqsodaa arlI, 03 hwqap  aoj a1qept.e aq 1 1 ~  spuog aqa a s q ~  paadxa  
a ' c o p p 3  'WI&UV so? '.pyq ~ ~ . I O M E ~  g aqBuqpj 'lasunoa naqa i(q sra%uwapun aqa aoj uodn p a w d  

aq nw w-aern @a[ ~ a 3  .[asuno3 Puoa %:ruom3 '0JFC)usad ues 'aUwnS q uo%-aH '7390 Lq 4q&a[ 
nay? JO p~oadda  aqloq 13aCqns ' awpaapun arl, rlq ~ A I - a  J! pus se 'uaqm pansm aq lpn spuog a u  

'uoqwoju! l ~ O ! ? ! m m  4 SX~UVN J 'DS 
.spuos -1 'uo /sarau!jo do pula oy1 do $'Ko$imis!p do drys 

-aaumo ayg o, p a m p  sa3uanbasuo~ mt a y f o  duo Bu!prnB;u uo~u~do  ou sassar&a 
?*no puog 'arsl -Qi-Pm . .PW?4W40 

-d,L?l U p r r p l ~ 0 1 ~ d w - V -  nl, w - 7 w  'sa'uasv 
p n m o 3 l " w .  4 0 ) 1 ~ ~ 1 n n 4 ~ 0 Y ~ u o ~ l ~ ~ ~ ~ ~ o r q o l s  w n  w / o  &wZ- L= 4 ~ a ~ P ~ = = = - - - n ~ n n y I ~  

n n ~ ~ m r - l ~ ~ p a j ~ ~ o / ~ ~ v a a J c n . p u o a - u o - ! * -  
- ~ Y c Y ~ ~ ' ~ ~ ~ ~ ~ ~ ~ - ~ ~ D ~ ~ ' ~  

* r e ~ 4 o  MIOVD = YOdn pra) ' ( ~ ~ " 0 3  m 3  d m  # . w s  'P wawoa %7+04o w + o  nl, UI 

'U'aJarl , , r n 9 O X d  T =S WV,, aqa) w m o w  apo3 -9 aqz 30 n ap! JO P aaadeq3 
4 3usnsmd suoran?:aeu! Buqual p a p a n  i q  iqsraIvSuom alqpla 07 apsm & ~ S u o u ~  amoq 30 qoofAq pay~sq aq 

B U  .(,,=1Vl!rrWBS 3J'J7H&) ~or?~. lhdl03  -7-10YU UeO? aW0H @lapaJ aq3.Q ~ W ~ W U I  pU8 
OI se u e d  ea~aurwas paqas a2vSuoa 'pa~~rpom Lllnj S q q a m d  Aq uot1aado3 

a q G r ~  aqa uql, aupuemj a a o  e ul &*a 01 c ( , , m m u q 3 )  
JwSnJl8e DUZ uo11~zo&o? Bmsnov am u-mo a m  20 ', sinmmnnr arr, ,  ,car rn , r -  >---..---r-,, -7.1 *UYL 3- 
se p e p  'amiuapq a s n a ~  B OI i&iqnd '1 uonaa&03 2u;kofi. eqal man3 JO hoarual, aqa JO ma1 aqa JO anvrn 
rlq pue aapun 2unsrra pue pazme%o . n w o & o ~  dpoq arlqnd pnansuoa Lpp E .uon-dao&o3 B m m o ~  m g  aqa Aq 
pan= Bmaq am spuog e u  maaq paqu~sap se '&unaam a loud uosdmapaa OI wrqns ars spuoa a u  

.spuoa ay? jo araumo ppgauaq aqa 4 luaolaamqqp quanbasqns aoj sausdt~trred qt 4 a u a d ~ d  
vans a ~ a a  [IF mnz t~! rpnl~ 'aarnmou 611 lo  3~,a 01 w s n a ~  aqa Lq pmd aq n+ spuog aqa uo 2saaaam pus 30 
lsdpuud ,;ma2sKs Aluo &zu3-yoo S m o g  m. "S .blue UUOJ rCnubyccq ul paseq~and aq AEIU spuog aqq u1 
sawmu! d~ iqaurag  .spuw aqq jo %aydap  sapunJas se nw 3 L a  .(,3Aa,,) qaoA r*LaN q1oA aaN ' r l d m o 3  
1 m L  d t ~ l ~ s o d a a  aq& JO aa-ou se "03 g apa3 JO amsu aqa UI p a s ! 2 a a  aq ~ l p g q  1 p i  pue 'Lpo UUOJ pb1Waa  
L m  ~n paaaA:[ap aq l p i  spuoa a q ~ ,  2661 'I aaqm-a uo fduyuamoa '(,,WE auauule isaaa?urU us qasa) 
1 aaqm-a pue T aunp T e a  uo a l q ~ ~ e  aq 11p spuog aq2 uo a-aau~ .jwaqa al 9 q n m  pda7q due ao aunoars 
adpuud  000'9$ JO s u o r a ~ ~ ~ o u a p  ur spuoq paaaadaa A11nj " pa- aq 11% (,,spuog. aqa) v muas  ~ 6 6 1  (=eSard 
eanunJaS p a p e g - W u o ~ )  spuog anuanq a 2 v S u o ~  L p m j  algu~s uoqeahdlo3 S u t s n o ~  mf) artI, 



[aaroa o?] 

~ s n m  

[aaroa 071 



NO dealer, broker, salesman or other person has been authorized by the Housing 
Corpomtion or the Underwriters to give any information or to make any representation with 
respect to the Bonds, other than as contained in this Oficial Statement, and i f  given or made, 
such other information or representations must not be relied upon as having been authorized 
by the Underwriters. Thus Official Statement does not constitute an offer to sell or a solicitation 
of an offer to buy, nor shall there be any sale of the Bonds by any person, in  any jurisdiction in  
which it is unlawfil for such person to make such offer, solicitation or sale. 

The information set forth herein has been obtained from sources which are believed to 
be reliable but is not guamnteed as to accumcy or completeness and is not to be construed as 
a representation by the Underwriters. The information and expressions of opinion herein are 
subject to change without notice, and neither the deliuery of this Oficial Statement nor any sale 
made hereunder shall under any circumstances create any implication that there has been no 
change i n  the information or opinions set forth herein after the date of this OfFcial Statement. 

THE BONDS ARE EXEMPT FROM REGISTRATION WITH THE SECURITIES AND 
EXCHANGE COMMISSION AND CONSEQUENTLY HA- NOT BEEN REGISTERED 
THEREWITH. THE REGISTRATION. QUALIFICATION OR EXEMPTION OF THE BONDS 
IN ACCORDANCE WITH A P P L I C ~ L E  SECURITIES LAW PROVISIONS OF AN.i 
JURISDICTION IN WHICH THESE SECURITIES HAVE BEEN REGISTERED, QUALIFIED 
OR EXEMPTED SHOULD NOT BE REGARDED AS A RECOMMENDATION THEREOF. 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY 
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE 
MARKET PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT PREVAIL 
IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE 
DISCONTINUED AT ANY TIME. 
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GUAM HOUSING CORPORATION 

Single Family Mortgage Revenue Bonds 
(Mortgage-Backed Securities Program) 

1997 Series A 

INTRODUCTION 

This Official Statement, including the cover pages and appendices hereto, sets forth 
certain information relating to the issuance by the Guam Housing Corporation (the "Housing 
Corporation") of its Single Family Mortgage Revenue Bonds (Mortgage-Backed Securities 
Program), 1997 Series A (the "Bonds"), which are being issued to provide funds to engage in 
a home financing program within the geographic boundaries of the Housing Corporation by 
purchasing fully modified, mortgage-backed securities guaranteed as to timely payment of 
principal and interest by the Federal Home Loan Mortgage Corporation ("FHLMC Security" 
or "Mortgage-Backed Security"). The Mortgage-Backed Securities will be backed by pools of 
home mortgages (the "Home Mortgages") made to eligible mortgagors by qualified lending 
institutions ("Lending Institutions") pursuant Chapter 4 of Title 12 of the Guam Code 
Annotated (the "Act"). Each Home Mortgage shall be secured by a mortgage creating a lien on 
the home. In addition, each Home Mortgage shall be insured by the Federal Housing 
Administration ("FHA"); be guaranteed by the Department of Veterans Affairs of tne United 
States of America ('IJA"); or be insured under a policy of private mcxtgage guaranty insurance 
issued by a private mortgage insurer acceptable to the FHLMC. See "THE PROGRAM" herein. 

The Housing Corporation, a duly constituted public body corporate, organized and 
existing under and by virtue of the laws of the Territory of Guam, was created to promote the 
general welfare of the inhabitants of Guam and is authorized to engage in low and moderate 
income housing activities. Drief description of GEDA] 

The Bonds are being issued pursuant to the Act and a Trust Indenture, dated as of 
, 1997 (the "Indenture"), by and between the Housing Corporation 
and , as trustee (the "Trustee"). The Bonds represent the first series of 
bonds which mll be issued under the Indenture. Additional series of bonds may be issued 
under the Indenture. If issued, such additional series of bonds are to be payable from and 
secured by the Revenues pledged under the Indenture on a parity with the Bonds. The 
issua~ce of additional series of bonds is subject to certain conditions, including a Cash Flow 
Statement, Bond Counsel opinion and a Rating Agency Certificate that such additional series 
of bonds will not bear a rating l o ~ e r  than the rating assigned by the Kating Agency to 
outstanding series of bonds. See "THE BONDS" herein. 

The Bonds maturing on or after , 20- are subject to redemption prior to 
maturity a t  the option of the Housing Corporation from any source of available funds. See 
"THE BONDS - Optional Redemption" herein. The Bonds maturing on , 20- and 
, 20- are subject to mandatory redemption prior to maturity from sinking fund 
installments in amounts sufficient to redeem specified principal amounts of such Bonds on 
specified dates. See "THE BONDS - Sinking Fund Redemptions" herein. The Bonds are also 
subject to mandatory redemption prior to maturity as a whole or in part as a result of amounts 
not having been used to acquire Mortgage-Backed Securities, prepayments on the Home 
Mortgages, excess revenues, and amounts available in the Redemption Fund under certain 
other circumstances. See "THE BONDS - Special Mandatory Redemption" herein. 

Risks associated with the purchase of the Bonds, including the ability of the Housing 
Corporation to pay principal of and interest on the Bonds, may be impacted by many factors 
including, but not limited to: receipt of sufficient and timely payments of principal of and 



interest on the Mortgage-Backed Securities and the investment or reinvestment of moneys held 
under the Indenture; acquisition by the Trustee of a minimum aggregate amount of Mortgaged- 
Backed Securities bearing interest a t  a specified rate per annum, backed by an appropriate 
amount of Home Mortgage loans a t  a specified rate per annum and term of years; investment 
of certain funds under the Indenture in certain investment agreements; receipt of timely and 
sufficient payments in accordance with the investment agreements; and prepayment of Home 
Mortgages a t  a rate different from that assumed by the Housing Corporation. See 
"STRUCTURE ASSUMPTIONS AND BONDHOLDERS' RISKS" herein. 

THE BONDS ARE LIMITED OBLIGATIONS OF THE HOUSING CORPORATION 
PAYABLE SOLELY FROM REVENUES AND ANY OTHER ASSETS PLEDGED UNDER 
THE INDENTURE. NEITHER THE FAITH AND CREDIT NOR TAXING POWER OF THE 
TERRITORY OF GUAM, OR ANY POLITICAL SUBDMSION THEREOF, OR THE UNITED 
STATES OF AMERICA, OR ANY AGENCY THEREOF, IS PLEDGED TO THE PAYMENT 
OF THE PRINCIPAL OF OR THE INTEREST ON THE BONDS. THE HOUSING 
CORPORATION HAS NO TAXING AUTHORITY. THE BONDS ARE NOT A DEBT OR 
OBLIGATION OF THE UNITED STATES OF AMERICA OR THE TERRITORY OF GUAM 
OR THE! FEDERAL HOME LOAN MORTGAGE CORPORATION. THE TERRITORY OF 
GUAM IS NOT LIABLE FOR THE PAYMENT OF THE BONDS. 

All descriptions of the Bonds and the summary of certain provisions of the Indenture 
and other documents herein are qualified in their entirety by reference to the indenture. 
Copies of the Indenture and other documents described herein are available 
See "SUMMARY OF PRINCIPAL DOCUMENTS--DEFINITIONS" for capitalized terms used 
herein and not otherwise defined herein. 

THE ACT 

The Act is set forth a t  Chapter 4 of Title 12 of the Guam Code Annotated. It 
authorizes the Housing Corporation to make, purchase and make commitments to purchase, 
and take assignments from Lending Institutions of, home mortgages and mortgage-backed 
securities, under terms and conditions specified by the Housing Corporation. The Act also 
authorizes the Housing Corporation to borrow funds for any of its corporate purposes by the 
issuance, from time to time, of bonds under such terms and conditions as the Housing 
Corporation may prescribe and to pledge and assign revenues and other property of the 
Housing Corporation to the repayment of such bonds. [Further description of Act will be 
developed upon passage of pending legislation.] 

Bonds issued under the Act are limited obligations of the Housing Corporation. The 
Housing Corporation has no taxing power. 

THE HOUSING CORPORATION 

The Housing Corporation is a duly constituted public body corporate, organized and 
existing under and by virtue of the laws of the Territory of Guam. The Housing Corporation 
was created in order to promote the general welfare of the inhabitants of the Territory of 
Guam. 

The Housing Corporation is authorized to engage in various activities, including the 
promotion of investment of private capital in low and moderate income residential housing in 
Guam; engaging in land-use planningfor residential housing purposes to the end that the most 
economic and socially beneficial use may be made of land; and encouraging and engaging in low 
and moderate income housing activities, including the development of residential subdivisions, 



construction of housing for rental or resale, and making loans to any person for the purchase, 
construction, improvement or repair of a home. 

The current officers and Board members of the Housing Corporation are as follows: 
Describe governing body, oficers and staffing. Provide summary of Housing Corporation 
activities to date. Include address and phone number of Housing Corporation.] 

TRE BONDS 

General 

The Bonds will mature on the dates and in the amounts, and will bear interest from 
their date a t  the rates, shown on the cover page of this Official Statement. The Bonds will be 
issued only in fully registered form in denominations of $5,000 or integral multiples thereof. 

Interest on the Bonds will be paid on June 1 and December 1 (each an "Interest 
Payment Date"), commencing on December 1, 1997. Interest cn and principal of the Bonds is 
payable by the Trustee to Cede & Co., as registered owner and nominee for DTC, by wire 
transfer in accordance with the terms of letters of representations from both the Housing 
Corporation and the Trustee to DTC. DTC will receive payments on the Bonds from the 
Trustee and remit such payments to DTC Participants for subsequent disbursement to 
Beneficial Owners. See "THE BONDS--Book-Entry-Only System." 

Additional Bonds 

The Housing Corporation may issue additional bonds ("Additional Bonds") upon the 
terms and conditions set forth in the Indenture. If issued, such Additional Bonds are to be 
payable from and secured by the Revenues pledged under the Indenture on a parity with the 
Bonds. 

Additional Bonds may be issued if, after the effective date of the Supplemental 
Indenture with respect to such Additional Bonds, the Trustee has received the following: 

(i) a Counsel's Opinion to the effect that the Indenture and the applicable 
Supplemental Indenture have been duly authorized by the Housing Corporation and are 
valid and binding upon the Housing Corporation; 

(ii) a Request of the Housing Corporation specifying the purchaser or purchasers of 
such Bonds, the price for such Bonds and the amounts to be deposited in the various 
Funds and Accounts; 

(iii) the proceeds of such Additional Bonds for deposit in the various Funds and 
Accounts; 

(iv) except in the case of Additional Bonds issued pursuant to Section - of the 
Indenture regarding - a Certificate of the Housing Corporation stating that as of 
the issuance of such Bonds, the Housing Corporation is not in default in the 
performance of any of the covenants, conditions, agreements or provisions contained 
therein and that there is no deficiency in any Funds or Accounts created thereby and 
that as of the issuance of such Bonds and the application of the proceeds thereof, the 
Supplementary Reserve Accounts will not be less than their respective Supplementary 
Reserve Account Requirements; 

(v) a Cash Flow Statement giving effect to the issuance of such Additional Bonds; 



(vi) an opinion of nationally recognized bond counsel to the effect that the Bonds of 
such Series have been duly authorized by, and constitute valid and binding special 
obligations of, the Housing Corporation; and 

(vii) evidence from the Rating Agency that such Additional Bonds will not bear a 
rating lower than the rating assigned by the Rating Agency to the Bonds or any other 
Additional Bonds then Outstanding or if a rating agency other than the Rating Agency 
provides a rating for such Additional Bonds, evidence from the Rating Agency that the 
issuance of such Additional Bonds will not cause the rating on the Bonds or any other 
Additional Bonds to be withdrawn, lowered or suspended. 

Redemption 

Optional Redemption. The Bonds maturing on or after , 20 are subject to 
redemption a t  the option of the Housing Corporation, from any source of a s l a b l e  funds, as 
a whole or in part, on any date on or after , 20 - a t  the following redemption prices, 
plus accrued interest to the date fixed for redemption: 

Redemption Period Redemution Price 

[to come] [to come] 

The Housing Corporation may effect a partial optional redemption through the sale of 
any Mortgage-Backed Securities only by delivering to the Trustee a Cash Flow Analysis 
demonstrating that the sale of such Mortgage-Backed Securities and such partial optional 
redemption will not adversely affect the availability of Revenues sufficient to make timely 
payment of debt service on the Bonds and all Program Expenses until final payment of the 
Bonds. 

SinkingFund Redemptions. The bonds maturing on 1,20- and j 

20- are subject to mandatory redemption prior to maturity a t  a redemption price equal to 
100% of the principal amount redeemed, plus accrued interest to the date of redemption, from 
sinking fund installments which are required to be made in amounts sufficient to redeem on 

1 or - 1 as specified below the respective principal amount of such Bonds 
specified as follows: 

Bonds Maturing on 1,20- 

Date - Amount 

Bonds Maturing on 1,20- 

Date Amount 

Upon any purchase or redemption of the Bonds other than by sinking fund payment, 
an amount equal to the principal amount of the Bonds so purchased or redeemed will be 
credited towards a part or all of any one or more redemptions of the Bonds of the same 
maturities, as directed by the Housing Corporation, and all Bonds so purchased shall be 
delivered to the Trustee. The portion of any such sinking fund redemptions remaining after 
the deduction of any such amounts credited toward the same (or the original amount of any 
such sinking fund redemption if no such amounts shall have been credited toward the same) 



shall constitute the unsatisfied balance of such sinking fund redemption for the purpose of the 
calculation of sinking fund redemptions due on any future date. 

Special Mandatory Redemption. The Bonds are subject to special mandatory redemption 
prior to their stated maturity a t  a redemption price equal to 100% of the principal amount 
thereof plus accrued interest thereon to the date fixed for redemption, without premium, as 
follows: 

(i) as a whole or in part on a pro rata basis among all maturities of the Bonds 
on , 199- (as such date may be extended under the Indenture as described 
herein under "SUMMARY OF PRINCIPAL DOCUMENTS--The Indenture--Program 
F u n d )  from amounts transferred from the Program Fund to the Redemption Fund 
which have not been used to acquire Mortgage-Backed Securities; 

(ii) as a whole or in part on a pro rata basis among all maturities of the Bonds 
on , 199- (as such date may be extended under the Indenture as described 
herein under "SUMMARY OF PRINCIPAL, DOCUMEYTS--The Indenture-Prcgmm 
Fund") from amounts transferred from the Targeted Area Program Account of the 
Program Fund to the Redemption Fund which have not been used to acquire Mortgage- 
Backed Securities; 

(iii) as a whole or in part on the first day of each month, conlmencing 
, 199, from amounts on deposit in the Prepayment Account in the 

Redemption Fund from prepayments on the Home Mortgages with respect to the 
Bonds; and 

(iv) as a whole or in part on each Interest Payment Date, commencing -, 
199, in an amount equal to amounts on deposit in the Redemption Fund on such 
Interest Payment Date (other than as described in (i), (ii) or (iii) above); provided that 
no such redemption will occur unless the amount of Bonds to be redeemed equals a t  
least $25,000. 

(v) [super sinker language to come] 

[~or tgage-~acked  Securities held by the Trustee may not be sold to effect a redemption 
as described in (iii) or (iv) above.] 

Sektion of B O A  for Redemption. lIJnless otherwise directed by the Housing 
Corporation and with a Cash Flow Certificate,] the particular Bonds to be redeemed on any 
redemption date will be selected pro rata among maturities and, within a maturity, by lot in 
any manner which the Trustee in its sole discretion shall deem appropriate and fair. In the 
event of redemption of less than all of the Outstanding Bonds of a maturity, within such 
maturity redemption will be by lot, and the Trustee will assign to each Outstanding Bond a 
distinctive number for each $5,000 of the principal amount of such Bond and will select by lot, 
using such method of selection as it shall deem proper in its discretion, from the numbers 
assigned to such Bonds as many numbers as, a t  $5,000 principal amount for each number, will 
equal the principal amount of the Bonds to be redeemed. The Bonds to be redeemed will be 
the Bonds to which were assigned the numbers so selected, but only so much of the principal 
amount of each Bond of a denomination of more than $5,000 principal amount will be 
redeemed as will equal $5,000 principal amount for each number assigned to it and so selected. 
[Super sinker language to come.] 

Notice of Redemption. Notice of redemption will be mailed, not less than 30 days (20 
days with respect to special mandatory redemption as described in paragraph (i) or (ii) under 



"THE BONDS--Redemption--Special Mandatory Redemption") nor more than 60 days prior to 
the redemption date, to (i) the Owners of any Bonds, or portions thereof, designated for 
redemption at their addresses appearing on the registration books of the Trustee, (ii) the 
Securities Depositories, (iii) two or more Information Services, and (iv) each then-existing 
Nationally Recognized Municipal Securities Information Repository and State Repository, if 
any. Notice of Redemption to the Secur~ties Depositories, the Information Services and the 
registered owners of $1,000,000 or more in principal amount of Bonds will be given by certified 
mail, return receipt requested, overnight delivery, legible telecopy or other secure means. 
Notice of redemption mailed to the Securities Depositories should be received by such 
Securities Depositories at least two days prior to the date on which notice is given to the 
Owners. Each notice of redemption will state the redemption date, the place or places of 
redemption, and, if less than all Bonds are to be redeemed, the numbers of the Bonds to be 
redeemed and, in the case of Bonds to be redeemed in part only, the respective portions of the 
principal amount thereof to be redeemed, and will also state that on said date there will 
become due and payable on each of said Bonds the redemption price thereof, together with 
interest accrued thereon to the redemption date, and that from and after such redemption date 
interest thereon will cease to accrue, and will require that such Bonds be then surrendered. 
Failure by the Trustee to give notice to any one or more of the Information Services, Securities 
Depositories, Nationally Recognized Municipal Securities Information Repositories or State 
Repositories, or the insufficiency of any such notice will not affect the sufficiency of the 
proceedings for redemption. Failure by the Trustee to mail notice of redemption to any one 
or more of the respective Owners of any Sonds designated for redemption will not affect the 
sufficiency of the proceedings for redemption with respect to the Owners to whom such notice 
was mailed. 

Notice of redemption will be given by the Trustee for and on behalf of the Housing 
Corporation. Such notice will be deemed to have been given when mailed, first-class postage 
prepaid, to the Owners of the Bonds to be redeemed. 

