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The Honorable Don Parkinson 
Speaker 
Twenty-Third Guam Legislature b-M- ---.- -*A -- 
Guam Legislature Temporary Building 
155 Hesler Street 
Agana, Guam 96910 

Dear Mr. Speaker: 

Enclosed please find a copy of Substitute Bill No. 768 (LS), "AN ACT TO 
AUTHORIZE ESSO EASTERN, INC. TO EXECUTE AN ASSIGNMENT OF ITS 
LEASES OF CERTAIN LOTS AND EASEMENTS WITHIN THE GUAM 
INTERNATIONAL AIRPORT INDUSTRIAL PARK AND WITHIN THE 
COMMERCIAL PORT OF GUAM TO SHELL GUAM, INC. FOR AIRPORT- 
RELATED USES AND FOR PORT-RELATED USES", which I have signed into 
law today as Public Law No. 23-142. 

Governor's message and copy of public law have been delivered to the 
Office of the Legislative Secretary. 

Very truly yours, 

Governor of Guam 
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CARL T.C. GUTiERREZ 
GOVERNOR OF GUAM 

JAN 0 2 1997 
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Received By The Honorable Hope A. Cristobal I 

Acting Legislative Secretary 2: $'d 
Twenty-Third Guam Legislature 
Guam Legislature Temporary Building 
155 Hesler Street 
Agana, Guam 96910 

Dear Madame Legislative Secretary: 

Enclosed please find a copy of Governor's message and copy of Substitute 
Bill No. 768 (LS), "AN ACT TO AUTHORIZE ESSO EASTERN, INC. TO EXECUTE 
AN ASSIGNMENT OF ITS LEASES OF CERTAIN LOTS AND EASEMENTS 
WITHIN THE GUAM INTERNATIONAL AIRPORT INDUSTRIAL PARK AND 
WITHIN THE COMMERCIAL PORT OF GUAM TO SHELL GUAM, INC. FOR 
AIRPORT-RELATED USES AND FOR PORT-RELATED USES", which I have 
signed into law today as Public Law No. 23-142. 

Governor's message and copy of the public law have also been delivered to 
the Office of the Speaker. 

Very truly yours, 

W arl T. C. utierrez 
Governor of Guam 
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TWENTY-THIRD GUAM LEGISLATURE 
1996 (SECOND) Regular Session 

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR 

T h s  is to certlfy that Substitute Bill No. 768 (LS), "AN ACT TO AUTHORIZE 
ESSO EASTERN, INC. TO EXECUTE AN ASSIGNMENT OF ITS LEASES 
OF CERTAIN LOTS AND EASEMENTS WITHIN THE GUAM 
INTERNATIONAL AIRPORT INDUSTRIAL PARK AND WITHIN THE 
COMMERCIAL PORT OF GUAM TO SHELL GUAM, INC. FOR 
AIRPORT-RELATED USES AND FOR PORT-RELATED USES," was on the 
23rd day of December, 1996, duly and regularly passed. 

f Sen o r  and Legislative Secretary, A c t i  

n / 
1 .  

DON PARKINSON 
Speaker 

---i--L------------------------------------------------------ ---------------- 
Tn;s Act was received by the Gov rnor tlus 3-3' day of ~ ~ L - ~ W \ J C C  , 
1996, at ~ ' 3 - 5  o'dodc 1. M . - 

-/-- 

APPROVED: 
Governor's office \ 

CARL T. C. GUTIERREZ 
Governor of Guam 

Date: - 2- 9 7  

Public Law No. 2 3 - /VL, 



TWENTY-THIRD GUAM LEGISLATURE 
1996 (SECOND) Regular Session 

Bill No. 768 (LS) 
As substituted by the Committee on 
Economic & Agricultural Development 
and Insurance / Committee on Tourism 
and Transportation 

Introduced by: T. S. Nelson 

By the request of the 
Governor in accordance 
with the Organic Act of 
Guam 

AN ACT TO AUTHORIZE ESSO EASTERN, INC. TO 
EXECUTE AN ASSIGNMENT OF ITS LEASES OF CERTAIN 
LOTS AND EASEMENTS WITHIN THE GUAM 
INTERNATIONAL AIRPORT INDUSTRIAL PARK AND 
WITHIN THE COMMERCIAL PORT OF GUAM TO SHELL 
GUAM, INC. FOR AIRPORT-RELATED USES AND FOR 
PORT-RELATED USES. 

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

Section 1. History. The Guam International Airport Authority (GIAA) 

has developed certain real property located at the Guam International Air 

Terminal Industrial Park (the Industrial Park). Esso Eastern, Inc., is the 

holder of a duly authorized lease (the GIAA Lease) from GIAA of Lot No. 1, 

Block No. 1, Tract No. 1427 w i t h  the Industrial Park. The Port Authority of 

Guam supervises and administers various parcels of real property w i t h  the 

8 area of the Commercial Port of Guam-(the Corninercial Port). Esso Eastern, 

9 Inc. is the holder of certain duly authorized leases and an easement 

10 (collectively, the PAG Leases) within the Commercial Port of properties 

11 described as (i) Lot No. 2, Cabras Island, Piti; (ii) a portion of Lot No. 3 



designated as Long No. 3A in Cabras Island Industrial Park; (iii) Esso Fire 

Fighting Pump House and Fire Fighting System, Piti, Land Square 21; Section 

2; and (iv) a 5 foot Wide Pipe Line Easement, Piti, Land Square 21, Section 2. 

Esso Eastern, Inc. desires to assign all its interests in the GIAA Lease and in 

the PAG Leases to Shell Guam, Inc. On September 19, 1996, at a meeting of 

the Board of Directors of PAG, an assignment of the PAG Leases from Esso 

Eastern, Inc., to Shell Guam, Inc., was approved, subject to approval by the 

Legislature. On September 26, 1996, at a meeting of the Board of Directors of 

GIAA, an assignment of the GIAA Lease from Esso Eastern, Inc., to Shell 

Guam, Inc., was approved, subject to approval by the Legislature. 

Section 2. Assignment of GIAA Lease authorized. Esso Eastern, Inc., is 

hereby authorized to assign its interests in the GIAA Lease between it and the 

Guam International Airport Authority of the following described lot in the 

Guam International Air Terminal Industrial Park: Lot No. 1, Block No. 2, 

Tract No. 1427, Guam International Air Terminal Industrial park, 

Municipalities of Barrigada and Dededo, Guam, containing an area of 

approximately 5,709 square meters or 61,448 square feet, as shown on 

Drawing No. DS1-S-88-25 dated April 23, 1990, prepared by registered land 

surveyor Nestorio C. Ignacio, RLS No. 65, to Shell Guam, Inc., a Guam 

corporation, for airport-related uses; provided, however, that as a condition 

to this approval of such assignment, the assignee shall agree to be bound by 

all the terms and conditions of the GIAA Lease, including but not h i t e d  to 

any restrictions on uses of the land covered by the GIAA Lease. 

Section 3. Assignment of PAG  eases authorized. Esso Eastern, Inc. is 

hereby authorized to assign its interests in the PAG Leases between it and the 

Port Authority of Guam (as successor in interest to the interests of the Guam 

Economic Development Authority) of the following described lots in the 



Commercial Port of Guam: (i) Lot No. 2, Cabras Island, Municipality of Piti, 

Guam; (ii) a portion of Lot No. 3 designated as Long No 3A in Cabras Island 

Industrial Park, Municipality of Piti, Guam; (iii) Esso Fire Fighting Pump 

House and Fire Fighting System, Piti, Land Square 21, Section 2; and (iv) a 

five (5) foot-wide Pipe Line Easement, Piti, Land Square 21, Section 2, to Shell 

Guam, Inc., a Guam corporation; provided, however, that as a condition to 

t h s  approval of such assignment, the assignee shall agree to be bound by all 

the terms and conditions of the FAG Leases, including but not lirmted to any 

restrictions on uses of the land covered by the PAG Leases. 

Section 4. Scope. This Act relates solely to the approval of the 

assignment of the GIAA and PAG Leases from Esso Eastern, Inc., to Shell 

Guam, Inc., and nothing contained herein shall be considered an approval, 

tacit or otherwise, or disapproval by the government of Guam with respect to 

the acquisition of Esso Eastern, Inc., assets by Shell Guam, Inc. 

(b) Neither Shell Guam, Inc. nor Esso Eastern, Inc., shall use the 

passage of this B1.11 in any official correspondence or capacity with the Federal 

Trade Commission (FTC) or any other federal or local government agency to 

imply government approval with respect to the acquisition of Esso Eastern, 

Inc., assets by Shell Guam, Inc. 
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December 17,1996 
I Honorable Don Parkinson, Speaker 

23rd Guam Legislature 
155 Hessler St. 
Agana, Guam 96910 

Dear Mr. Speaker, 

The Committees on Tourism & Transportation and Economic-Agricultural 
Development & Insurance, to which the following was referred, wish to report their 
findings and recommendations: 

BILL NO. 768 (As Substituted by the Committees on Economic-Agricultural Development & 
Insurance and Tourism & Transportation) AN ACT TO AUTHORIZE ESSO EASTERN, 
INC. TO EXECUTE AN ASSIGNMENT OF ITS LEASES OF CERTAIN LOTS AND 
EASEMENTS WITHIN THE GUAM INTERNATIONAL AIRPORT INDUSTRIAL 
PARK AND WITHIN THE COMMERCIAL PORT OF GUAM TO SHELL GUAM, 
INC. FOR AIRPORT-RELATED USES AND FOR PORT-RELATED USES. 

The Committees' voting record on Substitute Bill No. 768 is as follows: 

TO PASS 10 

NOT TO PASS 

TO ABSTAIN 

TO PLACE IN THE INACTIVE FILE 27 

NOT VOTING 4 

The recommendation of the Committees is to do pass. A copy of the voting sheet, 
report and all pertinent documents are attached for your information. 

U JOE T. SAN AGbSTIN 
Cl~airn~an 



JOINT VOTING SHEET @ 
COMMITTEES ON TOURISM & TRANSPORTAllON AND 

ECONOMIC-AGRICULTURAL DEVELOPMENT & INSURANCE 
BKL NO. 768 (As Subshtuted by the Cornnuttees on Ekonomc-Agricultural Development & Insurance and Tourism &Transportation) AN 
ACT TO AUTHORIZE ESSO EASTERN, INC. TO EXECUTE AN ASSIGNMENT OF ITS LEASES OF 
CERTAIN LOTS AND EASEMENTS WITHIN THE GUAM INTERNATIONAL AIRPORT INDUSTRIAL 
PARK AND WITHIN THE COMMERCIAL PORT OF GUAM TO SHELL GUAM, INC. FOR AIRPORT- 
RELATED USES AND FOR PORT-RELATED USES. 

TO NOT TO TO TO PLACE IN 
PASS PASS ABSTAIN INACTTVE FILE 

//i I' 

J~A&%& S. BROWN 

SONNY L. ORSINI 

VICJ~N'@ C. PANGELINAN 

DON PARKINSON 

- 
JUDITH WONPAT-BORJA 
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TOURISM and 
TRANSPORTATION 

I COMMITTEE 
REPORT 

' BILL NO. 768 (As Substituted by the Committees on 
Economic-Agricultural Development & Insurance and 
Tourism & Transportation) AN ACT TO AUTHORIZE ESSO 
EASTERN, INC. TO EXECUTE AN ASSIGNMENT OF ITS 
LEASES OF CERTAIN LOTS AND EASEMENTS WITHIN 
THE GUAM INTERNATIONAL AIRPORT INDUSTRIAL 
PARK AND WITHIN THE COMMERCIAL PORT OF GUAM 
TO SHELL GUAM, INC. FOR AIRPORT-RELATED USES 
AND FOR PORT-RELATED USES. 

PUBLIC HEARING: 
December 11,1996 

/ SENATOR JOHN PEREZ AGUON, c h a i r m a r l  
SENATOR JOE T. SAN AGUSTIN SENATOR CARLOTTA LEON GUERRERO 

I SENATOR SONNY L. ORSINI Vice Chairman SENATOR VICENTE C. PANGELINAN 
SENATOR JOANNE S. BROWN SENATOR FRANCIS E. SANTOS 

SENATOR FELIX P. CAMACHO SENATOR ANTONIO R. UNPINGCO 
SENATOR MARK FORBES SENATOR JUDITH WON PAT-BORJA 
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TWENTY-THIRD GUAM LEGISLATURE 
1996 (SECOND) Regular Session 

Bill No. 768 

Introduced by: 
(as substituted by the Committee on 
Economic & Agricultural Development 
and Insurance 1 Committee on Tourism 
and Transportation) 

by the request of the 
Governor in accordance 
with the Organic Act of 
Guam 

AN ACT TO AUTHORIZE ESSO EASTERN, INC. TO 
EXECUTE AN ASSIGNMENT OF ITS LEASES OF CERTAIN 
LOTS AND EASEMENTS WITHIN THE GUAM 
INTERNATIONAL AIRPORT INDUSTRIAL PARK AND 
WITHIN THE COMMERCIAL PORT OF GUAM TO SHELL 
GUAM, INC. FOR AIRPORT-RELATED USES AND FOR 
PORT-RELATED USES. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF 

GUAM: 

Section 1. History. The Guam International Airport Authority 

( GIAA) has developed certain property located at the Guam 

International Air Terminal Industrial Park (the Industrial Park). Esso 

Eastern, Inc. is the holder of a duly authorized lease (the GIAA Lease) 

from GIAA of Lot No. 1, Block No. 1, Tract No. 1427 within the Industrial 

Park. The Port Authority of Guam supervises and administers various 

parcels of real property within the area of the Commercial Port of Guam 

(the Commercial Port). Esso Eastern, Inc. is the holder of certain duly 

authorized leases and an easement (collectively the PAC Leases) within 



the Commercial Port of properties described as (i) Lot No. 2, Cabras 

Island, Piti; (ii) a portion of Lot No. 3 designated as Long No 3A in Cabras 

Island Industrial Park; (iii) Esso Fire Fighting Pump House and Fire 

Fighting System, Piti, Land Square 21, Section 2; and (iv) a 5 foot Wide 

Pipe Line Easement, Piti, Land Square 21, Section 2. Esso Eastern, Inc. 

desires to assign all its interests in the foregoing GIAA Lease and in the 

foregoing PAG Leases to Shell Guam, Inc. On September 19,1996, at a 

meeting of the Board of Directors of PAG, an assignment of the PAG 

Leases from Esso Eastern, Inc., to Shell Guam, Inc. was approved, subject 

to approval by the Legislature. On September 26,1996, at a meeting of the 

Board of Directors of GIAA, an assignment of the GIAA Lease from Esso 

Eastern, Inc., to Shell Guam, Inc. was approved, subject to approval by the 

Legislature. 

Section 2. Assignment of GIAA Lease authorized. Esso Eastern, 

Inc. is hereby authorized to assign its interests in the GIAA Lease 

between it and the Guam International Airport Authority of the following 

described lot in the Guam International Air Terminal Industrial Park: Lot 

No. 1, Block No. 2, Tract No. 1427, to Shell Guam, Inc., a Guam 

corporation, for airport-related uses; provided, however, that as a 

condition to this approval of such assignment, the assignee shall agree to 

be bound by all the terms and conditions of the GIAA Lease, including but 



not limited to any restrictions on uses of the land covered by the GIAA 

Lease. 

Section 3. Assignment of PAG Leases authorized. Esso Eastern, 

Inc. is hereby authorized to assign its interests in the PAG Leases 

between it and the Port Authority of Guam (as successor in interest to 

the interests of the Guam Economic Development Authority) of the 

following described lots in the Commercial Port of Guam: (i) Lot No. 2, 

Cabras Island; (ii) a portion of Lot No. 3 designated as Long No 3A in 

Cabras Island Industrial Park; (iii) Esso Fire Fighting Pump House and 

Fire Fighting System, Piti, Land Square 21, Section 2; and (iv) a 5 foot Wide 

Pipe Line Easement, Piti, Land Square 21, Section 2 to Shell Guam, Inc., a 

Guam corporation; provided, however, that as a condition to this 

approval of such assignment, the assignee shall agree to be bound by 

all the terms and conditions of the PAG Leases, including but not limited 

to any restrictions on uses of the land covered by the PAG Leases. 

Section 4. Scope. This Act relates solely to the approval of the 

Assignment of the GIAA and PAG Leases and nothing contained herein 

shall be considered an approval, tacit or otherwise, or disapproval by the 

Government of Guam with respect to the acquisition of Esso Eastern, Inc. 

assets by Shell Guam, Inc. 



COMMITTEE REPORT 

BILL NO. 768 - At the request of the Governor 
AN ACT TO APPROVE THE ASSIGNMENT OF THE PORT AUTHORITY OF 
GUAM'S LEASES W1TE-I ESSO EASTERN, INC. TO SHELL GUAM INC. 

JOINT PUBLIC HEARING 

COMMITTEE ON ECONOMIC & AGRICULTURAL DEVELOPMENT 
AND INSURANCE I 

COMMITTEE ON TOURISM AND TRANSPORTATION 

TIME AND DATE: 2 p.m., Wednesday, December 11,1996 
LOCATION: Public Hearing Room, Guam Legislature 
PRESIDING: Chairman Sen. Joe T. San Agustin 
SENATORS PRESENT: Senator Alberto Lamorena 

Senator Carlotta Leon Guerrero 
Senator Vicente Pangelinan 
Senator Antonio Unpingco 

PERSONS WHO PRESENTED TESTIMONIES: 
Paul Souder, Port Authority of Guam (PAG) Chairperson 
Greg Krogel, Esso Eastern Inc. Branch Manager 
David O'Brien, Shell Guam, Inc. General Manager 
Calvin Holloway, Sr., Attorney General 

SUBMITTED TESTIMONY BUT NOT APPEARING: 
Jay Sprague, Guam International Airport Authority 

(GIAA) Executive Manager 

SUMMARY OF TESTIMONIES 
Paul Souder (PAG Chairperson) read his written testimony supporting the bill. Shell 
Guam Inc. plans to buy all the assets of Esso Eastern Inc. - Cabras terminal and LPG 
storage facilities, 14 retail service stations with 10 convenient stores. PAC supervises 
and administers parcels of land that Esso has leased and they are assigning all their 
interests under the same terms and conditions. The properties are (1) Lot. No. 2 
Cabras Island; (2) a portion of Lot No. 3 designated as Lot No. 3A in the Cabras 
Industrial Park; (3) Esso Fire Fighting Pump House and Fire Fighting System, Piti, 
Land Square 21, Section 2; and (4) a five foot wide pipeline easement, Piti, Land 
Square 21, Section 2. 

During the Sept. 19,1996 PAG board meeting, the Port board approved the 
assignment of the leases from Esso to Shell subject to the approval of the Governor 
and the Legislature. 

The acquisition of Esso's assets by Shell is contingent on the review of the 
acquisition by the Federal Trade Commission (FTC) and approval of the 
assignments by the Government of Guam. 

Souder pointed out that "... it is the responsibility of the Federal Trade 
Commission to review the anti trust implications of the proposed acquisition." 



Greg Krogel (Esso Branch Manager) read his written testimony supporting the 
transfer of ongoing Esso leases on GovGuam properties controlled by PAG and 
GIAA to Shell. The company will assume the leases under the same terms and 
conditions. Both the PAG and GIAA board of directors have approved the 
assignments. 

David O'Brien (Shell President) read his written testimony supporting the transfer 
of all Esso leases with GovGuam to Shell. The assignment of PAG leases requires 
the consent and approval of the Governor, including the Attorney General, and the 
concurrence of the Legislature while the assignment of the GIAA lease requires the 
consent of the airport authority, the Governor and the Legislature. Through this 
acquisition, Shell's strategy is to establish Guam as the regional hub for Micronesia. 

Calvin Holloway, Sr. (Attorney General) read his written testimony cautioning the 
Legislature from approving the proposed transfer. The FTC and the AG are 
currently reviewing the transaction because of existing anti trust laws. Through this 
acquisition, only 2 petroleum companies will be selling gasoline on island and only 
1 oil company will be importing liquid propane gas. 

Since the oil companies have refused to allow the FTC to share their 
information with the AG regarding the acquisition, the AG has been forced to 
conduct their own investigations. Guam has anti trust provisions in 9 G.C.A. 
Chapter 69 which "... makes it unlawful for two or more persons to contract in 
restraint of trade, and authorizes ..." the AG "... to conduct investigations into 
potential violations." 

The AG is requesting the Legislature to exercise caution in the following ways. 
1. Withhold approval of the transfer and assignment until the AG and the FTC 
have completed their investigations. 
2. Approve the transfer and assignment "... while making it very clear on the 
legislative record that the approval is solely for the transfer and assignment of 
Exxon's lease, and that the approval is not for any proposed acquisition by Shell of 
all Exxon's Guam assets." 

The AG added that "The danger, of course, in approving the transfer and 
assignment of Exxon's lease in a hasty manner is that legislative approval of a 
simple real estate transaction could be used as a justification by Shell for gaining 
approval for Shell's entire proposed acquisition." 

Jay Sprague (GIAA Executive Manager) submitted written testimony supporting the 
assignment of the Esso lease to Shell for Lot No. 1, Block No. 2, Tract 1427 in the 
airport industrial park. The property is about 5,709 sq. meters Since the ground lease 
was authorized by PL 20 - 188, the assignment of the lease must have the written 
consent of the Governor, the Legislature and the approval by GIAA. The GIAA 
board adopted a Resolution on Sept. 26,1996 approving the assignment of the lease. 



DISCUSSION 
Sen. San Agustin expressed his concern that this is an administration bill with the 
Governor and Lt. Governor's signed Consent and that the AG has a signed 
Approved As To Form. He asked if this was done against the AG's advise. The AG 
explained that the documents met the legal requirements but a confidential letter 
was also sent to the Governor. San Agustin inquired if the AG's letter was sent after 
the Oct. 18, 1996 (the date that the Consent was completed). The AG replied yes. San 
Agustin clarified that the Legislature has jurisdiction over approving the 
assignment but not the sale of the assets. San Agustin queried why the AG was 
asking the Legislature to hold back the approval. He answered that he wants to 
obtain all the necessary information first. 

Sen. Pangelinan wanted the AG to clarify his position regarding exercising caution 
in approving the assignment. The AG replied that there is a strong possibility that 
once the assignment is transferred, then Shell could claim tacit approval. 

Sen. Lamorena asked if "... there would be a problem if a section was added that the 
leases would not go into effect until the approval by the FTC?" The AG replied that 
he would not have a problem if the Attorney General's Office was added. Shell 
explained that the closing of the contract between Shell and Exxon is conditional 
upon approval by the FTC and they will not use the Legislature's consent as 
leverage with the FTC." Lamorena inquired why Shell is not submitting 
information to the AG that they willingly gave the FTC. Shell expressed surprise 
with the AG's claim and stated that they are willing to provide the committee with 
copies of communications between Shell and the AG He added that the last letter 
from the AG was dated Dec. 5, 1996 and he understands from their lawyers that 
there are about 100 - 134 cartons of documents that need to be submitted for this case. 
He added that it will take time to copy and comply with the AG's request. 

