


young tourism and light manufacturing industries. Clearly, the program was successful in
establishing one of the main pillars of our economy, tourism, which now boasts of
portfolio of 15 hotels and numerous services and attractions. In this industry, we have
documented the creation of jobs with premium training, competitive wages and employee
benefits packages. Guam now enjoys world class facilities and an improved infrastructure.
The program also supports the promotion of Guam’s culture, local products, services and
art.

Since 1965, more than $1.5 billion in tax revenues from payroll, GRT, Withholding and
Use taxes have been realized as a direct result of industries and businesses established
under Guam'’s Qualifying Certificate program.

Even greater potential exists in our new economy, as hundreds of international businesses
are looking to Guam as a potential investment domicile. However, in order for companies
to remain competitive while using Guam as their base to increase their global market
share, the QC program must be amended to meet the realities of doing business in today's
global marketplace. Eliminating the program in its entirety would take away our
advantage in a time of great opportunity.

In addition to being disadvantageous to our island, the wholesale moratorium on QC’s proposed
in Bill No. 62 would subject the government to lawsuits that would be too costly to defend.

Bill No. 62 is inorganic and unconstitutional. The Constitution of the United States and the
Organic Act of Guam prohibit the enactment of legislation which would impair the terms and
conditions of existing contracts, including government contracts such as a Qualifying Certificate.
Bill No. 62 would deny QC recipients from exercising the provisions in its contract with the
government by placing a moratorium on the modification of current Qualifying Certificates.
Further, dictating through legislation amendments to existing government contracts may be
denying QC recipients due process protection afforded by the Organic Act. The flurry of costly
lawsuits if this bill were to become law would be inevitable and at the expense and detriment of
our already financially challenged government.

In closing, we respectfully request the opportunity to allow GEDCA to propose for your review,
amendments to the current QC law that could be introduced within the next 120 days to update
the QC program so that it is advantageous for new investors and Guam’s economy. The
amendments will target the primary areas of concern in the program:

e Eligibility Categories — to focus programs on new and non-competitive
industries;

e Benefits Structure — to ensure that benefits are not provided to existing
taxpayers so there will be no continued erosion to Guam’s existing tax
base;

e Renewal, extensions and modifications — to eliminate the ambiguities in the
QC law that allows transfer of benefits for established enterprises;
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Liheslatura to amend or repeal the existing statutes, laws and

regulations governing the Qualifying Certificate Program.

The Workgroup may invite government, private sector, community entities
and individuals to testify, submit reports, and provide information that may assist
the Workgroup. The Workgroup is authorized to create sub-committees as needed.

(b) Composition of the Qualifying Certificate Assessment Workgroup.
The Workgroup shall be composed of seven (7) members as follows:

(1)  The Speaker of I Likeslaturan Guahan or his designee;

(2) The Administrator of the Guam Economic Development and
Commerce Authority;

(3) The Director of the Department of Revenue and Taxation or his
designee;

(4) The Director of the Department of Administration or his
designee;

(5) The Attorney General of Guam or his designee;

(6) A representative from the private business community who
possesses a degree in economics, finance or a business related field
appointed by I Magalahi; and

(7) A representative from the Guam Small Business Development
Center appointed by I Magalahi.

The Chairperson of the Workgroup shall be the Administrator of the Guam
Economic Development and Commerce Authority. The Vice Chairperson shall be
elected by the Workgroup at its first meeting. All Workgroup meetings shall be
subject to the Open Government Law. If I Maga lahi fails to appoint members as
specified above within thirty (30) days of enactment hereof, the Speaker of 7
Liheslatura shall make the appointment.

(¢) Term and Vacancy of Qualifying Certificate Assessment