Any notice of the redemption of Bonds may state that such notice is conditional and 
that if the conditions for redemption of such Bonds on the scheduled redemption date are not 
satisfied (including the availability of funds sufficient to redeem such Bonds) such Bonds will 
not be redeemed on such date and any Bonds tendered for payment on such date will be 
returned to the Owners thereof. 

For purposes of giving notice of redemption of Bonds in accordance with paragraph (i) 
or (ii) under "THE BONDS--Redemption--Special Mandatory Redemption," the Trustee shall 
determine the principal amount of Bonds to be redeemed and shall select Bonds for redemption 
not less than 20 days nor more thai. 60 days prior to the applicable redemption date and the 
Housing Corporation will notify the Trustee on or before , 199- of the aggregate 
principal amount, if any, of Mortgage-Backed Securities expected to be purchased by 
199-. For purposes of givingnotice of redemption of Bonds in accordance with paragraph (iii) 
or (iv) under "THE BONDS-Redemption--Special Mandatory Redemption," the Trustee shall 
determine the principal amount of Bonds to be redeemed and shall select Bonds for redemption 
not less than 35 days nor more than 60 days prior to the applicable redemption date. In 
making such determinations, the Trustee shall take into account Prepayments actually received 
on or prior to such date of determination and scheduled payments of principal and interest on 
the Mortgage-Backed Securities to be received prior to such redemption date. 

Parhbl Redemption of Bonds. Upon surrender of any Bond redeemed in part only, the 
Housing Corporation will execute, and the Trustee will authenticate and deliver to the Owner 
thereof, a t  the expense of the Housing Corporation, a new Bond or Bonds of authorized 
denominations, of the same maturity, equal in agpegate principal amount to the unredeemed 
portion of the Bond surrendered. 



Book-Entry-Only System 

The Depository Trust Company, New York, New York ("DTC"), will act as securities 
depository for the Bonds. The Bonds will be issued as fully registered securities registered in 
the name of "Cede & Co." (DTC's partnership nominee). One fully registered Bond certificate 
will be issued in the aggregate principal amount of the Bonds of each maturity and will be 
deposited with DTC. 

DTC is a limited-purpose trust company organized under the New York Banlung Law, 
a '%anking organization" within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform 
Commercial Code and a "clearing agency" registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934. DTC holds securities that its participants 
("Participants") deposit with DTC. DTC also facilitates the settlement among Participants of 
securities transactions, such as transfers and pledges, in deposited securities through electronic 
computerized book-entry changes in Participants' accounts, thereby eliminating the need for 
physical movement of securities certificates. Direct Participantz include securities brokers and 
dealers, banks, trust companies, clearing corporations and certain other organizations. DTC 
is owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., 
the American Stock Exchange, Inc. and the National Association of Securities Dealers, Inc. 
Access to the DTC system is also available to others such as securities brokers and dealers, 
banks and trust companies that clear through or maintain a custodial relationship with a 
Direct Participant, either directly or indirectly ("Indirect DTC Participants"). The rules 
applicable to DTC and Participants are on file with the Securities and Exchange Commission. 

Purchases of the Bonds under the DTC system must be made by or through Direct 
Participants which will receive a credit for the Bonds on DTC's records. The ownership 
interest of each actual purchaser of each Bond ("Beneficial Owner") is in turn to be recorded 
on the Direct and Indirect Participants' records. Beneficial Owners will not receive written 
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of 
their holdings, from the Direct or Indirect Participant through which the Beneficial Owners 
entered into the transaction. Transfers of ownership interests in the Bonds are to be 
accomplished by entries made on the books of Participants acting on behalf of Beneficial 
Owners. Beneficial Owners will not receive certificates representing their ownership interests 
in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are 
registered in the name of DTC's parinership nominee, Cede & Co. The deposit of Bonds with 
DTC and their registration in the name of Cede & Co. effect no change in beneficial ownership. 
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect 
only the identity of the Direct Participants to whose accounts such Bonds are credited, which 
may or may not be the Beneficial Owners. The Participants will remain responsible for 
keeping account of their holdings on behalf of their customers. 

When notices are given to the Bondholders, they will be sent by the Trustee to DTC 
only (except as otherwise specifically provided in the Indenture). DTC is responsible for 
notifying Participants, and Participants are responsible for notifying the Beneficial Owners. 
Neither the Trustee nor the Housing Corporation are responsible for sending notices to 
Beneficial Owners. Conveyance of notices and other communications by DTC to Direct 
Participants, by Direct Participants to Indirect Participants and by Direct Participants and 
Indirect Participants to Beneficial Owners will be governed by arrangements among them, 
subject to any statutory or regulatory requirements as may be in effect from time to time. 



Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds. Under its 
usual procedures, DTC mails an Omnibus Proxy to the Housing Corporation as soon as 
possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting 
rights to those Direct Participants to whose accounts the Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Principal and interest payments on the Bonds will be made to DTC. DTC's practice is 
to credit Direct Participants' accounts on each payable date in accordance with their respective 
holdings shown on DTC's records unless DTC has reason to believe that it  will not receive 
payment on a payable date. Payments by Participants to Beneficial Owners will be governed 
by standing instructions and customary practices, as is the case with securities held for the 
accounts of customers in bearer form or registered in "street name, " and will be the 
responsibility of such Participant and not DTC, the Trustee or the Housing Corporation, 
subject to any statutory or regulatory requirements as may be in effect from time to time. 
Payment of principal and interest to DTC is the responsibility of the Housing Corporation or 
the Trustee, disbursement of such payments to Direct Participants will be the responsibility 
of DTC, and disbursement of such payments to the Beneficial Gmers  will be the rosponsibility 
of Direct and Indirect Participants. 

For every transfer and exchange of the Bonds, the Trustee may charge DTC, and DTC 
may charge the Participants and the Participants may charge the Beneficial Owners, a sum 
sufficient to cover any tax. fee or other government charge that may be imposed in relation 
thereto. 

DTC may discontinue providing its services as securities depository with respect to the 
Bonds at  any time by giving reasonable notice to the Housing Corporation or the Trustee. 
Under such circumstances, in the event that a successor securities depository is not obtained, 
Bond certificates are required to be printed and delivered. 

The Housing Corporation may decide to discontinue use of the system of book-entry 
transfers through DTC (or a successor securities depository). In that event, Bond certificates 
will be printed and delivered. 

The information in this section concerning DTC and DTC's book-entry system has been 
obtained from sources that the Housing Corporation and the Underwriter believe to be reliable, 
but the Housing Corporation and the Underwriters take no responsibility for the accuracy 
thereof. 

NEITHER THE HOUSING CORPORATION NOR THE TRUSTEE WILL HAVE ANY 
- - -  - - ~  .- ~- .-- 

OWNERS IN RESPECT OF THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC 
OR ANY PARTICIPANT; THE PAYMENT BY DTC OR ANY PARTICIPANT OF ANY 
AMOUNT IN RESPECT OF THE PRINCIPAL OF OR INTEREST ON THE BONDS; ANY 

UNDER THE INDENTURE; OR ANY CON~ENT GIVEN OR OTHER ACTION TAKEN BY 
DTC AS BONDHOLDER. 

So long as Cede & Co. is the registered owner of the Bonds, as nominee of DTC, 
reference herein to the Bondholders or Owners of the Bonds will mean Cede & Co., as aforesaid, 
and will not mean the Beneficial Owners ofthe Bonds. 



SlWUElY FOR TEIE BONDS 

General 

The Bonds will be secured under the Indenture. The Bonds and any Additional Bonds 
will be secured separately from any other bonds issued by the Housing Corporation, other than 
Additional Bonds. 

The Bonds are limited obligations of the Housing Corporation payable solely from 
Revenues (as defined herein) and any other assets pledged under the Indenture. The Housing 
Corporation is not obligated to make payment on the Bonds from any of its assets other than 
the Revenues and other moneys held by the Trustee pursuant to the Indenture and specifically 
pledged for euch purpose under the terms of the Indenture. The Bonds do not constitute an 
indebtedness or a loan of the credit of the Housing Corporation, the Temtorg of Guam or the 
United States of America within the meaning of any constitutional or  statutory provisions. 
Neither the faith and credit nor taxing power of the Temtory of Guam or any political 
subdivision thereof is pledged to the payment ofthe principal cf or the interest on the Bonds. 
The Housing Corporation has no taring power. The Bonds are not public indebtedness of the 
Territory of Guam as that  tenn is used in Section 11 of the Organic Act of Guam, and said 
Territory is not liable for the payment thereof. 

Sources of Payment and Security for the Bonds 

Mortgaged-Backed Securities. The FHLMC Securities acquired by the Trustee with 
respect to the Bonds will be held in book-entry form in trust for the benefit of the Owners of 
the Bonds. If the Trustee does not receive payment or advice from the depository of payment 
with respect to a FHLMC Security when due, the Trustee will demand payment from the 
Federal Home Loan Mortgage Corporation ("FHLMC") in connection with the guaranty of 
timely payments of principal and interest by FHLMC. 

Funds Pledged UndertheZndentum. All Funds created under the Indenture (except the 
Rebate Fund) are pledged to secure the Bonds and any Additional Bonds. Pursuant to the 
Indenture, the Trustee will deposit all Revenues in the Revenue Fund, except that 
Prepayments will be deposited to the Prepayment Account in the Redemption Fund and, upon 
receipt by the Trustee of an interest payment on a Mortgage-Backed Security representing 
interest accrued prior to the date such Mortgage-Backed Security was purchased by the 
Trustee with amounts on deposit in the Program Fund or the Targeted Areas Program 
Account, the Trustee will remit such amount to the Servicer from which it purchased the 
Mortgage-Backed Security. All Revanues will be held by the Trustee in trust for the benefit 
of the Owners of the Bonds and any Additional Bonds, and the Housing Corporation will have 
no beneficial right or interest in any of such moneys, except as otherwise expressly provided 
in the Indenture. The term "Revenues" is defined in the Indenture to mean all income, 
revenues, proceeds and other amounts received by the Trustee on behalf of the Housing 
Corporation from or in connection with the assets pledged as security therefor, and any and 
all interest, profits or other income derived from the investment of amounts in any Fund 
established w t h  respect to such Revenues (except amounts in the Rebate Fund pursuant to 
the Indenture or any amount retained by a Senricer or the Compliance Agent as a servicing fee 
or other compensation). 

The Investment Agreements 

All amounts held in the Program Fund and the Targeted Area Program Account will 
be invested pursuant to an Investment Agreement, dated , 1997 (the "Program Fund 
Investment Agreement"), between the Trustee and , at  an 



interest rate of - % per annum. The Program Fund Investment Agreement obligates 
to make specific payments to the Trustee pursuant to the 

Program Fund Investment Agreement as described thereunder and does not guarantee payment 
of the principal of or interest on the Bonds. 

All amounts held in the Revenue Fund, Interest Fund, Principal Fund, Program 
Expense Fund and Redemption Fund (including the Prepayment Account) established under 
the Indenture will be invested pursuant to an Investment Agreement, dated , 1996 (the 
"Float Fund Investment Agreement"), between the Trustee and , at  an 
interest rate of - % per annum. The Float Fund Investment Agreement obligates 

to make specific payments to the Trustee pursuant to the Float 
Fund Investment Agreement as described thereunder and does not guarantee payment of the 
principal of or interest on the Bonds. [The payment obligations of 
under the Float Fund Investment Agreement are guaranteed by 
pursuant to a Guarantee dated as of , 1996.1 

Neither the Housing Corporation nor the Underwriters make any representation about 
the financial condition or creditworthiness of 

or 

SOURCES AND USES OF FUNDS 

Sources 

Principal Amount of Bonds 
Accrued Interest 
Additional Deposits 

Total 

Program Fund 
Revenue Fund 
Cost of Issuance Fund, 

including a portion of 
Underwriter's Fee 

Total 

STRUCTURE ASSUMPTIONS AND BONDHOLDERS' RISKS 

Assumptions 

The interest rate on the Mortgage-Backed Securities will be such that payments of 
principal of and interest on the Mortgage-Backed Securities plus money on deposit in the 
various funds and accounts established pursuant to the Indenture (as well as earnings thereon, 
except those required to be remitted to the United States), with the exception of the Rebate 
Fund and the Cost of Issuance Fund, are expected to generate sufficient revenues to pay on 
a timely basis the principal of and interest on the Bonds. 

The ability of the Housing Corporation to pay principal of and interest on the Bonds 
depends upon receipt of sufficient and timely payments of principal of and interest on the 



Mortgage-Backed Securities and the investment or reinvestment of moneys held under the 
Indenture. Timely payment of principal and interest on the Bonds is anticipated to occur based 
on, among other things, the following assumptions: 

(1) FHLMC Securities in an aggregate principal amount of $ and bearing 
interest a t  a rate of - % per annum, backed by Home Mortgage loans in an aggregate 
principal amount of $ and bearing interest a t  a rate of - % per annum, will be 
acquired by the Trustee no later than with respect to the Program Fund 
(excluding the Targeted Area Program A- with respect to the Targeted 
Area Program Account, unless such dates are extended as provided by the Indenture. See 

" herein. 

(2) The Housing Corporation will receive an annual fee equal to -% of the aggregate 
principal amount of FHLMC Securities outstanding and an additional fee equal to % of 
the aggregate principal amount of Bonds Outstanding less the fees and expenses of the Trustee 
in such year, and the Tmstee will receive a fee not to exceed % of the aggregate principal 
amount of the Bonds Outstanding. 

(3) Payments on the FHLMC Securities will be made on a timely basis. 

( 4 )  The Home Mortgage loans will have terms of 30 years. 

(5) The Program Fund and the Targeted Area Program Account for the Bonds will be 
invested pursuant to the Program Fund Investment Agreement. Amounts deposited in all 
other Funds (other than the Costs of Issuance Fund and the Rebate Fund) will be invested 
pursuant to the Float Fund Investment Agreement as described under "SECURITY FOR THE 
BONDS--The Investment Agreements." 

The assumptions set forth above are based on current market conditions and practices, 
and subsequent events may not correspond to such assumptions. 

Under certain circumstances, interest on the Bonds may be subject to certain federal 
income tax consequences. See "TAX MATTERS" herein. 

Nondelivery of FHLMC Securities 

There are numerous reasons why Home Mortgage loans may not be originated, FHLMC 
Securities may not be issued in a timely manner, and therefore why F W C  Securities may 
not be purchased by the Trustee, in :he aggregate amount anticipated for the Bonds. One of 
the principal factors in originating real estate loans is the availability of funds to make such 
loans a t  interest rates and on other terms that prospective borrowers can afford. For example, 
prevailing interest rates for conventional mortgages in the Territory of Guam could decrease 
and make the Home Mortgage loans less attractive to potential homeowners. In the event that, 
prior to all the Home Mortgage loans being originated by [the Housing Corporation and] the 
Lending Institutions, funds to make home mortgage loans were to become available a t  rates 
competitive with those specified for the Home Mortgage loans, the Lending Institutions may 
not be able to utilize all of the funds available for the origination of Home Mortgage loans. 
NO assurance can be given that the interest rates offered by the Program on the Home 
Mortgage loans will remain competitive with conventional interest rates. 

In addition, no assurance can be given that a change in the existing FHLMC program 
will not occur such that FHLMC Securities may not be available for purchase by the Trustee, 
in which event the Bonds may be redeemed. 



Average Lives of Bonds 

The maturity of the Bonds has been fured based on the estimated average maturity date 
of the Home Mortgage loans assuming no prepayments. Weighted average life refers to the 
average amount of time that will elapse from the'date of issuance of a security until each dollar 
of principal of such security will be repaid to the investor. The weighted average life of the 
Bonds will be influenced by the rate a t  which principal on the Home Mortgage loans securing 
the Bonds is paid. Principal payments on Home Mortgage loans may be in the form of 
scheduled amortizations or prepayments (for this purpose, the term "prepayment" includes 
prepayments and liquidations due to default or other dispositions of the Home Mortgage loans, 
including payments on the private mortgage insurance policies). Prepayments on Home 
Mortgage loans are commonly measured by a prepayment standard or model. The model used 
in the following discussion is the Public Security Association ("PSA") prepayment standard or 
model (the "PSA Prepayment Model"). The PSA Prepayment Model is based on an assumed 
rate of prepayment each month of the then unpaid principal balance of the mortgage loans. 
The PSA Prepayment Model has an increasingly large percentage of the mortgage loans 
prepaying each month for the first 30 months of the mortpges' life and thea assumes a 
constant prepayment rate of -% per annum of the unpaid principal balance for the remaining 
life of the mortgage loans. 

As used in the following table: (i) "0% PSA" assumes no prepayments on the principal 
of the Home Mortgage loans; (ii) "50% PSA" assumes the principal of the Home Mortgage loans 
will prepay at  a rate half as fast as the prepayment rates for 100% of the PSA Prepayment 
Model; (iii) "100% PSA" assumes the principal of the Home Mortgage loans will prepay at  a 
rate as fast as the prepayment rates for 100% of the PSA Prepayment Model; (iv) "150% PSA" 
assumes the principal of the Home Mortgage loans will prepay a t  a rate one and a half times 
as fast as the prepayment rates for 100% of the PSA Prepayment Model; (v) "200% PSA" 
assumes the principal of the Home Mortgage loans will prepay at  a rate twice as fast as the 
prepayment rates, for 100% of the PSA Prepayment Model; (vi) "300% PSA" assumes the 
principal of the Home Mortgage loans will prepay at  a rate three times as fast as the 
prepayment rates for 100% of the PSA Prepayment Model; (vii) "400% PSA" assumes the 
principal of the Home Mortgage loans will prepay at  a rate four times as fast as the 
prepayment rates for 100% of the PSA Prepayment Model; and (viii) "500% PSA" assumes the 
principal of the Home Mortgage loans will prepay at  a rate five times as fast as the prepayment 
rates for 100% of the PSA Prepayment Model. 

There is no assurance, however, that prepayment of the principal of the Home Mortgage 
loans will conform to any level of the PSA Prepayment Model. The rate of principal payments 
on pools of mortgage loans is influeilced by a GaGety of economic, geographic, soiial and other 
factors, including the level of mortgage interest rates and the rate a t  which homeowners sell 
their homes or default on their mortgage loans. In general, if prevailing interest rates fall 
significantly, the Home Mortgage loans are likely to be subject to higher prepayment rates 
than if prevailing rates remaln a t  or above the interest rates on such Home Mortgage loans. 
Conversely, if interest rates rise, the rate of prepayment would be expected to decrease. Other 
factors affecting prepayment of Home Mortgage loans include changes in mortgagors' housing 
needs, job transfers, unemployment and mortgagors' net equity in the mortgaged properties. 
In addition, as homeowners move or default on their Home Mortgage loans, the houses are . generally sold and the Home Mortgage loans prepaid, although under certain circumstances 
the Home Mortgage loans may be assumed by a new buyer. Because of the foregoing and since 
the rate of prepayment of principal of each Bond will depend on the rate of repayment 
(including Prepayments) of the Home Mortgage loans. the actual redemption of any Bond is 
likely to occur earlier, and could occur significantly earlier, than its stated maturity. Amounts 
representing prepayments of Home Mortgage loans will result in prepayments of Mortgage- 
Backed Securities principal, and such amounts will be used to redeem Bonds in a corresponding 



principal amount (unless such amounts are recycled into new Home Mortgage loans as 
described herein under "THE PROGRAM--Recycling"). See "THE BONDS--Redemption--Special 
Mandatory Redemption." Based on the foregoing, the repayment of Bond principal is likely to 
occur significantly earlier than its stated maturity. 

The figures in the table set forth below are computed utilizing the program assumptions 
which have been previously listed and assuming that all Home Mortgage loans will be 
originated evenly over an 18-month period and that principal payments received with respect 
to Home Mortgage loans will not be used to finance additional Home Mortgage loans. 

TABLE OF PROJECTED AVERAGE LIFE OF BONDS (IN YEARS) 

Prepayment 
Sueed 

0% PSA 
50% PSA 
100% PSA 
150% PSA 
200% PSA 
300% PSA 
400% PSA 
500% PSA 
700% PSA 

Weighted Average Life 

Home Mortgage loans may be terminated prior to final maturity as a result of 
prepayment, default, sale, condemnation, casualty loss or noncompliance with the Program. 
There is no completely reliable statistical base with which to predict the level of prepayment 
in full or other early termination of the Home Mortgage loans and the resulting effect on the 
average life of the Bonds. 

Investment Agreement Risks 

Amounts deposited in the Program Fund and the Targeted Area Program Account 
(approximately $ ) will be invested under the Program Fund Investment Agreement. 
See "SECURITY FOR THE BONDS--The Investment Agreements." Although the debt rating 
of such provider is " " Y "  is the [highest short-term rating of the Rating Agency]), 
no assurance can be given that such rating will not be lowered prior to the termination date 
of such agreement, in which case the rating of the Bonds would be lowered. See "RATING" 
herein. No financial information is included in this Official Statement with respect to such 
provider. The existence of such rating should not be construed as making any representation 
as to the continued solvency of such provider. 

Amounts deposited in the Revenue Fund, the Interest Fund, the Principal Fund, the 
Program Expense Fund and the Redemption Fund will be invested in the Float Fund 
Investment Agreement. See "SECURITY FOR THE BONDS--The Investment Agreements." 
The payment obligations of the provider under the Float Fund Investment Agreement are 
unsecured, noncollateralized obligations of such provider. Although the debt rating of such 
provider is "-" no assurance can be given that such rating will not be lowered during the 
term of the Bonds, in which case the rating of the Bonds would be lowered. See "RATING" 
herein. No financial information is included in this Official Statement with respect to such 
provider. The existence of such rating should not be constmed as making any representation 
as to the continued solvency of such provider. 



Neither the Housing Corporation nor the Underwriters make any representations as 
to the ability of the providers of the Investment Agreements to make the payments required 
under the Investment Agreement. 

Other Risks 

The remedies available to the Owners of the Bonds upon an Event of Default under the 
Indenture or other documents described herein are in many respects dependent upon judicial 
actions which are often subject to discretion and delay. Under existing constitutional and 
statutory law and judicial decisions, the remedies set forth in the Indenture and the various 
documents relating to the Program (as defined below) may not be readily available or may be 
limited. The various legal opinions to be delivered concurrently with the delivery of the Bonds 
will be qualified as to the enforceability of the various legal instruments by limitations imposed 
by banliruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium 
or other laws affecting the rights of creditors generally and by the application of equitable - - 
principles and the exercise of iudicial discretion. 

THE PROGRAM 

General 

The Housing Corporation has established its program of purchasing FHLMC Securities 
backed by Home Mortgage loans (the "Program") for the purpose of assistingresidents of Guam 
which are first time homeowners, of low and moderate income, in acquiring and owning 
affordable housing as authorized pursuant to the Act. 

Under each Mortgage Purchase Agreement, the Trustee, on behalf of the Housing 
Corporation, has agreed to purchase FHLMC Securities backed by Home Mortgage loans 
originated and issued by the Housing Corporation or the Lending Institutions. The Housing 
Corporation and Lending Institutions will either (i) originate Home Mortgage loans and sell 
them to [the Housing Corporation or] a Lending Institution acting as servicer, (ii) originate 
Home Mortgage loans and retain the servicing with respect thereto, or (iii) originate Home 
Mortgage loans and service such loans and purchase Home Mortgage loans from Lending 
Institutions as described in clause (i). The Housing Corporation and any Lending Institution 
acting as a servicer will sell pools of Home Mortgage loans to FHLMC in exchange for FHLMC 
Securities issued and guaranteed by FHLMC and sell the FHLMC Securities to the Trustee. 
[This paragraph, as well as others, will need to be modified to reflect the final determinations 
regarding originations and servicing among the Housing Corporation and Lending 
Institutions.] 