The AG stated that the FTC was on Guam about 3 weeks ago and he had a long 
discussion with them. Apparently there is a waiver that both Shell and Exxon can 
sign so that the FTC and the AG could share information. Despite the AG's request, 
Shell and Exxon have both refused to comply with the request. Lamorena inquired 
if Shell had a problem with granting the waiver. Shell replied that the issues raised 
by the AG is under discussion between the AG and their lawyers. They contend that 
a waiver is not needed and they will comply with both local and federal statutes. 

The AG explained that the FTC works with local attorney. With the waiver, the 
review process will be fast tracked. Lamorena stated that if both companies do not 
have a problem with providing information to the FTC, then they should not have 
problem with giving the same information to the AG. Shell stated that they will 
provide the AG with the requested information. 

Sen. San Agustin explained that the AG has identified two (2) issues. One relates to 
the "simple transfer of assets" and the other is an "apparent anti trust violation." He 



added that both the Legislature and the AG are tasked with protecting the local 
consumers. 

Sen. Carlotta Leon Guerrero inquired about the January 1997 deadline. Shell began 
by stating that "... there is no anti trust violation but there are certain anti trust 
implications." They added that the investigation by the FTC is normal for deals of 
this size. In response to Sen. Leon Guerrero's question, he explained that "... the deal 
has value to Shell and that there is a competitive nature to it." The deal has been 
with the FTC since September, 1996 and they expect a response from the FTC by 
January 1997. Leon Guerrero asked if the deal will collapse or will be affected if the 
deadline is not met. Shell replied that there are contractual implications if the time 
frame is exceeded. 

Sen. Unpingco stated that since it is normal for the FTC to investigate a deal of this 
size, is it also normal for the AG to investigate. Holloway answered that normally 
the FTC works with the local AG and shares the information with them. Unpingco 
added that since the oil companies have not granted the waiver, then the AG has 
been forced to conduct their own independent investigation. Unpingco asked Shell 
if it would not be easier for them to provide the waiver rather than providing the 
huge volume of documents. Shell replied that both companies "... do not have 
anything to hide " and they will comply with the requests. 

Sen. Pangelinan presented a scenario where Exxon shuts down and Shell begins 
operations after a 6 month period. He asked if the FTC's concern was limited to on 
going businesses. Holloway replied affirmatively. The AG stated that he is not 
against the merger but what he "... needs is information to make an intelligent 
recommendation." 

Sen. San Agustin asked if the lease rate has remained static. Carbullido (PAG's legal 
counsel) explained that the Port has no power to renegotiate the lease. "The 
provision is just that the assignment will not be withheld for any unreasonable 
reasons." Since the GEDA leases were assigned to PAG in '88 - '89, the rental rate is 
tied to the current terms. Carbullido stated that from the Port's perspective this is an 
assignment of an existing lease. On the other hand, San Agustin stated that the AG, 
as the protector of the consumers, is concerned with the impact on the consumer by 
such a transaction. Carbullido suggested that a provision be added stating that "... 
nothing in this consent shall be deemed in any way an approval of the substantive 
transaction which is under review by the Attorney General and the Federal Trade 
Commission." San Agustin asked the AG if he agreed with Carbullido's provision. 
The AG prefers Lamorena's wordings. Carbullido stated that they will work with the 
AG's office so that their concerns are addressed. 

Sen. Leon Guerrero asked about the $16,000 p.a. lease rate. Carbullido replied that a 
reappraisal was done '89. Exxon added that the new rate is $19,518.79 monthly for a 
10 year term. She inquired about the airport lease rate. Exxon replied that it began in 
1992 and has a 10% escalation clause that begins in 1997. 



JOINT COMMITTEE RECOMMENDATION 
The Committee on Economic & Agricultural Development and Insurance 
and the Committee on Tourism and Transportation recommends the passage 
of Bill No. 768 (as substituted by the Committee on Economic & Agricultural 
Development and Insurance and the Committee on Tourism and 
Transportation): AN ACT TO AUTHORIZE ESSO EASTERN, INC. TO 
EXECUTE AN ASSIGNMENT OF ITS LEASES OF CERTAIN LOTS AND 
EASEMENTS WITHIN THE GUAM INTERNATIONAL AIRPORT 
INDUSTRIAL PARK AND WITHIN THE COMMERCIAL PORT OF GUAM 
TO SHELL GUAM, INC. FOR AIRPORT-RELATED USES AND FOR 
PORT-RELATED USES with the following changes. 

1. Esso Eastern, Inc. is also assigning their lease to Shell Guam Inc. for Lot 
No. 1, Block No. 1, Tract No. 1427 at the Airport Industrial Park. On Sept. 
26,1996, the GIAA Board approved the assignment. 

2. Section 4 was added to address the concerns raised by the Attorney 
General. It states that this Act only approves the assignment of GIAA and 
PAG leases and cannot be considered as an "... approval, tacit or otherwise, 
or disapproval by the Government of Guam with respect to the acquisition 
of Esso Eastern, Inc. assets by Shell Guam, Inc." 
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PORT AUTHORITY OF GUAM 
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GOVERNMENT OF GUAM Telephone: (671) 477-5931B5 
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TESTIMONY OF 
PORT AUTHORtTY OF GUAM 

IN SUPPORT OF 
BILL NO. 768, AN ACT TO APPROVE THE ASSIGNMENT OF 

PORT AUTHORITY OF GUAM'S LEASE WITH 
ESSO EASTERN, INC. TO SHELL GUAM INC. 

Mr. Chairman and members of the Committee on Tourism and 
Transportation: 

My name is Paul J. Souder. I am the Chairman of the Board of Directors of the 
Port Authorty of Guam. I am here to testify today in support of Bill No. 768. 

Shell Guam, Inc. recently agreed to buy the assets of Esso Eastern Inc., Guam 
branch, which markets products on Guam under the Exxon name. As explained to the 
Port, Shell will acquire Exxon's assets on Guam which includes Exxon's Cabras terminal 
and the LPG storage facilities, fourteen retail service stations including ten convenient 
stores. The Port is advised that the purchase will give Shell a stronger and more dynamic 
presence in Micronesia. With an expanded network of 32 retail service stations and a 
larger marketing team, Shell will better serve the needs and requirements of its 
customers. 

Presently, the Port Authorty supervises and administers various parcels of real 
property within the area of the Port Authority. Esso Eastern is the holder of certain duly 
authorized leases and an easement (collectively the "PAG Leases") within the Commercial 
Port properties described as (1) Lot No. 2, Cabras Island, Piti; (2) a portion of Lot No. 3 
designated as Lot No. 3A in Cabras Island Industrial Park; (3) Esso Fire Fighting Pump 
House and Fire Fighting System, Piti, Land Square 21, Section 2; and (4) a five foot wide 
pipeline easement, Piti, Land Square 21, Section 2. Esso Eastern desires to assign all 
its interest in the foregoing PAG leases to Shell Guam. 

On September 19, 1996 at a meeting of the Board of Directors of the Port 
Authority, an assignment of the PAG Leases from Esso Eastern, Inc. to Shell Guam Inc. 
was approved, subject to the approval of the Governor and the Guam Legislature. 

The Port Authority leases land to various companies for commercial/industriaI use 
including, but not limited to, storage of, petroleum products (motor gasoline, diesel, fuel 
oil and liquified petroleum gas ("LPG")). Shell Guam Inc., Esso Eastern Inc. and Mobil Oil 
Company lease parcels of land where they have petroleum products storage tanks. The 
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Port Authority also uses a parcel of land for petroleum products storage ("PAG Terminal", 
which is also known as the former BHP Terminal) that is managed by Mobil on a contract 
basis. In addition, the Port Authority supervises and administers the docks where 
petroleum products are off loaded: F-1 and Golf Pier. On behalf of the Port Authority, F-1 
is managed by Shell and Golf Pier is managed by Mobil. The Port Authorrty also leases 
pipelines from Golf Pier to the Port Authorrty terminal. 

The Port Authority derives revenue from, among other things, rent from leasing the 
various parcels of land, dock fees based on throughput of petroleum products, and 
storage fees for use of the Port Authority terminal. 

Esso's petroleum products storage tanks are built on land leased from the Port 
Authority. Esso and Shell have notified the Port Authority that Esso's lease would be 
assigned to Shell once the acquisition is consummated and that the acquisition is 
contingent on, among other things, review of the acquisition by the Federal Trade 
Commission and approval of the assignments by the Government of Guam. 

The Port Authority is sufficiently satisfied that even after the transfer of the Esso's 
operations to Shell, competition in the Guam petroleum market will continue to exist. The 
reason for this is that if an interested third party wanted to come into the Guam market, 
the Port's present Management Agreement with Mobil for the PAG termimal will allow for 
this. Mobil, as manager for the PAG terminal, is entitled to use the storage capacity at 
the terminal. However, the Port Authority's Management Agreement with Mobil requires 
that the manager make the Port Authority terminal available for use by interested third 
parties for at least two reasons. First, the Port Authority has a strong interest in 
promoting commerce in Guam. Second, the Port Authority obtains revenue from use of 
the Port Authorrty terminal as well as from additional throughput and dock fees. As 
manager, Mobil can use the Port Authority terminal. However, if a third party is interested 
in using the Port Authority terminal, Mobil has to demonstrate to the Port Authority the 
amount of capacity that Mobil needs for its operations, so that the spare capactty can be 
made available for use by third parties. It is likely that Mobil, which has its own storage 
facilities on land leased from the Port, does not need to use more than about forty 
percent of the capacity available at the Port Authority terminal on a regular basis. It is our 
understanding that Mobil is currently using about sixty percent of the storage capacity at 
the Port terminal because it is repairing one of the tanks at the Mobil terminal. However, 
once that project is completed, Mobil will probably not need to use as much storage 
space at the Port terminal. Accordingly, there is spare capacity or ullage at the Port 
terminal for third parties to use. 

The Management Agreement between the Port and Mobil governs the use of the 
Port Authority terminal. The Management Agreement requires that Mobil cooperate with 
third parties that desire to use the facility. That cooperation extends to (a) coordinating 
and scheduling the usage of tank capacity; (b) commingling product where feasible and 
(c) building additional tanks if needed. 
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In addition to the petroleum products storage capactty available to third parties at 

the Port Authority terminal, there are unused parcels of land that could be leased from 
the Port for the purpose of building storage tanks for any type of petroleum product. In 
fact, the Port's most recent master plan anticipates that additional tracts of land in the 
Cabras area may be used for storage of petroleum products. 

In reference to the LPG business in Guam, if a company wanted to enter the LPG 
market it would require pressurized storage facilities, which are different from the tanks 
that are used for other petroleum products. There are unused parcels of land that could 
be leased from the Port for LPG storage. For example, a company could lease from the 
Port the vacant tract of land that used to be a landing ramp for seaplanes (i.e. the 
"Seaplane Ramp"), which would be well suited for that use. In addition, if the company 
entering the LPG market is Mobil, it gas already sufficient and appropriate space on the 
land it currently leases from the Port Authority that could be used for LPG storage. For 
example the area Mobil currently uses to store oil drums. Either parcel of land is 
conveniently situated for building a pipeline for LPG from either F-1 or Golf Pier to facilitate 
discharge of ships. 

Further, I have been informed that Mobil is currently investigating reentering the 
LPG market in Guam. If this happens, then Mobil will be competing with Shell in the LPG 
market. 

In any event, it is the responsibility of the Federal Trade Commission to review the 
anti trust implications of the proposed acquisition by Shell of the Esso Eastern operations 
in Guam. As far as the Port is concerned, Shell is a reputable company and has been 
a good neighbor of the Port for many years. The Port Authority welcomes Shell's 
expansion plans in Guam. The proposed assignment of leases and easements are upon 
the same terms and conditions which Esso presently has with the Port. The Port is 
satisfied that competition in the petroleum market will continue with Mobil and Shell. If not 
and the parties decide to engage in parallel pricing, then the present Management 
Agreement of the Port Authority terminal will allow for interested third party to 
competitively enter the petroleum market in Guam. 

In conclusion, the Port Authorrty of Guam supports the passage of Bill No. 768. 

Thank you Mr. Chairman and Members of the mmi t tee .  
,- 

* 
E.C. BERMUDES, General Manager 



The Honorable John P. Aguon, Chairman 
Committee on Tourism & Transportation 
23rd Guam Legislature 
155 Hesler Street 
Agana, Guam 9691 0 

Attention: Senator Joe T. San Agustin, Vice Chairman 

Dear Mr. Chairman & Members of the Committee: 

I am Greg Krogel, Branch Manager of Esso Eastern, Inc. Guam Branch and I am 

here today to testify and ask that you support bill number 768, as amended by the 

substitute bill attached to this testimony and previously communicated to the 

committee. This bill simply authorizes Esso Eastern, Inc. Guam Branch to transfer 

ongoing leases of Government of Guam property controlled by the Port Authority of 

Guam and the Guam Airport Authority, to Shell Guam, Inc. The assignment of these 

two leases has been approved by the respective Boards, copies of which are also 

attached. These leases are already set up for petroleum facilities. Shell will assume 

these leases under their current terms and conditions. 

My company has enjoyed doing business on Guam for over twenty-five years, and 

we would like to thank the people of Guam and the Government of Guam for 

welcoming us here and for their support and patronage over the past years. 

As you may know, Esso Eastern Inc. has announced it's intention to sell it's assets 

on Guam to Shell Guam, Inc. Plans are in place to assure a smooth transition 

during these changes. 

Thank you for this opportunity to speak before you and I wish all of you a very happy 

and safe holiday season. 
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RESOLUTION 

OF THE 

BOARD OF DIRECTORS 

OF THE 

GUAM INTERNATIONAL AIRPORT AUTHORIN 

The following Resolution was adopted at the Regular Meeting of the Board of 
Directors of the Guam international A~rport Authority ("GIAA) on September 26. 1996 

WHEREAS, GlAA entered into a Ground Lease with Esso 
Eastern Inc. on August 15, 1991, for the real property 
originally described as Lot No. 1, Block No. 2. Tract No. 1427, 
Guam htemationaf Air Terminal Industrial Park, Municipalities 
of Banigada and Dededo, Guam, now known as Lot No. 
1NEW-1, Block No. 2, Tract No. 1427, Barrigada, Guam, 
containing an area of 5,709 square meters, more or lease; and 

WHEREAS, said Ground Lease was authorized by Public Law 
20-188 subject to certain conditions set forth in Section 2 of 
said law, including the requirement that no assignment of the 
Ground Lease or sublease of any portion of the leased 
premises may be made without the written consent and 
approval of the Governor and Legislature; and 

WHEREAS, Shell Guam, Inc. and Esso Eastern, Inc. have 
entered into an Asset Purchase and Sale Agreement, 
whereby, subject to certain conditions being met. Shell Guam, 
Inc. will acquire the interest of Esso Eastern, Inc. in the 
Ground Lease; and 

WHEREAS, one of the conditions of the Asset Purchase and 
Sale Agreement is that Esso Eastern, Inc. assign its interest in 
and to the Ground Lease to Shell Guam, Inc., with the consent 
of GIAA, the Governor and the Legislature. 

NOW, THEREFORE, BE IT KNOWN THAT IT IS HEREBY 
RESOLVED, that the Guam lntemat~onal Airport Authority 
consents to the Ass~gnment of the Ground Lease by Esso 



Eastern, Inc. to Shell Guam, 1w. 11- substant~ally the same form 
as the Assignment set forth in Exhibit " A  attached hereto and 
respectfully request the Governor of Guam and the Guam 
Legislature approve and consent to the Assignment; 

BE IT FURTHER RESOLVED that GIAA's Executive Manager 
and Legal Counsel take all steps reasonably necessary to 
obtain such consent and approval. 

Dated this 30th day of September, 1996. 

GUAM INTERNATIONAL AIRPORT AUTHORiN 

BY 
W.R. THOMPSON 
CHAIRMAN OF THE BOARD 

ATTEST: 
r )  

- "  / 

FRANCES A. GUERRERO 
GiAA Board Secretary 



RESOLUTION 

OF THE 

BOARD OF DIRECTORS 

OF THE 

PORT AUTHORITY OF GUAM 

This Resolution is adopted at the September a, 1996 special meeting of the 
Board of Directors of the Port Authority of Guam as follows: 

WHEREAS, the Guam Economic Development Authority has entered into a 
Sublease with Esso Eastern, Inc. dated January 18, 1971, which was extended by Notice 
of Exercise of Option to Extend dated October 24, 1990 for Lot 3A of the Cabras Island 
industrial Park consisting of 3.214 acres; and 

WHEREAS, the Guam Economic Development Authority also entered into a 
Sublease with Esso Eastern, Inc. dated October 1, 1969, which was extended by Notice 
of Exercise of Option to Extend dated July 6, 1989 for Lot 2 of the Cabras Island Industrial 
Park consisting of 5 acres; and 

WHEREAS, there is also an easement granted by the Guam Economic 
Development Authority to Esso Eastern, Inc. dated July 11, 1986; and 

WHEREAS, the interest of Guam Economic Development Authority in said 
Subleases and easement (hereinafter collectively "Subleases") has been transferred to the 
Port Authority of Guam; and 

WHEREAS, Shell Guam, Inc. and Esso Eastern, Inc. have entered into an 
agreement whereby, subject to certain conditions being met, Shell Guam, Inc. will acquire 
the interest of Esso, Eastern, Inc. in the Subleases; and 

WHEREAS, one of the conditions to the closing of the Purchase and Sale 
Agreement is that the consent of Government of Guam be obtained for the Assignment 
of said Subleases: 



NOW THEREFORE, BE IT KNOWN THAT IT IS HEREBY RESOLVED, that the 
Port Authority of Guam consents to the Assignment of the Subleases from Esso Eastern, 
Inc. to Shell Guam, Inc. in substantially the same form as the Assignment set forth in 
Exhibit "A" attached hereto and respectfully request the Governor of Guam and Guam 
Legislature approve and consent to the Assignment; 

BE IT FURTHER RESOLVED that the General Manager and legal counsel for the 
Port Authority of Guam take such steps as are reasonably necessary to obtain such 
consent and approval. 

Dated this \?*day of September, 1996. 

PORT AUTHORITY OF GUAM 

(I, 
By: 
Name: MUVJ. ~OUDER 
Title: CHAIRMA‘~Q~.EJ'HE BOARD 

ATTEST: 

4ph# 
ELEANOR A. HILLS, Secretary 



Shell Guam. Inc. 
Your Referem: 

Our Reference: 

Date: 11 December 1996 

A Guam Corporation 

Suite 100 
643 W a n  San Antonio 
Tarnuniog. Guam 9691 1 

Telex No. (721) 6709 Shell GM 

Telephone (671) 647-0000 
Facsimile (671) 649-4353 

The Honorable John P. Aguon, Chairman 
Committee on Tourism & Transportation 
23rd Guam Legislature 
155 Hesler Street 
Agana, Guam 96910 

Attention: Senator Joe T. San Agustin, Vice Chairman 

Dear Mr. Chairman & Members of the Committee: 

I am David O'Brien, President of Shell Guam, Inc., I am here today before this 
Committee to testify in my official capacity and on behalf of Shell Guam, Inc. in 
support of bill number 768, as amended by the substitute bill attached to Mr. Krogel's 
letter relative to the transfer of current leases of Government of Guam land from Esso 
Eastern, Inc., an affiliate of Exxon, to Shell Guam, Inc. I ask your support in passing the 
substitute bill into law. 

The substitute bill refers to current leases of Government of Guam property controlled 
by the Port Authority of Guam and the Guam Airport Authority. Exxon currently 
leases the land for its Cabras Terminal from the Port Authority of Guam and leases part 
of the land for its Ocean Vista gas station from the Guam Anport Authority. 
Assignment of the Port leases to Shell requires the consent and approval of the 
Executive Branch of the Government of Guam, including the office of the Attorney 
General, and the concurrence of the hgislature and the assignment of the Au-port lease 
requires the consent of the Airport Authority, Governor and Legislature. 

Please let me refer you to our press release dated September 10,1996, wherein we first 
publicly stated our Company's intent to acquire the assets of Exxon. As stated, our 
acquisition will help augment our competitive position in the market by providing 
Shell with fourteen (14) additional gas stations currently operated by Exxon whch 
include ten (10) convenience stores; as well as Exxon's Cabras terminal and LPG 
storage facilities on Guam. We will add these assets to our current inventory of seven 
(7) retail service stations on Guam, five (5) on Saipan, and six (6 )  in Palau. 



In the press release, we also stated our Company's strategy of establishing Guam as a 
regional hub for our business here and in Micronesia. Our commitment to this is 
evidenced by the opening of our new Shell North Pacific offices. These lease 
agreements are a vital part of this acquisition and are absolutely essential to our 
Companfs overall strategic objectives. We feel that the people of Guam and 
Micronesia have welcomed us here and we are strongly committed to improving our 
relationship by continuing to grow and develop along with our island community and 
island neighbors. 

Customers and customer service are important to both companies and I would like to 
take this opportunity to state that plans are in place to ensure that during this 
transitional phase there is continuity of the excellent customer senice that customers 
expect from Shell Guam. 

Once again, I urge you and your colleagues to pass the substitute bill which will 
address all the issues for all concerned. Thank you very much for allowing me this 
brief testimony, and I hope that you all have a safe and a happy holiday season. 

Sincerely, 
for 5HELL G U A ~ I N C .  / / W L  
DAVID 'BRIEN 
Presiddnt 

Committee Members 
Senator Joanne Brown 
Senator Felix Camacho 
Senator Mark Forbes 
Senator Carlotta TRon Guerrero 
Senator Sonny Orsini 
Senator Ben Pangelinan 
Senator Francis Santos 
Senator Tony Unpingco 
Senator Judith Won Pat-Bo rja 



GUS F. DMZ 
A - s m - A b r r g a r ,  
C h k f - A t E a n e y G m  

Ufisinan Hinirat Abugao 
Tiritorian GuAhan 

Office of the Attorney General 
Territory of Guam 

December 1 1, 1996 

The Honorable Joe T. San Agustin 
Acting Chairman 
Committee on Tourism and Transportation 
Twenty-third Guam Legislature 
55 Hessler Place 
Pacific Arcade Building 
Agana, Guam 96910 

Re: Bill 768 

Dear Senator San Agustin and Fellow Committee Members: 

Buenas Yan Hafa Adai! 

Thank you for inviting me and my staff to present testimony on this matter. We urge this 
Legislature to exercise caution in approving the proposed transfer. We request that caution be 
exercised in light of the Office of the Attorney General and the Federal Trade Commission (FTC) 
pending reviews of Shell's proposed acquisition of Exxon's Guam assets under the antitrust laws. 

On September 19, 1996, the Port Authority's Board of Directors approved the assignment of the 
leases and transfer of the easement. On October 18, 1996, the Attorney General approved 
assignment of the easements and forwarded these documents to the Governor. 