The Housing Corporation expects to enter into Mortgage Purchase Agreements with 
each of the Lending Institutions listed in Appendix -. There can be no assurance, however, 
that any particular lender will execute and deliver an Agreement. Additional Lending 
Institutions may also participate in the Program. A list of the largest mortgage bankers 
ranked by dollar volume of loans originated in the Territory of Guam in 199- is attached 
hereto as Appendix -. 

The Program is designed to assist low- and middle-income families in purchasing new 
and preexisting housing. Public Law 20-255 authorized the transfer of Government of Guam 
property in Dededo, Guam, to the Housing Corporation to develop and build affordable new 



housing for sale to qualified applicants a t  less than market prices. This development has been 
named the Lada Estates. 

Loda Estates The Lada Estates is comprised of some 46 acres of land within Dededo, 
Guam. [Public Law 20-255 requires the Government of Guam to provide all necessary off-site 
infrastructure and off-site access roads.] All other costs related to the Lada Estates are to be 
paid for through the sale of the housing units. 

The current estimated prices for housing units range from approximately $100,000 for 
a three bedroom, two bathroom quadplex with carport, to approximately $145,000 for a four 
bedroom, two bathroom single family detached unit with carport. A Lada Estates model home 
was constructed in 1994. However, the project design criteria has been changed and no model 
homes conforming to the new design criteria have been constructed. 

Bids for construction of the Lada Estates housing project were opened December 6, 
1996. 'Briefly describe the bid letting process, performance bond requirements, projected 
construction schedule and completion rate for the entire Lada Zstates project. Also describe, 
if possible, whether certain type units will be constructed sooner than other type units.] 

[State whether all necessary permits and approvals been obtained. Describe any 
contingencies with respect to completion of construction by the successful bidder1 

During the initial pre-application process in 1994, the Housing Corporation received 
over 850 applications from families which purportedly met income and citizenshiplresidency 
requirements. The Housing Corporation continues to receive applications. Of the over 800 
original applicants who have been determined by the Housing Corporation to be eligible to 
participate in the Program, approximately 500 elected to participate in a Housing Corporation 
pre-qualification process. Of those applicants, nearly 250 have been pre-approved for loan 
amounts ranging from $70,000 to $150,000. 

Upon execution of a contract with the successful bidder for the construction of the Lada 
Estates project, a lottery will be held. [Describe the lottery process as finally approved.] 

It is currently projected that 399 housing units will be constructed at  the Lada Estates, 
consisting of: 24 single-family detached units with three bedrooms and two bathroom; 25 
single-family detached units with four bedrooms and two bathrooms; 15 duplex units with four 
bedrooms and two bathrooms; 15 duplex units with three bedrooms and two bathrooms; 160 
quadplex units with four bedrooms and two bathrooms; and 160 quadplex units with three 
bedrooms and two bathrooms. All units include a carport. 

According to a Merrill Associates household survey of Guam conducted in January 1993, 
it was projected that over 2,300 families then renting but looking to purchase a new home met 
the eligibility criteria for some form of Lada Estates housing. Not all of these families are 
expected to be willing to move to the Dededo area. However, certain factors enhance the 
potential demand for Lada estates housing units. These housing units will be sold a t  prices 
substantially less than market value, thereby enhancing the desirability of such units. In 
addition, Dededo was top ranked as the most desirable place to buy a next home in an  island- 
wide household preference survey conducted by Merrill& Associates in October 1993. At the 
current projected level of 399 units a t  Lada Estates, only 17% of the projected 2,300 eligible 
families could purchase a Lada Estates unit. Nevertheless, no assurances can be made by the 
Housing Corporation reeardine the amount of Home Morteaee loans associated with Lada ~- - - ~  ~ - ~~ ~ - 

 statesh housing units wzl ultimately be originated under tGe%rogram. See "STRUCTURE 
ASSUMPTIONS AND BONDHOLDERS' RISKS" herein. 



Preexisting Housing Programs 

The Housing Corporation has several ongoing housing programs which it currently 
administers. mscr ibe scope and extent of existing housing projects currently being 
administered by the Housing Corporation -- original amounts for each program, funding 
sources, delinquency rates, servicing history, etc.1 

Origination of Home Mortgage Loans and Delivery of Securities 

The amounts made available by the issuance of the Bonds will be used to purchase 
FHLMC Securities backed by Home Mortgage loans originated by [the Housing Corporation 
and] the Lending Institutions participating in the Program. The Housing Corporation has 
established a [first-come, first-servedllottery/other] reservation system for Home Mortgage 
loans, [including a waiting list]. [The Housing Corporation may a t  its option also accept any 
allocation requests from the Lending Institutions for a special reservation of funds for a period 
greater than - months but no longer than - months, subject to a negotiated back-end 
penalty fee if the allocation is not used. The Housing Cwporation and each Lending 
Institution will act as both seller to FHLMC and servicer of the underlying mortgage loans or 
sell its mortgage loans to one of the other participating Lending Institutions.] The Home 
Mortgage loans must have a term of not more than 30 years from the first payment date of 
such Home Mortgage loans. Each Home Mortgage loan made by [the Housing Corporation and 
each Lending Institution] must satisfy all requirements of the Program [in addition to 
applicable requirements]. 

The Home Mortgage loans will bear interest a t  a rate of - % per annum. The Home 
Mortgage loans will be accompanied by a cash contribution (advanced by each Lending 

- Institution and then reimbursed by the FHLMC Security purchase price if the Lending 
Institution is a servicer or upon the sale of the Home Mortgage loan to the Lending Institution 
who will service such Home Mortgage loan) to eligible homebuyers of up to % of the 
principal amount of the Home Mortgage loan which will be applied to the Lending Institution 
origination fee, closing costs, prepaid items, temporary buydowns and/or downpayment 
assistance for conventional loans and limited to 2% ("Downpayment and Closing Cost 
Assistance"). [This paragraph will need to revised to reflect the ultimate decision regarding 
Housing Corporation origination and servicing of loans.] 

Eligibility 

The Home Mortgage loans must comply with the terms of the Act, Section 143 of the 
Code, the rules and regulations adopted by the Housing Corporation, the Indenture, the 
Mortgage Purchase Agreements and the Program. In general terms, each Home Mortgage loan 
must be made to a Mortgagor (i) who intends to occupy the Home financed by such Home 
Mortgage loan as such Mortgagor's principal place of residence [within 60 days after the 
Closing Date of such Home Mortgage loan and for a minimum of two years and who has no 
intention to, and has not entered into any arrangement to, rent, sell, assign or transfer the 
Home,] (ii) who has not had a present ownership interest in a principal residence for the three 
years preceding the [closing date of the application for purchase of a unit developed under the 
Act], (iii) [who has not had a prior mortgage loan (whether or not paid off) (other than a 
construction period loan, bridge loan or similar temporary initial financing with a term of 24 
months or less) on such home at  any time prior to the execution of the Home Mortgage loan,] 
and (iv) whose Household Income (as determined for the purposes of the Program) is below the 
applicable limit set forth in the Mortgage Purchase Agreements. The income limitations 
contained in the Mortgage Purchase Agreements are set forth below: 



(1) With respect to Homes located in other than Targeted Areas, each Home 
Mortgage loan will be made to a Mortgagor whose Household Income does not exceed, 
in the case of a Home where the Mortgagor will be the first occupant, [the lesser ofl: 

(a) 115% of (i) statewide median family income or (ii) median family 
income for such area ("Federal Law Base Income") in the case of a family of 
three or more individuals and 100% of Federal Law Base Income in the case of 
a family of fewer than three individuals; and 

(b) [Guam requirement or Housing Corporation requirement] 

With respect to Homes where the Mortgagor will not be the first occupant, a 
Mortgagor's Household Income shall not exceed the lesser of: 

(a) 115% of Federal Law Base Income in the case of a family of three 
or more individuals and 100% of Federal Law Base Income in the case of a 
family of fewer than three individuals; and 

(b) [Guam requirement or Housing Corporation requirement]; 

(2) With respect to Homes located in Targeted Areas, each Home Mortgage 
loan shall be made to a Mortgagor whose Household Income does not exceed, in the case 
of a Home where the Mortgagor will be the first occupant, [the lesser ofl: 

(a) 140% of Federal Law Base Income in the case of a family of three 
or more individuals and 120% of Federal Law Base income in the case of a 
family of fewer than three individuals; and 

(b) [Guam or Housing Corporation requirement] 

With respect to Homes where the Mortgagor will not be the first occupant, a 
Mortgagor's Household Income shall not exceed the lesser of: 

(a) 140% of Federal Law Base Income in the case of a family of three 
or more individuals and 120% of Federal Law Base Income in the case of a 
family of fewer than three individuals; and 

(b) [Guam or Housing Corporation requirement]; 

provided, however, that with respect to one-third of the amount used to finance Home 
Mortgage loans on Homes located in Targeted Areas, the Federal Law Base Income 
limitations may be disregarded. 

In addition, the Acquisition Cost of the Home cannot exceed 90% of the Average Area 
Purchase Price of the area in which the Home is located (110% if the Home is located in a 
Targeted Area). 

As of the date hereof, the Mortgagor Household Income limit for the Program is 
[$54.4001 for families of one or two and [$62,560] for families of three or more, provided that 
the Mortgagor Household Income limit for one-half of the aggregate amount of exlsting homes 
financed is $- . Higher Mortgagor Household Income limits apply in Targeted Areas. 



As of the date hereof, the Maximum Acquisition Cost figures applicable to the Program 
are as follows: 

Non-Targeted Areas Targeted Areas 

New Homes Existing Homes New Homes Existing Homes 

$ $ $ $ 

[This section will need to reflect eligibility requirements under Guam law.] 

Home Mortgage Loans 

All Home Mortgage loans shall (i) be secured by a mortgage creating a lien on a Home, 
(ii) qualify under one of the programs described in the following subparagraph, (iii) be eligible 
to be grouped together in mortgage pools to back FHLMC Securities, for purchase by the 
Trustee, (iv) bear interest a t  - % per annum and (v) have a maturity of not more than 30 
years and a final maturity date of not later than, 20-. Each  Home Mortgage must bs 
a conventional mortgage eligible for purchase under the FHLMC Guarantor Program. The 
Home Mortgage loans are assumable but only if certain conditions have been met.] 

All Home Mortgage Loans shall provide for level payment amortization of principal and 
interest, with payments due on the - day of each month. Payments of principal and 
interest shall commence not later than the - day of the second calendar month following 
the Closing Date. Interest shall be paid in arrears. 

Purchase of Securities 

Pursuant to the Mortgage Purchase Agreements, the Trustee will purchase from the 
Housing Corporation and the Lending Institutions FHLMC Securities backed by Home 
Mortgage loans which have been sold by the Housing Corporation and the Lending Institutions 
to FHLMC in exchange for such FHLMC Securities. The Trustee will purchase FHLMC 
Securities from the Housing Corporation and the Lending Institutions for a purchase price 
equal to - % of the outstanding principal amount thereof. 

Recoveries of principal on FHLMC Securities (by reason of scheduled principal 
amortization, prepayment or foreclosure) may be applied to the origination of additional Home 
Mortgage loans upon satisfaction of certain conditions precedent described herein under 
"SUMMARY OF PRINCIPAL DOCUMENTS--The Indenture-Mortgage Loan Recycling Fund." 

FMLMC MORTGAGE PARTICIPATION CERTIFICATES 

The following summary of the FHLMC Guarantor Program, the FHLMC Securities and 
FHLMC's mortgage purchase and servicing standards does not purport to be complete and is 
qualified in its entirety by reference to FHLMC's Mortgage Participation Certificates Offering 
Circular, any applicable Offering Circular Supplements, FHLMC's Information Statement, any 
Information Statement Supplements and any other documents made available by FHLMC. 
Copies of these documents can be obtained by writing or calling FHLMC's Investor Inquiry 
Department a t  8200 Jones Branch Drive, McLean, Virginia 22102 (800-336-FMPC). The 



Housing Corporation does not and will not participate in the preparation of FHLMC's 
Mortgage Participation Certificates Offering Circular, Information Statement or Supplements. 

FHLMC 

FHLMC is a shareholder-owned government-sponsored enterprise created on July 24, 
1970 pursuant to the Federal Home Loan Mortgage Corporation Act, Title III of the 
Emergency Home Finance Act of 1970, as amended (the "FHLMC Act"). FHLMC's statutory 
mission is (i) to provide stability in the secondary market for residential mortgages, (ii) to 
respond appropriately to the private capital market, (iii) to provide ongoing assistance to the 
secondary market for residential mortgages (including activities relating to mortgages on 
housing for low- and moderate-income families involving a reasonable economic return that 
may be less than the return earned on other activities), and (iv) to promote access to mortgage 
credit throughout the United States (including central cities, mral areas and underserved 
areas) by increasing the liquidity of mortgage investments and improving the distribution of 
investment capital available for residential mortgage financing. Neither the United States nor 
any agency or instrumentality of the United States is obligated, either directly cr indirectly, 
to fund the mortgage purchase or financing activities of FHLMC. 

FHLMC Guarantor Program 

FHLMC has established a mortgage purchase pursuant to which FHLMC purchases a 
group of mortgages from a single seller in exchange for FHLMC Securities representing an 
undivided interest in a pool consisting of the same mortgages (the "Guarantor Program"). 
FHLMC approves the institutions that may sell and service mortgages under the Guarantor 
Program on an individual basis after consideration of factors such as financial condition, 
operational capability, mortgage origination andlor servicing experience. Most sellers and 
servicers are HUD-approved mortgagees or FDIC-insured financial institutions. 

FHLMC Securities 

FHLMC Securities will be mortgage pass-through securities issued and guaranteed by 
FHLMC under its Guarantor Program. FHLMC Securities are issued only in book-entry form 
through the Federal Reserve Banks' book-entry system. Each FHLMC Security represents an 
undivided interest in a pool of mortgages. Payments by borrowers on the mortgages in the 
pool are passed through monthly by FHLMC to record holders of the FHLMC Securities 
representing interests in that pool. 

Payments on FHLMC Securiiies begin on or about the fifteenth day of the first month 
following issuance. Each month, FHLMC passes through to record holders of FHLMC 
Securities their proportionate share ofprincipal payments on the mortgages in the related pool 
and one month's interest at the applicable pass-through rate. The pass-through rate for 
FHLMC Securities is determined by subtracting from the lowest interest rate on any of the 
mortgages in the pool the applicable servicing fee and FHLMC's management and guarantee 
fee, if any. The interest rates on the mortgages in a pool formed under FHLMC's Guarantor 
Program must fall within a range from the pass-through rate on the FHLMC Securities plus 
the minimum required servicing fee through the pass-through rate plus 250 basis points. 

FHLMC guarantees to each record holder of an FHLMC Security the timely payment 
of interest a t  the applicable pass-through rate on the principal balance of the holder's FHLMC 
Securities. FHLMC also guarantees to each holder of an FHLMC Security (i) the timely 
payment of the holder's proportionate share of monthly principal due on the related mortgages, 
as calculated by FHLPXC, and (ii) the ultimate collection of the holder's proportionate share 
of all principal of the related mortgages, without offset or deduction, no later than the payment 



date that occurs in the month by which the last monthly payment on the FHLMC Securities 
is scheduled to be made. 

FHLMC may pay the amount due on account of its guarantee of ultimate collection of 
principal on a mortgage at  any time after default, but not later than 30 days following (i) the 
foreclosure sale of the mortgaged property, (ii) if applicable, the payment of an insurance or 
guaranty claim by the mortgage insurer or guarantor or (iii) the expiration of any right of 
redemption that  the borrower may have, whichever is the last to occur. In no event, however, 
will FHLMC make payment on account of this guarantee. later than one year after an 
outstanding demand has been made on the borrower for accelerated payment of principal or 
for payment of the principal due at  maturity. 

The obligations of FHLMC under its guarantees of the 'FHLMC Securities are 
obligations of JWLMC only. The FHLMC Securities, including the interest thereon, are not 
guaranteed by the United States and do not constitute debts or obligations of the United States 
or any agency or instrumentality of the United States other than FHLMC. If FHLMC were 
unable to satisfy its obligations under its guarantees, distributions on the FHLMC Securities 
would consist solely of payment and other recoveries on the related mortgage; accordingly, 
delinquencies and defaults on the mortgages would affect distributions on the FHLMC 
Securities and could adversely affect payments on the Bonds. 

Mort- Purchase and Servicing Standards 

All mortgages purchased by FHLhIC must meet certain standards established by the 
FHLMC Act. In addition, FHLMC has established its own set of mortgage purchase standards, 
including credit, appraisal and underwriting guidelines. These guidelines are designed to 
determine the value of the real property securing a mortgage and the creditworthiness of the 
borrower. FHLMC's administration of its guidelines may vary based on its evaluation of and 
experience with the seller of the mortgages, the loan-to-value ratio and age of the mortgages, 
the type of property securing the mortgages and other factors. 

FI-ILMC has also established servicing policies and procedures to- support the efficient 
and uniform servicing of the mortgages it purchases. Each servicer must perform diligently 
all services and duties customary to the servicing of mortgages in a manner consistent with 
prudent servicing standards. The duties performed by a servicer include collection and 
remittance of principal and interest to FHLMC; administration of escrow accounts; collection 
of inscrance or guaranty claims; property inspections; and, if necessary, foreclosure. FHLMC 
monitors servicers' performance through periodic and special reports and inspections. 

In the event of an  existing or impending delinquency or other default on a mortgage, 
FHLMC may attempt to resolve the default through a variety of measures. In determining 
which measures to pursue with respect to a given mortgage and when to initiate such 
measures, FHLMC seeks to minimize the costs that may be incurred in servicing the mortgage, 
as well as FHLMC's possible exposure under its guarantees. However, the measures that 
FHLMC may choose to pursue to resolve a default will not affect FHLMC's guarantees. In any 
event, FHLMC generally repurchases from a pool any mortgage that has remained delinquent 
for a t  least 120 consecutive days and makes payment of principal to record holders pursuant 
to FHLMC's guarantee of ultimate collection of principal. 

SUMMARY OF PRINCIPAL DOCUMENTS 

The following is a summary of certain provisions of the Indenture and the Agreements. 
This summary does not purport to be comprehensive or definitive and is subject to all of the 
terms and provisions of the Indenture and the Agreements to which reference is hereby made. 



[To Come1 

THE COMPLIANCE AGENT 

will act as the Compliance Agent for the Program. will 
monitor each Lending Institution's compliance with certain of the Home Mortgage loan 
eligibility requiremen& described in the hiortgage Purchase Agreements, inc~udininotifyln~ 
each Lending Institution of any changes in qualifying household income or purchase price 
figures. 

TAX MATTERS 

In the opinion of Orrick, Herrington & Sutcliffe LLP ("Bond Counsel") based upon an 
analysis of existing laws, regulations, rulings and court decisions, and assuming (among other 
matters) compliance with certain covenants, interest on the Bonds is excluded from gross 
income for federal income tax purposes under Section 103 of the Internal Revenue Code of 
1986 (the "Code"). Bond Counsel observes, however, that interest on the BondE is a specific 
preference item for purposes of the federal individual and corporate alternative minimum taxes. 
Bond Counsel is also of the opinion that, under existing law, the Bonds and the interest 
thereon is exempt from taxation by any state or temtory of the United States or any political 
subdivision thereof, or by the District of Columbia. A complete copy of the proposed form of 
opinion of Bond Counsel is set forth in Appendix - hereto. 

The Code imposes various restrictions, conditions and requirements relating to the 
exclusion from gross income for federal income tax purposes of interest on obligations such as 
the Bonds. The Housing Corporation has covenanted to comply with certain restricttons 
designed to insure that interest on the Bonds will not be included in federal gross income. 
Failure to comply with these covenants may result in interest on the Bonds being included in 
gross income for federal income tax purposes, possibly from the date of issuance of the Bonds. 
The opinion of Bond Counsel assumes compliance with these covenants. Bond Counsel has not 
undertaken to determine (or to inform any person) whether any actions taken (or not taken) 
or events occumng (or not occurring) after the date of issuance of the Bonds may adversely 
affect the tax status of the interest on the Bonds. In addition, Bond Counsel calls attention 
to the fact that the rights and obligations under the Bonds, the Indenture and the Tax 
Certificate may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent 
conveyance, moratorium and other laws relating to or affecting creditors' rights, to the 
application of equitable principles and to the exercise ofjudicial discretion in appropriate cases 
and to the limitations of legal remedies against public agencies in the Territory of Guam. 

Certain requirements and procedures contained or referred to in the Indenture, the Tax 
Certificate and other relevant documents may be changed and certain actions (including, 
without limitation, defeasance of the Bonds) may be taken or omitted under the circumstances 
and subject to the terms and conditions set forth in such documents. Bond Counsel expresses 
no opinion as to any Bond or the interest thereon if any such change occurs or action is taken 
or omitted upon the advice or approval of counsel other than Orrick, Herrington & Sutcliffe 
LLP. 

Although Bond Counsel expects to render an  opinion that interest on the Bonds is 
excluded from gross income for federal income tax purposes and the Bonds and the interest 
thereon are exempt form taxation by any state or territory of the United States or any political 
subdivision thereof or the by the District of Columbia, the accrual or receipt of interest on such 
Bonds may otherwise affect a Bondholder's federal or state tax liability. The nature and extent 
of these other tax consequences will depend upon the Bondholder's particular tax status and 



the Bondholder's other items of income of deduction. Bond Counsel expresses no opinion 
regarding any such other tax consequences. 

NO LITIGATION 

On the date of issuance of the Bonds, the Housing Corporation will deliver a certificate 
to the Underwriters to the effect that there is no proceeding or litigation of any nature then 
pending to restrain or enjoin the issuance of the Bonds, or in any way contesting or affecting 
the validity of the Bonds, the proceedings of the Housing Corporation taken with respect to 
the remarketing thereof, the pledge or application of any moneys or securities provided for the 
payment of the Bonds, the existence or powers of the Housing Corporation or the title of any 
ofiicers of the Housing Corporation to their respective positions. 

RATING 

[Standard & Poor's] has assigned a rating of " "  to the Bonds. 

Such rating reflects only the. view of the rating agency at  the time such rating is given, 
and the Housing Corporation makes no representations as to the appropriateness of the rating. 
An explanation of the significance of such rating may be obtained only from Standard & 
Poor's. Certain information and materials not included in this Official Statement were 

~ ~~ 

furnished to the rating agency. Generally, a rating agency bases its rating on such i~~formation 
and materials and on investigations, studies and assumptions furnished to and obtained and 
made by such rating agency. There is no assurance that such rating will continue for any 
given period of time or that such rating will not be revised downward or withdrawn entirely 
by the rating agency if, in the judgment of said rating agency, circumstances so warrant. The 
Underwriters have undertaken no responsibility either to bring to the attention of owners or 
beneficial owners of the Bonds any proposed revision or withdrawal of any rating on the Bonds 
or to oppose any such proposed revision or withdrawal. Any downward revision or withdrawal 
of such rating may have an adverse effect on the market price of the Bonds. 

APPROVAL OF LEG= 

Certain legal matters relating to the authorization, issuance, sale and delivery of the 
Bonds will be passed upon by Orrick, Herrington & Sutcliffe LLP, San Francisco, California, 
Bond Counsel. A complete copy of the proposed form of opinion of Bond Counsel is contained 
in Appendix hereto. Bond Counsel undertakes no responsibility for the accuracy, 
completeness orairness of this Official Statement. Certain legal matters will be passed upon 
for the Underwriters by their coursal, Fulbright & Jaworski L.L.P., Los Angeles, California. 

The Housing Corporation has covenanted for the benefit of Owners of the Bonds or 
beneficial owners of the Bonds to provide certain financial information and operation data 
relating to the Housing Corporation not later than [I801 after the end of each fiscal year of 
the Housing Corporation, commencing with a report for the Housing Corporation ending - 

, 199- (the "Annual Bond Disclosure Report"), and to provide notices of the occurrence 
of certain enumerated events, if material. The Annual Bond Disclosure Report will be filed 
with each Nationally Recognized Municipal Securities Information Repository (and with the 
State Repository, if any). The notices of material events will be filed with the Municipal 
Securities Rulemaking Board (and with the State Repository, if any). The specific nature of 
the information to be contained in the Annual Bond Disclosure Report or the notices of 
material events is set forth in the Continuing Disclosure Agreement, a copy of the form of 



which is set forth in Appendix -. These covenants have been made in order to assist the 
Underwriters in complying with S.E.C. Rule 15c2-12(b)(5). 

UNDERWRITING 

The Bonds will be purchased from the Housing Corporation by the Underwriters, under 
a Bond Purchase Agreement pursuant to which the Underwriters agree, subject to certain 
conditions, to purchase all of the Bonds a t  a purchase price equal to 100% of the aggregate 
principal amount thereof. The Underwriters will be paid a fee of $ in connection with 
the sale of the Bonds. The initial public offering prices stated on the cover of this Oflicial 
Statement may be changed from time to time by the Underwriters. 

MISCELLANEOUS 

The references herein to the Bonds and the Indenture and other documents described 
herein are brief outlines of certain provisions thereof. Such outlines do not purport to be 
complete or definitive and reference is made to such documeats for complete end definitive 
statement of such provisions. The agreements of the Housing Corporation with the holders 
of the Bonds are fully set forth in the Indenture, and this Official Statemect is not to be 
construed as a contract with the holders of the Bonds. To the extent that any statements are 
made in this Official Statement involving matters of opinion, whether or not expressly so 
stated as such, they are intended merely as such and not as representations of iacr. 

GUAM HOUSING CORPORATION 
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August 08, 1997 

FROM: JOSEPWRON B. RIVEEA 

Re: SUPPORT FOR MORTGAGE EWESUE BOND BILL 

Pear Senaror Blar, 

I had been given information about this MORTGAGE REVENUE BOND BILL 
from the Guam Housing Corporation and wish to give my support for the 
passing of this b i l l .  

My fanily and I have long awaited the chance to own a home of our 
own and with the passing of this bond bill, we;are hoping that it would 
make what we have as a dream come true for us. My wife and I have both 
Lived on Guam for 30 years (being of Chamorru decent) and we were both 
not fortunate enough to hava land of our own. W e  do, however, wish to 
have a piace for our family to live. 

We strongly believe that only good rhings can happen from the passing 
of the MORTGAGE REVENUE BOND BILL. We are hoping that i t  will. Therefore, 
we are asking you t o  help us make that dream come true by supporting this 
bill. Your support will be greatly appreciated. Thank you and have a 
nice Zay. 

Best Regards. 

$6. &-- 
J s hron B. Rivera 



GUAM HOUSING CORPORATION 
TESTIMONY ON BILL NO. 149 

JAMES G. SABLAN, PRESIDENT 

Mr. Chairman and members on the Committee on Finance and Taxation. Hafa Adai. My 

name is James G. Sablan, President of Guam Housing Corporation. On behalf of the Board 

of Directors of the Corporation we are submitting our testimony in support of bill #149. An 

act to approve the terms and conditions of GHC's Single-Family Mortgage Revenue Bond. 

The mission of the Corporation is to create and preserve sustainable communities through 

innovative fmancing and development by promoting private ihvestmeilt in affordable housing 
programs for the people of Guam. 

GHC has expressed a need to make f u ~ d s  available to satisfy the acute demand for low and 

moderate income housing on Guam. While the Corporation wishes to make mortgage loans 

available for a variety of properties on Guam, GHC intentions is to also develop and expand 

the housing stock on the island through the construction of the Lada Estates Affordable 

Housing as mandated in Public Law 20-225. 

After careful analysis with GEDA and GHC, we have concluded that the most cost effective 

way to make mortgage funds available for the present housing stock and provide the financing 

mechanism for the Lada Estate housing project is to issue tax-exempt Single-Family bond. 

The Bond issue is not only affordable to the borrower but also very attractive to the private 

lending institutions as they will be participants in the origination and servicing of these loans. 

The bonds will be structured to assist the low to moderate income families that are first time 

homeowners. The dwelling units must be owner occupied and mortgagor's principal place of 

residence. We anticipate the bond to be rated a triple A by Standard and POOR or Moody's 

thus providing a below market interest rate to the consumer. The characteristics of the loan 

is a 30 year, levd payment, fust lien, fmed rate mortgages. The mortgagor will be required to 

provide a 5% down payment to purchase or  construct their new home. All these parameters 

makes this financing program very affordable. 

In the 1980s, an average of about 700 new units were added annually to Guam's housing 
stock. From the years 1990 to 1993, an average of 850 were built annually. In 1994, the 

number of units dropped to 739, in 1995 the number of units is 604, and in 1996 the number 



dropped even lower to 575 units. The drastic reduction in the number of new homes built on 

Guam can he attributed to the growing cost of houses. The median value of housing on Guam 

grew by an unbeliwable 127 percent from $57,600 in 1980 to $130,500 in 1990. In 1995 it 

skyroketed to $179,500.00 

In 1993, the Urban Institute conducted a study on Guam's housing needs and concluded that 

Guam was home to an estimated 36,658 households. The projection for 1998 is 42,864 

household an increase of 3% growth per year. Of these 46% or  16,860 household owned their 

own homes. The remaining 54% or 19,798 household were in the rental market. Excluding 

the "very low" income class of 5,159 this meant that over 14,000 were potential home owners. 

This tendency to rent homes on Guam is not necessarily an indication that people are unwilling 

to buy homes. It is an indication that they are unable to do so. Home ownership on Gurm 
would be higher in demand if it were made more affordable. 

Increased home ownership on Guam will have countless benefits. Homeownership generates 

benefits for both the individual and the island as a whole. The numerous benefits of 

homeownership have wide and far-ranging effects, as mentioned earlier home ownership will 

lead to financial security, increase personal pride, improve communities on Guam and most 
importantly foster economic growth. 

The window of opportunity is fast approaching. Present interest rates are very attractive and 

the down payment is much more affordable to the low and moderate income families. The 

majority boird proceeds will be used primarily for the Lada Estate housing project and the 

remaining funds to other Government sponsored projects such as the Land for the Landless 

program. The demand for affordable housing programs will he met and approximately 500 

families would realize their d r e a r  of owning their own home. 

In closing, the passing of this legislation wiU not only benefit the low and moderate income 

families and the private lending institutions, it will also provide job opportunities for the 

people on Guam. The issuance of the Single-Family Mortgage Revenue Bond can materialize 

only with your support. We humbly ask for your favorable consideration in helping our local 

families in realizing their dream for homeownership. 



Testimony On Bill 149(Cor) before the Twenty fourth 
Guam Legislature Committee On Finance And Taxation 

Submitted by Edward Untalan, Acting Administrator of the 
Guam Economic Development Authority 

Submitted April 2, 1997 

Good Morning Mr. Chairman (Senator Tony Blaz); Members Of The 
Committee On Finance And Taxation, Ladies And Gentlemen. 
For The Record My name is Edward Untalan,and I am the Acting 
Administrator Of The Guam Economic Development Authority. 

On Behalf Of The Authority And Its Board Of Directors, I Would Like To 
Thank You For Allowing Me The Opportunity To Testify On Bill 149, An 
Act To [Amend Section 4101, Subsection (A) Of Section 4104, Subsection 
(M) Of Section 41 04, Section 4105, Section 4106 And Section 4214, To 
Add A New Section 4103.5, Subsection (N) Of Section 4104 And Section 
4106.1, And Add A New Article 6, All To Title 12, Gca, AMTo Approve 
The Terms And Conditions Of The Issuance Of Up To sixty three million 
($63,000,000) dollars Of Mortgage Revenue Bonds Of The Guam Housing 
Corporation, And To Amend Sections 4,7,8,10 And 13 Of P.L. 20-225 
Relative To The Lada Estates Affordable Housing Project. 

Attached With My Testimony Is A Copy Of Geda's And GHC's 
Presentation Which Provides A Brief Overview Of The Program And The 
Issuance Process At The Conclusion Of My Testimony. 

As GEDA's enabling statute directs the Agency to be the primary catalyst 
in the economic development of Guam, we are obligated to provide the 
island's leaders with our comments on the potential impact of the proposed 
legislation may have in fulfilling its charter and mission. As Government's 
Central Financial Manager, we are obligated to assist in the creation of the 



supply of money available to finance housing construction and for 
mortgage financing. With the passage of Bill 149, we begin to accomplish 
these goals. 

Bill 149 provides a mechanism that accomplishes five major affordable 
housing objectives: 

1. The creation of a supply of money that will be used for mortgage 
financing at lower than conventional rates; 

2. The construction of 400 affordable single family homes earmarked at 
low and moderate income families; 

3. The complete implementation of the Lada Law to accommodate low 
income households, specifically those that cannot afford to own a home 

4. The reintroduction of private mortgage insurance back into the Territory 
5. And with the existing structure that we will present to you today, the 

elimination of risks associated with interest rates and non-origination 
calls. 

The Housing Study completed in 1993 disclosed a shortage of 
approximately six to seven thousand homes. Thus, for nearly a year and a 
half, both the GHC and GEDA have been working closely in designing an 
issue that will begin to address this shortage. The original structure was a 
standard mortgage revenue issue where it was insured by FHA and 
wrapped with a GNMA guaranty. This structure normally gives the rating 
agencies enough security to grant these issues a AAA rating. 

Geda Strongly Supports The Legislative Findings Of The Bill As It Will 
Allow The Guam Housing Corporation The Flexibility It Needs To 
Proceed With Financing Mortgage Loan Programs That It Is Enabled By 
Law To Do. 

Members Of The Committee, I Think That You Will Agree That There Is 
A Demand For Affordable Housing. Passage Of This Bill Will Help 
Implement A Lower Cost Of Financing Program For A "Gap Group" 
family household Which Finds It Difficult To Obtain Financing: The Low 
To Moderate Income Group. 



Geda Further Feels That Through The Issuance Of Mortgage Revenue 
Bond (MRBs), Everyone Participating Will Benefit. The Participants 
Include The Homeowner, Who Will Be Able To Acquire A House With 
Low Interest Financing; Locally Licensed Lending Institutions, Who By 
The Way, Will Be The Only Ones Who Can Originate Mortgages Under 
This Program, Receive Origination Fees And Closing Costs; And The 
Construction Sector Of The Economy, Who Will See A Demand For Their 
Services When The Lada Estates Affordable Housing Project Gets Started. 

The MRBs Will Not Contribute To The Government Of Guam's General 
Obligation Debt, That Is, The Bonds Will Have An Identified Repayment 
Source, Namely The Principal And Interest Payments That Homeowners 
Will Make To Their Lender. Thus, The Mrbs Will Not Be Dependent On 
The "Full Faith And Credit Of The Government Of Guam" Like Most 
General Obligation Debt Is. These Will Be More Similar To The Guam 
Power Authority Revenue And Guam Airport Authority Revenue Bonds 
Issued A Few Years Ago. However, Unlike These Two Previous Revenue 
Bond Issuances, Mrbs Have Unique Features All Their Own Such As 
Mortgage Insurance Provisions And Mortgage Pass Through Features. 

In Conclusion, Geda Feels That The Benefits Of The Issuance As Well As 
The Financing Program Outweigh The Costs. I Think We All Agree That 
There Is Demand For Affordable Housing For Our People. Passage Of 
This Bill Will Help Make It Become A Reality. Therefore, We Support 
And Urge You To Support The Passage Of This Bill. 



Date: April 2. 1997 

To: I-lonorable Tony Blaz, Senator Twenty-Fourth Guam Legislature and 
Chairperson, Committee on Finance and Tasation 

From: Tony Artero, REALTOR,B 

RE: Testimony on Finance and Tasation Hearing 9:00 A.M. April 2, 1997 

Honorable Chairman and Honorable Members of your committee: 
Tasation without representation is the stoq of my life in this lovely island paradise. My parents 
and grandparents who have gone before us, have similarly paid taxes and we have all been denied 
our econoinic freedoms to this very day by the authorities of our government at both levels. 

I t  is action such as this that prevents the implemention of a comprehensive and holistic land use 
plan for sustainable ds\,eloprnent in harmony with the environment. The total dis:egard to the 
funda~nenral to life, liberty, and the pursuit of happiness, and the blatant violations of Private 
Property Rights, are also the reason other public senices are reaching Crises Proportion No one 
is seriously doing anything, but we generally liear plenty of hot air. Democracy in Guam is in 
Co~natose. Comatose economic condition is the status quo. 

We are riddled with authoritarian, corrupt, and antidemocratic processes. How much longer, 
how many more generations, how many more World Wars and other wars must we fight to gain 
our economic freedoms? Why is it that self-reliance is virtually abolished and 
dependency in bad government is in? Are we waiting for an uncontrolable 
civil disobediance before we address the problem? 

The key players of our government have been notoriously immersed in conflict of interest, 
collusion, breaching civil liberty, and governing selectively for votes. All these can be found in 
the use of the land in Guam, not to mention nepotism in government. The actions of the power 
brokers, at both levels, have been to divide and conquer the working class. Along with the run- 
away white colla crimes, taxes, fees, and even heinous crimes have all increased, and, murderers 
are running around free. New laws and re&wlations are self-serving, counterproductive, and 
indisputably damaging. The conditions in our island community speak for themselves. Simply 
put. it is taxation without representation at its max. 

"Nothing is so easy as to deceive oneselC; for what we wish, that we readily believe." 
- Demosthenes (384-322 B. C.) Greek orator. 

At the present, the authorities believe: 1) The 1 Tano'-Ta Land Use Plan - But, the so-called 
plan is not a plan for sustainable development in harmony with the environment. Instead, it calls 
for more heltrr skelter development. Believe it or not, the situation today, islandwide, offers only 
short term politically motivated incentive, which promise quick return, but only for a few, and in 
the long run achieve little. We are not interested in supermarket tourism. We are not interested 



in uncontrollable development that threatens our environment and our tropical paradise image. 
You \\ant investors that are cornmined to the market not to the in\estment. Our go\ernmcnt 
must concentrate its energies on gening the fundamentals right. That is the only true wa. to get 
sustain b~o\\Th. 2 )  The Waste Disposal Contract - It is to enrich cenain individuals. And, 
opening another landfill dumpsite is no solution either. 3)  The Hospital - Like all the other 
departments and agencies, they are merely vote generating entities. 1) The School - Like Priiate 
Propem Rights have become political hot potatoes. 5 )  Our Security and Safet?. on the streets, i n  
businesses, and even in our homes - Virtually not available, but there's \\ildlife refuge for the 
brown tree snakes. 

Ln closing. some thin~s,  however, need to be reiterated lest we forget. Looking back at where we 
were before WWII, Guam was self-reliant. Back then the center of concerns is the life of every 
human being. includine that ofthe unbom. Family size was around six or more children without 
governmental assistar!ce in housing, much less foodstamps, \vclfarr, and gants. Guam before the 
\tar \\.as \\..ell on its way to a sustainable human habitat development for families. businesses. and 
the industries with little or no pollution prohlern to swak of It is for that reason, \ye not only 
fed ourselves and although by force, nonetheless, we also fed the Japanese Army during UW1 
without a single shipment of imported fcod and nobody died from starvation. Sergeant Yokoi 
sunived an additional 25 years after the uar  on Guam, also without governmental assistance of 
any kind because no governnlent prevented him from using the land. Ladies and gentlemen, that 
confirms that our social economic dilemma has everything to do uith modem day politics. 

Anached to this testirnony is copy of the "Claim of Interest" my wife and I have filed with the 
Depamnent of Revenue and Taxation on s o e n  (7) different properties we sustain heavy damages 
due to government restrictions. 

Didok na Si Yuus Maase Senator Blaz and members of your committee for the opportunit?. to 
s ~ a k  and for your attention. 

Biba Hustia, Biba to the end of poverty and welfare, Biba for Individual Economic Freedoms 
Biba taotao Guam. Si Yuus Maase 
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oE 31 4 39 m '96 Claim of Interest 

THIS INSTRUMENT IS MADE ON THIS 31st day of December, I996 by Antonio T 
Artero and Mildred D. Artero whose mailing address is P. 0. Box 988, Agana, Guam 96932. 

Whereas the following listed privately owned real properties below have various 
problems associated with government restrictions both physical and political in nature without 
compensation. 

ht...& Location Problem 

1) Lot # 11-3 -Agana Heights -PUAG pipes buried in the ground and Road 
encroachment. 

2) Lot tr 10060-REM-6-1 -Toguac/NCTAMS -GTA Cables buried in the ground and Aviation 
Gas Pipe Lines traveling through the lengh of 
the propetty above ground. 

3) l.ot rt 124-2 -1narajan -Recent Public Works activity on thc road 
damaged the property bounday marker. PUAG 
pipes are buries in the b~ound. 

4 )  Lot !! 3073-1 -Agana lleights -Landlocked by the Aviation Gas Pipe Lincs. 
5) Lot it 3059-9 -Agana I lcights -PUACi Scwage Pipe Linc buried at onc corncr of 

thc property. 
6) l.ot li 289- -Asan -GI{URA's Urban Renewal Projcct Landlocked 

the rcmaindcr after the taking. 
7) I.or 10080 -Urunao -Government's taking Landlocked thc rcmaindcr. 

Thc 28 I lcctarcs takcn was without 
compensation. The landlockcd rcmaindcr was 
uscd as a dump sitc. 

NOW. 'TIIEREI'QKE. thc recitals stated abovc by Antonio 'r. Artero and Mildred D. Artcro 
declares the following: 

I .  That we are the land owners or the heirs of the estate of the oribinal land o\vnrrs either 
individually or collectivcly maintain a meritorious legal claim and title to areas of land previously 
dcscribcd. 

2. That original land owncrs or heirs of their estate have never been compensated for the 
punitive, physical. and financial damages resulting from government restrictions both physical 
and political in nature for the arcasof land previously described. 

We, Antonio T. Artero and Mildred D. Artero, have hereunto set our hand and allixed our 
signatures the day and year first above written. 

Antonio T. Artero Mildred D. Artero 



13 May 1997 

TESTIMONY IN REGARDS TO BILL 149 
JOE CRUZ, PRESIDENT, (ACTING) 
GUAM HOUSING CORPORATION 

MI Chairman and members of the Committee on F i c e  and Taxation, first I would 
like to apologize for the absence of Mr. James G. Sablan, President of Guam Housing 
Corporation who is currently off-island. On behalf of the Board of Directors, Management 
and StafF of the Corporation I wish to submit a testimony in support of amending section 6 
of Public Law 20-225 as reflected herein. 

Public Law 20-225, section 6, mandates that the off-site infrastructure for the proposed 
Lada Estates project, an amount of approximately $3.5  mil would be born by the 
Government of Guam. 

If the Government cannot provide the necessary funding then Guam Housing Corporation 
proposes that it either borrow the funds necessaty from the General Fund with a term of 
five years without interest or to be funded from the Mortgage Revenue Bond proceeds. 
This cost would then be p a s d  on to the prospective homebuyer. Whichever proposal is 
acceptable the Law would have to be amended. 

Under this proposal the price of eachnit  would increase by approximately $8,750.00 

The success of this most important and much needed affordable housing program is 
dependent on reaching a conclusion on this issue. 

The off-site infrastructure has to be completed at the onset of this project, financing has 
to be in place; this development will be completed in phases of 25% which when sold 
could account for a proportionate share of this cost. 



A breakdown of the proposed sources of funding is as follows: 

Funding for the Lada Estates program: 

Option # 1 Option # 2 

FHLB $18,500,000 $ 18,500,000 
MRB 28,116,699 31,616,699 
Gen Fund 3.500.000 - 0 
Total $50,116,699 $ 50,116,699 

With the cost of Lada at appx $46,616,699 plus 3.5 pi1 for infrastructure the total 
would be $ 50,116,699 

Any additional hnds derived from the Mortgage Revenue Bond could be utilized 
in other mortgage issues to include the sub divisions supporting the Land for the 
Landless programs. 



- 
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-- L fR,+A - GHURA 
a- IIousing and Urban Renewal Authority 

PO. Box CS? Agma, Gwm 96910. Phenn (6711 477-911S1 to4.  Far (671) 47741- TDD No. 472-3701 lwlm 
*)*Rm- 

David N. S.IJord - 
The Honorable Joe T. San Agustin 
Chairman, Committee on Economic-Agricultural 

Development and Insurance 
Twenty-Third Guam Legislature 
424 West O'Brien Drive 
Julale Shopping Center, Suite 21 8 
Agana, Guam 96910 

Dear Senator San Agustin: 

'.lme D.s.RtlUno ~ n b  The following are my comments on Bill 778. 
Jmu S. O M  

-b Homeownership has increasingly slipped out of reach for the low-and moderate-income 
J- c wl-ag household. I strongly believe Bill 778 is an irnponant milestone in the march toward 

u""b" 

. V*entc Q. S a c h a  
homeownership. However, this Bill should also address cutting the costs of homeownership 

M- includjng hancing and transaction costs and fees, to make homeownership more affordable 
and simplify the home buying process to make it easier to purchase or build a home for the 
low-and moderate-income families. Owning a home serves as one of the main symbols of 
social success and is a primary aspiration for most people. 

Bill 778 will also help geneme jobs and simulate economic growth. It will create economic 
prosperity due to its strong job multiplier effect and because increased housing starts and 
home sales represent renewed economic confidence. It will help restore economic stabiity 
to our island. 

Increasing the supply of affordable housing has been the focus of government efforts since 
1990. The thrust of these efforts have focused on providing improved subdivision lots to 
qualified buyers at below fair market, usually $2,500 per lot. A total of eight govenrmem 
subdivisions have k n  authorized through various public laws. 

GHURA does not disa~mtnate against persons with disabilities. 
The Research. Planning and Evaluation Administrator has bean designated as Section !Xd Coordinator 

ThcCowdinator can be contacted at the above address and telephone numbers. 



The Honorable Joe T. Sen Agustin 
Bill 778 
Page Two 

The Department of Public Works estimates that it will cost approximately $20,000 per lot ($7.98 
million total) for the hfkamuctu~e improvements in the Lada Estates subdivision. This cost will be 
recovered through the sale of the residential units at prices ranging h m  $64,260 to $98,000. 

Experiences with the As-Lucas and Asnrmbo ahdivhns show that to simply provide improved house 
lots at below market value. does not alwaw mean that the familes will be able to construct thek 
ho~& on a timely manner. ~ e &  a cornpkte package, improved lot and house, as proposed with the 
Lada Estates subdivision should be the approach we take in all fiaure government sponsored 
mbdivisions. 

Akxting for the P i  and Ija subdb&bns have been identified. However, the fUading will on& cover 
iniiasaucaae improvements. We recommend that the development approach for these two '2and for 
tk Landless" subdivisions be revised to include the total development of both the infkcmwture and 
the houses following the Lada Estates model. Existing identified fUnding sources for Pigua and Ija can 
be wmbioed with mortgage revenue bond 6nancing to include the purchase of a house and improved 
h t  rather @just a purchase of an improved lot. This is an option we should present to the families 
who have bem~lec ted  for these subdivisions. 