Subsequently, the Guam Attorney General's Office and the Federal Trade Commission have each 
begun investigations into a different area: Shell's proposed acquisition of Exxon's Guam assets, 
under Guam and Federal antitrust requirements. A few weeks ago, Shell and Exxon announced 
that Shell proposed the acquisition of all Exxon's Guam assets. Such an acquisition would result 
in a reduction From three to two petroleum companies on island selling gasoline. The acquisition 
would also result a reduction from two to one petroleum company importing liquid propane gas, 
or LP gas, on island. 

Suite 2-2WE, Jdicul Contor Bldg., 120 Wo*1 O'Brion Drive, Aglru, G u m  U.S.A. 96910 



Letter to the Honorable Joe T. San A m  
December 1 1 ,  1996 
Page 2 

Guam's antitrust provisions are found in 9 G.C.A. Chapter 69. Guam's provision makes it 
unlawful for two or more persons to contract in restraint of trade, and authorizes our office to 
conduct investigations into potential violations. Likewise, federal law gives the FTC power to 
look into proposed acquisitions. For example, the Hart Scott Rodino Act, 15 U.S.C. 18a, an 
amendment to the federal Clayton Antitrust Act, requires companies planning mergers or 
acquisitions of a particular size to file certain documents with the Federal Trade Commission. 
This allows the FTC to conduct an investigation and object to merger or acquisition proposals 
if the Fl'C believes the proposed acquisition violates the Sherman Anti-trust Act. 

Both the FTC and Guam Attorney General are conducting separate investigations. We hope to 
work with the Federal Trade Commission in a joint investigation of Shell's proposed acquisition 
of Exxon's Guam assets. A regulation promulgated in 1992 allows the FTC and the state or 
territory concerned with a proposed acquisition or merger to share information gathered by the 
FTC. However, the FTC and Guam can engage in this information sharing only if the patties 
proposing the merger, in this case Exxon and Shell, agree the FTC and Guam may share 
information. 

Unfortunately, Exxon and Shell, the parties to this proposed acquisition, have refused to allow 
the Fl'C to share the information it has gathered concerning the acquisition with Guam. 
Consequently, Guam must conduct its own investigation, rather than collaborate with FTC. 

Presently, the Attorney General's Office is still gathering information concerning the proposed 
acquisition by Shell of Exxon's assets. 

We request this Legislature to exercise caution in one or two ways. First, the Legislature could 
and should withhold approval of the transfer and assignment of the Exxon lease until the 
Attorney General's and the FTC's investigations are completed. Alternatively, the Legislature 
could approve the transfer and assignment of Exxon's lease while making it very clear on the 
legislative record that the approval is solely for the transfer and assignment of Exxon's lease, and 
that the approval is not for any proposed acquisition by Shell of all of Exxon's Guam assets. 
This Legislature should not consider this alternative unless Shell is prepared to answer why a 
delay in your approval of the assignment would be detrimental to Shell. Does Shell intend to 
close the acquisition before the end of the year? This is something the honorable body must 
determine. 

The danger, of course, in approving the transfer and assignment of Exxon's lease in a hasty 
manner is that legislative approval of a simple real estate transaction could be used as a 
justification by Shell for gaining approval for Shell's entire proposed acquisition. None of us 
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qUAM A~RPORT AUTHOR~TY 
(ATUR~DAT PUElTON B*ncON A~REN ~UAHAN) 

P 0. Box 8770, Tamunlng, Guam 96931 Telephone: 646-0300.646-0301, 646-0302 
Fax. (671) 646-8823 

AN ACT TO AUTHORIZE ESSO EASTERN INC. 

TO EXECUTE AN ASSIGNMENT OF ITS LEASE OF A CERTAIN LOT 

WITHIN THE GUAM INTERNATIONAL AIRPORT INDUSTRIAL PARK 

TO SHELL GUAM, INC. FOR AIRPORT RELATED USES 

Mr. Chairman and Members, Committee on Tourism and Transportation, the A.B. Won Pat 

Guam International Airport Authority hereby presents written testimony in support of the 

proposed legislation to authorize Esso Eastern, Inc. to execute an assignment of its lease 

of property at the Airport lndustrial Park. 

Esso Eastern currently leases Lot No. 1, Block No. 2, Tract 1427, A. 9. Won Pat Guam 

International Airport lndustrial Park containing an area of approximately 5,709 square 

meters of land. Esso is required under the ground lease to operate a Motor Vehicle 

Service Station and authorized to operate other activities including sale of convenience 

items and car wash facilities. The Ground Lease containing this property was authorized 

by the 20th Guam Legislature through Public Law 20-188. The Lease requires that no 

*MERICAN ASSOCUTION 
OF AIRPORT EXECUTMS 



assignment of the leased land may be made without the written consent of the Governor, 

Legislature, and approval of the A.B. Won Pat Guam International Airport Authority. 

Esso Eastern, Inc. and Shell Guam have entered into an Asset Purchase and Sale 

Agreement containing certain conditions one of which is that Esso Eastern assign its 

interest in the Airport Industrial Park Ground Lease to Shell Guam, Inc. 

The Guam lnternational Airport Authority Board of Directors adopted a Resolution on 

September 26, 1996 approving the Assignment of the Ground Lease, subject to approval 

by the Governor of Guam and the Guam Legislature. 

Management and the Board are confident of Shell's business plans and financial ability to 

meet the terms and conditions of the GlAA Ground Lease Agreement and provides this 

testimony in support of the proposed legislation. 

The Guam Airport Authonty appreciates the opportunity to testify before this committee and 

thanks you for your continued assistance in developing the future of the A.B. Won Pat 

Guam lnternational Airport Authority. 

JAY W. SPRAGUE 

EXECUTIVE MANAGER 
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ALdDmey General 
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December 16, 1996 

The Honorable John P. Aguon 
Chairman, Committee on Tourism and Transportation 
Twenty-third Guam Legislature 
3rd Floor, Bank of ~ u a m  Building, Santa Cruz Branch 
Agana, Guam 96910 

Re: Bill 768 

Dear Senator Aguon: 

Haf a Adai ! 

We have agreed od the 1anguag.e most recently suggested by Steven A .  
~arnsky concerning the wording of Section 4 of Bill 768. As we understand 
it, the Section will read: 

"This Act relates solely to the approval of the Assignment of 
the GIAA and PAG leases and nothing contained herein shall be 
considered an approval, tacit or otherwise, or disapproval by 
the Government of Guam with respect to the acquisition of Esso 
Eastern, Inc. assets by Shell Guam, Inc." 

I 

Please do not hesitate to contact me if you have questions or comments. 

Dangkolo Na Agradesimento - Thank you very much! 
Se e r a  nte, P 2 
CALVIN E. HOLLOWAY, SR. 
Attorney General 

cc: Steven A Zamsky, Esq. 
Zamsky Law Firm 
Suite 501, Bank of Guam Building 
111 Chalan Santo Papa 
Agana, Guam 96910 

S u b  2-200E, Judicial Conlor BMq, 120 Woat O'Brion Wvo, Agam, Guam U.S.A. 96910 



- - 
Steven A. Zamsky Suite 501, Bank of Guam Building Saipaa Office: 

Thomas M. Parker 
111 Chalan Santo Papa 

Agana, Guam 96910 
Telephone: (671) 477-3637 

Caller Box AAA741 

Se$esMp 
Tek (670) 234-#)67 

Of Counsel: John A. Boha ~acsimi~e:  (671) 472-1584 

VIA HAND DELNERY 

December 16, 1996 

Senator John Aguon 
Third Floor 
Bank of Guam Building 
Santa Cnrz Branch 
Agana, Guam 96910 

RE: BILL 768 

Dear Senator Aguon: 

Enclosed herewith please find the revised draft of the above Bill. This contains the 
changes agreed to by the Attorney General's Office. 

Very truly yours, 

ZAMSKY LAW FIRM 

Steven A. Za ky 

Enclosure 

cc Amy Brothers, Assistant Attorney General, C M ~  Division (Fax #(671) 475-3213) 

zS(004.645)\LTR\4079 

,@Wed wilh Law Firms in: 
Anchomge * PorlCand * San Fmncisco S e d  Washington D.C. * Hong Rong Fnurkfurl and London 



TUrENTY-THIRD GUAM LEGISLATURE 
1996 (SECOND) Regular Session 

Bill No. 768 
as amended by the Committee 

Introduced by: 
by request of the Governor in 
accordance with the Organic Act 
of Guam. 

AN ACT TO AUTHORIZE ESSO EASTERN, INC. TO EXECUTE 
AN ASSIGNMENT OF ITS LEASES OF CERTAIN LOTS AND 
EASEMENTS WITKIN THE GUAM INTERNATIONAL 
AIRPORT INDUSTRIAL PARK AND WITHIN THE 
COMMERCIAL PORT OF GUAM TO SHELL GUAM, INC. FOR 
AIRPORT-RELATED USES AND FOR PORT-RELATED USES. 

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

Section 1. History. The Guam International Airport Authority ('GIAA") has 

developed certain property located at the Guam International Air Terminal Industrial 

Park(the 'Industrial Park"). Esso Eastern, Inc. is the holder of a duly authorized lease 

(the 'GIAA" Lease) from GIAA of Lot No. 1, Block No. 1, Tract No. 1427 within the 

Industrial Park. The Port Authority of Guam supervises and administers various 

parcels of real property within the area of the Commercial Port of Guam (the 

"Commercial Port"). Esso Eastern, Inc. is the holder of certain duly authorized leases 

and an easement (collectively the 'PAG Leases") within the Commercial Port of 

properties described as (i) Lot No. 2, Cabras Island, Piti; (ii) a portion of Lot No. 3 

designated as Long No 3A in Cabras Island Industrial Park; (iii) Esso Fire 



Fighting Pump House and Fire Fighting System, Piti, Land Square 21, Section 2; and 

(iv)a 5 foot Wide Pipe Line Easement, Piti, Land Square 21, Section 2. Esso Eastern, 

Inc. desires to assign all its interests in the foregoing GIAA Lease and in the foregoing 

PAG Leases to Shell Guam, Inc. On September 19, 1996, at a meeting of the Board of 

Directors of PAG, an assignment of the PAG Leases from Esso Eastern, Inc., to Shell 

Guam, Inc. was approved, subject to approval by the Legislature. On September 26, 

1996, at a meeting of the Board of Directors of GIAA, an assignment of the GIAA 

Lease from Esso Eastern, Inc., to Shell Guam, Inc. was approved, subject to approval 

by the Legislature. 

Section 2. Assignment of GIAA Lease authorized. Esso Eastern, Inc. is 

hereby authorized to assign its interests in the GIAA Lease between it and the Guam 

International Airport Authority of the following described lot in the Guam 

International Air Terminal Industrial Park: Lot No. 1, Block No. 2, Tract No. 1427, to 

Shell Guam, Inc., a Guam corporation, for airport-related uses; provided, however, 

that as a condition to this approval of such assignment, the assignee shall agree to be 

bound by the all the terms and conditions of the GIAA Lease, including but not 

limited to any restrictions on uses of the land covered by the GIAA Lease. 

Section 3, Assignment of PAG Leases authorized. Esso Eastern, Inc. is 

hereby authorized to assign its interests in the PAG Leases between it and the Port 

Authority of Guam (as successor in interest to the interests of the Guam Economic 



Development Authority) of the following described lots in the Commercial Port of 

Guam: (i) Lot No. 2, Cabras Island; (ii) a portion of Lot No. 3 designated as Long No 

3A in Cabras Island Industrial Park; (iii) Esso Fire Fighting Pump House and Fire 

Fighting System, Piti, Land Square 21, Section 2; and (iv) a 5 foot Wide Pipe Line 

Easement, Piti, Land Square 21, Section 2 to Shell Guam, Inc., a Guam corporation; 

provided, however, that as a condition to this approval of such assignment, the assignee 

shall agree to be bound by the all the terms and conditions of the PAG Leases, 

including but not limited to any restrictions on uses of the land covered by the PAG 

Leases. 

Section 4. Scope. This Act relates solely to the approval of the Assignment of 

the GIAA and PAG Leases and nothing contained herein shall be considered to be an 
/..--- _ -- _ - 

approval, tacit or otherwig; or disapProvhby the Government of Guam with respect 
\----. - /' 

to the acquisition of Esso Eastern, Inc. assets by Shell Guam, Inc. 
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Office of the Attorney Oenerel 
Territory of ~ b a m  u 
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FACSIMILE COVERSHEET 
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(Incfutnng Coversheet) 
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Office of the Attorney General 
Territory of Guam 

December 13, 1996 

Thc Honorable Joe T. San Agustin 
Acting Chaiman 
Committee on Tourism and Transportation . 
Twenty-third Guam Legislatun: 
55 Hessler Place 
Pacific Arcadc Building 
Agana, Guam 9691 0 

Re: Bill 768 
/ 

Dear Senator San Agustin and Fellow Committee Members: 

Bucnas Yan Hafa Adai! 

Wc have reviewed Steven Zamsky'ky'a and Phillip Csrbullido's proposed changes to Bill 768. Wc 
would prefer that the following language be used in Section 4: 

Scope. This Act relates solely to the approval of the Assignment of the 
GlAA and PAG b s c s  and nothing contained herein shall be considered to bc an 
nppmvnl, tacit or tothewise, of the Govcmmcnt of Guam with respect to the 
acquisition of Esso Fastem, Inc. assets by Shcll Guam, Inc. 

These changes are being sirnultanoously corresponded to Mr. Zamsky so that he may input lhem 
10 hi6 document, which ahall be fonvardcd to the Committee forthwith. 

Thank you again for (his opportunity to present testimony on a y a y  important matter of 
significant impact for the present and fbh~.c of Guam. 

. .  
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Dilngkolo Na Agrodesimento - Thank You Very Much! 

cc: Steven A. Zamsky 
Zamsky Law Firm 
Suite SO I ,  Bank of Guam Building 
1 11  Chalan Santo Papa 
Agann, Guam 969 1 0 
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C U  1,WUSTRUL P . U  GROUND LEASE 

Preamble 

THIS LEASE made ana egterea ;xro by and between the GUAM AIRPORT 

AbTHORITY. a public corporation ana autonomous instrumentality oi  the Government oi 

Guam ( " h d o r d " ) ,  and ESSO EASTERN. INC. - Guam Bmnch. a Delaware mrporation 

('Tenant''). 

2 E C i T X L S :  

Landlord has undertaken a construnlon program for the deveiopment of vacan~ land - 

consistent with the approved Master Plan ror development of the Guam Interxmtkmd Air 

T e r m d .  including land leased lots ior comrnerciai/indusmal use, kmwn as the Guam 

.%.qort Authority Lndustrial Park ("G* industrial Park"). 

Tenant has applied to Landlord to lease and occupy Land within the GAA Imbstd  

Park 

Landlord is wding, to lease land to Tenant within the GAA Lndusnial Partupon the 

terms. conditions and covenants set ionh beiow. 

'igreernent 

In consideranon oi the prermses ana the mutual covenants and agreements herein 

Lancamea. h u l u r i i  a i u  Tenant agree as ioiiows: 



.*TICLE 1 

DEMISE OF LEASE LXND 

Leased Land 

S1.01. Landlord for and in consideration oi the rents, covenants, and conditions 

herein contained to be kept. periormea. 2nd observed by Tenant, does LEASE and 

DEMISE to Tenant. and Tenant does RE-UT and ACCEPT born Landlord, the real 

properry, referred to as the "Leased Lana'. 3 pmicuiarlv described and shown on the 

artached Exhibit "X". 

.-\RTICLE 2 

LEASE TERM 

Term 

S2.01. The term of this lease shad be ior a period of thirty (30) years, to begin on 

-st 14 , ;9% and end on mid nigh^ .August 13, 2021 . 

O ~ t i o n s  to Extend 

S2.02. If this lease shall then be in full force and effect and Tenant shall have fully 

.;err'ormea ui or i:s ubiigations. i z r m  sna conditions nereunaer. Tenant shall have the 

-xion to exteza :he term oi this lease. -?on the same terms and conditions. for the 

fsiiown!g nvo siiccessive ten ( i O )  year penous: 



1. First Extended Period : Aunust 14 , 10a through Auest 1 3 . 2 a  

2. Second Extended Period: Augst 14 , 2031  through 

Tenant shall not have the neht to extena the term oi this lease beyond the second extended 

term. 

2.02.01 b i s e  of Oations. Tenant shall exercise its options to extend the 

term for each ten (LO) year period bv $vine written notice to Landlord at  least one hundred 

twenty (120) davs before the expiration oi the imtiai term or first extended term (as the case 

may be), of its intention to extena the term oi this lease as provided herein. Failure of 

- 
Tenant to give the required written notice oi  its exercise of the option to extend or any 

termination of this lease shall terminate ail rights to extend the ten= 

hold in^ Over 

S2.03. If Tenant shall remain in possession of the Leased Land after the e x p i d o n  

or termination or this lease. such possession shall be on a month-to-month tenancy upon the 

same terms and conditions oi this iease as existed immediately prior to the expiration or 

termination of the term. except. however,  he duration of the lease shall be on a month-to- 

xontn bbasls wth no optlon to exrenu. 



MTICLE 3 

RENT, COMMON AREA EXPENSE. TAXES AND UTILlTlES 

~fonthlv  Rent 

S3.01. Durins the term oi  this lease. as  may be extended, Tenant shall pay Landlord 

monthly rent as set forth o-n the Rental Schedule attached hereto as  &h&il "B", 

3.01.01 Escalation. At the end of each @th (5th) year of the term hereof the 

reztai rate for the next ensuing iive ( 5 )  years snail be increased by ten pe ran t  (10%) of the 

prior effective rental rate. The rental to be paid by Tenant to Landlord during the extended 

periods, if extended, shall be determined 3s heremafter provided. Rent during the fkst 

extended period shall be ten percent (10%) per annum of the ten current highest appmsai 

fair market vaiue of the Leased Land based on two a p p d s ,  by wo independem lib 

appraisers, made within six (6) months or' the iirst extended period of the lease, of the 

highest and best use for such Leased h d  regaraless of zomng restrictions, and shall 

escalate at  the rate of ten percent (10%) every five (5) years. Rent during the sccond 

extended period if extended. shall be increased by ten percent (10%) at the commencement 

of the second extended period and by ten percent (10%) after the fifth year of theextend& 

jeriod. .U csed herein. :he "f* -.xkes value" of the Leased Land shall mean the Leased 

Lana exciusive oi all bmidings ana improvements constructed thereon by Tenant 



3.01.02. Pament3. Zentu paymenu snail be paid to Landlord monthly in 

advance. on the hnt ( 1st) day or eacn montn rbr that month's rental, without o a t  or 

iieagctlon or any kind wnatsoever. at Lnalora's aadress listed hereinbeiow or at such other 

address as mav be from time to time aesigated in writing by Landlord: provided the 6rst 

r e n d  payment hereunder snail be due ro iater than six (6) months upon notice from 

Landlord to Tenant that the Leaed Lana is ready for possession or upon Tenant's 

possession of the Leased Land. wnichever occurs lint. 

Common m a  Exmen= 

S3.02. Cpon t h e  (SO) davs prior notice i?om Landlord, Tenant shall commence 

payins to Landlord. on the same date the rent is due, a monthly common area expense 

based upon Tenant's monthly share oi  the projected cornmop area expenses for the GAA 

industrial Park for ensuing year. as reasonably determined born time to time by landiod 

From time to time. upon funher tnirry (30) days prior notice horn Landlord to Tenant the 

common area expense to be paia by Tenant to Landlord may be reasonably i n c r c a d  or 

decreased by Landlord to rerlea Tenant's share of the total common area expense in the 

G M  Industnai Park Comaon x e a  e-rpense cay  include, without limitation, costs and 

-..verses ior security, maintenance. ianascaome, . - street lights. road revair. and utilities within 

or reiated to the GAA Inausuiai Park. 



Tenant to P3v T w  

S3.03. Tenant agrees to pav direct :o the tarcing authorities all real proputy taxes, 

specid taxes. charges or messrnents. inc~uaing srrtet improvement liens, if any, and aU 

Droperty taxes on personal property locarea on the Leased Land levied or assessed upon 

or 'against the Leased h d  during :ne term oi  this lease. 

3.03.01. Contesting Taxes Yothing herein contained shall prevent T e m t  

from contesting in good faith. by any appropnate proceedings commenced before the same 

becomes delinquent the validity or amounr o i  any such tax, assessment or charge, nor 

require rhe payment thereoi unul the iid determination of such contest adpcnefy to 

Tenant: provided however. that Tenant wiil pay all such taxes, assessments or charges, - 

together with all incerest penalties. tines and costs accrued thereon or iqscd in 

c o ~ e c t i o n  therewith. forthwith upon the commencement of proceedings to foredose an;y 

!ien which may attach to the Leased Lana or any interest or part thereof; and pruvided, 

h e r ,  that ii Tenant shall fail to pay any such taxes, assessments or other charges as herein 

provided Lanalora may at any rime thereaiter pay the same, together with any inwest, 

penalties. fines and costs accrued thereon or imposed in connection therewith, and Tenam 

w d  repay to Landlord upon demand thereior the full amount so paid by i r d ,  together 

with interest thereon at the rate of one and one-halt percent (1 1/2%) per month, 



Tenant to P3v C'tilitv C h a m  

53.03. Tenant shall pay or cause ro oe paia ail c n q e s  for water. gas, elecaidtv, 

;ewer. ~eiephone ma any ana ail otner utiiities usea uoon the b a s e d  Land throughout the 

:trm o i  this lease. izciuaine anv connecr!on i e s .  

.*TICLE 4 

USE OF PREhIISES. I Y S ' L W C E  A i  INDEMNITY 

Cse 

SJ.01. Tenant shall use the Lzasea Lana speciiidv for the purpose of constructin&. 

r;l&taining and operating thereon iaaiities iimitea to the v r t  and airport reratrrl 

2 m o s e s  and activiues specikdlv set fonh on the attached "C . . . Tenant shail not 

2.e. or permit the Leasea Land or any p a n  thereoi to be used for any purpose or activity 

other than the purposes and activities set i~rr;l ca u t  "C? >ereto. Use of the Leased 

Lana for any otner purpose or ac~v-~ry wtnout me express prior written consent of I r d  

s n a i i  constitute a matenai breacn 01 t h  lease. Tenanr shall inde- and hold harmttss 

Lanalora from any and all daims. demands. expenses (irrciuding attorneys' fees and court 

:osts), damages and losses h a l o r a  rnav suifer or incur as a result o t  Tenant's breach of 

. .:,Is -. $4.01. Failure ro use the h a s e a  h a  for n n ~  oi the reauired  purpose^ and &ties 

izt ionn in Exhioir 'C" fzr 3 ?enoa o t  one cxnarea rweny (120) days or more without the 

;.'13:253 ;"or '.rT;i::z z:=Lzsion c:i' Lzaiora ~il;U1 3iS0 c011stimte 3. aateriai  breach of this 



C o m w n c e  with Law3 

S4.02. Tenant covenanrs and agrees that during the term oi  this lease, Tenant shall 

?romprly cornpiy with dl present and future iaws. ordinances. orders. rules, regulations, and 

requirements ot' the Federai. temtoriai ana municipal governments or any of their agenacs 

(including Landlord) departments. bureaus. boards. commissions and officials thereof with 

respect to the Lzased Land. the buildings and improvements erected thereon, or thc use or 

occupancy thereoi. whether said compliance shall be ordered or directed to or against 

Landlord or Tenant or both. This lease is subject to all consents. approvals and permits 

required by law or governmental rule or replation. It shall be Tenant's duty and 

responsibility to obtain any such requireti consents, approvals and permits. Tannlord shall 

cooperate with and assist Tenant in obtaining any such required consents, appmvals or 

permits. 

T e n a u o t  To Commit Was& ,"Tu- 

52.03. Tenant shad not use the h a s e d  Land in any manner that will constitute 

xaste. nuisance. or unreasonable annoyance (includins without limitation, the use of a loud 

speakers or sound or light apparatus that can be heard or seen outside of the Leased land) 

-9 other Tenants n i  h a l o r d  in DroDerrv 3.aioinine tne Leased Land within the GAA 

Industrial Park 



Liability Insurance 

S4.M. Tenant covenants and agrees. at its sole cost anci expense, thmugbnut the 

duration o i  this lease. to obtam. keep, m a  maintain in iuil force and effect for the mutual 

e n e i i t  or Landlord and Tenant the ioilo~ine - woes .. oi  insurance: 

4.04.01. Liability. Cornprenensive liability insurance against claim for 

damage to persons or properry arisine out or the use and occupancy of the I patlrl or 

any part or parts thereot in iirniu oi riot less t h a n  Five Hundred Thowand Dollars 

(S500,000.00) in respect to bodily injury to or death of any one (1) person in any one (1) 

accident. and in limits of not less than One Million Dollars (S1,000,000,00) in respect to 

bodily injury or death to more than one ( 1) person in any one (1) acddeg and propertp 

damase in 311 instances in an amount r,ot less than One Hudred Thousand D o h  

(S 100,000.00). 

1.04.01.01. Deductible. Such public liability policy or policies may 

provide for a deductible not in excess oi One Zousand Dollan ($1,000.00) or sucb other- 

amount as Landlord may determine irrespective of the number of persons, partiesor entities 

involved 

1.04.01.02. Adiustment o f  Cove- In the event that ianrtlord shall 

. . - - -  - . - -  . -  - . - .  . .- . .. . - . - -  . '. ---:1:,. : ,,,.,,,,, -. L,lL;~ u~~ ..VILI ,iLrYC. .- .LLIC C.CC.I ...- ..,, -1 -,yy.l ?.trehhz;t 

?rovided to be insuificient upon notice to Tenant the parties shall promptly endeavor to 

agree on reasonabie limits ior such insurance coverage then to be carried, and sucb 

:r;surance .bail :kereairer be c:?;,ea :tlth :ke limits thus aereeti on untd further change * 

xrsuanr :a this Section. Should the parties be unable to agree upon the proper and 



.-?asonable iirmts tor sucn iiab~iiry imurance wthin rive 15) days oi notice irom Iandlord to 

Tenant. then Landlord may seiect any insurance company licenseci to and engaged in 

jusiness on the Terntor)/ oi  Guam (exciuding the insurance company then canying the 

. . 

.;;lbility insurance nereunaerr to aererrmne the proper limits o i  liabiiity insurance to be 

?rovided and maintained by Tenant nereunaer. Saia insurance company's determination 

on the proper and reasonable limits oi liability insurance snail be binding upon both parries 

lntil sucn limits shall again be changea pursuant to this Section. 

4.04.02. Casualty Insurance. X poiicy oi fire and typhoon insurance witb 

standard form extended coverage endorsement. to the extent of the fuU insurable value, 

covering all buildings and improvemenu which may &om time to time be locattd on the 

Leased Land. The proceeds from nav sucn policy shall be used for the repair or 

replacement of such improvements and buddings except as othenvise provided herein. 

C e r t i f i c a  4.04.03. . -Copies or duplicate or ighk ,  certificate, or 

inde r s  o i  such insurance policies shall be furmshed to Landlord at the commencement of 

:he term o i  this lease and each renewai ceruficate of such policies shall be furnished to 

'unalora at least thirty (30) days pnor to the expiration oi the poiicy it renews. Each such 

~ol icy  o i  insurance shall contain an agreement by the innrrer that such policy shall not be 

cznceled without tbiny (50) days prior wrirten notice to Landlord. 

4.04.04. Forms. XI1 insurance provided for in rhis Anicle may be in the fonn 

3i a general coverage. rloater policy or so-called blanket policies which may be furnished 

7:;  Tenant. .;r z rzixea comorarion o i  Tenant or m y  reiatea earity. The liability and 

:suaip  coverase zet ior~n herem s n d  be :ssuea bv insurers o i  r e c o ~ e c i  responsibility, 



.s may be revonaoiv opprovea bv Ljcalora. .UI poiicies of insurance to be pmvided for 

herein by Tenant snall be issuea in the r,ames or Tenant and Landlord and for the mutual 

and joint benent and protection or :he panles as their interests may appear. 

4.04.05. FaiIure to C o r n ~ i ~  Constitutes A Delault. Tenants failure to 

eiiectuate any and nil such insurance and renewal policies of insuranot required as set out 

in this S4.04, and to pay the premiums and renewal premiums on all such pob& and 

insurance as they become due and payaole. and to deliver all such c e d -  of insuranct 

and renewals thereot or duplicare onunais or copies to Landlord within thc time limits set 

out in this Article, shall constitute a material default by Tenant under the term of this 

lease. 

4.04.06. Landlord .May Effmt Insuranm Ln the event Tenant fails to case 

the aioresaid insurance policies to be k t t e n  and pay the premium for the same and 

deliver all such certificates oi  insurance or dupiicate originals or copies th& to Ladlord 

-mthin the ume provided for in m s  lease. h a l o r d  shall nevertheless bave the @&without 

being obligated to do so. to eifea such insurance and pay the premiums therefor, and all 

such premiums paid by Lanalora snail be repaici to Landlord on demand as adc&bnaLrent, 

mci Tenant's failure to repay the same as aforesaid shall constitute a material defaalt under 

:% lease. 

J.iiJ.07. Indernnitv not Limited. Yo* conrained in the S4.04 sbaU effca 

Qr limit Tenant's obligations under 52.05. Ifia 



Indemnity 

S4.05. Tenant covenants ana agrees rnat from and after the commencement of the 

:t:m or this iease or any extended term Tenant snail indemrilfy and hold harmless W o r d  

from any and a11 ciairns. dzmanas. :.menses (inciuding attorney's fees and court costs) or 

damages for any personal injury or injuries. death(s), damages, or losses to any penon(s) 

or property that may be suifereci or sustained by Tenant or any oi its agents, servants, 

em~ioyees. patrons. customers. invitees. visitors. licensees, departments. and condonairej 

or by any other person or persons in on or about the Leased Lana or any part thereof, 

arising from any and all causes whatsoever. except the willful misconduct or grossnegligeeme 

oi Landlord. 

Tenant's O b l i ~ a o n  to B a d  

SS.01. Tenant shail at its sole cost and expense, construct the. building and 

:m3rovemenrs described in Exhibit "0" attached hereto (the "Building Projecr"). 

Construction ot' the Buildins Project shall commence within one hundred nvenry (120) days 

x i e r  receipt of the buildins plans and speclFicarions approval of h d l o r d  as required 

:-.ereunder. Construction ox the Buiidine Project shail be completed and the Building Projea 

rezav ior occupancy 2nd use *mtnin ninery (30) ciays or' the projected construction 



completion date as set iorrn in Tenants construction contract doctlmcnrs and appmvcd by 

ha io rc i .  Such time for cornuiet~on shad be extended for so long as Tenant shall be 

-\reventea from cornpietine the i3uiiainz ?reject bv ~nterierence or other causes beyond the i- 

reasonabie control or Tenant. j u t  in ;:o eq:ent to exceed the perioa oi  three (3) years from 

the execution o i  this lease. 

5.01.01. w i f i c a t i o n s  and Plan. Tenant shall, at its own cost and expense, 

engage a licensed architect or engineer to prepare plans and specifications for the Building 

Projecr, and. no later than ninety (90)  uavs irom the commencement of this lease, s h d  

submit to Landlord for approval. two (2) copies oi detailed worlang drawings, plans and 

specifications prepared by such architect or engineer, induding the following 

(a) Drawing and maceriais in the form of plans. elevations, sections 

and rendered perspectives sudicient to convey. the architectural design of the Building 

Project to Landlord: 

. . 
(01 LC: ; I Z C L ~ ~ ~ ~ C L  3 i s r h c c  "L LUZ auiiding Project a ~ w i u c t i o u  u j ~ f ,  

: .I+ n- z,=i+*,v a-- 6 --y.,*rJi. 'll:*L:- z-;w- . . ,,,, d-.j (50) 2x1s ~ ? e r  submission of such 

pians ana speciiications by Tenant Lrrnalorci ulil review and approve the plans and 

speciiications by enaorsinp such review on the plans and specifications and retuning one 

(1) set thereof to Tenant or hnolora  will inform Tenant in writing oi any objdons  to 

such plans ana speciriccltions ma Tezanr shall have s k y  (60) days thereafter to propose in 

..\Tiring correcrive amendments wnicn Landlord shall accept or rejea within the next thirty 

( 30) aavs. Faiiure or hnolora to iniorm Tenant oi objections wrhin such t h i .  (30) day 

3enod snail be deemed Lmaiora's cpprovai oi the changes. 



5.01.03. Chang~s  in Plans, Tenant shall submit to h a l o r d  a statement of 

anv substanriai changes in the plans ana spec~ficauons required to be renewed and approved 

j y  h d l o r a  under this section. Faiiure oi Lzndlord to object to such changed plans and 

2peciiicstions within rhirty (JO) uavs s a 1  be ueemea h d l o r a ' s  approval of the changes, 

Minor changes in work or materials. nor aifeaing the general character of the Buiiding 

Project, may be made in the plans ana specifications at any time without the review and 

approvai o i  Landlord, but a copy oi the aitered plans and specifications shall be furnished 

:o Landlord. 

5.01.04. Yo Liability to Landlord. The review and approvai of Ianrirord of 
- 

any plans and speciiications refers oniy to the conformity of such plans and spafbthns 

:o the eeneral architectural plan for the Leased Land. Such plans and specificatiom are not 

reviewed and approved for architectural. strucnval or engineering design, and hadlod by 

reviewing and approving such plans and s~eciiications. assumes no liability or responsibility 

mereior or ior any ueiecc in ay mucrure consuucted or compliance horn such p h  or 

peaiicstions or noncompliance rherewlth. 

* - .  - -  
:.u~.w. ~ a a i r i o n a i  Zvcurnenu. Tenant shall hmsh Landlord with copies 

oi the following documents, as soon as  they are available: 

(a) Contract between Tenant and its architects: 

(b) Contract between Tenant and all contractors engaged to work 

qn the Buildins Projecr: 

( c )  Copies or ail pians. specGcations and working papers for the 

Buiiaing Project. inciuaing '3s ouiit" draw in^; and 



c d) .U1 contractor 2nd subconuaaor Petiormance and Payment 

Bonds. 

5.01.06. Cost to be Tenant's. The cost of my consu~aion.  renovation, 

euargement. reconstruction, uzmoiirion. or oi  m y  cnanee, alterations. or improvements, on 

the Leased Land shall be borne ana paid for by-Tenant. 

5.01.07. No Liens. The h a s e a  Land shall at  all times be kept free of 

mechanic's and materialman's liens. as provided in ARTICLE 8, inth. 

X ~ ~ r o v a l  of 41 Co- 

S5.02. No building or other improvements, the plans and specifications of whi& ham 

not first received the written review and approval of Landlord a s  required above or which 

do not comply with such approved plans and specifications shall be constnrded or 

maintained on the Leased h c i .  Yo addition to or alteration of any building or  other 

. - 
.xprovernen~ c . , b b * ~  ULA LA.< .--U\;U 4b;L;; LC commenced *dess and until plans and 

~?eclxicauons covenng such aaaitions or uterarions shad have iint been submitted to 

ievlewea and upproveu by hciiorci. itliiure ic comply ~ i f h  +proved plans and 

. . speciiications for anv building or other improvement to be constructed and mamtamd on 

:he Leasea Land shall constitute a materiai default of this lease, 



Im~mvernents To CQnlonn To Lay 

S5.03. Throu~hout the durauon or' this lease, Tenant agrees that all bddbgs, 

structures. and other improvements that may be erected on the Leasea Land by Tenam or 

any subtenants. inciuding, but not lirmted to. ail elevators, escaiators. plumbing, electrical, 

heating, - air conditioning and ventilation equipment and systems. and all other equipment, 

wiil be installed. operated, and maintained in accordance with the law and with the 

remiations 4 and requirements of Landlord. inciuding its Development and Building 

Stanaarcis. and o i  any and ail governmental authorities, agencies. or departments, having 

jurisdiction thereof, without cost or expense to Landlord. 

Tenant's owners hi^ of I m ~ r o v e r n u  a n d m  

S5.04. During the term hereoc any and all of Tenant's improvements, firtrlrn 

zachinery, and equipment of whatsoever nature at any time constructed, placed or 

maintainea upon any part o i  the Leased Land shail remain the property of Tenant 

- 4 .  n -. 4 I . W  A. 
nt' -  'O:-L& .- 3 C.A...cr, 

3 . u c b h b  6v & \ L A & A  - .+.,U,,s. Taaii: shall have the right at 

any tlme uunny icllanr s u~ci i~aniy  u i  rLz Lased h a  io iemovc -y a d  al l  of Tznant's 

:rade Kxtures. machinery and equipment owned or placed by Tenant in, under, or upon the 

L s e d  Land or acquired by Tenant whether before or durine the lease t e r n  provided, 

Tenant shall, at its sole cost and emense. immeaiatelv repair any d a m a ~ e  or injury to any 

juiidine or other improvement on the Leased Land caused by any such removal of trade 

CLurures. ~acn ine ry  ana equipment. This provision shall sumive the expiration or 

:o.mnation o i  this lease. 



5.01.02. Landlord's Ribr to Im~rovernents. As provided in ARnCLE 11, 

inira. upon expiration or sooner ternnation oi  this lease, title of all buridiqp and other 

improvements on the Lzvea h a  snail be vested in the Landlord without the payment of 

any consiaer~tion therefor. h a l o r d .  ~iternauveiv, at its sole discretion, may require 

Tenant, at Tenant's sole cost and expense. to remove all buildings and other impro~ments 

on the Leased Land and return the Leased Land to the s a c  condition as it was at the time 

of the commencement of the term thereor. This provision shall survive the exphtion or 

termination o i  the term oi this lease. 

.UTICLE 6 

ENCL'1MBRANCE OF LEASEHOLD ESTATE 

Tenant's Rim to Encumber With Landlord's Co- 

. . P C  " *  - - -  - -  . - - : 1  -,, .-,., ,-, ,.. -,,-.. "* -- -*ha . . - .,. - -. - -..-. a;A- ..-. -- - ---. - -. -: l ~ Y 1  15Lbb W U - ~  :t~;;1q . j m e n t ,  by way 

or' assipment, or othenvlse, Tenant's interest under this lease and the lPncr_hnide.state- 

hereby created for any purpose, without the prior written consent of Laxdim& w h i d  

consent shall not be unreasonably withheld. 



.UTICLE 7 

REPAIRS AND RESTORATlON 

- ienanrs Guiv ro Rer& 

5.01. Tenant, at Tenant's own cost and expense, at a l l  times during the tenn of this 

lease, agrees to keep and maintain, or cause to be kept and maintained, all buiidings and 

other improvements which may be ereaed upon the Leased Land in good condition and a 

~ o o d  state o i  appearance and repair. reasonable wear and tear excepted. 3 

Damage or Destruction - R e ~ a  

S7.02. If the Leased Land any building or other improvement, or any part thereof 

are damaeed or destroyed by reason oi  any cause whaw)evt?, Tenant shall within sixty (60) 

days, commence and diligently pursue to completion the repair or remnstruction of sucb 

hidings and improvements on the Leasea Land and this lease shall remain in full force 

--d effect: zrovided. during the !as: three (3) years of the term of this lease should the 

. .  . : .  . juiiaings and other improvemezs cn ::1: '- - -- - -  : - :--a ---. .,A .- <.,,.h 
.. - . . ... .- - - - - - -  ?. - 

substanrial extent so 3s to render the Lased Land with the buildings and improvements 

:sereon coraerci3lly unusaoie by Tenant :hen within said six ty  (60) day period, Tenant 

-nay elect to terminate the lease bv deliverins or assiging to Landlord all insurance 

xoceeas receivea or to be receivea as a resuit oi  such damape or destruction and returning 

:ne i z z e a  Lana. at Tenants sole cost to rne same conaition or better as it was at the time 

~i the com.encement o i  the term hereor. 



.ARTICLE 8 

>tECHkNIC'S LIENS 

Prohibition of Liens on Fee or Leasehold Interest 

S8.01. Tenant shall not suiier or permit anv mechanic's liens or other liens to be 

filed against the fee of the Leaed Land nor aeaimt its leasehold interest nor any buildings 

or other improvements on the Lesed h a  by reason of anv work labor, services, or 

materials suppiied or claimed to have been ruppiied to Tenant or anyone holding the 

Leased h d  or any part thereof througb or under Tenant In the care of any oonmucdon 

on the Leased Land costing in excess o i  SS0.000.00, Tenant shall cause its contractor or - 

5uilder to post performance and payment bonds to be approved in advance by Laodlord 

Removal of Liens Bv T e w  

S8.02. If any such mechanic's liens or materialman's Lien shall be recorded against 

+he Leased Lad. or anv imorovements thereon. Tenant shall muse the same to be removed 

or. and in the aiternnuve, i i  Tenant in good iaith desires to conrest the same, Tenant shall 

be orivileged to do so bur in such cue  Tenant hereby agrees to indemnrfy and hold 

- - - I - - -  - 1 1  1:-;;;:-. ;-- A - - - r r e ~  ncr--tr;nn~d t h p r p h ~  -qd  hall- in the event 

of a judgmefit oi foreciosure upon said mechanic's lien Fause the same to be discharged and 

:emovea pnor to the execution or such judgment. 



Yo Ripht to Assipn and S u b l a  

S9.01. Tenant shall not sublet or wig tne Lased Land or any p a n  or pomon 

~nereoi without the prior written consent and approval of Landlord the Governor, and the 

Legisiature to assign or sublease. n change to Exhibit A regarding the lot description, and 

3 chanee to Exhibit 0 reeardine rental rate. . b y  unauthorized attempt to sublet or assign 

shall constitute n material dehult o i  this i e ae  aod such subletting or assignment shall be 

deemed null and void. 

.URTICLE 10 

DEFAULT AND REMEDIES 

Termination bv Landlord on Swcified Defaults 

S1O.O1. If Tenant snail derauit in the payment of rent on the date provided for in 

:his l e s e  and such rent default continues for a oeriod of five ( 5 )  or more dam after wincn 

--?;*a nt 
. .  . -  

oat- , . . -  ---- J nnrilnrri - -  ;- *L -  z,.recf A2t Tan- ..,., ,, ,.- said ,-----. -. -..- -- ---. -. -. .-- .--- - --.at shall default or fail in the 

er iormmce o i  a covenant or agreement on his pan to be performed in thir lese other than 

:he payment o i  rent. and such non-rend deiauit shall not have been cured for a period of 

:xiry (30) davs aiter m t t e n  notlce or s a d  deiauit from h a l o r d .  o r  ii such default onnot 

.kith due diligence. be cured within tnirrv 130) days, and Tenant shad not have commenoed 



;he remedying thereoi within sucn penoa or snail not be proceeding with due diligence to 

remedv i t  ( i t  being intended in connection viitn a defauit not susceptibie of being cured by 

Tenant wth  due diligence within thirty (30) days that the time within wbich to remedy same 

snail be extenaeci for such penoa a zzv 5e necessary to complete the same with due 

diIigence), then and in such case. i t  snail ana may be lawful for Landlord, at Word ' s  

option, with or without summary proceedings, or any other appropriate legal aaion or 

proceedines, to terminate this lease anci to enter upon the b a s e d  Land or any part thereof 

and expei Tenant. or any person or persons occupying the Leased Land and so to repossesJ 

and enjoy the Leased Land. 

10.01.01. Other munds for default. If, after the cumrnenctment of the term - 

of this lease, (i) Tenant shall be adjudiated a bankrupt or adjudged to be insohcat; (ii) a 

receiver or trustee shail be appointed for Tenant's property and aEaks; (iii) Tenant shall 

make an assienrnent for the bene5t of creditors or shall file a petition in b a x k u p q  for- 

insolvency or for reorganization or shaii make application for the appointment of a r- 

or (It:) any execution or attachment shall be issued against Tenant or any of T e d s  

poperry, wnereov the Lased  Land or any bullding or buildings or any improvements 

thereon shall be taken or occupied or attempted to be taken or occupied by s o m ~ o t h c ? -  

:>an Tenant. except as may herein be permitted and such adjudication, appointment 

ssignment. perition. execution. or attachment shall not be set aside, vacated discharged, or 

bonded within thirty (30) days aiter the issuance oi  the same, then a default hereunder shall 

Se deemea to nave occunea so tnat me Drovlslons oi this S1O.O1 sh& become eifectivt and 

h d l o r a  snail have tne rignts ana remedies orovided herein. 



;0.01.U2. Peaceable Surrender. Should the term oi  this lease at any time be 

ended under the terms and conditions or this S1O.O1. or in any other way, Tenant hereby 

covenants and agrees to surrender and deliver up the Leased Land peactabiy to Landlord 

immediareiy upon the termination o i  the [em. 

10.01.03. Reletting Leased Land. At any time or from time to time after any 

such defauit and notice thereof (if required) pursuant to the S1O.O1 Landlord or its 

representatives may, without notice. reenter. the Leased Land by force, summary 

proceedings or othenvise, and remove d persons and contents therefrom, without being 

liable to prosecution thereior, and Tenant hereby expressly waives the service of any notice 

in writing of intention to reenter or to institute legal prowedings to that end and Tenant 

shall pay, zt the same time 3s the rent becomes payable under the terms hercot a sum 

equivalent to the rent and additional rent reserved herein, a n d . M o r d  may relet the 

Leased Land or any part or parts thereof in the name of Landlord or othenvise, for a tenn 

or terms which mav at Laadlord's option be less than or exceed the period which would 

otherwise have constituted the balance of the tenn of this lease without releasing Tenant 

from any iiabiiiry, appiyins such rent tint to the cost of obtaining possession, second to 

restoring the Leased Land to a rentable condition. third, to brokerage fees and the cost to 

Landlord oi reietting the Leased Land. and then to the payment of rent items or additional 

rent m a  ail otner ckarges due and to $ow due to Landlord. any surpius to be paid to 

Tenant. wno shad renain iiable for nnv deficiency. The failure or refusal of Landlord to 

re:et m e  Lasea h q a  or any prsn rzereor s n a i  not reiease or S e c t  Tenant's liability. Any 

:urns due to h a i o r a  snail be paia in monthly installments by Tenant on the rent day 



specified in this l e s e  and anv suit brougnt :o coilect the amount due for any month shall 

not prejudice in anv wav the rights or Lnalora to coilen any sums due for any subsequent 

month. h a l o r d  at its option may mane airerations. repairs. replacements or painting in 

the improvements on the Leased h a  as Landlord mav consider advisable for the purpose 

of reletting the Leaed  Land or anv pan tnereoi. and the making of such alterations, repairs, 

replacements or painting shall not operate to be construed to release Tenant from liability 

hereunder. Any mention in this lease or anv particular remedy s b d  not preclude Landlord 

from any other remedy in law or in equity. Tenant hereby waives any and al l  rights of 

redemption granted by or under this lease. In the event of the termination of this lease 

pursuant to this S1O.O1. Landlord shall forthwith. notwithstanding any other pmvidomofthis - 

! eve  to the contrary, be entitled to recover from Tenant as  liquidated damages an anmum 

equal to the difference between the rent reserved in this lease for the unexpired portion of 

the term leased and the then fair and reaonable rental value of the LeaJed Laad for the 

same period. 