GHURAdoes not discriminate against persons with disabilities. 
The Research. Planning and Evaluation bdministrator has been designated as Section M4 Coordinator 

The Coordinator can be contacted at the above address and telephone numbers. 



Joe T. San - 
Bill 778 
Page Three 

Oved,  Bill 778 will be good for Guam. The construction of affordable homes is swiously needed to 
improve the quality of lives for our people and issuance of the bond will be viabls to the economy. The 
Revenue Bonds will provide families a place to live and raise children and invest in an asset that can 
grow m value. It will enable families to have a greater control and exercise more responsibiity over 
their living environment. It will s tabi i  neighborhoods and strengthen communitiis. It will create 
economic prosperity for Eunilies and communities and act as dynamic generator of economic growth. 
It will create jobs directly related to c o m a i o n ,  and many more jobs through increased demand for 
household goods and services. I believe this Bi wiU help achieve an all-time high level of 
homeownership in Guam. 

In clasing, I would like to thank you for giving me the opportunity to submit my written testimony on 
Bill 778. 

Sincerely, 

GHURAaoes not analrnmate agamst persons wvl ansaoollt~es 
The Rescam. PIannlnq and Eva~uabon Mrn~n~strator nas Dccn aestgnatM as Sen~on 504 Coomtnator 

The coordinator can be comaned at the above address and telephone numbers 



ALEX: BROWN 

April 1,1997 

Edward Untalan 
Guam Economic Development Authority 
ITC Building, Suite 909 
590 SOL* Marine Drive 
T amuning, Ouam 9691 1 

Dear Ed: 

We understand there is a hearing today reganding tbc $63 million GHCMRB 
issue. 

As you know, we have cloely worked with GEDA. GHC and Smith Bamey 
warding the he of this issue. Our main c o r n  bns been tha the issue meet both 
the supply and demand for the temtoria Pffordeble housing 4 6 .  k the GHC 
dordabk housing study indicates the hourbq rupply lags bc dmund and therefore 
dictates that thc i~suc be stnrcrund to eliminate the riak of m oribtion and MY 
interest rate fluctuntionr, 

By wing the COB structure pmposcd we will not utilize frmdc until the supply le  
available. Furthermore, as rr Freddie Mac MBS lhuchar the bond8 wid be rated triple A, 
which will result in a lower intenat rate on the bonds, which equatcg to a lower intercat 
rate to rhe home buyer. We mc comfortable that this rtructrrre will minimize my exposure 
for the taitory. Thacfore, we ncommend thrt OHC go forward with this bond issue. 

If you or the iegislaturw have any fWher qwstion8, pl- facl free to call mt  Or Bob 
Foggio at any time. . 



TO: Guam Housing Corporation 

FROM: Smith Barney Inc. 

RE: Update on Freddie Mac 

DATE: May 2,1997 

As communicated to you earlier, Freddie Mac has indicated that their commitment to offer mortgage 
securitization for Guam Housing Corporation's proposed issue of mortgage revenue bonds will no 
longer be valid if the financing is not approved by the legislature prior to June 15, 1997. As you are 
aware, Freddie Mac required an extensive sales pitch as to why they should commit to GHC's 
financing. They were very womed about the concenaation risk and the deliiquency performance 
of Guam mortgage loans. Although they committed to securitize GHC's issue in December 1996, 
the long period of time it has taken to obtain final legislative approval has increased their anxiety. 

The Freddie Mac pledge is very valuable to GHC. By securitizing the mortgage loans into Freddie 
Mac mortgage backed securities ("MBS"), the financing will obtain a "AAA" rating. If the issue 
is not done as a MBS structure, the rating agencies have indicated that they would require substantial 
overcollateraliztion from GHC. This would be expensive for the Corporation and would likely result 
in only an "A" rating for the issue whi&h in turn would increase GHC's borrowing cost and resultant 
mortgage rate to program borrowers). 

We believe that the proposed Freddie Mac structure offers GHC its best alternative to provide a very 
attractive mortgage product at minimal risk to the Corporation. This structure also draws upon a 
minimal amount of financial support from the Corporation. 

We would be happy to furnish any additional information the Senators require. Please advise us if 
there is anything we can do to expedite the legislative approval. 

S M T ?  BAohlEY 'NC 390 Greenwmcn S:ree!. New Yorr. NY 10013 
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Senaror Anthony C. Blpr 
Chairman, Cornminee on Finance and 
Taxation 

I55 Clerler PI. 
Guam Legislature 
Agnna Guam 96YIO 

Dear Senntor BIN: 

This lmcr i% to nscrrtain thc itatus of the Lsgislative Session atticipated fur August. I t  is ol:r 
utldsrstilnding t i la  the session has been moved back to Sepe~nbcr. though I ltave not ye: 
r e l v e a  oEtcial ncws fro", the i~gir lstureor indircmly vla the media. 

As yo11 am well swure. the Authority l~ar  been worklng diligently on thc Guam Hossing. 
Cotporalioj~ Mortgage llevenur Bonds (MKB). We lhavc been working under the assumption 
that rhis issue is of r hi* pnorlty m the Legislature because of  rlle need for affordable llul~sing 

- to the low ro muderate irbcumc p u p .  

I t  ,s unfonu~~ate that the proposed legislation will have to hc dcfened ttnril next ~nor!th. We had 
made assttratwes to Freddie Mac that the proposed legislnrlon was going to bc drbarrd this 
rno~~th. In fact, you had demonstrated ywr wpprt by sending a letter to Jim Sablan at GllC 
indicating that the legislation war going w be intrcduced to the full body in the near future. 
UnforIunately that muy no: &caw. Furthcrmom, wc had arrurd Freddie Mac. by reference to 
yrmr letter that you were supponive of the housing bond and would facilirate its submittal to thc 
August sussioa. We hope air delay rill nor make thcm reconsider d~eir support ant1 
panicipation in the program. Frcddis Mac's ruie is a vial part ofthe bond issuc. Without their 
aSsisral:cc in securitizing these locally finand mongapes, GHC may hove to rccanridw the 
feasib~lity of issuiug bonds. 

Wc wan1 you to know that we appreciate ail that y w  are doing tn accomn~odale the palrage o f  
the bill. However. we request your asrlstsncc to try to get thin hill heard by thc Legislature at the 
earlrest opportunily. 

Should you have any qoest~ons or concerns. feel free lo contact me at 647-4503 or fax me at 649- 
4146. 

I)estirrotirr,r Guurr. USA 
Tropical Panrdi.vu di Idorrd of 1)pporh~nit iu~ 

IT<' Ru#lilll$$ ' VJl; S~tu l l l  C~~IIIIC I )# t>c  . T z u ~ l t ~ ~ ~ i n : .  (;u.$%v 116111 1 - T,.t~phtmc lh?l 1 lJ7.4332 - F;ti.,iildle th7l ;  h-lY.414O 



Twcnty-Fourth Guam LegisZam 
COMMITBE ON FINANCE & TAX4 TION 

SIGN-IN-SHEET 
April 2, 1997 9:00 a.m. 

BILL 149 
AN ACT TO AMEND $4104, SUBSECTION (a) OF $4104, SUBSECTION (m) OF $4104, $4105, $4106 AND $4214, TO ADD A 
NEW $4103.5, SUBSECTION (n) OF $4104 AND $4106.1, AND ADD A NEW ARTICLE 6, ALL TO TITLE 12, GUAM CODE 
ANNOTATED, AND TO APPROVE THE TERMS AND CONDITIONS OF THE ISSUANCE OF UP TO $63,000,000 OF REVENUE 
BONDS OF THE GUAM HOUSING CORPORATION, AND TO AMEND SECTIONS 4,7,8,10 AND 13 OF P.L. 20-225, RELATIVE 
TO THE LADA ESTATES AFFORDABLE HOUSING PROJECT. 

TESTIMONY 



Twenty-Fourth Guam Legislature 
COMMITTEE ON FINANCE &TAXA TION 

SIGN-IN-SHEET 
April 2,1997 9:00 a.m. 

BILL 149 
AN ACT TO AMEND $4104, SUBSECTION (a) OF $4104, SUBSECTION (m) OF $4104, $4105, $4106 AND $4214, TO ADD A 
NEW $4103.5, SUBSECTION (n) OF $4104 AND $4106.1, AND ADD A NEW ARTICLE 6, ALL TO TITLE 12, GUAM CODE 
ANNOTATED, AND TO APPROVE THE TERMS AND CONDITIONS OF THE ISSUANCE OF UP TO $63,000,000 OF REVENUE 
BONDS OF THE GUAM HOUSING CORPORATION, AND TO AMEND SECTIONS 4,7,8,10 AND 13 OF P.L. 20-225, RELATIVE 
TO THE LADA ESTATES AFFORDABLE HOUSING PROJECT. 
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TO: 

Fax Transmission 
SMITH BARNEY INC. 

390 GREF.NWICH Sl%EET. 2ND FLOOR 
NnVYOrUr,h'Y 10013 

(212) 723-5597 
Fa: (212) 723-8939 

Ed UnralaniJohn Gumoro DATE: May 5,1997 
Jim Sablan 
Stan Dirks 
Don Hunt 
Margaret GuarindBob Foggio 

FAX #: 671-649-4146 
671 477-7409 
415-773-5759 
213-680-4518 
237-2382 

PAGES: 18 (including cover) 

FROM. Nick Flu& 

SUBJECT: Bond StruWCash Rows/Dcbr Savice Summary 

COMMENTS: 

The following are excerpts from the cash flow bwk which was sent to Ed Untalan 
via Fed Ex tonight I assume the call on Wednesday, May 7rh at 9:oO P.M. EST 
will be originated by GEDA. My home numkr is 718-268-2786. Please also tic 
in Alan GaldRein a~ 212-723-5722. 

If you have any questions, if any pages are missing or if copy is illegible. please call Stacey Klein 
at 212-123-5632. 



%so,ooo,ooo 
Single Family Mortgage Revenue Bonds 

1997 Series iVB 

EXECUTIVE SIJWMARY* 

Proposed Bond Structure 

s20,000,000 
1997 Series A 

s3o,ooo,oOO 
1997 Series B 

Serial Bonds Due 1999-2012 Convenible Option Bond 
Term Bond Due 2016 to be remarketcd/refunded 

Super Sinker Term Bond Due 2020 to long tern fixed rates 
(4-year average life) after two years 

Term Bond Due 2028 

Mortgage Raus 6.90% 6.60% 
Commitment Fees from Lenders S2W.000 S300.000 S500.000 
Net Poinrs Paid to Originating Lenders S200.000 S300.000 %500.000 

GHC Earnings 

Final Ending Surplus 
- Expecred Case 
- 0% FHA Rcpaymenr 

Total Ahnistraxive F e a  to GHC 
- Expecred Case $549,000 S818.000 51,367.000 

GHC Up-front Cash Conmution 

Conmbuuon ' 5400.000 5500.000 %900.000 
Expected Case Reimbursement Dau 9/112004 9/1/2000 

- Preliminq based on present market mes. bond suucrure. and fees. 



CUAib- HOUSING CORPORAnON 
1!W7 Series AIS 

preh~;nuv Cash Row Analysis 
May 5.  Ib97 

ASSUMPTIONS FOR CASH FLOW ANALYSIS 

The following analysis projects the cash flows f o r b  offering of Guam Housing Corporadon's 1997 
Series A and B Bonds. Togcher. the issue totals %SO million. 1997 Svies A will consist of a S20 
million long tam'issue, the proceeds of which will be used to acquire mongage loans. 1997 Series 
B will consist of a S30 million Convertible Option Bond ('TOB") issue IO be rcmarkercd to long 
rum fmed races after two years. Rarcs are based on c m n t  market conditions. 

Iris assumed tha~ the Corpomion wil l  conuibure funds andlor ~reddie Mac MBS to cover cosrt of 
Issuance and negative arbiuage for 1997 Sais A and the initial COB issue for 1997 Series B. For 
the remarkcring of S&s B to long-term fixcd ratu. issuance costs and negadve Ybiuage arc 
expected to be covered by investment earnings on the COB. n e  abovc, wgerher with commitment 
fees of 1% on the mortgage loans. will allow each issuc to begin and remain at parity, as assumed 
is necessary far a "AAA" taring. Addidorial asset pledges may be necessary to reimburse CMAC 
under the Corporation's nsk-sharing amrngcment, 

Thc Bonds arc assumed to be dated and delivered on August 1, 1997. The first inurest paymcnt 
date for both issues is t k h  1.1998, with inrerest paid on a sem-wual  basis thacafter. The 1997 
Series A and B Bonds have final rnamri~y dates of September 1,2028 and Septembe-r 1,2030. 
respectively. 

. The acquisirion period for each issue is assumed to k one yca~ following the issuance of ihe 
long term bonds. The mongage loan characunstics for each issue ye as follows. 

Loan Mortgage Point 
T?qzr u Srmaure 2ml 

1997 Series A Fixed Rate 6.90% 1 commirmenV 360 monchs 
1 lender 

1997 Series B Fixed Rate 6.60% 1 cornrninnenr! 360 monrhs 
1 lcnder 

Note that rhe mortgage rate for the 1997 Series B issue is 30 basis points lower than rhar for the 
.Series A. This effect is c a d  by the reduction in bond yield associated with the shon rum COBS 
of ihe Series B. The Corporauon could alcematively create a targeted pool of reduced rare mortgage 
loans to lower the overail mongage yield. 



GUA HOUSmG CORPORAITON 
1997 Series A/B 

Prel' lminary Cash Flow anal@ 
Mav 5.1997 

A 30 day lag is assumed on rhe mortgage payments. 

Non-refundable commitment fees of 1% of the mortgages are assumed to be paid by 
originating lenders to reduce the required conaibunon for issuance costs and neganve 
arbinage for csch issue. Upon origination. bauks are refunded their up-front commitment 
fee and paid a 1% origination fee. 

Fees 

Servicing cxpcnses arc assumed to k 25 basis paimr of loans ourstandmg paid monrhly up- 
front. 

Adminismtive expenses of the Corporation are assumed to be 25 basis points of loans 
oursranding paid monthly up-fron~ 

Freddie Mac's fees am assumed to bc 25 basis points of loans oumanding paid monthly up- 
fronr. 

Trustee fees arc assumed u, bc 5 basis points of Bonds oumanding paid semi-annually up- 
fronr 

. 11° 
Rates 

. ?he Rattds Account for each issue is assumed to beinvested at 555% with i n m t  paid 
on a semi-annual basis. 

Thc Capiralized Interest Fund and all ending cash balances for each issue are ssiuncd to bc 
invcsud at the bond yield with inurest paid on a semi-annual basis. 



GUA HOUSING CORPORATION 
1997 Series A./B 

Preliminary Cash Flow Analysis 
Mav 5.  1997 

Yield Calculations 

MSBTA Bond Yield 6.000805% 5.699644% 

Maximum MSBTA Mortgage Yield 7.125805% 6.824644% 

MSBTA Mongage Yield 7.089350% 6.789696% 

Cushion 0.036455% 0.034948% 

Other information 

In the d y s i s  for the remarketing of Series B, it is assumed that positive investment 
earnings on h e  COB will be used to cova non-asses of the issue. Should the Corporarion. 
however. decide to conuibure casb or mortgages to cover such non-assets. thc positive 
invemnent earnings may be used for ocher pruposes. For example. GHC could fund 
additional mongages with such monies. resulting in grcarer carh residuals to the Corporation. 



SOURCES 

$50,000,000 
GUAM HOUSING CORPORAT' - Y  

Single Family Mortgage Revenue ~onds 
1997 Series AIB 

Sources and Uses (Expected Case) 

Bond Proceeds 
Commitment Fees 
GHC Up-front Cash Contribution 
COB Investment Earnings 

TOTAL SOURCES 

USES 

Acquisition Fund 
Capitalized Interest 
Expenses 
COB Investment Earnings 

TOTAL USES 

Total 
Series A Series B Series A18 



W U  WSINC. COllwnblIOII 
SingLe F n t l y  wortgage Revenue Bonds 

1997 f c r t n  A 
t p n t d  Cam 

Production 7.b;~ 

First Interest 

i.t.aorn 
Bond Tear* P e r  Bone 

3%5.W[I.00 
~10.000.00 
420.000.00 
r30.ooo.00 
640. OM. 00 



Tot81 ServoI Bands : 7.9W.000.00 
TotaL Term lano+ 1 : 3.140.000.00 
Totat Tarr @an= e 2 : s.sBD.om.oo 

Yet Inrerest cast : 5.97162 
rverepa eoad Yield : 5.85102 
Ar*rwe mad L i f e  : 20.4095 p a r s  
rrarage lakadwn :S 0.0000 
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GUU HOUSING UlRIORlTlON 

t r y l a  F u r  L Y  rortqm#. Re.anua 
S0r.n A 

€.....cce cu. 

PledY+lIDn ~ o . ~ ~ ~ . ~ O ~ . O ~  
~s.zru.d Inter.sc 0.00 
~ d r u ~ ~ m m n t  0.00 
L ~ S S  upfront tnsuranca : 0.00 
Lass Und.rrr3t.r. Olst : 0.00 

Eie: 5.993928% 
To 61 111997 







Total Seri.4 ionas : 9.155.000.00 
T o t a l  farm eonas s 1 : 5.410.MO.00 
Total l a r m  Bends s 2 : 14.735.000.00 

Nar X n t o P n r  cost : 5.91141 
rraragm Bond 1i.Ld : 5.8119TZ 
A.ar4ga tond L i f e  : 22 .102  y u r t  
arar.0. Tab- :S O . O m  

U I r h  Barney. nmrris u ~ k . .  L to.  1naaroorrr.d 
*af l7b.ea~.YR.l  9 n  Y.Y 5 16:08:37 1997 
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To: 
Mr. JWSC PCU 
Committee nn Finntlce ar~d I 

FAX 

Ptlonr: 
Fux phnnc 172-3562 
rc I 

Uillc: U6lV3/9? 
Vumlnroipagcs includln;: cclvcr s h c m ~  -- 

F m n ~ :  
John Ciuencru 
Uavc Sasa~ -- I 

I 

Phone, Mi-4329 
Fax phone: 639-4 146 I 

I HEMARKS: Urgent For ynur review Rcply ,\SAP Plcasc cnmn~cllt 

Jcssu: nrmcachsd arc copics uilhc lcttcr from Boud counsc: mentioning the illdenture i ~ s  an cnclor~lre as well as olhcr 
documen~r rcl;ilal tn thc LlRB. 
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& SLTTCLIFFE LLP 

May 2, 1997 

%. 

'v cn cC 

Interested Parties 
(See Attached List) 

Re: G u m  Housing Corporation S i l e  Family Mortgage Rwenue 
Bonds 

Ladies and Gentlemen: 

Enclosed to each of you are the followirg: 

(1) draft form of indenture incorporating a fured rate series and a series to 
be converted to fixed at some later date, and 

(2) draft forms of master and supplemenral origination agreement for the 
originating lenders that sell mortgage loans to the master serviccr. 

Also enclosed to GEDA and GHC are copies of rhe master and supp1emental 
agreement for the Masta Servicer, cleaned up in minor respects. 

All of these documents need additional work. For example, the origination 
and master micu agreements all retain the concept of a Developer Allocation that we may 
ar may not use in this fmancing. In addition, Frcddie Mac h a  not reviewed these 
documents and may have additional requirements, particularly relating to their "Affordable 
Gold" program. Also, the indenture format for the convutible option bond may need to 
change. 

Please call with questions. 

Very truly yours, 

A- 
Stanley J. Dirks 

Enclosures 











GUAM HOUSING CORPORAnON 
(A Public Corporation) 

FINANCIAL STATEMENTS AND 
INDEPENDENT AUDITORS' REPORT 

YEARS ENDED SEPTEMBER 30,1996 AND 1995 



b Oeloitte & 
Touche LLP 

The Board of Directors 
Guarn Housing Corporation: 

361 Souih Marine Drive Telephone: (671) 646.Dlli (3884) 
Tamuning. Guam 9691 1 Telecopior: (671) 649-4265 or 6d9-493 

We have audited the accompanying balance sheets of Guarn Housing Corporation (a public corporation), 
a component unit of the Government of Guam, as of September 30, 1996 and 1995, and the related 
statements of earnings and retained earnings and cash flows for the years then ended. These financial 
statements are the responsibility of the Corporation's management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards and Governmenr . . , issued by the Comptroller General of the United States. Those standards require 
-perform the audits to obtaia reasonable assumnce about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosuns in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall fmancial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 

In our opinion, such financial statements present fairly, in all material respects, the financial position of 
Guam Housing Corporation (a public corporation), as of September 30, 1996 and 1995, and the results 
of its operations and its cash flows for the years then ended in conformity with generally accepted 
accountmg principles. 

In accordance with . . we have also issued a report dated December 30, 
1996, on our c o n s i d v r a t i o n ' s  internal control structure and a repon dated 
December 30, 1996, on its compliance with laws and regulations. 

December 30, 1996 



GUAM HOUSING CORPORA1 .JN 
(A PUBLIC CORPORATION) 

Interest income: 
Loans receivable 
Bank deposits 

Interest expense 

Statements of Earnings and Retained Earnings 
Years Ended September 30,1996 and 1995 

Net interest income . 
Other income: 

Management fee 
Loan origination fees 
Other 

Total other income 

Expenses: 
Salaries 
Retirement contributions (note 8) 
Other 
Depreciation 
Contractual services 
Employee benefits, other than retirement 
Travel 
Professional services 
Loan origination costs 
Directors' f e e  
Rent 

Other expense: 
Loss on investments 

Total expenses 

Net earniugs 

Retained earnings at beginning of year 

Retained earnings at end of year 

See accompanying notes to financial statements. 



GUAM HOUSING CORPORA1 . 
(A PUBLIC CORPORATION) 

Balance Sheets 
September 30, 1996 and 1995 

ASSETS EL6 

Cash and cash equivalents (note 2): 
Unrestricted 
Restricted (borrower deposits, etc.) 

Total cash 

Investments, at market (note 3) 
Receivables: 

Loans receivable (notes 4 and 7) 
Accrued interest 
Other (note 9) 

Less allowance for loan losses 

Net receivables 

Prepaid expenses and other 
Land held for development (note 10) 
Foreclosed asset held for resale (note 6) 
Property and equipment, at cost, less accumulated 

depreciation (note 5) 

Liabilities: 
Other liabilities 
Deposits by borrowers - insurance premiums and 

real estate taxes 
Notes payable (note 7) 
Accrued pension cost (note 8) 

Total liabilities 

Contributions and remined earnings: 
Contributions trom Government of Guam and Federal 

Government (note 9) 
Retained earnings 

Total contributions and retained earnings 

Contingency and commitment (note 11) 

See accompanying notes to financial statements. 



Interest income: 
Loans receivable 
Bank deposits 

Interest expense 

GUAM HOUSING CORPORA'1 i3N  
(A PUBLIC CORPORATION) 

Statements of Earnings and Retained Earnings 
Years Ended September 30,1996 and 1995 

Net interest income 

Other income: 
Management fee 
Loan origination fees 
Other 

Total other income 

Expenses: 
Salaries 
Retirement contributions (note 8) 
Other 
Depreciation 
Contractual services 
Employee benefits, other than retirement 
Travel 
Professional services 
Loan origination costs 
Directors' fees 
Rent 

Other expense: 
Loss on investments 

Total expenses 

Net earnings 

Retained earnings at beginning of year 

Retained earnings at end of year 

See accompanying notes to financial statements. 