0 t her Remedies 

S10.02. Anv termination of this lease as herein provided shall not reiicvcTenant 

from the payment of any sum or s u m  that shall then be due and payable to M o r d  

thereunder or any claim for damages then or theretofore accruing against Tenant hereunder; 

2nd anv such t e ~ a u o n  s n d  not prevent h a l o r d  from enforcing the payment of any 

iucn sum or rums or ckim :or c a a g e s  oy anv reneav provided for by law, or from 

;ccovering damages irom Tenant ror mv aernult thereunder. All ringhts., opdo- and 



remedies oi' Lanalora conrained in this lease snail be construed and held to be cumujative, 

and no one o i  them snail be exclusive to the other. and Landlord shall have the right to 

Fursue any one or ail ot sucn remedies or any other remedy or relieiwhich may be provided 

by iaw; whether or not statea in this iease. 

Continuation of Lease Durin- 

S10.03. At Landlord's option if Tenant has breached this lease and abandoned the 

Lzased Land. no notice oi termination wil be eiven and this  lease will continue in effect for 

so long as  Landlord does not terminate Tenant's right to possession, Landlord may in that 

case enforce all its right and remedies under this lease, including the right to reawer rent 

as it becomes due. 

Yo Waiver of Defaok 

S10.04. h a l o r d ' s  falure to take acivantage o i  any defauIt or breach of covenam on 

the p a n  of Tenant shall not be, or be consuued as a waiver thereoi nor shall any custom 

:r orzcrice :vnicn may  OW UD between the parties in the course of administering this lease 

be construes to waive or to lessen the riat or' Lanolord to insist upon the performance by 

Tenant any term covenant. or condition hereor. or to exercise anv rights p e n  it on account 

o i  any sucn default. .A waiver oi  a panicuiar breach. or default shall not be deemed to be 

2 *.vaiver o i  the same or any other subsequent breach oi  default. The acceptance oi  rent 

.:~:=L.;JzT ~ . ~ a l i  :ot oe. or 5e ccrdtxea :o ce. a waiver or =y :cr r r t  or condition of this 

.ease. 



Demandfor Reu 

S 10.05. Except as otherwise expressiv provided herein in the event that Tenant shall 

5e :n cieiault in the payment oi  any rents provided for in this lease. Tenant waives the 

making bv h d l o r a  o i  anv demand for rent prior to the commencem'int of any action in - .  

ejectment or to 'obtain possession o i  the Leased Land. 

Late C h a m  

S10.06. Tenant shall pay i;mdloro a one and one-half percent (1 1/2%) late charge 

on every rent payment made tive ( 5 )  days or more atier due date. 

ARTICLE 11 

SURRENDER AND REMOVAL 

Surrender of P o a s a o n  

S11.01. Uoon the e .~ira t ion of the term of this lease or any earlier temimion 

:hereof. Tenant snall surrender to h a l o r d  possession oi the Leased h a  and all buildings 

ma improvements thereon 

Removal of Personal P r o ~ e l q  

, . 
511.22. .: T=r.ant saa~i  not tnen oe in ucrau~t unaer anv oi the covenants and 

 ona air ions rereot. Tenant E ~ Y  remove or cnusc to oe rernovea ad or Tenantes machinery, 



equipment ana traae iixrures on tne Leased h d :  provided Tenant shall, at its sole cost - 
and expense. immeaiateiv repair any damage or injury to any building or other i m p m ~ m e n t  

on the Leased Laad caused bv such removai. .Any oi  said machinery, equipment or uade 

fixtures that are not removed from the Leased Land within thirty (30) days afttr the date -., 
oi  expiration or any termination of tnis lease shall belong to Laadlord without the merit 

ol  any consideration: provided Landlord. may require Tenant to remove any or all of such 

machinery, equipment or trade futures at Tenant's sole cost and upem. The pmviriom 

oi  this S11.02 shall survive the expiration or termination of this lease. 

T m  

S11.03. Upon the expiration oi ,the lease term or any sooner termination of this 

lease, at Landlord's requesr Tenant agrees to execute, acknowledge and deliver to hdloni 

a proper instrument in writins releasing, and quitclaiming to Landlord all title and 

:.:rerest of Tenant in and to the Lexsed h d  and all buildings and other impmmncnts 

thereon. 

Lanalora's Right to Entrv and I n s ~ e c t i o ~  

-.-. P .  - 
- --.- -.  . I:-:: : ::ri! ; - . ~ i r  L:::!:rrj or h d l o r d ' s  agenrs. :~prescntatives. or 

zapioyees ro enter :?on rne Lrasea h a  at izuonaole times xor tne purpose of conducting 



an inspection in a reasonaoie m m e r  :o ceterrmne wnether agreements in this lease are - 
being compiied with. or for the purpose oi snownp the Leased Land to prospective tenants, 

prcnasers or mortgagees. 

Performance of Tenant's Obligations 

Uter Pcotice or without !Vhtice in Erne- 

S12.02. If Tenant shall default in the periormance of any covenant or condition in 

this lease required to be periormed bv Tenant. hc i io rd  may, after thirty (30) days' notice 

to Tenant, or without notice if in Landlord's opinion an emergency exists, perform such 

covenant or condition for the account mci at the expense of Tenant. If Landlord shall incur - 
any expense, including reasonable attorneys' fees, in instituting, prosecuting, or defending 

any action or proceeding instituted by reason oi any defauit oi Tenant, Tenant shall 

reimburse Landlord for the amount of such expense. Should Tenant, pursuant to this l e a  

hecome obligated to reimburse or otherwise Dav Landlord anv sum of money in addition to 

the basic rent, the amount thereoi shall be deemed additional rent and may, at the option 

oi  Landlord, be added to any subsequenr installment of the basic rent due and payable 

under this lease, in which event h d l o r d  shail have the remedies for default in the payment 

;i?ereor provlaea by trus lease. I'se problsions or' i;zis Si2.02 s n a i  survive rne termination 

o i  this lease. 



Release of Landlord ARer S& - 
S 12.03. In tne event oi a saie or conveyance by Landlord of the Leased Land or any 

?art containing the Levea h a .  hndlord shail be released from anv future liabiliry upon - 

anv o i  the covenants or conditions. e.mressea or impiied in favor of Tmant, and in such 

event. Tenant agrees to looic solelv to the responsibility of the successor in interest of 

b a l o r d  in and to [his lease. 

:ccord and Satisfactioq 

S12.04. No payment by Tenant or receipt by Landord of a lesser amount than the 

rental shall be deemed to be other than on account o i  the rental, nor shall any endorsement 
s- 

or statement on anv check or any letter~nccompan).ing any check or payment as rent be 

deemed an accord and satisiacrion ma h a l o r d  mav accept such check or  payment without 

.. ., . . . . .  - - -  ---. - -  . - -  - -  ---. - 2  .L.. -....*,.+a -- -.,-, d;;;uuica .,J L u r u r ~  r ..+ ., . - -  . ---&- . . . ruaue zzy other 

remedy provided for in this lease. 

Landlord's Contnctual Se~urih I n t e a  

S12.05. h a l o r d  shall have at all times a vaiid security interest to secure payment 

,i aii rent and othsr sl;rris o i  Eonev becoming due hereunder from Tenant, and to secure 

?spent o i  any damaees wnicn Landlord may suifer by reason o i  the breach by Teenant of 

~ n v  covenanr agreement or conairion c o n t u e a  here- upon d hrures and personal 

zrapery  or T:n?nr ~:esenr@, cr :vr.icb x3v ce:ex.te: ze. siruatea on tne L ~ e d  Land and 

ui proceeas thereiron zca sucn properr). s n d  nor be removea without the consent of 



h a l o r d  unt~l  nil arreuages in rent as well as anv ma ail other sums of money then due 
__ 

to LLlndlord or to become due to Landlord hereunder shad first have been paid and 

discharged and all the covenants. agreements and conditions hercoi have bee fully complied 

with and periormed bv Tenant. Upon the occurrence of an event of Efefault by Tenant. 
, . 

Coon the occurrence oi an event oi default bv Tenant. Landlord may, in addition to any 

other remedies provided herein enter upon the Leased h d  and take possession of any and 

alt fitures and personal property o i  Tenant situated on the Leased Land without liability 

hr trespass or conversion, and sell the same at public or private sale, with or without having 

such property at the sale, after giving Tenant rezsonable notice of the time and place of any 

public sale or of the time after which anv private sale is to be made, at which sale Landlord 

or its assigs  mav purcfke unless otherwise prohibited by law. Unless othenvise provided 

by law, and without intending to exclude any other manner of giving Tenant reasonable 

notice, the requuement ot reasona~ie notice shall be met if such notice is given in the 

manner prescribed in the lease at least seven (7) days before the time of sale. Any sale 

rnade pursuant to the ~rovision of this S12.05 shall be deemed to have been a public sale 

conducted in a cornmerciallv reasonable m m e r  if held on the Leased Land or where the 

?rope? is located after the time. place. and method of sale and a general description of 

:ne y e s  ot' property to be soid have peen aciverrised in a daiiy newspaper published in 

Guam. for live ( 5 )  consecutive days berbre the date of the sale. The proceeds from any 

u c n  disposition. less any m a  211 expenses connected with the taking of possession, holding 

-na se~iing or the property ( inc~ualne resonaoie attorneys. fees ana legal expenses), shall 

2e the securisy interest granted in this 512.05. .Uv surpius snail be paid to Tenant or as 



l~tnerwise required by iaw: Tenant snul  ~ a v  any deficiencies iorthwith. Upon rcquut by - 
Lanaiord. Tenant aerees to execute and deliver to Landlord a financing statement in form 

suifxient to periect the s e c u r i ~  interest or Lvldlord in the aforementioned properry and 

2roceeds thereof under the provisions or the Guam Uniform Commebal Code. 

Landlord's Title 

S12.06. Yothing herein containea shall empower Tenant to do any a a  which can. 

say or  shall cioud or encumber h a l o r a ' s  fee simpie title. This lease d m  not gram any 

rights to light and air over property except over public streets, alleys or way kept open by 

public authority. 

Reserved 

S 12.07. Lanalora reserves tne iobwing ngnu: (ij  To cnange the street address o i  

the Leased Land without notice of liability of Landlord to Ten= (ii) to display dwing the 

!as1 ninety (90) days of the term without hinderancc or molestation by Tenant Tor Rent" 

snci similar signs on wndows or eisewnere in or on the Leased Land; (iii) during the last 

ninety (90) days of the term or any p a n  thereof, if during or prior to that time Tenant 

.:acates the L a s e a  Land or at nov time aiter Tenant abandons the Leased Lad to enter 

and decorate. remodel, repair. alter or otherwise prepare the Leased Land for ~~~pancy; 

and (iv) to take any and all reasonable meaures. inciuding inspections. repairs. alterations, 

;aditions ana improverfients ;o the L a s e a  h a  ar may be reasonably necessary or 

zeslraoie [or :r,e $are?, ;7rotectron or preservation or' the Leasea Land or Inndlord's 



i,nterest. h a l o r d  mav enter upon tne kved h a  and may exercise any or all of the 

foregoing rights herebv reserved wthout being deemed guilty of any eviction or disturbance 

or Tenant's use or possession and without being liable in any manner to Tenant. 

, *& 

Landlord's Rieht to Cure D e m  

S12.08. In the event Tenant shad fail to pay and discharge or caused to be paid and 

discharged. when due and payable anv tax. assessment, or other charge upon or in 

connection with the Leased Land. or any iien or claim for labor or material employed or 

used in or any claim for damages arising out oi the construction. repair, restondon, 

re~facemenr maintenance. and use o i  the Leased Land and the impmvernenp or any 
/ 

judgment on anv contested lien or ciaim or any insurance premium or expense in 

connection with the Leased Land and improvements. or any other claim, charge, or demand. 

.snlcn [enant nas anreea to pay ur causea to oe paa  unaer me covenants ana conditions - 

oi this lease. and if Tenanr after ten (10) davs written notice from Landlord to do so. shall. 

fail to pay and discharge the same. then Landlord may at its optioq pay any such tax, 

assessment, insurance expense. lien c i a i n  charge, or demand, or settIe or dixhargc any 

action therefor. or judgment thereon and all costs, expenses and other sums inarrml or 

?aid by Landlord in connecuon with any oi the foregoing shall be paid Tcnant to Landlord 

xpon demand. together with interest thereon at the rate of one and one-half percent (1 

: /2%)  per month from the date incurred or pa id  and any default in such payment shall 

-3nstitu1e 3 0re2cn oi rEe cover ,~zs  Linu imaitions oi this lease. 



LRTICLE 13 - 
G M  ASSURANCES TO FAA AYD JOINT USE AGREEMENT 

Com~l iance  - -5 

S13.01. Tenant agrees to observe m a  obey all applicable rules and regulations 

promulgated by the Federal Mat ion  Adrninisuation ("FAA") or Landlord governing 

conduct on and operations at the Guam lnternarional Air Terminal and all related facilities 

owned and operated by Landlord including the GAA Industrial Park (collec!ively referred 

to ar "ABWGWT'). Landlord has received federal assistance through several executed 

Grant Agreements for AB WGXAT deveiopmenr and cenain land acquisition tramaaioar - 

This i e v e  and ~enant ' s~use  oi  the Leased h a  and ABWGIAT shall be subject to any and 

all applicable terms of those certain Sponsor's Assurances that h d l o r d  (as Spomor 

- \ .  Y - a .  

.:.e:o:n, ..a ,.;iiis ;v T.- j i k ~ ?  rL : .  .- ... ; +pUsaiion. jiieptaiiie ziid use of federal 

hnds  for ABWGIAT develop men^ The &urances applicable to this lease shall induck, 

bur not be limited to. the following specSc terms and conditions: 

13.01.01. Yondiscriminatioq. (a) Tenant for iueg its successon in interest, 

and assigns, as a pm of the consideration hereoi does hereby covenant and agree at a 

-n*r*n*nt -~n-njnn uith tse L ?h*t in t h e  event facilities are constructed. 

xxinuined. or otherwise operated on the Lased L a d  for a purpose for which a DOT 

program or acu i t y  is extended or ror anotner purpose involving the provision of similar 

iemces or benerits. Tenant s h d  maintain and operate such faciiiries and s e ~ c e s  in 

compliance .mth ail otner requrements imposed pursuant to 49 CFR Pan 21 



Yonaiscriminat~on in F eaers~lv As~s tea  P:ognm or the Department or hnsponation and 

said Regulations may be amenaea: tb )  ~ % m t  for itself, its successors in interest, and 

s s i~ns .  as a part o i  the consideration hercoi. does herebv covenant and agree ar a w e n a t  

x n n i n g  with the Leased h a  that: I )  no person on the grounds of race. color. or national 
- - >  

origin shall be exciuded from participation in denied the benefits of, or be othemiw 

juojected to discriminatiori in the use oi said facilities (2) that in the construction of any 

improvements on. over. or under the Leased Lyld aad the furnishing of servicu thereon, 

20 person on the grounds oi race. coior. or national origin shall be exduded from 

participation in, denied the beneiits oi. or otherwise be subjected to discrimination, (3) that 

Tenant shall use the Leased Land in compiiaoce with aU other requirements impased by or 

7ursumt to 49 CFR P3n 2: .  Yonaiscririz-tion in Federallv hs is ted  Program of the 

Deoanment o i  Transportnuon m d  as said Repiations may be amended. 

0 . 2 .  3oois. i ? ~ ~ i i j .  .izcount$ Zgon written request of FAA, Tenant 

shall provide ail information repons required by FAA rules, regulations or directives Lsued 

?ursuant thereto. and shall permit the examination of its book records. and its faciliticr 

3 mav be determined by F.U to be pertinent to ascertain compliance with such r u l ~  

regdations. orders and directives. 

. - - n1 n2 * ra**nr shall f i~rnish qervi'ces and ~roduc t r  on a fair. 

qua i .  -ad nor unjusriv aiscrbmnator, oxis to BU customers ma users. T~nrnt shaU charge 

fair. resonable ma not un!ustiv aiscnmnarory pnces for eacn ~t ox semce and produn 



:3.01.M. Cornoatibility ulth A3WGIAT O ~ W o n s  Compatibility - 
9,~tth XBWGWT operations ana use is a ~i ta l  concern ior any developmcnt on  or near 

.UWGWT. Safety ot' nearbv aircrait i?i@t and ground operations must be and shall be 

~ i v e n  primary concern at a11 times. T;?us. the deveiopment and use o i  the GAG Indusuiai - . ** 

;)ark inciuding this lease. are subjea to and shall not be inconsistent with ABWGlAT 

operations and use. 

S 13.02. Joint Use Ameerneny. R e  p e e s  hereto are aware that Landlord has right 

:o use the landing area o i  MWGWT moer a Joint Use Agreement entered into by the 

Government or' Guam with the United States of America dated July 19, 1974. The rights 

and obligations under such Joint Gse Agreement have been -erred to and assumed by - 

Lancilord. It is e,rpressiy agreed that this lease is subject and subordinate to the said Joint 

Use Agreement and all its terms and conditions. 

.LsRTICLE 14 

CEAWRU, PROVISIONS 

Covenant to Execute Additional  instrument^ 

S14.01. h a l o r d  and Tenant agree to execute and deliver any ~nsuuments in writing 

.:ecessary to cany our tne agreement. term. conaluon. or assurance m tnis lease whenever 

1.1:: occasion :nail x s e  Lna i=c::~i :2r zzcz ,;lsrr;;nenrs snad :e rnaae by tne other 

x r y .  



Yo I V a i v e m f  Bread 

S14.02. No iaiiure bv either Lanalora or Tenant to insist upon the smct performance 

5~ the other o i  anv covenant. agreernect. :::m or condition of this lease or to cxcrcise any 
. -, 

::en[ - or remeciv consequent upon ;1 Z : C ~ C Z  :;.ereoi. shall constitute a waiver of any such 

breach or of such covenant. agreenent. :=n. o~cond i t i oa  No waiver of any breach shall 

aifect or alter this lease, but eacn and eve? covenanf condition. agreement, and term of 

this lease shall continue in h l i  force ana s 5 e a  with respect to any other then existing or 

subsequent breach. 

Time of Essenq 

S14.03. Time is .- of the essence or' this lease, and of each provision 

S14.04. Each and all oi  the covenants, conditions, and restrictions in this lease W 

:nure to the benefit zf a d  :h2!! F\e h i~d i j 11~  - .  ~int ln  the successors in interest of Landlord. and 

subject to the restrictions oi  ARTICLES 6 and 9, supra, the authorized encumbrancers, 

xsignees. transferees. subtenants. licensees. and other successors in interest of T e m n ~  

Lnt1x-e A m m e n f  

S14.05. This lease contains the entire aqeement of the panies with respect to the 

yarters coverzci bv this lease. 2nd r,o orher zgeement. statement or promise made by q 

-:.TI. or to 3nv emiovee. oiEce:. or zcent oi  anv o m .  which is not contained in this lease 

:nail be binaing or vaiid. 



IVaiver of Su b m  - 
S14.06. XI1 insurance policies camed by Tenant covering the Leased Land and the 

buiidines and other improvements thereon, including but not lirmted to contents, fire, 

casuaitv, ana other insurance. .hail expressiv waive any right o i  the insurer against Landlord. 

Tenant agrees that its insurance poiicies wiil inciude such waiver ciause or endorsement. 

Partial Invaiidity 

S14.07. If any terms, condition or provision o i  this l e s e  is held by a court of 

competent jurisdiction to be invaiid. void. or unenr'orceable, the remainder of the provisions 

shall remain in full force and effect and shall in no way be affected impaired, or - 
--- 

invaiidated. 

Relationship of Parties 

S14.08. Yothing contained in this lease shall be deemed or construed by the parties 

dr by any third person to create the relationship o i  principal and agent or of partnership or 

o i  joint venture or of anv association between W o r d  and Tenant and neither the 

qrovisions contained in this lease nor anv acts o i  the ~arties shall be deemed to create any 

. . - . . . . 
.-zlatloIljiiip beweer, k a l o r a  cr : :r.x~ other :kcz L,: :::;1:exxz V, :~ i l?rc!  s d  tenant. 



I n t w t a t i o n  and Definitiom 

S 14.09. The language in aii par= or this lease shall in all wsu be simply aonstmtd 

accoraine to its iair meaning ana not sinctiv ior or against Landlord or Tenant Unless 

vtnerwise provided in this lease. or x ~ e s s  rhe context othenvise rediiires. the following 

definitions anti rules oi construction snail appiy to this lease: 

14.09.01. Number and Gendec. In this lease the neuter gender includes the 

feminine and masculine, the singular number inciudes the plural. and vice versa 

14.09.02. Mandatory and Permissive. "Shall", "willa, and 'agrees' arc 

mandatory, "may" is permhive. 

14.09.03. Caotions. Captions oi articles. sections, and subsections of the lease 
_-- 

and ot' its table oi  contents are for convehience and reference only, and the words contained 

therein shall in no way be held to explain. modify, ax~~ph.fy,~or aid in the interpretation, 

constructioa or meaning of the provisions of tbis lease. 

14.09.04. Tenn Includes Extensiong. All references to the "term" of this lease 

ar the "Ieae term:' shall include any extensions oi such tenn. 

14.09.05. Other Definitions Additionally, the following words and phrases 

shall have the following meanings: 

i1.09.95.01. Authorized Reuresentatives Any oZc-r. 'pent, employee, 

or independent contractor retained or ernpioyed by either parry, acting within authority 

ziven him by that pa?. 

:4.09.05.02. Damagg: Injury, deterioration, or loss to a person or 

7ropert)l czusea by another person's acts or omissions. Damage inciudes death. - 



;4.09.05.03. Gooa ( 'onditio~: The good pnysid condition of any 

improvements on the Leased h a  ana cacn portion of such improvements, hduding, 

without lirmtntion signs. windows. appurtenances. and Tenant's personal propeny as debed 

here. ' In  good conairion' meam iirst-axis. ;-ar ~ i e m  and broom-cieatt and is equivalent 

:o similar phrases referring to pnys~cai aaeauacy in appearance and for use. 

14.09.05.0). Hold Hamlea: To defend and indemnify from all 

liability, losses. penalties. damages as aehe t i  here. costs, expenses (including, without 

limitation attornevs' fees), causes oi  action ciaims, or judgments arising out of or relatcd 

to any damage, as defmea here. to any person or propeny. 

14.09.05.05. .Anv judicial decision, statute, comtitution, - 
.- 

ordinance. resolution. regulation ruie. idministrative order. or other requirement of auy 

municipality, territorial, Federal, or other government agency or authority having jurisdiction 

over the parties or the Leased Land. or b o t h  in effect either at the time of d ~ o f  the 

lease or at anv time during the term inciuding, without Limitation. any d e  or rcguktion of 

Landlord. 

14.09.05.06. Lien: A charge imposed on the Leased Land by someone 

other than h a l o r d .  by which the Leased L a d  is made security for the performana of an 

.. -,.. I-t hlost o i  the liens referred to in this lease are =;~~,,;Lnics' ;;dm. 

14.09.05.07. \ l a i n t a i ~ :  Inciudes repair. replace. repaint and clean. 

11.09.05.08. Person: One or more human beings, or legal entities or 

l ~ m e r  nrtiiiciai persons. inciuainz, witnout iirmtatioa partnerships. corporations, trusts, 

states.  zsociations. 2nd any combination o i  human beings and leed entities. 



:4.09.05.09. R e ~ w  Tnueconstrucuon rebudding and rehabilitation 

;hat are necessary to return destroyed portions o i  anv improvements on the b d  Land 

and otner property to substantiailv the same phvsical condition as they were in immediately 

- .h 
Seiore the destruction. 

.-ittornevs' F e g  

S14.10. In the event that either py tv  hereto shall commence any legal action or 

proceedink inciuding an action for deciaratoly reiiei against the other by rearon of the 

alleged failure o i  the other to periorm or ~ e e p  any term. covenanr, or condition of this lease 

by it to be performed or kept. the pyrv prevailins in said action or proceeding shall be 
.+- 

entitled to recover, in addition to its couh costs. reasonable attorneys' fee to be fixed by the 

c o u n  and sucn recovery shall inciude coun costs-and attorneys' fees on appeal if any. The 

court wiil determine who is the 'prevailing pan$', whether or not the suit p r o a d s  to final 

judgment: provided. however. that if an action is voluntarilv dismissed or dismissed pursuant 

:o a settlement o i  the m e .  neither parry wiil be entitled to recover its anorneys' f e a  

Interest 

S 14.11. . a y  sum accruing to Tcnmt or h a l o r d  under the provisions of this  lea^ 

-shicn shall not be paid when due s n d  be= interest at the rate o i  one and one-half percent 

: 1 1!2%) per month from the date the rent was due with respect to rent and from the date 

vntten notlce r o e c l ~ n e  sucn non~nvrnent is y e n  to the defaulting party, with respect to 

rzrns uce other ..-.an rent. 



\ l o d i & t b  

514.12. This lease is not suoject :o izoaiiication except in writing signed by both 

parties. 

D e l i v e v  of Rent and Yotices - l f e l h o d  m m  

S14.13. All rents or other sums. fiotices. demands, or requests from one party to 

another may be personally delivered or sent by mad, registered. renun receipt requested 

postage prepaid. to the addresses stated in this S14.13, and shall be deem& to have been 

oiven at the time of personal delivery or 3t the time of mailing. 3 

14.13.01. merit of  Rent. .All rents and other sums payable by Tenant to - 
/ 

Landlord shall be by check payable to 'ha lord .  delivered in person to the imdlord, or 

maded to Landlord at P.O. Box 8770, Tamuning, Guam 96931. 

14.13.02. W e s  to Lanci ld ,  All notices, demand-cr. or requests from Tenant 

to Landlord shall be given to Landlord by personal delivery or by mading the sum to P.O. 

Box 8770, Tarnunine, Guam 96931. 

13.13.03. Sotices to Tenant. A1 notices, demands, or requests horn W o r d  

to Tenant shall be given to Tenant at 150 E. Harmon Indusaial Park Roaci, TamPnin& 

Guam 96931. 

1413.04. C h a n ~ e  of Address. Each party shall have the right, from time to 

rime, to desipate a different address bv notice given in conionnity with this S14.U. 



*TICLE_lj 

CONDEMNATION 

Conseuuences o f  Condemnathi . *+ 

S15.01. In 'the event during the term o i  this lease the Leased Land or any part 

:hereoi shall be taken or condemned bv an:, authority having the power of eminent dad 

then and in every sucn case the estate 2nd interest ot Tenant in any part of the Leased Land 

jo taken or condemned shall at once cease ma terminate: and the rental to be paid under 

.,, unexpired balance of the term hereof, this iease shall be reduced k r  2nd darizg 

eifective as of the date when Tenant shail by reason of such taking or condemnation lost 
-. 

the right to possession of such part oi  the Leased L;md in an amount which shall be that 

proportion of the rental which is equivalent to the reduction in the area of the Leased Land 

shall refund to Tenant any unearned portion of the r e n d  thereof paid in advance prior to 

the eifective date of such taking or condemnation. 

IZ.E!.n!. ~~rnuensation 2nd Darn-. In every such case of taking or 

condemnation or the Leased Land or anv p a n  thereoc all compensation and ~ C S  

payable for or as a result of sucn taking or condemnation shall be payable to and be the 

roie property o i  h a l o r d .  2nd f - - q - ~  3 have no interest in or claim 10 such 

compensation or nnv p m  lhereot whatsoever: ma ail compensation and damages payable 

for or on account or' any buildings and other improvements on the Leased Land and any 

?ism and other ireparations tnereror snai be oavaole to h a l o r d  and Tenant as their 

:espective interest shall zppear. 2nd s a d  respective interest in sucn compensation and 



damages pavaoie ror or on account or zav s u ~ b u l i d i n p  or other improvements shall be 

iixed and determned. as oi the date wnen Tenant snad by reason taking or condemnarion 

:ose tne rieht - to possession oisucn bulidings or other lmprovemcnts so taken or condemned 

as r'ollows: - .b 

15.01.01.01. Landlora's In te rn .  The interest ot' Landlord thereinshail 

be a proportionate amount of sucn compensation and damages in the ratio which the 

cupired portion o i  the term o i  this lease bears to the full term of this lease; and 

15.01.01.02. Tenant's Interest Tenant's interest therein shall be the 

balance ol such compensation and damages aiter first deducting therefrom the amount of 

the interest oi Landlord therein as  hereinbeiore defined. - 
i- 

15.01.02 Termination of Uase. In the event only part of the Lawd Land 

shall be so taken or condemned, and either the balance of the Leased Land is unsuitable 

for the purpose for wnich leased to Tenant  or all oi  the building on the Leased Land shall 

be so tzken or condemned. thereby renderins the remaining portion of the buildings 

iinsuirable for Txzz:'s p p o s e s  uccer :?is l ese .  and Tenant shall remove all remains of 

said buildings and any other improvements tiom the balance oi the Leased Land and restore 

the Leased Land to eood and orderly condition under its option as herein provided then 

2nd in everv such case Tenant shall hwe the right at its ootion bv qiving prior written 

zotice tnereoi to Laodiord ultnin s ~ x r y  (00) days aiter such evenr to terminate this lease. 

Upon such ternnation Tenant shall be relieved oi  all h n h e r  obligauom under this lease, 

2nd Landlord shall refund to Tenant nnv unearned oonion o i  the r e n d  therefor paid in 

zavance prior to the edective date o i  sucn termin;ltion 



EXECCTON. RECORDISG. .LVD lSCORPORAnON BY W R E N C E  

Retording 

S16.01. Tenant shall not recora this iease without the mit ten consent of Iandlord; 

provided however, upon the request or Tenant. the Landlord shall join in the execution of 

a memorandum of "shon form' o i  this lease for the purpose of recordation The 

memorandum or shon form snail desenbe the parties, the L e w d  Lad,, the tern of this - 

lease. shall incorporateythis lease by reigrence. 

C u u n t e w  

S16.02 This lease. consisting of forty-six (46) pages, plus exhibits, may be executed 

in severai c o u n t e r p a  each oi  wnich sball be deemed to be an ori- but all of which 

shall constitute one and the same agreement which shall be binding upon all parties hucto 

notwithtanding that all of the parties are not signatories. 

Exhibits 

516.03. All Exhibits arlacned hereto are made a p a n  of this lease by reference. 



S16.04. This lease ha been erecured bv the parties as of u 9 u s c  15 
I 

GUAM AIRPORT AUTHORITY 
Landlord 

ESSO EASTERN, NC.-GUM 
Tenant 

K 

/' JESS Q. TORRES 
Its I ,kxecutive Manager 

. n 



TERRITORY OF Gt'ttM 

Municipality of &ana 

On this l?th dav of .Aurmst , 1991. before me. a notary public in and for the 

Temtory of Guam persondlv appeared Jess 0. Torres , the duly authorized rcprrsenmive 

of GUAM AIRPORT AUTHORITY. !aowvn to me to be the person who exeaued the 

foregoing G A 4  Industrial Park Ground Lease. md acknowledged to me that he executed - 

the same on behalf o i  said corporation. 

IN WlTNESS WHEREOF, I have hereunto set my hand and affixed my offidat s d  

[he uay and year first above w-rirten, 



TERRITORY OF GUAM 

bfunicipaiity or Agana - *+ 

On this 15th dav of . \ u g ~  -991. beiore me, a notary public in and for the 

Temtory of Guam, personailv uppeareu Qoualas C. & , the duly authorized 

representative ot ESSO EASTERN. IYC. - (;C-\.\.f BRANCft known to me to be the person 

who executed the ioregoing G M  Inaustr~ni PxK Ground Lease. and ackxowledgai to mc 

that he executed the same on behalf or said corporation 

IN FMTXESS  EREOF OF. 1 have nereunro set my hand and affixed my officiai seal 

ihe day and year f i t  above written. 



Lot No. 1. Block No. 2, Tract No. 1427, Guam International Air 
Terminal Industrial park hlunicipali ties of Banigada and 
Dededo. Guam, containing an area or' approximately 5,709 
square meters or 6 1.448 square feet. as shown on Drawing No. 
DS1-S-88-25 dated Apni 23. 1990. prepared by registered land 
surveyor Nestono C. Ignacio, RLS No. 65. 

Pursuant to Public Law 20-188 requim the legal descriptions 
of the parcels be based on a map certified and approved by the 
~ e m t o r i a ( ~ u l v e ~ o r  nna Planner and duly recorded at the 
Department of h n d  Management. Bull cart trail has been 
acquired since the time of preparation of initiai Exhibit A. 

Property description wili  need to be modified based on 
requirements of Public Law 20-188 and acquisition of buil c m  
trail. 



EXHIBIT '8' 

S1. Rental. For the first 5ve 15) years period commencing 14, 1 9 s  

the rent shall be $26.00 per square meter per year for the total area of the i LiucL 

At the end of fifth (5th) year of the rerm of this lease, the rental rare for the ensuing five 

(5) years shall be increased by ten percent (10%) of the prior effcnive rental rate, R e d  
K 

shall be paid monthly as specified in ~eciion 3.01.02 of the lease. 

S2. Rental Proiection~. Upon commencement of the tenn of this lease Landlord shall 

provlae Tenant with 50 year renta projections on an annual and monthly basis. 

S3. Rental During Ootion Periods. TSe rental during the encnded periods. if extended 

pursuant to Section 2.02 of the lease. siail be as determined pursuant to Seedon 3.01.01 of 

the lease. 



S1. .Authorized L'ses and Activities: 

a. Sale of Convenience Items' 
b. C ~ E  Wash Facilities 
c. Automotive and Bus Parlong and Semcing 

S2. .Authorired and Required Uses and Activities: 

a. Motor Vehicie Senice Station and Lube 

Subject to prior renew and written nopmval by Landlord. the Guam A i r p o ~  
.AuthO~~v. 
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CjUAM A~RPORT AUTHOR~TY 
(ATUR~MT P U E T T W  BATKON A~REN qUAHAN) 

GRR 
March 6, 1991 

PO BOX 877M-. Gurn WI111- m. ~ 1 . ~  
Totox. W56 GUMAAQl CM 

fM (671) H 2 3  - -.. - --. 
I--- 
i i f r l  

TO: Board of Directors 

PROM: Executive Manager 

SUBJECT : GIAT Industrial Park: Recent Appraisals 

We recently received the results of the two latest appraisals for 
the fair market value of lots in the GIAT industrial park. While 
the reports are available in my office for review, I have prepared 
a summary comparison of the results of the three latest appraisals. 
This analysis also contrasts the original decision to lease 
property at $.60 per square foot per year. As you will see, the 
comparisons are dramatic. 

You may also recall that the 20th Legislature mandated through 
Public Law 20-188 the methodology by which we were to calculate 
initial rentals. The law specified that 101 of the higher of two 
fair market value appraisals, current within six  months of the 
signing of a lease, be used. Thus, we are bound to offer the rates 
derived from the R J  Associates Inc. report. 

we will advise the three prospective tenants of the new rental 
rates and confirm their acceptance or withdrawal. 

cc: Legal Counsel 



W ESTCO (05/03/90) WESTCO (02/24/9 1) R.J. & ASSOCIATES (02/15/91) 
TENANT: MID-PAC FAR EAST 
Lot Description: Block I, Lot I 
Arm: 3,192 s.m. or 34,357 r.f. 
Fair Market Value (FMV) $1 13 per square meter ($360,696) $150 per square meter ($478,800) $265 per square meter ($845,880) 

Fair Rental Value (FRV) FMVx1096 
per quam meter per annum $11.30 $15.00 $26.50 
per quare f ~ o t  per annum 1.05 1.39 2.46 
per quare foot per moo& .09 . I2 .2 1 

% difference from originrl rate of 
.60 par quare foot per annum 

TENANT: LSa LWTHANSA SERVICE 
Lot Description: Block I, Lo( 4 
Area: 9,002 a.m. or 96,901 r.f. 
Fair Market Value (FMV) $106 per quare metar ($954,212) $14 1 per square metcr(S1,269,282) $260 per square meter($2,34 1 .820) 

Fair Rental Value (FRV) FMVx1096 
per qaum meter per annum $10.60 $14.10 $26.01 
per quam foot per m u m  .98 1.31 2.42 
per quare foot per moo& .08 .I I .20 

R difference from original rate of 

.60 per q u r e  feet per m u m  

TENANT: EXXON 
Lot Dcrcriptioa: Block 2 
Area: 5,709 8.m. or 61,448 8.f. 
Fair Market Value (FMV) $125 per quare meter ($7 13,625) $166 per square meter ($947,649) $260 per square meter($1,484,340) 

Fair Rental Value (FRV) FMVx10% 
per quare meter per annum $12.50 $16.60 $26.00 
per quare foot per annurn 1.16 1.54 2.42 
per quare foot per moatb . I0  .I3 .20 

96 difference from original rate of 
.60 per square feet per annum 

' Calculated pursuant to P. L. 20- 188 



R J  tlssociates, Inc. 
Pacific Real Estate Advisory Services 

173 Aspinall Avenue. Sui te  201 Agana, Guam 96910 
Telepnone: (671) 4724472 

Fax: (671) 477-5873 

APPRAISAL OF 

Guam Airport Authority Industrial Park 
Developed Land located in 

the Municipalities of Dededo and Barrigada, 
Territory of Guam 

PREPARED FOR 

Guam Airport Authority 
P. 0. Box 8770 

Tamuning, Guam 969 1 1 

DATE OF VALUATION 

February 15, 1991 
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@ RJ ~ssociates, Inc. O, 
Pacific Real Estate Advisory Services 

173 Aspinall Avenue, Suite 201 &an& Guam 96910 
Telephone: (671) 4728472 

Fax: (671) 477-5873 

February 28, 199 1 

Mr. Jess Q. Tomes 
Executive Manager 
Guam Airport Authority 
P.O. Box .8770 
Tamuning, Guam 969 1 1 

Dear Mr. Torres: 

In accordance with your request, we are submitting to you a written appraisal report of the 
Guam Airport Authority Industrial Park, which is developed land located in the 
Municipalities of Dededo and Barrigada in the Territory of Guam. The purpose of this 
appraisal is to estimate the fee simple value of the subject properties. In addition, this 
report contains calculations used in determining a fair market rental rate for proposed land 
leases. In addition, a return on the investment is included as part of the lease analysis. 
Market value, as used herein, is defined in the body of this report. The legal and physical 
description of the properties appraised are also included in the report. 

The methods which have been used as well as all pertinent data gathered have been 
summarized for inclusion in this report. All information has been obtained from sources 
believed to be reliable. We certify that we have no present or contemplated future interest 
in this property beyond the estimates of value. 

Your attention is specifically directed to the Limiting Conditions and Assumptions and to 
the Appraiser's Comments where the parameters of this assignment are outlined in more 
detail. Our estimate of value and the associated financial estimates are intended solely for 
your information and may not be used for any purpose other than indicated in the appraisal. 

Our report is based on estimates, assumptions and other information developed from our 
research of the market, knowledge of the industry and meetings during which certain 
information was provided to us. The sources cf information and basis of the estimates and 
assumptions are stated in the appropriate sections of the report. RJ Associates, Inc. has not, 
as part of its valuation, performed an audit or review of any of the financial information 
used and, therefore, does not express an opinion or any other form of assurance with regard 
to same. Under the terms of this engagement, we have an obligation to update this report 
and the estimated financial results to reflect events or conditions which occur subsequent 

!EAL i;STATE ADVISORY A S D  VAI.UATION S E R V I C E S  S P E C I A L I Z I N G  I S  T H E  PAC:FIC HIM. 



Mr. Jess Q. Torres 
February 28, 1991 
Page Two 

to the date of this report for a period of one year. After -'.is period we will be available to 
discuss the necessity for revision resulting from changes in economic or market factors 
affecting the property. 

The accompanying prospective financial analyses are based on estimates and assumptions 
developed in connection with our market research. However, some assumptions inevitably 
will not materialize, and unanticipated events and circumstances may occur; therefore, actual 
results achieved during the period covered by our prospective financial analyses will vary 
from our estimates and the variations may be material. 

Further, we have not been engaged to evaluate tne effectiveness of management, and we 
are not responsible for future marketing efforts and other management actions upon which 
actual results will depend. 

Since our report and the financial analyses are based on estimates and assumptions which 
are inherently subject to uncertainty and variation depending upon evolving events, we do 
not represent them as results that wiil actually be achieved. 

Neither the whole, nor any part o i  this report or any reference thereto may be included in 
any document, statement or circular without RJ Associates, Inc. 's prior written approval of 
the form and context in which it will appear. 

As a result of our investigation and analysis. it is our opinion that the market value of the 
subject property, as of February 15, 1991 as follows: $22,218,060or $258 per square meter 
on an individual lot basis and a present value considering the time to lease the properties 
of $20,970,000or $234 per square meter. 

Respectfully submitted, 

FLJ ASSOCIATES, INC. 

Richard E. Jonberg, Jr. 
Principal Appraiser 
REJImh 



Statement of Limiting Conditions 

Title to the property is assumed :o be good and marketable. 

No responsibility for legal matters is assumed, nor are the appraisers required to give 
testimony or appear in court unless prior arrangements have been made in writing. 

All information in this report has been obtained from sources deemed to be reliable. 
The appraiser cannot, however, guarantee or be responsible for the accuracy of 
information furnished by others. 

Sketches and reproductions in this report are intended for illustrative purposes only. 

~ossession of this report does not grant the right of reproduction of all or part of the 
contents of the report without the written consent of the appraisers. 

Neither all nor any part of the contents of this report shall be conveyed to the public 
through advertising, public relations. r,ews, sales or other media wiihout the written 
consent and approval of the authors. particularly as to valuation conclusions, the 
identity of the appraisers or firm with which they are connected, or any reference to 
the American Institute of Real Estate Appraisers. 

The report and data investigated, except that furnished by the client, remains the sole 
property of our firm. 

The terms of the agreement between the client and the authors are such that the 
authors have no obligation to upciate the report or revise it in any manner because 
of events or transactions uccuAnng subsequent to the date of such report. 

Loss or removal of any portion of this report invalidates the entire report. 

The appraisers assume that there are no hidden or unapparent conditions of the 
property, subsoil or structures which would render it more or less valuable. The 
appraisers do not assume responsibility for such conditions or for engineering which 
might be required. 

The report does not take into consideration the possibility of the existence of 
asbestos, PCP transformers, or other toxic hazardous, or contaminated substances 
and/or underground storage tanks conmning hazardous material. The report does 
not consider the cost of encapsulation treatment or removal of such material. If the 
clienvproperty owner has a concern over the existence of such conditions in the 
subject property, the appraisers consider it imperative to ret-.In the services of a 
qualified engineer or contractor to determine the existencL a d  extent of such 
hazardous conditions. Such consuitation should inciude the estimated cost associated 
with my required tratment or removal of hazardous material. 



APPRAISERS' COMMENTS 

The subject property consists of 12 lots in the Guam Airport Authority industrial 

park. The highest and best use of the subject is industrial warehouse development. The 

highest and best use is discussed in greater detail in the body of this report, but some of the 

essential conclusions follow: The property is located approximately 5,000 feet from the tip 

of the northern runway at the A.B. Won Pat International Airport, thus the property is 

included within the 7,000foot Accident Potential Zone I1 of the Air Installation Compatible 

Use Zone (AICUZ). U.S. Department of Defense encourages all development in this zone 

to be of low density. Therefore, a hotel development is not considered the highest and best 

use of the property, as this would be a high density development. 

In real estate appraisal the highest and best use of a property includes the uses that 

are reasonably probable of all legally permissible uses. By law, the property must be leased 

to airport related tenants, as part of the Guam Airport Authority Industrial Park. The 

highest and best use that is most reasonably probable is the planned industrial park. 

The lease for the property includes a 30 year term with two ten year optional 

extensions. The rental rate for the extensions is to be at market rent based on the 

concurrence of several appraisals. The thirty year period includes rental increases of 10 

percent each five years. While this lease structure is similar to most leases on Guam, the 

escalations average out to be less than 2 percent per year if compounded. This guarantees 

GAA an increase in rent even if the market value of land drops. If market value increases 

significantly, these rental increases may not maintain the same relationship with the market 

value of land, however. 



The subject has been appraised based on a review of comparable sales in the 

Harmon district of Guam. As the subject is a master planned development, the comparison 

to sales occurring in the Harmon area is necessary in so far as this area is closest and most 

competitive with the subject. 

No area within Harmon is master planned, so major differences exist with respect to 

the comparative advantages of the subject. .4 difficulty results because a comparable sales 

analysis is most effective when sales that occur have similar attributes as the subject. One 

of the difficult dimensioii ;t' this appraisal is the value attributed to the subject's master 

planned area. Since nothing on the island is comparable to the subject, it is the appraiser's 

estimate that the master planned aspect does provide additional value over sales occurring 

in the Harmon area. 

In the appraisal of real estate there are three commonly used approaches to value. 