GUAM HOUSlNG CORPORA. .JN 
(A PUBLIC CORPORATION) 

Statements of Cash Flows 
Years Ended September 30, 1996 and 1995 

Cash flows fiom operating activities: 
Net earnings 
Adjustments to reconcile net earnings to net cash 

provided by operating activities: 
Depreciation 
Amortization of discount on loan due from Guam 

Rental Corporation 
Net gain on investments 
Net decrease in loam receivable 
Increase in accrued interest 
Increase in other receivables 
(increase) decrease in prepaid expenses and other 
Increase in accrued pension cost 
Increase (decrease) in other liabilities 
(Decrease) increase in deposits by borrowers 

Net cash provided by operating activities 

Cash flows fiom investing activities: 
Sale of investment securities, net of loss 
Increase in land held for development and resale 
Interest earned and reinvested 
Rental income received 

Net cash (used for) provided by investing activities 

Cash flows fiom noncapital financing activities: 
Repayment of notes payable G!J%m!) 

Net ' a h  used for noncapital financing activities (2193.880) 
Cash flows fiom capital and related financing activities: 

Purchase of property and equipment (283,463) 
Proceeds from sale of buildings L!La!J 

Net cash used for capital and related financing 
activities (111.963) 

Net increase in cash and cash quivalents 994,930 

Cash and cash equivalents at beginning of year 2.685.841 
Cash and cash equivalents at end of year 63.680.771 
Supplemental disclosure of cash flow information: 

Cash payments during the year for interest L861.105 
Non-cash transaction - receipt of donated propeny (note 9) 6 l71.5QQ 

See accompanying notes to financial statements. 



GUAM HOUSING CORPG.-4TlON 
(A PUBLIC CORPORATION) 

Notes to F i c i a l  Statements 
September 30,1996 and 1995 

Guam Housing Corporation (the Corporation), a component unit of the Government of Guam, WE 

created by Public Law 8-80 to promote the general welfare of the Temtory of Guam b 
encouraging investment in and development of low-cost housing. As such, the Corporation is nc 
subject to taxes. The Corporation is principally engaged in financing homes for low-and moderate 
income families. 

For purposes of the balance sheets and the statements of cash flows, certificates of deposit witl 
original maturities of ninety (90) days or less are considered to be cash equivalents (see also not1 
2). 

The Corporation generally capitalizes all expenditures for property and equipment in excess ot 
$100. 

Depreciation of property and equipment is computed using the straight-line method over estimated 
useful lives of 2 to 10 years for vehicles and office fumiture and equipment, and over the length of 
the lease tenn for leasehold improvements. 

The Corporation is permitted to make loans for the purchase, construction, or purchase of land and 
construction of homes not to exceed the loan limit established by the U.S. Department of Housing 
and Urban Development. Loan limits cumntly range from $180,500 for singie-unit dwellings to 
$285,000 for four-unit dwellings. However, the Corporation accepts loan applications only for 
single-unit dwellings. Determination of loan interest rates is made by the Board of D i r s  of the 
Corporation but does not exceed the Federal Housing Administration rate. 

The Corporation recognizes as a liability all vested vacation leave benefits accrued by its 
employees. Sick leave does not vest and is not accrued. When vacation leave benefits are used by 
the employees, the liability account is reduced accordingly. As of September 30, 1996 and 1995 
accrued annual leave totaled $147,932 and $103,236, respectively. The aggregate amount of the 
sick leave liability has not been estimated. 



GUAM HOUSING CORPORATION 
(A PUBLIC CORPORA' IN) 

Notes to Financial Statements 
September 30,1996 and 1995 

Loan fees and certain direct loan origination costs arc deferred, and the net fee or cost i 
recognized in income or expense using the straight-line method over the contractual life of th 
loans. Differences between this method and the interest method required by Financial Accountin! 
Standard No. 91 are not significant and do not otherwise materially affect the accompanyin: 
financial statements. 

The Corporation is self-insured as to property and equipment. Losses will be recorded in the fisca. 
year realized. 

Revenues and expenses are reccgnked on an accrual basis. 

Estimates 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reported period. 
Actual results could differ from those estimates. 

Cash and cash equivalents are insured under FDIC (Federal Deposit Insurance Corporation) up to 
$289,620 and $200,000 as of September 30, 1996 and 1995, respectively, with the remaining 
uninsured balances being uncollateralized, as follows: 

lPeb 
Commercial, trust and savings accounts $ 1,056,613 S 771,050 
Short-term time certificates of deposit 2,622,558 1,913,210 
On hand 1.690 -J..SLL 

$3,680.771 $2685.841 

At September 30,1996 and 1995, Merrill Lynch held certain short-term investments in the name of 
the Corporation. Such investments are not owned by the Corporation. However, interest income 
on those investments accrues to the benefit of the Corporation, as follows: 

Menill Lynch 

The securities are insured under FDIC. A11 securities are registered. 
5 



GUAM HOUSING CORPORATION 
(A PUBLIC CORPORA IN) 

Notes to F i c i a l  Statements 
September 30,1996 and 1995 

Loans receivable, collateralized by first mortgages on real estate, consist of the following: 

14P6 
Due in varying monthly installments and interest rates 

with maturities to 2023, including loans in process of 
$361,067 in 1996 and $838,457 in 1995. $ 35,144,474 $ 37,803.98 

Due in varying monthly installments and interest rates 
with maturities to 2003, purchased from Citibank, N.A. 
which acts as a servicing agent, insured by Federal 
Housing Administration (FHA) 1,621,928 2,099,85: 

Due from Guam Rental Corporation in monthly 
installments of $6,675 including interest of 3% per 
annum, net of unamortized discount of $288,710 in 
1996 and $3 18,710 in 1995 (approximate effective 
interest rate of 9.37% in 1996 and 9.29% in 1995). 603.953 626.41; 

37,370,355 40,530,253 
Less net deferred loan origination fees (191.222) 1206.719 

$37.179.083 $49.323.534 

A significant portion of the total loans outstanding is assigned as collateral on notes payable (see 
note 7). Included in outstanding loans arc loans to employees of $853,614 and $741,584 at 
September 30, 1996 and 1995, respectively. These loans meet the same criteria as all real estate 
loans made to non-related individuals by the Corporation. Loans in arrears three months or more 
or held with the attorney for collection total $7,290,168 and $3,856,514 at September 30, 1996 and 
1995, respectively. 

Property and equipment are summarized below: 

Office furniture and equipment 
Vehicles 
Leasehold improvements 

Less accumulated depreciation 



GUAM HOUSING CORPORATION 
(A PUBLIC CORPORA- 7N) 

Notes to F i c i a l  Statements 
September 30.1 996 and 1 995 

In fiscal year 1995, GHC acquired the building when a borrower defaulted on his mortgage. The 
building is not subject to depreciation because it represents foreclosed property held for resale. 

Notes payable consist of the following: 

Financial institutions: . ..- - -. . - .. - .. - - - 

Citibank, N.A., 9.625%, payable in monthly 
installments of $95,000 including interest, due 2003 5,445,937 $ 6,025,141 

Citibank. N.A.. 7.25%. interest ~avable ~nonthlv. . . . , 
arincikal due 2005 1.975.694 2.236.63. r - - - - - - r  ~~- 

Citibank, N.A., ?%, principal and interest payable in 
monthly installments equivalent to payments 
received fiom collateralized FHA mortgage loans, 
due 2003 1,623,692 2,099,705 

Bank of Guam, 7.75% fixed until May 1997 and 
variable thereafter at the New York Money Center 
Prime Rate, not to exceed 9%. payable in monthly 
installments including interest, principal due 1999, 
refinanced and paid off in 1996 - 7,624,880 

Federal Home Loan Bank of Seattle, 6.99%, payable in 
monthly installments of $41,667, plus interest, 
principal due 20 1 1 7,247,126 - 

Government of Guam: 
4%, payable in monthly installments of 679,989 
including interest, due 201 1 thru 2014 m l u 2 u ! ! z  

Less current maturities 

Under the note agreements with Citibank and the Federal Home Loan Bank of Seattle, the 
borrowings are coliateraiized by mortgage loans made by the Corporation from the proceeds of the 
borrowines. As of Seutember 30.1996 and 1995. tht Corwration has ~ledned as securitv for these 
loans ap~roximatelY'$29,591,230 and $27,729,733 o? related o;tstaGding mortgage loans, 
respectively. 

The Corporation has complied with the restrictive covenants of its loan agreements with the 
financial institutions and the Government of Guam which provide for, among other requirements, 
collateral loan ratios, monthly delinquency reports on all loans and periodic submissions of 
financial statements. 



GUAM HOUSING CORPORATION 
(A PUBLIC CORPORA- 3N) 

Notes to Financial Statements 
September 30,1996 and 1995 

The aggregate maturities of notes payable for the five years ending September 30, 2001, are a 
follows: 

All permanent employees of the Government of Guam hired prior to October 1, 1995, are eligible 
members of the Government of Guam Employtcs' Retirement System, a defined benefit. 
conmbutory pension plan which covers substantially all employees of the Corporation and which 
is administered by the Government of Guam Retirement Fund, to which the Corporation 
contributes based upon a fixed percentage of the payroll for those employees who are members of 
the Plan. For the years ended September 30, 1996 and 1995, total payroll and covered payroll 
amount to $1,328,960 and $1,147,968 and to $1,447,820 and $1,386,846, respectively. 

Public Law 22-006, which increased the retirement contribution rates for both members and 
employers on a phased-in basis, was signed into law on March 29, 1993. The effective date was 
April 4, 1993. The pension benefit obligation, which is the actuarial present value of credited 
projected benefits, is a standardized disclosure muwre of the present value of pension benefits, 
adjusted for the effects of projected salary increases and any step-rate benefits, estimated to be 
payable in the future as a d t  of employee service to date. As a result of the most recent 
actuarial valuation performed as of September 30, 1995 and 1993, for the years ended September 
30, 1996 and 1995, respectively, a minimum employer contribution rate of 18.60% and 20.77%, 
respectively, of covered payroll plus employe contributions at the statutory rate of 9.5% of 
covered payroll is required to appropriately fund the cumnt cost and to amortize the unfunded 
accrued liability over a period of 30 years. The employe9s statutory contribution rate was 
19.675% ind 17.708% in 1996 and 1995, respectively. Accordingly, the Corporation has 
decreased accruals by 1.075% in 1996 and accrued additional contributions at 3.062% in 1995 of 
covered payroll, based on the difference between the actuarially determined contribution rate and 
the employer's statutory rate. The Corporation has also accrued 8% interest on its deferred 
contributions. 

The cost to the Corporation for retirement contributions for the years ended September 30, 1996 
and 1995 is $319,294 and $385,983, which includes cash contributions of $225,248 and $243,185, 
respectively, and accruals of $94,046 and $142,798, respectively. Interest expense on the 
cumulative deferred contribution is $1 13,757 for 1996 and $102,913 for 1995. 

The Plan utilizes the actuarial cost method termed "entry age n o d "  with an assumed rate of 
return of 8% and an assumed salary scale increase of 6.5% per annum. The most recent actuarial 
valuations performed as of September 30,1995 and 1993, did not provide a breakdown of actuarial 
present value of vested and non-vested accumulated plan benefits by sponsor or net assets available 
for benefits by sponsor which are relevant to the Corporation since such determinations are not 
made for individual participating agencies of the Government of Guam. 



GUAM HOUSING CORPORATION 
(A PUBLIC CORPORA 'IN) 

Notes to Financial Statements 
September 30, 1996 and 1995 

On September 29, 1995, the Guam Legislature passed Public Law 23-43 which created the Definec 
Conmbution Retirement Svstem (DCRS). All em~lovees of the Cornration, hired after Octobe 
1,1995, are members of t6e DcR'S, a defined con&b&ion, contribut&y plan. The Boarc 
of Trustees of the Government of Guam Retirement Fund is responsible for the administration o 
the DCRS. Investment management and plan administration services for the DCRS arc 
administered by a private firm contracted by the Board of Trustees. 

Contributions into the DCRS by members are based on an automatic deduction of 5% of the 
member's regular base pay. The contribution is periodically deposited into an individual annuity 
account within the DCRS. Employees are afforded the opportunity to select from different annuity 
accounts available under the DCRS. 

Employer contributions into the DCRS are based on a statutory amount of 19.675% of the 
member's regular base pay. Of the amount contributed by the employer, only 5% of the member's 
regular base pay is deposited into the member's individual annuity account. The remaining 
14.675% is contributed towards the unfimded liability of the defined benefit plan. 

Members of the DCRS who have completed five years of government service, and have attained 
the age of 55 years at termination, have a vested balance of 100% of both member and employer 
contributions plus any earnings thereon. Members who have completed five years of service, but 
have not attained the age of 55, are eligible only for the amount of member conmbutions plus any 
earnings thereon. 

In fiscal year 1993, in Public Law 21-146 the Government of Guam appropriated $980,000 fiom 
the General Fund to complete the master plan for the development of affordable, market, and 
special needs housing units. As of September 30,1996 and 1995, $187,851 has been expended for 
the master plan and is recorded in other receivables. The appropriation will be recorded upon the 
receipt of funds h m  the General Fund. 

On July 6, 1994, the Federal Emergency Management Agency (FEMA) t rans fed  to the 
Corporation two houses, which were appraised at a market value of $171,500 on September 23, 
1996, and recorded by the Co ration as a contribution. On September 27, 1996, the Corporation 
sold the houses to GRC for 171,500 and retained the initial contribution from FEMA in the 
financial statements. 

T 

The Corporation is the management agent of the Guam Rental Corporation, from which it received 
a fee of $102,331 in 1996 and $98,987 in 1995. The same board of directors serves both 
corporations. (See Note 4 for loan receivable h m  Guam Rental Corporation.) 



GUAM HOUSING CORPORATION 
(A PUBLIC CORPOR TON) 

Notes to Financial Statements 
September 30,1996 and 1995 

Public Law 2 1-146 was signed into law on January 12,1993, authorizing the Governor of Guam t 
transfer titie to 34.8 acres of land (Lot No. 10119-12) from Government of Guam to th 
Corporation to develop no less than two hundred moderately priced multi-family, multi-stor 
housing rental units. A portion of the property is to be developed and used for public parks, ope 
spaces and recreational facilities. A grant deed for the land was given to the Corporation o 
August 3, 1994. In fiscal year 1995 the property (Guma As-Atdas) was transferred to Guam Renta 
Corporation. 

As of September 30, 1996 and 1995, a total of $1 1,848 and $11,675, respectively, is payable tc 
GRC for labor in renovating the main office, and a total of $138,690 and 8106,787, respectively, i: 
receivable from GRC for reimbursement of GHC expenses for the As-Atdas project. 

In accordance with Public Law 20-225,46 acres of land were m f e r r e d  to the Corporation from 
the Government of Guam upon which to develop affordable housing units for sale to first time 
homeowners. The units will be sold at cost of constmction, plus 2% and $3 per square meter for 
the house lot. The donated land was initially recorded at $2.10 per square meter increased by the 
cost of the development incurred. Expenditures, net of reimbursements and rental income, related 
to the development of this property (the Lada Estates Project) amount to $3,154,986 and 
$3,156,034 at September 30, 1996 and 1995, respectively. 

01') C- t 

On November 17, 1995, a claim was filed against the Corporation in the amount of $565,000 for 
services rendered in fiscal year 1994. The Corporation is contingently liable for an amount 
ranging fkom $0 to $565,000, for which no provision has been recorded in the financial statements. 

As of September 30, 1996 and 1995, the Corporation has a total of $599,381 and $660,735, 
respectively, in loan commitments. 

1l2LQtha 

AS of September 30, 1995, the Corporation has approximately $1,000,000 of the Government of 
Guam's Community AEordable Housing Action T m t  (CAHAT) Program funds under its 
management. Such funds are not included in the accounts of GHC. 
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Bill 149 1CORJ 

moduced bv Senator Mark Forbes. Chairman 

bv reauest of the Governor 

"AN ACT TO AMEND $4101, SUBSECTION (a) OF $4104, SUBSECTION (m) 
OF 04104, $4105, tj4106, AND $4214, TO ADD A NEW $4103.5, SUBSECTION 
(n) OF $4104 AND $4106.1, AND ADD A NEW ARTICLE 6, ALL TO TITLE 12, 
GUAM CODE ANNOTATED (GCA), AND TO APPROVE THE TERMS AND 
CONDITIONS OF THE ISSUANCE OF UP TO $63,MW),M)O.M) OF REVFNUE 
BONDS OF THE GUAM HOUSING CORPORATION (GHC), AND TO AMEND 
SECTIONS 4, 7, 8, 10, AND 13 OF P. L. 20-225, RELATIVE TO THE LADA 
ESTATES AFFORDABLE HOUSING PROJECT." \ 

Analysis: 

1. M s l a t i v e  Intent. Findinas and Puroose & $1; 

Bill 149 (COR) authorizes the issuance of $63,000,000.00 of Revenue Bonds, with a 
maturity of forty (40) years or less at an interest rate not to exceed 9% per annum, tax 
exempt, or 12%, taxable, for the purpose of financing mortgage loans for the purchase of 
homes by ktw and moderate income residents of Guam pursuant to Subsection (k) of 
$2103 of Title 12, GCA, which provides that agencies and instrumentalities of the 
Government of Guam shall issue obligations only by means of and through the agency of 
Guam Economic Development Authority (GEDA) subject to the approval of the terms and 
conditions by the Legislature. 

Lada Estate Affordable Housing Project is clearly one of the centerpiece of 
Governor Carl T. C. Gutierrez's Vision 2001! (This bill presents an excellent opportunity for 
com~romise with the Governor!) 

This project, located in the northern part of the island, involves developing 400 
single family homes on GHC's government property and will cost an moderate 
income residents of Guam purchasing the home approximately d c h .  At an 
average cost of $157,000 for each h,de, even with GHC's Second Mortgage Equity 
Program, serious question arises as to which & and moderate income residents of 
Guam is being targeted by GHC! 

Further, while Bill 149 proposed amendments to several sections of Title 12, at first 
glance, appear to be cosmetic housekeeping and minor in nature, the amendments are , as 
a matter of fact, major policy shift and change for this government. 

2. $2 of Bill 149 proposes to amend $4101 of Title 12, GCA, by adding "housing 
s u ~ ~ l v .  and housina afordabilitv" and "shall be deemed to be exercisina essential 
aovernment functions a n d  to the paragraph creating the Corporation. These 
amendments make GHC essentially identical with Guam Housing and Urban Renewal 
Authority (GHURA). 
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GHURA, by its enabling statute, has the responsibility of developing, increasing, 
preserving and enhancing affordable housing for low and moderate income residents of 
Guam and currently is authorized and recognized by the U. S. Department of Housing and 
Urban Development (HUD) as the affordable housing development authority with powers to 
issue all types of bonds and obligations through GEDA or through HUD. 

With the philosophy of Government Reform, smaller but better, and emphasizing 
coordinated and planned efforts to provide the best types of service the residents of Guam 
deserve, Bill 149 may provide an excellent vehicle to consider consolidating GHC and 
GHURA so that the surviving agency will be charged with the total responsibility of 
developing and providing affordable housing to the residents of Guam. 

3. 93 of Bill 149 proposes to add a lE&! 94103.5 to provid&a "Definition of Bonds" 
which already exists within the GHURA's enabling statute. 

5. 94 proposes "Perpetual" succession for GHC instead of "fifty (50) years, unless 
sooner dissolved by Act of the Legislature". 

6. 95 proposes to allow GHC to borrow "for anv of its cor~orate ~ u r ~ o s e q "  and while 
it may be inconceivable to think that GHC will borrow money for soft or operating cost, this 
amendment to tj4104(m) will allow precisely that! 

7. 96 which proposes to allow GHC the power to refinance any of its bonds and 97 
which clarifies that GHC's bonds are special obligations of GHC rather than a public 
indebtedness of the territory of Guam are considered cosmetic housekeeping 
amendments, as they pertains to the proposed bond issuing authority of GHC. 

8. $8 and $9 propose specific "boiler-plate" languages necessary for the issuance of 
this type of indebtedness. 

9. $10 proposes to expand the use of GHC's Foreclosure Protection Fund by allowing 
GHC to pledge the fund as additional security for the repayment of bonds issued by GHC 
under this Chapter. This defeats the original intent of the Foreclosure Protection Fund. 

10. 911 proposes to add a new Article 6 creating GHC's Home Financing Act where 
"Eligible Mortgagors" is defined as any "persons and families eligible under the criteria of 
Section 143 of the Internal Revenue Code of 1986 to receive mortgage loans financed with 
the proceeds of bonds the interest on which is excludable from gross income for federal 
income tax purposes...". This same criteria is currently authorized in GHURA's statute. 

11. $12 contains the approval of the Legislature of the terms and conditions of the 
bond indenture in the form presented to the Legislature however, it ALSO allows changes 
to be approved QWf by the Governor, President of GHC and Administrator of GEDA 
without further advise and consent of the Legislature. The provision of the interest rate 
cap and the bond issue receiving an " A  rating from at least one nationally recognized 
rating service must be guaranteed. Allowing changes may guaranty the interest rate cap 
and an " A  rating but, at what cost and at what other terms and conditions! GHC and its 
consultants will argue that flexibility must be allowed. As a compromise, allowing the 
Chairman of the Committee on Revenue and Taxation to be the fourth approving authority 
may be explored! 

12. $13 allows, on a best effort basis, GHC to offer the bonds for sale in Guam. 
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13. 814 defines "first time homeowners" as persons (families (married or single 
persons with dependents) is expanded to include even one person or two or more persons 
not married and with or without dependents). This defeats the intent to provide affordable, 
if this project is affordable at all, homes to the greatest number of individuals! 

14. 815 repeals and re-enacts Section 7 of P. L. 20-225 to define more clearly GHC's 
Second Mortgage for Equity Program as it relates to the sale of the 400 units of the Lada 
Estate Affordable Housing Program pursuant to Section 143 of the IRS Code. 

15. $16 amends Section 8 of P. L. 20-225 clarifying GHC's rights to exercise its option 
to purchase the units in the event of a first mortgage default. 

16. 817 amends Section 10 of P. L. 20-225 requiring the assumption by the transferee 
of any bond-financed first mortgage to be subject to the requirements of Section 143 of the 
IRS Code. 

17. 818 amends Section 13 of P. L. 20-225 clarifying that mortgages financed by 
qualified GHC bonds shall not be treated as financed by a mortgage subsidy program. 

CONCLUSION: 

This $63,000,000.00 Revenue Bond Program will meet the need of the "gap group" but will 
not meet the need of low and moderate income residents of Guam. This "gap-group" 
consist of middle-income residents who are classified as ineligible for governmental 
(Federal or Local) housing subsidy but not "affluent" enough to qualify for a commercial 
bank conventional mortgage loan. This "gap-group" is probably the largest group of 
individuals needing assistance in locating or qualifying for an affordable housing program. 
It is in this respect that support for this legislation is a "win-win" situation. 

This project can be made a lot better with more "depth" and "substance" however, it 
appears that the push is being exerted to get a "deal" done to fulfill Vision 2001 
commitments. There are a number of short-fall in the packaging of this project: 

A. I believe a private enterprise can successfully undertake this type of project 
more efficiently and less costly. 

B. GHC was authorized to be a Mortgage lnsurer for over a decade. This 
would have been a golden opportunity for GHC to inaugurate its statute authority of insure 
mortgages, even its own and eventually other financial institutions', yet, GHC hired a 
consultant to be the Mortgage lnsurer flowing an estimated $315,000 of mortgage 
insurance premiums annually for the life of this bond issue, 40 years! 