They are: 

The Cost Approach - In this approach, the cost to reproduce or replace the 

improvements is estimated. A deduction is made for any depreciation, and the result is 

combined with the estimated value of the underlying land. This approach is applicable when 

each component is independently measurable, and when the sum of all components is 

believed to reflect market value. The approach is not applicable to unimproved land or 

obsolete improvements. 

The Sales Comparison Approach - This approach compares the subject property to 

other properties which have changed hands, preferably fairly recently. This approach is 

rnost meaningful when there is adequate market data involving comparable properties. 



Reliability of the approach varies directly with the quantity and quality of available market 

data. The lack of master planned sales in the Harmon area does present the need for some 

upward value adjustment. 

The Income Approach - This approach analyzes the property's capacity to generate 

income and converts this capacl~y into an indication of market value. The approach is 

suitable for properties which have obvious earning power and investment appeal, but 

inappropriate for pro@rties which have no readily discernible income potential. 

The Sales Comparison Approach is the only approach that has been used in this 

appraisal. As the subject is not income producing real estate, the Income Approach was not 

performed. Similarly, because the subject is developed land, the cost approach is not 

applicable. 

Additionally, the appraisal assignment included the derivation of market rent 

calculations. The rate of return has been prepared using the modified internal rate of 

return (hIIRR) and the internal rate of return (IRR). Since the land was acquired through 

a transfer, rather than an outright purchase, :he cost considered integral to the investment 

analysis is the appraised value of each site, since the sites could be sold today for the 

approximate appraised value, if the land were not subject to the 50 year lease requirement. 

The valuation presents an individual appraisal of each parcei. In addition, the 

appraisal presents an aggregate vaiue of all sites together. The individual values add up to 

more than the individual lot values, because a subdivision analysis is required when 

considering tne sell-off of such a large number of properties. Assuming the properties are 

vii 



leased over an assumed eighteen month period, the present value considerations (discussed 

in detail later) necessitate converting the future cash flows into today's dollars. Thus, the 

aggregate value is less than the value of the individual parcels. For negotiation purposes, 

the individual lot values and lease rent calculations should be used. 

The subject has certain property restrictions that are discussed in some detail in this 

repor,. The obligation to lease the property is mandated by law, and the impact of this 

obligation has been considered. Because rent is negotiated at market levels, the lease 

requirement does not affect the value conclusion. If the properties were leased at a below 

market rental rate, the leased fee value would be different than the market value. Such is 

not the case for the GAA industrial park, since the leases are being negotiated at market 

rental levels. 
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Location of the Property: 

G u m  Airport Authority Industrial Park 

Description of the Improvements: 

Site Description: 

Zoning: 

Flood Plain Status: 

Date of Valuation: 

Final Estimate of Value: 

The subject is located at the intersection 
of Routes 16 and 10-A approximately 2 
miles equidistant from the commercial 
areas of Tarnuning and Dededo in the 
Municipalities of Dededo and Barrigada in 
the Temtory of Guam. 

The subject is vacant land. Infrastructure 
suitable for the development of 
warehouses within the industrial park 
currently exists. 

The property is level with a crushed coral 
base. The 12 subject lots have been 
platted in the G.I.A.T. subdivision. Two 
right of ways allow access to all areas of 
the park from Route 10-A. The property 
consists of 85,977 square meters or 
925,439 square feet. The size represents 
2 1.25 acres. 

The site is zoned M-2, which represents 
Heavy Industrial Zoning in the Territory 
of Guam. 

The subject property is not located in a 
special 100 year flood hazard area as 
indicated by the Flood Hazard Map 
number 660001 0075 B for the Territory of 
Guam. 

February 15. 199 1 

Sales Approach 
Individual Lot Value $22,218,060 
Present Value of 

Leased Properties $20,970,000 





Subject Photos 

View of a portion of subject (looking south from northwest comer of site) along Route 16. 

View of subject looking southwest from northwest comer of property. Area below cliffline 
to right is Harmon industrial area. 
(Photos Taken 2/22/91 by Rich Jortberg) 
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Subject Photos 

View of entrance of subject from Route 10-A. View is lookinn to the northeast. Note 
subjec 

View looking north into eastern entrance to the park (by Route 16). Light is located on 
Lot, Block 1. 
(Photos Taken 2/22/91 by Rich Jortberg) 
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Subject Photos 

View of a Block 4, Lot 1 with photo taken from Route 10-A looking west. 

View from northwest comer of property looking at Harmon industrial area. 
(Photos Taken 2/22/91 by Rich Jortberg) 
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IDLYTIFICATION OF THE PROPERTY 

The property is known more precisely defined below. The property is commonly 

known as the Guam International Air Terminal Industral Park in the Municipalities of 

Dededo and Bamgada of the Territory of Guam. 

Guam Alrport Authonty 
Industrial Park 

- 
Parcel 
Descnpt~on 

Block 1 ,  Lot 1 
Block 1 ,  Lot 2 
Block 1 ,  Lot 3 
Block 1 ,  Lot 4 
Block 1, Lot 5 
Block 1, Lot 6 
Block 1. Lot 7 
Block 1 .  Lot 8 
Block 1 ,  Lot 9 
Block 1, Lot 10 
Block 2, Lot 1 
Block 4, Lot 1 

Slzz (SF) 

33,357 
48,296 
34.480 
96,952 
38,202 
39.956 
44.034 
34,979 
27,109 
21,775 
6 1,448 

430.85 1 

Legal Descriptions: 

Block 1, Lots 1 through 10; Block 2, Lot 1: and Block 4, Lot 1, Tract number 1427, 

Guam International Air Terminal Industrial Park, Municipalities of Bamgada and Dededo, 

Guam, containing an area of approximately 85,977 square meters or 925,439 square feet, as 

shown on Drawia;g Number DS1-S-88-25 dated March 30, 1989, prepared by registered land 

surveyor Nestono C. Ignacio, RLS Number 65. This was recently approved and recorded 



with Department of Land Management. The subject was prev~ousiy part o i  the following 

legal description was Lot P11.5 REM which consisted of 186,962 square meters. 

.Area of Site: 

The square meter is ihe common mehod of measurement used on Guam. One 

square meter contains 10.764 square feet, or 4,046.Sj square meters per acre. The site 

consists of 12 parcels-- which are of v q i n g  shapes, containing 85,977 square meters or 

925,439 square feet. The site contains 21.25 acres. 

PROPERTY RIGHTS APPRAISED 

The properry rights appraised are fee simple. The definition of leased fee estate is 

also included since the leased fee value should equal the fee simple value when rent is at 

market levels. 

Fee Simple is defined as: 

"Absolute ownership unencumbered by anv other interest or estare;subject only to the limitarionr of eminem 
domain, escneat, poiice power, and taxation. "' 

Lased fee estate is defined as: 

"An ownership interest held by the landlord with the riqhrof w e  and occupanq convtyd by lease to others; 
usually comists of the rightto recetve rent and the rrqhtto repossession at the termination of the lease. "' 

This definition is taken from the Dictionary of Real Estate Appraisal. 

' -5s definition is taken from the Dictionarv of Real Estate Appraisal. 



EFFECTWE DATE OF VALUE 

The date of which this appraisal shall apply is February 15, 1991. 

DEFINITION OF 3fARKET VALUE 

For the purpose of this report, the definition of value shall be that of Market Value, which 

is defined as follows: 

*?he most probabb price in cmh, r e m  equivalenr to cash, or in other precisely revealed renns, for which 
the appraised propeny will sell in competitive marker under all conditions requisite to fair sale, wirh the 
b q e r  and seller, each actlnqprudentlv, knowledgeably, and for self-inrerest,and msuming rhat neither is 
under undue duress. 

Fundamental arsumptionr and condirionr presumed in rhis definition are: 

1. Buyer and seller are motivated by setf interest. 
2. Bqer and seller are well irfonned arul are acting prudently. 
3. The property is exposed for a reasonable time on the open marker. 
4. Pwmenr is made in cash, its equivalent or in specrjiedfinancing terms. 
C _.. Specifiedjinancing , if any, may be the financing aawlly  in place or on terms generally available 

jbr the propeny Vpe in its locale on the effective appraisal dare. 
6. ?he efecr, If any, on rhe amounr  marker value oj-atypicalfinancing, senlrces, orjees shall be 

clearly and precisely relaaled in the appraisal report. J 

PURPOSE OF THE APPRAISAL 

The purpose of this appraisal is to estimate the fee simple value of the subject 

property described herein. The purpose of this appraisal will also include the determination 

of an appropriate rental rate for prospective tenants for the industrial park. 

' The Dictionary of Real Estate Appraisal, The American Institute of Real Estate 
Appraisers, 1984, Page 193. 



BACKGROLPJ?) ON THE TERRITORY OF GUAM 

As the value of the subject property is intluenced by the economic climate on Guam, 

an overview of the history and specific forces affecting market value is provided for readers 

not familiar with the Temtory or Guam. 

Guam was formed through an uplift of undersea volcanoes and is surrounded by coral 

reers near the shore. The island is composed of two distinct geologic areas of about equal 

size. The northern part of the island is a high limestone plateau rising approximately 850 

feet above sea level. The southern region is mountainous with elevations of 700 to 1,300 

feet. The U.S. military presence is most notable in the northern portion of the island. With 

land acquisition for the proposed construction of several major hotels, the southern portion 

of :he island is likely to become more developed for tourism, however the north central 

portion of the island remains most developed. 

Geographically, Guam is the southernmost island of the Mariana Islands in the 

'Hestern Pacific. The island is 6,000 miles from San Francisco, 3,700 miles from Honolulu, 

and 1,500 miles from Tokyo. The land area of Guam is approximately 2 12 square miles; 

the island is approximately 30 miles long and 4 to 9 miles wide. Major cities include 

Tamuning, Agana and Tumon Bay. With an annual growth rate of 2.1 percent, the 

population of Guam in 1990 was estimated to be 131,000 - up from 105,979 in 1980. 

Archaeological evidence indicates that Guam has been settled since about 2000 B.C. 

The 'md was discovered for the western world by the Portuguese explorer Ferdinand 

hlagellan in 1521, and claimed for Spain in 1565. Jesuit missionaries arrived in 1668 to 

convert the populace to Christianity, and for the next 200 years, Guam remained a Spanish 



colony administered from Mexico. 

Guam was ceded by Spain to the United States following the Spanish - American 

LVar in 1898. From 1898 and until 1950, :he island was administered by the United States 

Navy; since then, the Department of the Interior has been responsible for the temtory. 

During World War I1 however. Guam was the only U.S. soil to be occupied by Japanese 

forces. Until 1962, Guam had security ciearance restrictions whereby only U.S. military 

personnel and Guam residents were permitted entry. Consequently, the economy became 

heavily dependent on the military and the federal government. 

As a territory of the United States, Guam is unique in that it has territorial privileges. 

The island has a non-voting member of the House of Representatives. The official language 

is English. The currency is the U.S. dollar, and the residents are U.S. citizens. The Superior 

Court of Guam has jurisdiction over local legal matters with the U.S. District Court (9th 

Circuit Court of California) having jurisdiction over federal matters as well as constitutional 

and appellate issues. 

Guam is administered under the 1950 Organic Act of Guam. Plans are underway 

to change the island's status to that of a commonwealth; it is anticipated that this change 

in the political relationship with the federal government would ease some legal constraints 

that hamper economic development. The executive branch of government is headed by a 

governor elected by voters at large for a four-year term. Guam has a unicameral legislature 

consisting of 21 senators elected for two-year terms. The most recent election for governor 

and senators was held in 1990. 

The District Court of Guam, headed by a judge appointed by the U.S. president for 



an eight-year term, has jurisdiction over A1 cases arising under the Constitution, federal laws 

and treaties. The Superior Court of Guam handles all other cases arising under the laws 

of Guam. Appeals may be made to the Ninth Circuit Court of Appeals or to the U.S. 

Supreme Court. 

Guam's tropical climate is warm regardless of the time of year. Temperatures range 

between 75 and 86 degrees, however the mean annual temperature is 81 degrees. The 

average yearly precipitation is 90 inches. Guam periodically experiences tropical storms and 

typhoons. It is anticyated that an average of one storm each ten years causes significant 

damage. Consequently, building codes on the island require structural augmentation to 

withstand high winds. 

Guam's economy is based on two main sources of revenue: military spending and 

tourism. Federal expenditures in 1985 amounted to more than $600 million, of which $300 

million were for salaries. and more than $100 million were for purchases in the 1oca.I 

economy. Retail sales in 1989 were $963.2 million and tourism (covered in greater detail 

later) was estimated to account for $514.1 million in (approximately $770 per tourist). 

Guam has satellite and cable links that provide international telephone, telex, 

telegram. facsimile and data communication services. Two private companies operate 

international communications, and the local telephone exchange is operated by the Guam 

Telephone Authority. Guam is included in the U.S. domestic postal operations, and postal 

rates are the same as in the U.S. 

Guam's tax system is similar to the U.S. Internal Revenue code except for Temtorial 

tax and investment incentives which permit rebates on business income tax. Guam is a 



duty-free port and has no sales tax or value added tax, there is a Gross Receipts tax of 4 %  

however. Personal income tax laws are the same as U.S. laws, and are applicable to citizens, 

residents and non-residents. Wages are subject to withholding at U.S. rates. 

Travel requirements for Guam are limited as the island is a U.S. territory. U.S. 

visitors need only show some form of U.S. citizenship to be allowed entrance. Visitors from 

other nationalities must comply with entrance requirements imposed on the manland 

United States. Certain- visitors, however, do not have any visa requirements as a visa waiver 

program allows citizens from c~;-ain approved countries (Japan, Taiwan, New Zealand, 

Australia, Indonesia. etc.) visitation rights for up to 14 days without needing to obtain a visa. 

The indigenous people of Guam are Chamorros, a Micronesian group with a mixture 

of SF: ';:h, Mexican and Filipino and indigenous blood. Present day Guam is a 

cosmopolitan community featuring large populations of Filipinos, Japanese, "stateside" 

Americans, Chinese, Koreans, and islanders from throughout Micronesia, as well as 

Europeans, Vietnamese and Indians. 

Land ownership on the island is estimated to be about 33% private, 33% 

Government of Guam, and 33 % Federal Government. Private land holdings are in the 

hands of many individuals, unlike private land holdings in Hawaii much of which is held by 

either families or trust organizations. Military bases constitute the bulk of federal land 

holdings. The implications of this ownership are important as limited private land is 

available for real estate development. Particularly limited is land with strong development 

~otential. 

An international standard of financial services is offered on Guam by 16 commercial 



banks, three savings and ioan associations, 12 finance companies and three credit unions. 

Four foreign bank branches provide deposit facilities for off-island clients for local clients. 

In general, the financial community has enjoyed limited competition, as Guam is considered 

too far away for other U.S. based lenders to invest in developing a strong customer base. 

As a U.S. temtory, Guam does not deal directly with foreign governments. Consular 

offices on Guam are mainmned by Japan, South Korea, Nauru and the Phi!:-pines; and 

the Federated States-- of Micronesia, Palau and the Commonwealth of the Northern 

Marianas have liaison offices. The Guam Economic Development Authority has offices in 

Hong Kong and Taipei; Guam Visitors Bureau has a Tokyo branch, and has marketing 

representatives in New York, Toronto, Frankfurt, Seoul and Taipei. 

Eleven local and international carriers link Guam with Hawaii and the U.S. 

mainland, with Japan, Taiwan and Korea and other Asian destinations, and with Australia, 

Bali, Papua New Guinea, the Philippines and other major destinations in the Pacific. At 

present. these routes are services by ContinentalIAir Micronesia, Northwest Airlines, 

Philippine Air, Japan Air Lines, Korean Airlines, All Nippon Airlines and Hawaiian 

Airlines. ContinentalIAir Micronesia fiies to Saipan and throughout the rest of Micronesia, 

and small inter-island carriers operate service to the Northern Marianas. Air Thailand is 

initiating travel to Guam in the near future. 



TOLTRISiCl LN GtTiLxI 

In 1962, after the secunty restrictions were removed and free travel was allowed. 

tourism became an important component of the Guam economy. The impact was minimal 

initially, however direct tourism revenues (i.e. room tax revenues, arrival taxes etc.) 

currently contribute 18 percent of all Government of Guam revenues. 

While never considered a primary destination resort area for United States residents. 

the island. has been perceived in Asian circles as a nearby, yet foreign, vacation area. An 

analogous situation for U.S. residents is the number of vacation packages available for travel 

to many of the Caribbean islands or Mexican resorts. These tnps are relatively inexpensive 

and nearby in terms of air travel. As Tokyo is a three hour tli,.,r, Guam has become 

popular for these short vacations. 

In the early 1970's Guam became a popular destination island for Japanese 

honeymooners and businessmen. Because of relatively inexpensive tour packages, Guam 

has become a popular destination for many Japanese honeymooners trips as well as 

company paid group holidays, conference or golf trips. Guam has recently matured so that 

many of the visitors to Guam are on their third or fourth trip to the island. 

While Japan has been the most significant source of tourists, other areas have 

emerged to compliment this growth. Australia, Taiwan, Korea, and Hong Kong have 

emerged as new, strong growth markets for Guam's tourism. The Australian growth is due 

:n part to regulated airfares allowing less expensive travel to Guam than within Australia. 

As Korea and Taiwan have become more wealthy. res~dents are just beginning to travel 

abroad. In essence, Korea and Taiwan today are figuratively where Japan was years ago. 



AREA ECONOkIIC ANALYSIS 

The subject property is located in the central portion of the Territory of Guam in 

close proximity to the Harmon industrial area and approximately two miles from Tamuning 

and Dededo in the hlunicipalities of Dededo and Barrigada. The market value, present 

demand and future prospects of the subject are influenced by the general economic climate 

of rile Temtory of Guam as well as the overall economic conditions of the Tamuning- 

Dededo-Harmon areas. 

The Territory of Guam's economic growth has been inconsistent since 1970. Because 

of its reliance on oil, Guam was hard hit  economically in part due to decreasing tourist visits 

in the oil embargo years. With the strong military reputation and the lengthy distance from 

the mainland U.S. ,economic growth from U.S. based sectors has been limited at best. Since 

1984, however, Guam's economy has experienced rapid growth, principally in tourism and 

construction related Standard Industry Classifications (S.I.C. Codes). The table on the 

following page provides an overview of some of Guam's leading economic indicators. 

Growth in tourist visits has jumped from 300,800 in 1980 to 780,209 in 1990, and this 

growth will likely jump to new levels as additional hotel rooms are opened in the near 

future. After growing 21 % from 1987 to 1988, the growth in the number of visitors arriving 

on Guam slowed to an estimated 14 % from 1988 to 1989 and 17% from 1989 to 1990. With 

a minimum of approximately 1,700 hotel rooms opening in 1990- 199 1, the economic impact 

on Guam is anticipated to be far reaching. Tourist visits have not increased at the same 

rate since many of the quality hotel rooms remain nearly 100% occupied. 



I x i ~ d i e g  Eco~lontic Indicators 
Territory of C u i m  
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Population growth has lagged behind the strong tourism growth. With limited 

population growth. the unemployment rate has correspondingly dropped as increased tourist 

visits have increased service sector demand. The unemployment rate in 1980 was 9.9 % and 

dropped to 3.3% in 1989, which was the lowest of any U.S. statistical measurement area. 

To increase the labor pool on Guam, empioyers have begun scouting other islands in the 

Marianas for potential employees. 

Gross Business 'Receipt collections have increased approximately 9.7 % per year from 

1980 to 1989. This increase also indicates the rapid growth of the retail and service sectors 

of Guam's economy. The value of new construction increased from $34,000,000 to 

$364,000,000during the same time frame. This increase primarily consists of several hotel 

and condominium projects in the Tumon and Tamuning areas. 

In addition to the strong tourism oase, the Territory of Guam's economy relies on 

military expenditures as a Cornerstone. Military expenditures have increased approximately 

700% since 1980, due in large part to the Reagan-era military buildup. Military 

expenditures increased 10% from $444.8 million in fiscal 1988 to an estimated $490 million 

in 1989. Military expenditures are anticipated to decline in 1990, however, because of the 

congressional decision to eliminate the B-52G squadron at Anderson Air Force Base. With 

unrest in the Philippines, long term military spending will likely remain a significant 

component of Guam's economy, however. 

Guam's economic makeup is driven more by imports than by exports. In 1980. 

exports totaled $61,023,487 while the imports were $544,178,747. In addition, the amount 

of air cargo loaded and unloaded on Guam has increased significantly since 1980. In 1980 



a total of 21,947,000 pounds were loaded and unloaded and in 1989 this figure grew to 

109,948,000pounds. These figures would indicate that the need for industrial/storage space 

on Guam has increased significantly over the past 10 years. 

Air Cargo Overview 
Guam Airport Authority 

1985-1 989 
Thousand Pounds 
1m.m - 
100,000 - 

80.000 ,- ! 

Year 

Cargo Unloaded 4 Cargo Loaded Total Cargo 
S a r c a  GAA & RI Asscxraes ~nc 

In summary, while tourism conditions on Guam have historically been inconsistent, 

the recent economic growth and the concurrent increased investment should cause greater 

economic stability in the future. A diversified economic base remains desirable, however, 

and efforts to broaden other non-tourism related developments should be encouraged. The 

Guam Airport Authority Industrial park is well timed to meet much of the pent-up demand 

for additional storageiindustrial space. 

The effect of the Iraqi invasion with the commencement of the war in the Persian 



Gulf has slowed the pace of investment throughout the world. Most investors are talung a 

wait and see attitude before committing to large international developments. Land values 

have not dropped because of the cris,s, but the pace of investment has slowed somewhat. 

It is anticipated that land values on Guam will remain stable or increase in the future, with 

increases tied to the conclusion of the war. Japanese financial market instability has also 

affected the investment climate on Guam. 

HISTORY OF THE PROPERTY 

The subject was formerly known as a part of Lot P14.5 REM in the Municipality of 

Dededo. Through a Deed of Conveyance (document number 297,569) signed on October 

20, 1978, the Government of Guam granted title to this land to the Guam Airport Authority. 

No additional transfers are recorded, and the Guam Airport Authority is the fee simple 

owner of the land. The property has been developed with sufficient infrastructure to 

support the Guam Airport Authority industrial park. To  support this development, the 

legislature created an act (included in the appendix) which obligates the Guam Airport 

Authority to c e m n  conditions regarding the use of the property. These conditions are 

discussed in greater detail under the property restrictions. 

PROPERTY RESTRICTIONS 

Certain restrictions apply to the use and development of the Guam Airport Authority 

Industrial Park. Rather than having the ability to sell the property on an outright basis, 

GAA is obligated by law to lease the land based on the GAA Industrial Park Ground Lease. 



The term of this lease is 30 years with two ten year optional renewal periods at market rent. 

The rental rate for the initial 30 years is adjusted upwards from the first year rental rate by 

an amount of 10% at the commencement of each following five year period. While this 

lease structure is similar to most leases on Guam, the escalations average out to be less than 

2 percent per year if compounded. This guarantees GAA an increase in rent even if the 

market value of land drops. If market value increases significantly, these rental increases 

may not maintain the--Same relationship with the market value of land, however. 