C. Why wasn't a federal guaranty secured as T B  credit enhancement? 

D. Why does GHC have to go through these when GHURA, at present, is 
authorized to do the same, plus more? 

If you have any question or require further information on this matter, please let me know. 
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JAN-29-6001 FWOM RUFO TRITRNO 

Bill no. 162 
March 18,1997 

The Legislam (Sec. 1) finds that GHC's w e n t  requirement for its borrowers to 
submit three (3) letters of rejection ffom private mortgage lenders is a costly 
requirement since such rejetion documents are now costing borrowers $200.00 to 
$400.00 for each rejection document. Furthermore, the rejection dOC~entS do not 
assure loan approval from GHC. The Legislature (See. 2) intends to relieve GHC 
borrowers of this costly provision and in fact did so by deleting this provision by 
amending Subsection (c) Sec. 4103, Title 12, GCA (Sec. 3.) 

Section 3 .: fiuther provides that 

a) GHC is allowed to become a housing developer, and 
b) can develop rental housing for resale, and 
c) allow single borrowers without dependents to purchase homes from 

GHC's proposed Lada Estates housing development, and 
d) provide that HUD FHA sets the xnaximum loan limit and interest rates for 

GHC, and 
e) that no loans will be ma& for land purchase purposes only, and 
f) that all loans made must have fire, whoon and earthquake insurance. 

coverage, and finally 
g) that loans will be granted only to applicants who are unable to obtain 

conventional Iaans fiom private mortgage lenders. 

DISCUSSION 

b) GHC under its subsidisry (Guam Rental Carporatir), owns 1 15 units of below 
market rental urtits known as Lada Gardens, situated adjacent to the Wettengel 
Elementary School in Dededo. GHC also recently wmpieted a 24 unit rental 
housing development in AsAtdas, Dededo. Bill 162 will allow GHC to sell 
these rental units and other rental busing developments it may have in the 
future. 



Why would GHC want to sell their rental units when the units were designed 
and built for low and modem income families. This would not only be 
amtmy to GHC1s stated pwpose, but it would also prove w unconscionable act 
to the tenaut families who will certainly be confronted with higher rents. 

GHC, under Bill no. 149, proposes to issue a S63mm mortgage revenue bond. 
The bond indentwe provides that all properttes of GHC may be pledged to 
secure the indebtedness and all GHC revenues may be assigned to support the 
debt service. Under the circumstances, should the bond faiI and losses be 
incumd, the pledged and assigned assets will be used to recover such losses. 
T b  must not be allowed. 

c) P.L. 20-225, provides that GovGuam will transfer Lada Estates properties to 
GHC for sale to low and  oder rate income families. Bill no. 182 yiU allow 
single family persans without dependents to purchase homes from Lada Estates 
without amending P.L. 20-225. 

Single persons without dependents should be allowed the same opportunity. 
They should not be discrimmated upon for choosing not to have dependents. 
There should, however, be a priority criteria designed in favor of family 
applicimts. 

d) GHC cannot lend more money than the maximum loan that FHA wiU insure nor 
can GHC impose a higher interest than that established by FHA for Guam. 
These rae archaic and implm'cai provisions and should be deleted in favor of 
limits that will be determined by GHC1s Board of Dkcctors. This win d o w  
GHC to be more prepared to react with the realities that exist in the mortgage 
lendmg industry. 

e) No loan shall be extended for the purpose of land purchase only. 

f )  Bill no. 162 require that all homes h c e d  by GHC must have typhoon 
insurance coverage. This is a proper requirement and necessaty in order to 
protect GHC interat. Typhoon insurance covemge, however, is very expensive. 
It would serve the borrower's interest better if GHC will nquire that typhoon 
shutters be installed on the homes and waive the typhoon insurance coverage 
requirements. This will be consistent with Sen. Barren-Anderson's effbrt to 



drop typhoon insurance for homes having typhoon shutters. The additional 
expense for the purchase and indhtion of the typhoon shutters can be f inand  
through a favorably amortized second mortgage. 

The legidatwe boweva, must appreciate the fkt that there will be families who 
domicile in wood w e  or semi-concrete homes. Insurance companies refuse 
to insure these structures for typhoon coverage. These families do not 
necessarily prefer these homes, but it is all they can afford. This typhoon 
insurance requirement will pmiude these families &om obtaining GHC toam 
to improve their living conditions. A loan program should be developed to 
accommodate the home improvement needs of these families. 

g) Bill no. 162 deleted the requirements for borrowers to obtain rejection 
documents from private mortgage lenders yet it provides that no loans shall be 
granted unless the borrower is unable to obtain canventional type mortgage 
loans. 

The result here is that a h  the Bill eliminated the three (3) rejection letter 
requiremeat, it put back a one (1) rejection l* requirement thaeby reducing 
the requhment by two (2.) The rejection letter now required is a rejection for 
a conventional loan application where lenders usually impose a mok stringent 
underwitif@ crituia simply because conwational loans are loans which lenden 
usually Qmicile in their loan portfolio and ate not usually sold in the secondary 
market. Interest rates, loan-to-value ratio, debt service ratio and value of 
collateral are usually higher and the maturity is significantly less than the Rormal 
long term FreddieMac, GinnieMae, etc. type loans. In effect, a GHC borrower 
%-ill be getting a rejection letter for a different type of loan than the type being 
applied for at GHC. 

TOTRL P .  04 



Notes ~ O T  Bill 149 

1. The standard documents submitted for a bond deals include: 
theindenture 
the bond purchase contract 
a full set for financial pro.iedions showing sources and uses of funds. and debt 
service schedules 

2. %one ofthese are submitted. See Section 12 which also'states that the hgislaturi. is 
approving an indenture submitted to than but none has been submitted. 

3. The Section 2 amendment needs to be looked at closely. Why is i t  needed ? 
4. Ask ~vho drafted this legislation. It should have been Stan Dirks. 
5. Section 3 '' any corporate purpose" is very broad. 
6. Section 6. If 1 rnnember correctly, GfIC would have some arbitrage problm~s with 

rcfimding and their portfolio is not up to the mdi i  stand=& of the housing bilnd nlarkct, 
7. Section 7. Why deletc the part that inclu&s note m other evidence of i~~d~tbtedness 

stating that they are special obligations and not an indebtedness of the government of 
Guam ? 



F'roposed Guam Housing COT. S50,000,000 housing bond 

Purpose- To finance the takeout on the I d a  gardens project and provide other mortgage monq 
Lada gardens (this assumes the bond s i  f not increased to pay for the off-site) - 
Cost 547.5 (with off-site) W. (wo off-site) 
Mortgage 549.4 $4575 
Takeout 
From FHLB S18. $18. 
From Bond $31.4 $27.750 

For other mortgages S18.6 $22.250 

Benefits to homeowners 
I .  Down payment of 5% versus 20% 
2. Interest cost on the amount financed lower by 100 basis points 

However they will pay for private mortgage insurance 

Additional expenses and risks to GHC 
I .  For the FHLB loan GHC will have to a use some of their own mortgages to satisfy the security 

coverage of 125%. 
2. GHC will share in the risk of the private mortgage insurer of about 3% of the value of the mortgages. 
3 .  GHC will put in about $900,000 for costs 

Benefits for GHC (significant) 
1. GHC gets fees either though servicing mortgage payments or up front when securities are purchased. 
2. GHC is the residual beneficiary of the pool. 

Structure of bond 

1. $20. Million in tixed interest bond 
2. $30. Million in convertible option bonds (CAB) 
3. The CAB's will either be convened or liquidated after 42 months depending on the tax laws 
4. The purpose of issuing the CAB's instead of tranches is 

A problem with the contractor 
Arbitrage 



notwithstanding the above phmse in quote. 

Q - the phrasc "but are not limited to" suggest that any provision under the 
indenhue cau be changed no&- the provision under item e) above 

Note: Private lenden are currently making 8.5 % mortgage loans, 30 
year term, Bred rate, which are p a w l  through to FREDDlE 
MAC at 0% dircoant. On construction loans, the rates ere 
usually higher because the lenden use tbeir own funds to finance 
the comtmaion. This h only a temporary amngemeut however, 

-.--. . -- --- and only until the construction is completed at which time the 
loan 13 alao passed on to FREDDIE MAC under a pre CL 57 ( *k- 
commitmet arrangement fixed for, y a m  at , . ,r 
obvious reasons under the eirccmstances, it may cot be prudent 
for GEC to structure a tar exempt issue a t  the 9% rate allowed 
mndcr this WL GHC however, can proceed with the higber rate 
(12%) non-tax exempt issue and use the funds for i b  purposes 
such a8 Paancing the Lads Eatarcs Subdivision Development or  
purchase mortgsges or mortgage backed securities from private 

ndieiodll 6*111tblr i n d e n  or  for whatever other p u r p m  W M C ~  the m h m m  

tc. <e. I V ,  
m y  not h o w  about and may not even agree with. b it possible 
that the form of indentures in the series of bond ingoes 

r 'L -! ,ND+ I $9 cootemplated under this Bill, may be diitrent from one issue to 
another? 

i 

b this the reason why the Governor along with h h  two 
appointsa were given so much latitude in making changes to an 
indenture or raolution haw prior legislative approval without 
further Icgirlative consent or review? 

GHC, GEDA, tbe Governor, the bond ~demrfter, bond cornsel, 
ete, all must know what the S63mm will be used for. Since we 
are all in this together, it would be nice if the legislature might 
&are in thin ~~ It wiU certainly be required when the 
u t t e r  i~ dellberated on the floor. 

I suped that only tax exempt issnes will be used towrrdn 
providing low and moderate income loans. What portion of the 
S63MM will be used for thh purpose and bow many loons does 
GHC mticipte tbis portion will generate? 

W my portion of the S63mm be dedicated to refunding current 
hdebtcdness? Ifso, how much a d  dl any of the indebtednas 



have lomr iatemt mtes thao tbe rate of the bond issue which 
will refund snch indebtedness? 

Section 13. h i  Sale of Bonds. 

GEDA and GHC will be diligent in theu effort to have a portion of the bond offered 
for sale in Guam provided that such offer do not increase the cost to GHC and 
Government of Guam of issuing and repaying such bonds. 

Q. . Does this provision imply that Government of Guam is also responsible for 
the repapent of the bond? If so, docs this make the bond issue a 
Governmeat Obligation7 

Refcr to provisions under Section 7, above 

*tion 14. ClarKyiag the definition of first time homeowners for purposea of Public Law 
No. 20-225. 

Section 4, P.L. 20-225 is mended to: 

a) Reck.Gne !he tm "fust tune homeowners" to includz single persons 
without dependents to be eligible to purchase homes at GHC's Lada 
Estates .Subdivision, and - 

b) that dim& pasam having en owncrrhrp i n m t  in a joint propxty 
also qualify as first time homeo~vnets provided that their interests in 
residential real property is terminated prior the date of application 
for the pwchase of s unit at GHCs Lada Estates Subdivision 

Note: These are good amendments. S~nglc persons should not be 
discrimi~tcd upon merely because they prefc~ not to have 
deandcnts. A oriority criteria homvu. should be &vised to 
gi"e to family applicant; as the Legislanut 
originally intended 

Section 15. Repelling md Reenacting Seetion 7 of Public l a w  2Cb225 to define a seeand 
mortgage for qnity in favor of Guam Housing Corpontion. 



Lada Estates Affordable Housing Project 
S Y N O P S I S  

With Public Law 20-225, Guam Housing Corporation (GHC) was deeded 46 acres of Government 
property, and mandated to develop affordable housing units for sale to first time homeowners. In 
response to this legislative directive, GHC began the development of the Lada Estates Affordable 
Housing Project, a planned 400-unit residential development in the village of Dededo. 

Our target market is the lower- to middle-income first time iiomebuyer. Specifically, these are 
families whose incomes are, in all likelihood, too low to qualify for conventional lending and yet 
they also earn too much to qualify for public housing assistance programs. Lada Estates is intended 
to provide the families within these income ranges the same opportunities for home ownership 
afforded to other income groups. 

There are presently over 800 families eligible for this progam who have already registered with 
GHC. The President decided to re-open accepting of new applications for 2 weeks from May 5th 
th the 16th 1997. 

A number of changes must be made to modify P.L. 20-225 to ease the implementation of this statute. 
To this end, amendments to P.L. 20-225 have been drafted for consideration by island legislators 
some of which are now embodied in Bill 149 under the Twenty-Fourth Guam Legislature. Rules 
and Regulations governing Lada Estates were submitted to the Legislature on October 09, and were 
subsequently approved through the process of Administrative Adjudication. Plans for the mandated 
lonely selection process are now underway. - 
The current development plans call for the design and construction of 399 units as one (1) unit was 
constructed during the immediate past administration. 

An Invitation To Bid for Design-Build-Financing Services on this proposed Turnkey project was 
issued on July 24, 1996 by the Department of Public Works (DPW.) Twenty-seven (27) bids were 
received, however, only two (2) bids were submitted before the Bid Opening deadline on December 
6, 1996. Subsequently, both bids were rejected for failure to meet the requirement regarding Bid 
bonding. 

The Invitation to Re-Bid the project was published in the Pacific Daily News on May 2, 1997, sealed 
bids will be Publicly opened on May 30, 1997 at 2pm at DPW Solid Waste Conference Room. The 
target project completion t i m e h e  is slated for 930 calendar days from commencement and issuance 
of Notice to Proceed (NTP.) In this case, January 2000. 
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CHAPTER 4 
GUAM HOUSING CORPORATION 

Article 1 General Provisions 
2 Community Affordable Housing Action 

Trust Act 
3 Government Participation Loan Act 
4 Guam Housing Mortgage Insurance 

Corporation 
5 Requirements and Regulations 

Articie 1 
General Provisions 

54101. Creation of Corporation: Name. 
94102. Principal Offices. 
54103. Authorized Activities of Corporation. 
54104. General Powers: Termination Date. 
54105. Bonds as Special Obligations. 

i 

i 54105.1. Waiver of recordation and other fees. 
54105.2. Bonds as general obligations of the Housing 

Corporation. 
$I106 Trustee for Board and Bondholders. 
54107. Utilization of Federal Agencies and 

Instrumentalities. 
54108. Housing Corporation Guarantee Fund. 
g109. Direct Loans to Veterans. 
54110. Corporation's Use of Funds. 
54111. Appropriations. 
54112. Board of Directors. 
g113. Transfer of Functions. 
54114. Rental Housing Guarantee. 
54115. Authorization to accept direct advances from the 

Federal Home Loan Bank. 
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$j4101. Creation of Corporation: Name. In order to 
promote the general welfare of the inhabitants of the 
territory of Guam through the improven~ent of housing 
standards in Guam, there is created a body corporate to be 
known as the Guam Housing Corporation, hereinafter 
referred to as the Housing Corporation. The Housing 
Corporation shall be subject to the general direction of the 
Governor of Guam. 

SOURCE: GC 520000. 
94102. Principal Offices. The Housing Corporation 

shall have its principal offices in the temtory of Guam and 
shall be deemed to be an inhabitant of this jurisdiction. The 
Housing Corporation may establish offices in such place or 
places as it may deem necessary or appropriate in the 
conduct of its business. 

SOURCE: GC 520001. 

94103. Authorized Activities of Corporation. The 
Housing Corporation is authorized to engage in the 
following activities when it finds that such activities will 
further the purposes of this Chapter and will not conflict I 

with the encouragement and promotion of private enter- 
prise in the territory of Guam: 

(a) To encourage and promote the investment of 
private capital in low and moderate income residential 
housing in Guam. The Housing Corporation shall 
formulate its policies so as to encourage and promote 
the investment of capital owned by residents of Guam. 

Cb) To engage in land-use planning for residential 
housing purposes to the end that the most economic 
and socially beneficial use may be made of land, and 
to encourage and assist private persons and 
organizations to a d  in accordance with the results of 
such planning. 

CH. 4 - G U M  H0usING CORPORAT'ION 
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(c) To encourage and engage in low and moderate 
income housing activities, including development of 
residential subdivisions, construction of housing for 
rental or resale, and to make loans to any person for 
the purchase, construction, improvement or repair of a 
home. All loans so made shall be of such sound value 
or so secured as reasonably to assure repayment, 
taking into consideration the policy of the Legislature 
that the lending powers to the Guam Housing 
Corporation (the "Corporation") shall be administered 
as a means of accomplishing the purposes stated in 
54101 of this Chapter, and shall bear interest at a rate 
to be determined by the Board of Directors of the 
Corporation but not exceeding the Federal Housing 
Administration rate. 

Loans should be made to the residents of Guam to 
enable them to purchase or construct permanent homes 
which are insurable under a standard Guam Home 
Owner's insurance policy to include but not be limited 
to the perils of tropical cyclones, earthquakes, and fire. 
All loans for the purchase, construction, or purchase of 
land and construction of such home shall not exceed 
the Federal Housing Administration loan limit 
established by the U.S. Department of Housing and 
Urban Development for Guam. No loan may be used 
exclusively for the purchase of land. Loans shall be 
given only to residents who have been unable to obtain 
conventional financing from commercial lending 
institutions, including but not limited to banks and 
savings and loan associations. At least three (3) written 
loan refusals from commercial lending institutions shall 
be presented upon application for a Corporation loan. 

(d) To encourage and promote the construction of 
housing units for rent within the capacity of families of 
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low and moderate income. To assist in the 
development of tourist hotel facilities as provided in 
this Chapter. 

(e) To make a low interest loan to anv homeowner . . . 
whose living space in his primary residence was 
damaged as a result of the earthquake on Guam on 
August 8, 1993 to repair such residence; provided, that 
the homeowner did not have insurance to cover the 
loss and did not qualify for a loan from the U.S. Small 
Business ~drninistration sufficient to complete the 
earthquake repair, or from any other financial 
institution. First priority for such loans shall be given 
to those homeowners whose primary residence is 
mortgaged to the Housing Corporation. 
SOURCE: GC 90002; Subsections (a) and (c) amended by P.L. 16-42; 
Subsection (c) further amended by P.L. 18-2 and P.L. 18-34. Subsec- 
tion (c) R/R by P.L. 20-210:13. Subsection (c) was further amended 
by P.L. 22-113:6. Subsection (e) added by P.L. 22-24:6 (8/31/93). 

54104. General Powers: Termination Date. The 
Housing Corporation shall have, and may exercise, the 
following general powers in carrying on the activities 
specified in this Chapter: 

(a) To have succession for fifty (50) years, unless 
sooner dissolved by Act of the Legislature. 

(b) To adopt, alter and use a corporate seal, which 
shall be judicially noticed. 

(c) To adopt, amend and repeal by laws governing 
the conduct of its business and the performance of the 
powers and duties granted to or imposed upon it by 
law. 

(d) To sue and to be sued in its corporate name. 

(e) To determine the character of and the necessity 
for its obligations and expenditures and the manner in 
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which they shall be incurred, allowed and paid, subject 
to the laws applicable specifically to government 
corporations. 

(0 To acquire, in accordance with Title VII-A of 
the Government Code and the laws of Guam, any 
property, real, personal or mixed, tangible or 
intangible, to hold, maintain, use and operate the same; 
and to sell, lease or otherwise dispose of the same, 
whenever any of the foregoing transactions are deemed 
necessary or appropriate to the conduct of the activities 
authorized by this Chapter, and on such t e rm as may 
be prescribed by the Housing Corporation. 

(g) To enter into and perform such contracts, 
leases, cooperative agreements or other transactions 
with any agency or instrumentality of the United 
States, or with any state, territory or possession, or 
with any political subdivision thereof, or with any 
person, firm, association or corporation, as may be 
deemed necessary or appropriate to the conduct of the 
activities authorized by this Chapter, and on such 
terms as may be prescribed by the Housing 
Corporation. Provided, that in no case shall the 
Housing Corporation contract to undertake an activity 
for any agency or instrumentality of the United States, 
or for any state, territory or possession, or for any 
political subdivision thereof, unless the latter is 
authorized by law to undertake such activity and 
furnishes the funds for such purpose. 

(h) To execute all instruments necessary or 
appropriate in the exercise of any of its functions. 

(i) To appoint, pursuant to the provisions of the 
personnel rules adopted pursuant to 4 GCA §§4105 
and 4106, such officers, agents, attorneys and 
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employees, as may be necessary for the conduct of the 
business of the Housing Corporation; to delegate to 
them such powers and to prescribe for them such 
duties as may be deemed appropriate by the Housing 
Corporation; to fix and pay such compensation to them 
for their services as the Housing Corporation may 
determine, without regard to the compensation laws 
and to require bonds from such of them as the 
Housing Corporation may designate, the premiums, 
therefore, to be paid by the Housing Corporation. Any 
member of said Board who is fmnd by the Governor 
or his representative to be guilty of a violation of this 
Section shall be removed from office by the Governor 
and any appointee of said Board who is found by the 
Board to be guilty of a violation of this Section shall be 
removed from office by said Board. The Housing 
Corporation shall give due consideration to residents 
of Guam in the selection and promotion of its officers 
and employees. 

(j) To accept gifts or donations of services or of 
property -- real, personal or mixed, tangible or 
intangible -- in aid of any of the activities authorized 
by this Chapter. 

(k) To settle and adjust claims held by it against 
other persons or parties and by other persons or 
parties against the Housing Corporation. 

(1) To take such action as may be necessary or 
appropriate to cany out the powers and duties herein 
or hereafter specifically granted to or imposed upon it. 

(m) To borrow funds required to finance or 
refinance its revenue producing projects by the 
issuance, from time to time, of bonds, notes or other 
evidences of indebtedness under such terms and 

CH. 4 - GUAM HOUSING CORPORATION 
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conditions as the Housing Corporation may prescribe, 
and to dedicate revenue derived therefrom to the 
repayment of such bonds, notes or other evidences of 
indebtedness. 
SOURCE: GC 520003 Subsection (0 amended by P.L. 16-124; 
Subsection (i) amended by P.L. 16-23; Subsect~on (m) amended by 
P.L. 16-42. 

9105. Bonds as Special Obligations. Every bond, note 
or other evidence of indebtedness shall recite that it is not 
a general indebtedness of the Housing Corporation but 
rather is a special obligation of the Housing Corporation 
payable solely from the revenue specified in the indenture 
or resolution providing for its issuance. Every bond shall 
recite that it is not public indebtedness of the territory of 
Guam as that term is used in Section 11 of the Organic Act. 

SOURCE: GC 520003.1, as added by P.L. 16-42. 

#105.1. Waiver of recordation and other fees. All fees 
charged by the Department of Land Management to any 
party in the recordation or release of any documents 
pursuant to the administration, pledge, assignment or 
collateralization of any loan between the Guam Housing 
Corporation and any of its creditors are hereby waived. 
Any fee charged by the Guam Economic Development 
Authority for any service rendered in regard to a loan 
agreement between the Guam Housing Corporation and the 
Bank of Guam is also hereby waived. 

SOURCE: Added by P.L. 22-113:3. 

g105.2. Bonds as general obligations of the Housing 
Corporation. Notwithstanding the provisions of s4105 of 
this chapter, the Housing Corporation is authorized to issue 
debt as a general obligation of the Housing Corporation on 
an unsecured basis, payable from the Housing Corpora- 
tion's general operating cash inflows. The amount of such 
general obligation debt outstanding at any one time shall 
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not exceed the Housing Corporation's net worth as dctcr- 
mined by Generally Accepted Accounting Principles 
("GAAP"). Every such bond or other evidence of such debt 
shall recite that it is not a public indebtedness of the 
territory of Guam as the term is used in Section 11 of the 
Organic Act of Guam." 

SOURCE: Added by P.L. 22-1135. 

54106. Trustee for Board and Bondholders. (a) The 
Housing Corporation may appoint a bank or trust company 
to act as trustee for the Board and the holders of the bonds 
issued hereunder, and the Board may authorize the trustee 
to act on behalf of the holders of the bonds, or any stated 
percentage thereof, and to exercise and prosecute on behalf 
of the holders of :he bonds such rights and remedies as 
may be available to the holders. 

(b) The indenture or resolution pursuant to which any 
bonds are issued may provide for (i) the deposit of all 
revenues with the trustee and for the holding thereof by the 
trustee in one or more separate funds or accounts and (ii) I 

the transfer to such trustee of such portions of revenues as 
are provided as security for the bonds and for the holding 
thereof by such trustee in one or more separate funds or ac- 
counts. All money in such fund or account shall be dis- 
bursed only as provided in the indenture or resolution 
pursuant to which the bonds are issued. 

(c) Any indenture or resolution pursuant to which 
bonds of the Housing Corporation are issued may provide 
for the payment of the principal and interest of the bonds 
at one or more places in the Territory or in the United 
States and in any specified coin or currency of the United 
States. 

SOURCE: GC 520003.2, as added by P.L. 16-42. 
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54107. Utilization of Federal Agencies and Instrumen- 
talities. The Housing Corporation, in carrying on the 
activities authorized by this Chapter shall utilize, to the 
extent allowed by law, the available services and facilities 
of agencies and instrumentalities of the Federal Govern- 
ment or of the government of Guam; and shall not engage 
in any undertaking which substantially duplicates an 
undertaking previously initiated and currently being 
prosecuted within Guam by any such agency or instrumen- 
tality. 

SOURCE: GC 520004. 

s4108. Housing Corporation Guarantee Fund. The 
"Finance Agency Guarantee Fund" heretofore created and 
existing pursuant to former 5§20002, 20003 and 20003.1 of 
the Government Code of Guam is hereby redesignated 
"Housing Corporation Guarantee Fund" and the same is 
hereby transferred to the Housing Corporation and set 
aside as a separate and special revolving fund of this 
Housing Corporation. The Housing Corporation shall have 
the power to insure and guarantee, as to principal or 
interest or both, and upon such conditions, rules and 
regulations as it may prescribe, but only from the aforesaid 
Guarantee Fund, the repayment in whole or in part of any 
loan made by any public or private lending agency autho- 
rized to do business in Guam. 

SOURCE: GC 520005. 

54109. Direct Loans to Veterans. To assist in the 
housing needs of voting residents of Guam who are 
veterans of the Armed Forces of the United States, who 
served during the Second World War, during the Korean 
Conflict, or during the war in Vietnam, and who were 
honorably discharged from service, the Housing Corpora- 
tion may make direct loans to such veterans. Such loans 
shall be made from the Housing Corporation's Guarantee 
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Fund and upon such terms and conditions and under such 
rules and regulations as the Board may prescribe. It is the 
intent of the Legislature that such loans may be made to 
such veterans whether or not adequate financing is avail- 
able on reasonable terms from a lending agency. No loan 
in excess of Sixteen Thousand Dollars ($16,000) shall be 
made for the construction of a new home provided that up 
to Two Thousand Dollars ($2,000) of such amount may be 
used to purchase a homesite. 

SOURCE: GC s20006. 

54110. Corporation's Use of Funds. (a) The Housing 
Corporation is authorized to use its funds, from whatever 
source derived, in the exercise of its corporate powers and 
functions. 

(b) The Housing Corporation shall contribute to the 
government of Guam Retirement Fund on the basis of 
annual billings as determined by the Department of Labor 
and Personnel, for the Government's share of the cost of the 
retirement system applicable to the Housing Corporation's i 
employees and their beneficiaries. The Housing Corporation 
shall also contribute to the Workmen's Compensation Fund 
on the basis of annual billings, as determined by the 
Workmen's Compensation Commissioner, for the benefit 
payments made from such fund on account of the Housing 
Corporation's employees. 

SOURCE: GC s20007. 

54111. Appropriations. (a) Appropriations are 
authorized for payment to the Housing Corporation in the 
form of a grant, in such amounts as may be estimated in 
advance in the annual budget as necessary to cover losses 
to be sustained in the conduct of its activities which are 
included in the annual budget as predominantly revenue- 
producing. The Housing Corporation's annual budget 
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program shall specifically set forth any loss sustained in 
excess of the grant previously made for the last cornpletcd 
fiscal year. Appropriations are authorized for payment to 
the Housing Corporation to cover such additional losses 
incurred. 

(b) Appropriations are also authorized for payment to 
the Housing Corporation in the form of a grant, to be 
accounted for as general funds of the Housing Corporation, 
in such amounts as may be necessary to meet expenses to 
be incurred for specific programs which are included in the 
annual budget as not predominantly of a revenus-produc- 
ing character. Provided, however, that (1) in the case of 
activities of a predominantly non-revenue-producing 
character the expenses shall not exceed the amounts of the 
grants for these activities, and that (2) the funds granted 
under this Subsection shall be expended only upon certifi- 
cation by a duly authorized cerhfying officer designated by 
the Housing Corporation. 

SOURCE: GC 520008. 

54112. Board of Directors. The management of the 
Housing Corporation shall be vested in a Board of Directors 
consisting of seven (7) members including a chairman who 
shall be appointed by the Governor of Guam, with the 
advice and consent of the Legislature. 

The Directors shall serve for a period of six (6) years, 
except that (1) any director appointed to fill a vacancy 
occurring prior to the expiration of the term for which his 
predecessor was appointed, shall be appointed for the re- 
mainder of such term, and (2) the terms of office of the 
directors first taking office after June 30, 1963, shall expire, 
as designated by the Governor at the time of appointment, 
one (1) the end of two (2) years, one (1) at the end of four 
(4) years, one (1) at the end of six (6) years, and one (1) at 
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the end of eight (8) years, after June 30, 1963. Qualifications 
of Board members shall include demonstrated ability, 
attachment to the public interest, impartiality, and diversi- 
fied experience among its members. The Board shall be 
responsible for overall policy-making and general supervi- 
sion. The Board shall meet at least quarterly. The Board of 
Directors shall act only by a majority vote of those present 
at a meeting attended by a quorum, and such quorum shall 
consist of four (4) Directors. Subject to the foregoing limita- 
tion, vacancies in the membership of the Board shall not 
affect its power to act. Directors shz!1 not participate in any 
decision of the Board which will directly involve or affect 
their personal business affairs. The Directors receive no 
salary for their services on the Board, but under regulations 
and in amounts prescribed by the Board, with the approval 
of the Governor, may be paid by the Housing Corporation 
reasonable per diem fees, and allowances in lieu of subsis- 
tence expenses, for attendance at meetings of the Board and 
for time spent on official service of the Housing Corpora- 
tion, and their necessary travel expenses to and from 
meetings or when upon such official service. The admin- 
istrative functions shall be performed by a full-time staff 
headed by a president appointed by the Board, subject to 
approval of the Governor and the consent of the Legisla- 
ture. The president shall be responsible to the Board for the 
execution of programs and policies adopted by the Board 
and for the day-today operations of the Housing Corpora- 
tion. Between meetings of the Board, the president shall see 
that the Housing Corporation faithfully executes the 
programs and policies adopted by the Board. 

SOURCE: GC 920009. 

&4113. Transfer of Functions. (a) There is transferred 
to the Housing Corporation the following property: 

CH. 4 - GUAM HOUSING CORPORATION 
ART. 1 - GEN. PROVISIONS - 1994 UPDATE - P. 12 



12 GCA - Auro~o~ous A. ..JCIES 

(1) All the assets and property -- real, personal and 
mixed, tangible and intangible -- of the Guarantee 
Fund of the Guam Finance and Development Corpora- 
tion. The value of the property so transferred shall be 
fixed at the value shown on the books of the Guam 
Finance and Development Corporation at the date of 
transfer. 
(b) The Housing Corporation sha.11 assume and dis- 

charge all of the liabilities of the Guam Finance and 
Development Corporation. 

(c) The servicing of all loans hzretofore granted by the 
Guam Finance and Development Corporation shall 
continue to be the responsibility of this Housing 
Corporation. 

SOURCE: GC 520010. 

54114. Rental Housing Guarantee. (a) The Housing 
Corporation is authorized to guarantee payment of loans in 
an amount not to exceed seventy-five percent (75%) of the 
total development and construction cost of rental housing 
under all Federal Housing Administration multi-family 
housing programs. Any such project must consist of not 
more than ten (10) rental units. The Housing Corporation 
may pledge its assets in support of any guarantee 
hereunder. 

(b) The Housing Corporation will provide by regula- 
tion for the implementation of this Section, which regula- 
tions shall provide, without limitation, for submission to 
the Housing Corporation of necessary data in support of an 
application for guarantee, any charge to be made or securi- 
ty to be furnished with respect to such guarantee and for 
the procedure to be followed in case of default. 

(c) The Governor of Guam, with the concurrence of the 
Committee on Rules of the Guam Legislature, is authorized 
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to execute such documents as may be required to assure 
the integrity of a guarantee given pursuant to this Section, 
and, to that end, may pledge the full faith and credit of the 
government of Guam. 

(d) In the event of default in payment on any loan 
guaranteed, in accordance with apylicable regulations, it 
shall be the primary responsibility of the Housing Corpora- 
tion to make such payments as may be required in support 
of its obligation, if the Housing Corporation, for whatever 
reason, is unable to do so either in whole or in part, any 
deficiency therein shall be met by a~propriation. 

SOURCE: GC 520012. 

54115. Authorization to accept direct advances from 
the Federal H o a e  Loan Bank. The Federal Elmsing 
Finance Board has authorized the Federal Home Loan Bank 
of Seattle to lend to the Housing Corporation as a non- 
member mortgagee. Pursuant to the provisions of the 
Financial Institution Reform Recovery and Enforcement Act 
authorizing the Federal Home Loan Banking System to 
extend advances to state housing finance authorities, the 

i 
provisions of §lob of the Federal Home Loan Bank Act, and 
the rules and regulations of the Federal Housing Finance 
Board, the Housing Corporation is hereby authorized to 
periodically borrow funds from the Federal Home Loan 
Bank of Seattle ("FHLB") as needed to finance the Housing 
Corporation's lending and real estate development activities 
in the form of direct FHLB advances under FHLB's rules 
regarding non-member mortgagees without further legisla- 
tive approval. The Housing Corporation shall use all such 
FHLB advances according to the following preferences: 
First, to qualified applicants who have submitted applica- 
tions to the Housing Corporation and are awaiting funding, 
and second, to all other eligible applicants. 
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SOURCE: Added by P.L. 22-113:4. 
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shall be penalty interest as set by GHC charged on the 
amount disbursed. 

9213. GHC Participation as a Lender. (a) An applicant 
who is unable to qualify for a mortgage loan with at least 
three (3) commercial lenders under the program set out in 
this Article is eligible for a GHC loan under 4103(c) of this 
Title and may qualify for an Interest Free Loan under this 
Article; provided, such applicant falls within the income 
guidelines of this Article. 

(b) The Interest Free Loan levels in Schedules I, II and 
I11 of #207 shall correspond with the prevailing GHC rate 
and not the index rate as is the case with qualified Finan- 
cial Institutions. 

54214. Foreclosure Protection Fund. There is nereby 
created the Foreclosure Protection Fund (the "Fund"). The 
Fund shall be used by GHC to protect the interest of the 
Trust as the second mortgagee and shall be used exclusive- 
ly for the purpose of paying off the first mortgage on 
foreclosure. 

54215. Mortgage Insurance or Guarantee. If it is 
necessary to encourage participation in the program by 
Financial Institutions, the Corporation may enter coopera- 
tive programs to obtain mortgage risk insurance or guaran- 
tee loans against losses as a result of default and subse- 
quent foreclosure. 
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c .  If the employee does riot receive payment 
pursuant to subparagraphs (1) and (2) of this para- 
graph ( a ) ,  the rates are the basic per diem rates. 
This subsection is effective as of June 2 ,  1989." 

Section 13. Twenty Thousand Dollars ($20,000) are appropriated 
from tlie General Fund to tlie Sinaialia \lunicipal Planning Council to 

that portion of the Sinnjana Community Center occupied by 
the administrative offices of Guma'%lami. Inc. 

Section 14 .  (a)  Five 3lillio1i Dollars ($5,000,000) are appropri- 
ated from the General Fund to the Office of the Governor to assist in 
.epairing damage caused by Typhoon Russ, which passed over Guam 
December 20-21. 1990. This app1,oi;:iation may be u s ~ d  for repairing 
damage to power, water, road. tiousil~g rental and other problems 
~ccur r ing  throughout the island, includitig direct grants of up to One 
Thousand Dollars (%1,000) per fanlily. For purposes of this Section, 
any monies received as a disaster relief from the government of Guam 
shall not be copsidered a s  income for  the family. 

(b) The Office of the Governor shall report to the Legislature 
periodically and within sixty (60) days of the effective date of this 
Act on the progress of the repair of damage from Typhoon Russ and 
shall report on expenditures made from this appropriation. 

(c) The Office of the Governor shall make a plan for future 
island improvements, especially in the area of housing, to secure the 
people of Guam more adequately from typhoon damage in the future 
and shall transmit thls plan to tlie Legislature within said sixty (60) 
day period. 

(d )  The Governor shall establish by Executive Order rules and 
regulations governing the grants autliorized by this Section and 
waiving the provisions of the .Administrative Adjudication Law. 
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T.V.  C. Tnt~aka -1.R. L-npiiigco I 

AN ACT ACTHORIZING THE GOVERSOR OF 
GUAM TO TRANSFER CERTAIK PROPERTY 
IK DEDEDO TO THE GUAM HOUSING 
CORPORATIOK TO DEVELOPE AFFORDABLE 
HOUSING FOR SALE T 3  FIRST TIME 
HOXIEOWSERS . I 

Section 1 .  . . Legislative findings. The legislative 
finds that there is a critical shortage 
of affordable housing on Guam. 

Section 2 . .  . Authorizing the Governor of Guam to 
transfer a certain property in Dededo to 
the Guam Housing corporation to develop 
affordable housing for sale. 

Section 3. .  . The conveyance of said lots in Dededo shall 
take effect upon completion of the land 
registration by the government of Guam. 

Section 4 . .  . Definltion of f irst  time homeowners. 
Section 5 . .  . The units shall be allocated to families 

whose incomes are up to 100'0 of the median 
income for Guam. 

Section 6 . .  . The units shall be sold a t  cost plus two 
percent (2%) and Three Dollars ($3) per 
square meter for the house lot and for  a 
first time owner. 

Section 7.. . Equity of the 
Section 8. . . In the event or default. the Corp. shall 

be given the right of f irst  refusal prior 
to a public auction. 

Section 9 . .  . No displacement. So person with an authorized 
land use permit shall be displaced from the 
government of Guam land. 

Section 10 . .  . Gifts. The honieowner may without conside~.ation 
transfer by means of a gift ,  the home purchased 
under this Act to any member of the homeowner's 

i 
immediate family. 

Section 11.. . Priorities. The priorlty for sale of each 
affordable housing unit shall be established 
by a lottery system to be conducted by the 
corporation. 

Section 1 2 . .  . Zoning of property. 
Section 13.. . No subsidy mortgages are  available to families 

who purchase a home under this Act. 
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4 Section 14.. . Protective covenants sllall be included in the  

1 deeds to require the homeowners to maintain 
and keep up their homes in order to protect 

i the home's value. 
Section 15.. . Homes purchased under this Act must be I owner-occupied d u r i n g  the twenty-five 

(25) year period. 

f Section 16. .  . The Corporation shall review and approve 

' i 
a millhum of three (3) house designs. 

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

I Section 1. Legislative I i d i n g s .  The Legisla?ure finds ihat 

28 . 
there is a critical shortage of affordable housing on Guam and fu r the r  
finds that significant savings can also be realized if the government 
of Guam uses i ts  negotiating leverage to build housing {'nits a t  less 
than market prices on government land for  sale to low and middle 
income families. The Legislature fur ther  finds that it is nearly 
impossible for most low or middle income families on Guam to purchase 
homes at market prices. 

Section 2. Authorization. The Governor of Guam is authorized 
to transfer Lot No. 10120-14, consisting of eight (8) acres,  and Lot 
No. 10120-16, consisting of thirty-eight (38) acres, both of Dededo, 
to the Guam Housing Corporation (the "Corporation") t o  develop 
affordable housing units for sale to f irst  time homeowners who ax-e U. 
S. citizens o r  permanent resident aliens and who have been domiciled 
In Guam for a five (5) consecutive year period immediately preceding 
the date of sale of the unit. 

Section 3. Registration. The conveyance of said lots shall take 
effect  upon completion of the land registration of Basic Lot No. 10120 
by the government of Guam. 

f Section 4 .  Definition of f irst  time homeowners. "First time 
homeownersn are defined as families (married persons or single per-  
sons with dependents) who have not had any ownership interest in 
residential real property within the three (3) year period immediately 
preceding the date of sale of a unlt developed under this Act. 
Divorced persons or individuals having an ownership interest in the  
property of the parents do qualify as first time homeowners; provld- 
ed. that any interest in residential real property is terminated prior 
to the purchase of a unit developed under this Act. 

Section 5. Allocation. The units shall be allocated to families 
on the following basis: Thirty percent (30%) to families whose in- 
comes a re  u p  to one hundred percent (100%) of the median income fo r  
Guam established by the U. S .  Department of Housing and Urban 
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Development ("HUD"); fifty percent (50°0) to families wl~ose incomes 
a re  between one hundred percent (100') and one hundred thirty 
percent (13000) of such HUD-established median income: and twenty 
percent (20%) to families whose incomes are  between one l~undred 
thirty (130%) and one hundred fif ty percent (130%) of such HCD- 
established median income. The homes may be sold to taniilies in the 
next lower or higher category in the event that tilere arc ir~sufficient 
qualified applicants in a given class. 

Section 6 .  Prices. The units shall be sold at cost plus two 
percent ( 2 % ) ,  and Three Dollars (53)  per square meter for the house 
lot, and for a f i rs t  time owner, no down payment shall be required. 
Costs shall include but are not limited to all costs associated \\.it11 the 
design, on-site infrastructure, construction, finanring, sale and 
project management of the dexfelopn~ent. The two percent (2'0) in 
excess of the costs shall be retained by the Cor.poration for the 
payment of expenses it will incur during the construction and mnni- 
toring of the project. The cost of off-site infrastructure and off-site 
access roads shall be the responsibility of the government of Guam. 
On-site infrastructure is defined as all infrastructure improvements 
inside the lots described in Section 2 of this Act. The proceeds from 
the sale of the lots shall be retained by the Corporation. Of these 
proceeds, Two Hundred Thousand Dollars (S?00.000) shall be used to 
prepare a comprehensive housing study on homeownership for Guam 
and the balance shall be used for costs associated with future afford- 
able housing projects. The Corporation shall establish a fund for the 
proceeds of the land sales that is separate from its  other accounts 
and shall report to the Legislature each year on the status of this 

Section 7 .  Equity to Corporation. The equity between the 
selling price of each unit and the initial appraised value of each unit 
a t  the time of sale shall remain the property of the Corpor.ation for  a 
period of not less than twenty-five ( 2 5 )  years following the sale of 
the  property. The Corporation shall be given the right of first 
refusal on ail homes sold by the initial owners and subsequent owners 
who purchase a home constructed under this Act from the Corporation 
in the event the homes are sold within twenty-five (25) years of the 
date of purchase. The right of first refusal price on sale of the 
home shall be the original selling price plus any equity beyond the 
initial appraisal not to exceed five percent (5%) per year. In the 
event the homes are purchased by the Corporation, they shall be sold 
a t  cost to f irst  time homeowners who shall be subject to the equity 
sharing provisions of this section. The owners shall not mortgage or 
attach o r  cause to attach any liens for equity which is not considered 
to be theirs under this section. Homes purchased under the Corpo- 
ration's right of f irst  refusal shall be sold at cost plus ten percent 
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(looo). The Corporation shall share in the equity on all homes sold 
that were acquired by the right of f irst  refusal for a period of twen- 
ty-five ( 2 5 )  years following the date by the same fornluia that applied 
to the original homeowner under this .Act. 

Section 8. Default. In the event of default,  the Corporation 
shaU be given the right of first 1,efusal prior to a public auction. 
The right of first refusal price i l l  the event of a default sllall be the 
amount outstanding 011 the loall including interest, fees, penalties. 
collection fees and other associated costs. 

Section 9. No displacement. So person with an authorized land 
use permit shall be displaced from the go%-ernment of Guam land 
transferred in this Act without receiving compensation representing 
the fair market value of any impro...ement constructed on the land by 
s u c l ~  permittee and loss of crops, togrther witli reasonable relocation 
assistance by the Corporation. 

Section 10. Gifts. The homeowner may without consideration 
transfer by means of a gift ,  the home purchased under this Act to 
any member of the homeowner's immediate family. For purposes of 
this Act, "immediate family" is defined as the homeowner's spouse, 
parents, and children by birth or by legal adoption. In cases of 
authorized family transfer,  the same restrictions that applied to the 
previous homeowner apply to the new homeowner. 

Section 11. Priorities. The priority for sale of each affordable 
housing unit shall be established by a lottery system to be conducted 
by the Corporation. The Corporation shall under the provisions of 
the Administrative Adjudication Law develop rules and regulations to 
govern this Act which are consistent with this Act and to applicable 
law. 

Section 12.  Zoning. Upon conveyance of the property de- 
scribed in Section 2 of this Act to the Corporation, such property 
shall thereupon be zoned as a "Planned Unit Development" (PUD). 

Section 13. No subsidy mortgages. Families who purchase a 
home under this Act are  not eligible for government of Guam mortgage 
subsidy programs. 

Section 14 .  Protective covenants. The Corporation shall include 
covenants in the deeds conveying the units that will require the 
homeowners to maintain and keep up their Ilomes in order  to protect 
the homes' value. 
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Section 15. Owner-occupied homes. Homes purchased under 
th i s  Act must be owner-occupied dur ing  the  twenty-fi\ 'e ( 2 5 )  Year 
period set  out in Section 7 of th i s  Act. 

Section 16. D e s i ~ n s .  T h e  Corporation shall re\.icw and aF;ll.o\.e 
a minimum of three  (3) house designs f o r  the  project aut l~ol~lzcd 53. 
th i s  Act. 

PUBLIC LAW NO. 20-226 
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AN ACT TO AMEND 19.30 OF TITLE 9. 
GUAM CODE ANNOTATED. ON ASSAULTING 
A PEACE OFFICER. 

Section 1. .  . Amended 9 GCA 19.30, on assaulting a peace 
officer. 

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

Section 1. 19.30 of Title 9 ,  Guam Code Annotated, is  amended 
to  read:  

"19.30. Assault;  Defined & Punished. (a)  A person is 
guilty of assault if he: 

(1) e i ther  recklessly causes o r  attempts to cause 
bodily injury to another ;  

( 2 )  recklessly uses a deadly weapon in such a manner 
as to place another  in  danger  of bodily injury;  o r  

(3) by  physical menace intentionally puts  o r  attempts 
to  put  another  in fear  of imminent bodily injury.  '.: 

(b) An assault against  a peace officer who is performing "; 
his  of f ich l  dut ies  a s  a peace officer is  a felony of the th i rd  
degree if the  perpe t ra tor  knew o r  should have known that  the  
victim Was a peace officer.  In any  assaul t  against a peace 
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