With leases negotiated at market rents with escalations, the necessity of leasing versus 

selling the property has no discernable affect on value. If the leases, by law, had to be 

negot~ated at below market or above market rent, the lease requirement would affect the 

value of the property. Such is not the case, since the rental rate is at market level, and no 

positive or negative affect on value is observed. 

The tenant is obligated to pay a pro-rata share of the Common Area Expense (CAM) 

of the industrial park. This provision, while relatively new on Guam, is standard for most 

master-planned developments. Typically in Guam, leases are negotiated with all expenses 

paid directly by the tenant. With the CAM system, the costs are passed through to the 

tenant, but the tenant does not have the right to exclude what may be considered normal 

operating expenses. The tenant does, however, have the right to challenge the 

reasonableness of such expenses. 

From the standpoint of the valuation, the CAM system, though an excellent tool to 

insure the proper upkeep of the industrial park, may be considered a lia? .: by tenants who 

would rather have direct control of their expenses. This thinking may be represented in the 



market place, as the Harmon Industnal Park is not a well-maintained area. 

In contrast to this potential perceived disadvantage is the benefit of not having to pay 

property taxes. Since the land is government owned, property taxes do not have to be paid. 

These advantages and disadvantages are considered to be offsetting from the standpoint of 

the valuation. 

Another restriction to the use of the property is the requirement of aviation-related 

uses as a.prerequisite to tenancy. Page two of the law (provided in the appendix) states that 

"the lessee's use of the leased premises must be for airport or airport related businesses, 

~ncluding warehousing and light industry having a direct or indirect relationship with support 

and supply to airport lessees." 

In appraisal methodology, the test of the acceptability of an encumbrance is the affect 

that such an encumbrance would have on a potential purchaser. If the property were 

encumbered in such a way that a potential buyer would be adversely impacted, as evidenced 

by a below market purchase price, the value of the encumbrance could be determined. 

In the case of the suoject, by law the property can only -2 leased, so the answer to 

the impact of this airport-related use requirement can only be estimated. Based on the 

wording of the law, the tenants must have a direct or indirect relationship to support airport 

lessees. This is perceived as a marginal limitation in the spectrum of potential tenants, as 

indirect relationships can likely be construed if necessary. In addition, many business on 

Guam are vertically integrated, i.e. All Nippon Airways and Japan Air Lines, so that hotel 

and resort businesses as well as other businesses are indirectly related to the direct business 

of airline travel. Thus, the airport-related use requirement is expected to have no 



detrimental affect on the valuation of the subject. 

The property appears to be located in the Air Installation Compatible Use Zone 

(AICUZ) surrounding the airport. There are two general zones that are important with 

respect to the subject: the Noise Zone and the Accident Potential Zones. The Noise Zone 

indicates that noise from takeoffs and landings may affect the sites. Proper design 

considerations will minimize this impact, however, so this restriction is not considered 

onerous. - 

The Accident Potential Zone (APZ) is broken into three zones: a Clear Zone, 

immediately at the end of the runway, where no development is allowed. The Accident 

Potential Zone I is 3,000 feet wide and 5,000 feet long. Development in this zone is 

normally unacceptable. Accident Potential Zone I1 is from 5,000 to 7,000 feet long by 3,000 

k t  wide, and development in this zone is encouraged by the Department of Defense to be 

of very low density. The subject is approximately 5,000 feet from the northern 'ip of the 

northern/western runway. 

The proximity to the runway would place the subject in the Accident Potential Zone 

I1 category, and the requirement of low density development would be consistent with the 

planned industrial park. Based on this inclusion, an airport hotel, which some consider an 

acceptable use for the site, would be discouraged. 

In summary, the subject has certain property restrictions that direct the use and 

upkeep of the industrial park. Since many interested tenants have contacted the Guam 

Airport Authority as to inquire about the possibility of leasing space, these restrictions do 

not appear to be onerous. Because of the subject's good layout and access, the subject will 



. . 

likely lease quickly. 



TAX ASSESShiENT INFORMATION 

The assessed value is established by the Department of Revenue and Taxation, 

Government of Guam at 35 % of the market value as determined by the latest revaluation 

conducted. Real estate taxes are currently computed as 112 % of asse: . . J value on land. 

and 1 % of assessed value on improvements. 

It is important to note that assessed values in Guam rarely reflect 35% of market 

value. With such rapid increases in land prices, the Department of Revenue and Taxation 

have found market values difficult to track, so true market values exceed the Revenue and 

Taxation market value estimates. 

The subject property is Guam Airport Authority / Government of Guam land, and 

based on the laws governing the Territory, taxes are not paid for Government of Guam 

land. Thus, property taxes are not payable for the Guam Airport Authority Industrial Park. 

Prospective tenants will benefit by not having property tax obligations. If, however, the 

legislature determines that government land, specifically that land used for publiclprivate 

partnerships, should be taxed, the GAA lease passes through such taxes to the tenant. 



nROPERTY LOCATION DATA A\?) V I C I M n  .ANALYSIS 

The subject is located on Route iO-A. also icioun as Airport Road, in close proximity 

to the A. B. Won Pat Guam International Air Terminal. Route 16 borders the property to 

the north. These two 100 foot right-of-way thoroughfares lead to Route 1 (Marine Drive) 

to the north and Routes 8 and 10 to the south. The transportation system provides 

excellent access to ail areas of Guam. The subject is located in me Municipalities of 

Dededo and Barrigada, Dededo is home to the Harmon area, while Banigada is primarily 

a residential municipality. 

The subject is most influenced by the Harmon area, as the social and economic 

forces affecting Harmon area will equally impact the subject. The subject is a master 

planned industrial park, so the deficiencies of the Harmon industrial area will increase the 

appeal of the subject. The subject is located on the cliffline overlooking the Harmon 

industrial a 4. 

The Harmon industrial area, once a World War I1 airfield and later a drag strip, is 

a mixed-use area that is bounded by Marine Drive to the west and northwest, Route 16 to 

the northeast, and Route 10-A (the Airport Road) to the south. The Harmon area is known 

primarily as an industrial area, however some office. commercial and residential 

development is located within these boundaries. 

The Harmon area is well known as the home for the 500 acre Harmon Field 

Industrial Park. In addition, a weekly flea market operates in an area ir, the northeastern 

comer of Harmon. These uses, combined with the limited number of roads providing access 

throughout the Harmon area, have lead to a crowded, haphazardly developed area. (Please 



see the April 16. 1990 anicle summarizing the Harmon area in the appendix). 

Nevertheless, the limited amount of industrial space on Guam combined with the 

rapid, recent economic growth, have acted to increase both land values and rental rates 

throughout the Harmon area. Power. water, teiephone and sewer lines are available 

throughout most of the Harmon area. 

Industrially zoned land in the Harmon area ranges in sales to offerings from 

approximately $175-$275 per square meter. Land values have increased dramatically in the 

past several years, and rental rates have increased commensurately. Industrial space now 

rents from approximately S.80-.95 per square foot per month, but the rental rate for 

equivalent space one year ago was approximately $.60 per square foot per month. These 

rents are triple net, with the tenant paying all expenses. 

Growth in the development of the Harmon area is evidenced by the earlier increase 

in the number of building permits for the HarmonlDededo area. Lately, the number has 

declined as limited land is available for development in the Harmon area. The chart below 

illustrates the sb- in the number of building permits for the HarmonIDededo area in 

comparison with the island of Guam. 

Number of Construction Permits 
Terrttory of Guam; Harmon/Dededo 

1986-1 990 
Year 
3.300 , I 

Thousands 



Since these building permits rerlect iimited new development in the Municipality oi  

Dededo (of which Harmon is part), the demand for industrial space in the Harmon and 

subject area is expected to continue to increase. With many new hotel rooms nearing 

completion, additional tourists will likely visit Guam, especially after the cessation of the 

Gulf War, and these new tourists will generate additional industrial demand. Almost no 

industrial space is available for rent. It is our opinion that demand for industrial space will 

continue to grow, since Guam's economy continues to grow rapidly. 

The subject is separate from the Harmon area, and it's geographical distance will act 

to increase the popularity of the subject. The Harmon area is crowded, and the subject 

offers the advantage of being well-located on major roadways, nearby the airport. and 

master-planned. The development of the subject will help alleviate some of the pent-up 

industrial demand. Guam Airport Authority officials have indicated that the demand for 

the individual sites is high, and they have resorted to listing all of the potential tenants to 

reserve space. 

C'TILITZES 

Based on conversations with PUAG and Guam Power Authority officials, water, 

sewage and power are available to the site. 

ACCESS AND EASEhIENTS 

The subject lots have access to and .,I some cases frontage on Route 10-A. Route 

10-A is also known as the Airport Road, as it  provides access to the airport from the 



residential area of Bamgada and the commercial areas of Tamuning and Agana. Route 10- 

A intersects with Route 16 immediately north of the subject via a 3 way stop light. To the 

southwest, Route 10-A leads to Route 1, or Marine Drive, which is the most heavily 

travelled road on Guam. The subject has very good access to Routes 1 and 16, and thus no 

problems are recognized with respect to access to the subject. 

Block 4, Lot 1 has two easements on the eastern edge or its boundary. Lots 5 and 

6 are respectively utility and aviation gas easements. Since these easements are outside of 

the Block 4, Lot 1 property line. no adverse conditions exist with respect to the marketability 

of this site. Two additional easements are noted on the survey. Lots E and F are 

easements that provide access to Route 10-A from all lots in Block 1. These easements are 

necessary for access into the property. 



Guam's Zoning Law establishes regulations in order to: encourage the most 

appropriate uses of land; provide adequate open spaces around buildings; prevent undue 

concentration of population; assure adequate provisions for schools, parks, recreation and 

other infrastructure: and control the types of development which would create a nuisance 

andlor a health and safety hazard. 

Private properties on Guam are divided into eight zones: 

"A" - Rural Zone 
"Rl" - One-Family Dwelling Zone 
"R2" - Multiple-Family Dwelling Zone 
"C" - Commercial Zone 
"P" - Automobile Parhng Zone 
" hf 1 " - Light Industrial Zone 
"312"- Heavy Industrial Zone 
"H" - Resort Hotel Zone 

These zones are depicted on Official Zoning Maps, available at the Planning Division 

of the Department of Land Management. Each zone has permitted uses and conditional 

uses as well as height limitations and yard setback restrictions. If a proposed development 

is a permitted use and complied with the zone's regulations, Government review and 

approval is not necessary by either the SDRC (Subdivision and Development Review 

Committee) or the TLUC (Territorial Land Use Commission). 

The subject property is zoned "M-2" Heavy Industrial Zone. the uses for which are as 

follows: 



h.12 Heavy Industrial Zone: 

(a) Use Permitted 

1.  Any uses permitted in the "Ml  " zone, excepting residential use. 
2. Junk Yards. Under the special provisions set forth in Chapter X of this Title. 
3. Any other uses not specifically prohibited by law, including those which are or may 

be objectionable, obnoxious, or offensive by reason of odor, dust smoke. noise. 
gas fumes, cinders, vibrabons, or water carried waste. 

4. Uses customarily accessory to any of the uses herein permitted, and accessory 
buildings and structures. 

(b) Conditional Uses._ 
1 .A All Residential Uses. 
2. Accessory uses and structures for the above. 

&I1 Light Industrial Zone: 

(a) Uses Permitted 

1. ,4ny use permitted with or without condition in the commercial zone. 
2. The manufacturing, compounding, processing or treating of such products as drugs, 

cosmetics, and food products ( not including fish and meat products nor the 
rendering of fats and oils). 

3. The manufacturing, compounding, assembling or treating of articles or merchandise 
from previously prepared materials. 

4. Autom~oile repair shops including painting, body and fender work and rebuilding; 
truck and tractor repairing; and tire retreading. 

5 .  Bottling and packaging plants. 
6. Ceramic products manufacturing. 
7. Laundries and clean~ng and dyeing establishments. 
8. Machine shops and sheet metal shops. 
9. Warehouse and cold storage plants. 
10. Lumber yards, building material sales yards, contractor's equipment storage yards, 

and the like. 
11. Other uses which in the judgement of the Commissions, as evidenced by a 

resolution in writing, are similar to those listed herein. 
12. Uses customarily accessory to any of the above listed uses, and accessory 

buildings. 



(b) Conditional Uses 

1. Other industrial uses not objectionable, obnoxious, or offensive by reason of odor, 
dust smoke. noise, gas fumes, cinders, vibrations, tlashing lights or water 
carried waste. 

2. Utilities and public facilities. 
3. Accessory uses and buildings for the above. 

C Commercial zoning: 

(a) Use Permitted 

i .  One-Family dwellings. 
2. Duplexes. 
3. Wholesale and retail stores. shops and businesses. 
4. Amusement enterprises. 
5.  Automobile service station, including minor repair. 
6. Bakeries. 
7. Mortuaries. 
8. Offices, business or professional, and banks. 
9. Personal service shops, including barber shops, beauty parlors, laundromats, etc. 
10. Repair shops and service shops, including shoe repair shops. plumbing shops, 

dressmaking shops, etc., but not including automobile repair shops for major 
work. 

1 1. Restaurants and cafes. 
12. Studios 
13. Other uses which in the judgement of the Commission, as evidenced by resolution 
in writing, are similar to those listed herein. 
14. Uses customarily accessory to any of the above listed uses, including only those 

accessory to manufacturing, storage, compounding, or processing activities 
which are necessary for the ordinary conduct of said listed uses and which are 
an integrai part thereof. 

15. Accessory structures for the above. 

(b) Conditional Use 

1. Hospital and Clinics. 
2. Public utility and other public buildings. 
3. Shopping center. 
4. Recreation, including cochpits, mannas, amusement centers, drive-in theaters. 
5. Multi-family 
6. Hotels, moceis, tounst accommodations. 
7. Air, bus, taxi, auto-rental terminals. 



8. Auto sales and car was. 
9. Parking garage and lots. 
10. Service vehicle storage. 
1 1. Laundries and cleaning and dyeing establishments. 
12. Schools and churches. 
13. Parks, playgrounds, community centers. 
14. Utilities and public facilities. 
15. Accessory uses and structures for the above. 

Yard anc ;t area requirements for hl2, Heavy Industrial zoning follow: 
- 

Front Yard Depth 25 feet 
Rear Yard Depth 25 feet 
Side Yard Depth 15 feet 
Lot Width 120 feet 
Lot Area 40,000 sf 



SITE D E S C m I O N  

The 12 subject lots are level, somewhat irregular in shape, but this irregularity is not 

significant from the standpoint of the marketabiiity of the sites. The subject has been 

master planned and is well laid out with respect to the maximum development potential o i  

the property. 

The area is improved with power water and sewer to each lot. In addition, lights 

have been located thrQughout the park. A Common Area Management (CAM) mechanism 

has been created in the lease agreement signed by individual tenants. The CAM system 

provides a means whereby individual tenants are charged a pro-rata share of the 

management and operational expenses tied to the industrial park. The CAM system is 

widely used in master planned developments as a means of insuring continuity in the quality 

of the development. 

Following is additionai detailed information regarding the subject's physical 

characteristics. 

SOILS 

X map in the zippendix illustrates the soil types within the subject property. The 

predominant soils types in the subject are known as Soils 25,26, and 28, as identified in the 

U.S.D.A.Soi1 Survey o i  the Temtory of Guam. Soils 25 and 26 are known as Guam cobbly 

clay loam, 3 to 7 percent slopes and 7 to 15 percent slopes. Soil 28 is known as Guam- 

Urban land complex with 0-3 percent slopes. More demled information is presented below. 

Soil 25 is a very shallow, well drained soil and is found on limestone plateaus. 



Typically 5 to 10 percent of the soil is covered with gravel cobbles. Permeability of this soils 

is moderately rapid. Runoff is slow, and the hazard of water erosion is slight. This soil is 

used for commercial and subsistence farming, homesite and recreational development. The 

soil is poorly suited for subsistence farming and moderately suited for homesite 

de~:e!opment. The main limitation is the depth to bedrock, which makes excavation difficult 

ar;, ~xpensive. Septic tank absorption fields will not filter effluent properly. 

Soil 26 is also- found on limestone plateaus. The soil is very shallow and well 

drained. Permeability is moderately rapid, and available water capacity is very low. This 

soil is equal to Soil 25, so the depth to limestone or bedrock is equal. 

In general, Soil 28 :; .ound on limestone plateaus, and is about 55 percent Guam 

cobbly clay loam and 45 percent Urban land. The Guam cobbly clay loam is very shallow 

and well drained. Typically, the subsoil is dusky red cobbly clay loam about 15 centimeters 

thick over porous coralline limestone. Depth to limestone is 5 to 25 centimeters; however. 

because of cutting, filling, and levelling, limestone is at surface .a some places. The soil is 

neutral to mildly alkaline. Permeability of this soil is moderately rapid. Available water 

capacity is very low. Runoff is slow, and the hazard of water erosion is slight. The main 

limitation to development on this soil is the very shallow depth to limestone or coral, as 

excavation would be very expensive. Before planting trees and shrubs, the bedrock should 

be excavated to a depth of at least 50 centimeters and the area back filled. 

The subject has been graded and site work has been completed. The issues raised 

in the above discussion will be particularly important if excavations are desired, since 

crushed corai exists as the surface level of the soil. 



FLOOD PLANE STATUS 

A map of the subject's flooding potential is presented in the appendix. The property 

is not located within a special flood hazard area as is noted by FEMA map 66-075B. 

WETLANDS OVERVIEW 

A map of the national wetland map is presented in the appendix. There are no 

significant wetland areas located within the site. 



HIGHEST AND BEST USE AS IF VACANT 

In makmg a determination of the highest and best use of the subject property, the 

following factors have been considered: the uses that are physically possible, legally 

permissible, financially feasible and maximally productive. 

For purposes of this apprasal report, highest and best use is defined as follows: 

I .  Ihe reasonable ark -3bable use t h a  supoons the highest present value of vacant land or 
improved propeny,as defined, as of the ciare of the appraisal. 

7 * .  7 7 ~ ~  reasbnablv probable and legal use ofm land or sites as though vacant, found to be physically 
possible, appropriatelvsupponed,~~nciall~ feas~ble and that results in the highesrpresent land 
value. 

3. Ihe most profitable use. 

Implied in these definitions is rhar the determination of* hiqnesr and best use takes into account the 
contriburion of a specific use to the commurriry and communlry development goals as well as the benefits 
of rha use to irlciividual propemowners. Hence, in certain sirurnions the highest and best use of land 
may be for park,  greenbelrs,preservarion, conservation, wildlife habitats, and the like. ' 

Phvsically Possible 

The site is we11 suited for development. No physical constraints would decrease the 

deveiopability of the site. 

Lepallv Perrnisslole 

As previously mentioned, the subject is zoned M-2 through the Government of 

Guam. The subject is developed with sufficient infrastructure for the proposed industrial 

park. While others uses might be suitable for the development of the site (i.e., office or 

airport hotel) GAA approached the Government of Guam to change the zoning from A - 

' This definition is taken from The Dictionary of Real Estate Appraisal published in 
-984 by the ~merican Institute of Real Estate Appraisers. 



Agricultural to $1-2 for purpses of the industrial development. The fact that the property 

is located in the Air Installation Compatible Use Zone (AICUZ) would make high density 

development variances difficult to obtain. 

Thus. with GAAlgovernment participation, the legally permissible and reasonably 

probable uses have been narrowed to those uses within the M-2 zoning category. Based on 

the development of the infrastructure to prepare the site for the industrial park as well as 

the GAAlgovernment -led initiative to obtain the M-2 zoning, it  is the appraiser's opinion 

that the reasonably probable use for the land is the industrial park. 

Financiallv feasiblg 

Since only industrial development is considered reasonably probable for the site, 

the financial feasibility discussion will be limited to industrial development. Industrial 

Yacancy rates are very low on Guam, and little industrial space is available for sale or rent. 

Rental rates and industr3lly zoned land prices have risen in the past year. With the , 

addition of approximately 1,700 new hotel rooms from 1990- 199 1, the demand for ancillary 

industrial demand is anticipated to increase. The additional hotel rooms will be occupied 

by an expanding tourism base, and new tourists will necessitate additional industrial space 

tbr incremental storage needs. 

Currently, industrial developments on Guam are renting for 9.60 - $.95 per square 

foot per month ($7.20-S11.40per year) with the tenant paying all expenses related to the 

operation of the buildings. Land cost are estimated at $175-$275 per square meter ($16.26- 

925.55 per square foot). Building costs are not estimated to exceed $50 per square foot 



inclusive of shell, overhead, exterior, landscaping and design costs. Thus an industrial 

project would not likely exceed $66.26 to S75.55 per square foot in finished costs. With 

rental rates ranging from 37.23 to $1 1 .JO, a capitalized value (based on a 10 percent 

capitalization rate) of the ouildings would range from $72-51 14 per square foot. and profits 

would minimally range from 3 to 51 percent. Thus, the projects would be financially 

feasible. 

Maximallv Productive 

An industrial development as discussed above is considered the most productive use 

of the land given the high probability that the property will . ,eased as currently developed. 

Conclusion of Highest and Best Use As if Vacan! 

Based on a review of the subject and development trends on the island, the Highest 

and Best Use for the subject property is industrial development. 

HIGHEST iLND BEST USE AS IF IMPROVED 

The maximally productive use of the property would be an industrial park. As the 

property is vacant land, albeit developed with infrastructure, no additional analysis is 

required. 



APPRAISAL hETHODOLOGY 

The valuation process is a systematic procedure conducted to anive at an estimated value 

conclusion. The three recognized approaches to valuation are the Income Capitalization 

Approach, ~ n e  Cost Approach and the Sales Comparison Approach. 

NCOhlE CAPITALIZATIONAPPROACH 

The first step in the Income Approach is to estimate the market rental rate for the 

property by comparing the subject to other comparable retail projects in the general area. 

Next. the operating expenses and the resultant net income are estimated. The anticipated 

net income from the property is then processed into an estimate of value through the use 

of a capitalization rate or a Discounted Cash Flow analysis. Because the subject property 

is not currently income producing, the Income Capitalization Approach has not been used 

in this appraisal assignment. 



COST APPRO.ACH 

The Cost Approach is based primarily upon the principal of substitution, which 

states that a prudent purchaser would pay no more for a property than the cost to product 

another property with the same utility. The steps under the Cost Approach are as follows: 

1. Estimating the value of the land as if vacant by comparison with other properties. 

2.  Estimating tk reproduction or replacement cost new of the improvements. 

3. Deducting any depreciation which may be physical, functional or economic in 
nature. 

4. Adding the value of other depreciated on-site improvements to obtain the total 
depreciated value of the improvements. 

5 .  Adding the land value derived from the Market Approach to the total depreciated 
c&de, amving at the estimated property value under the Cost Approach. 

Because the property is undeveloped land, the Cost Approach is not considered 

relevant to this analysis. 



SALES COMPARISON APPROACH 

The Sales Comparison Approach provides a value indication based on an analysis 

of recent sales of comparable properties. The Sales Comparison Approach provides a value 

indication based on the analysis of recent sales of comparable properties. Differences 

between the comparable sales and the subject property are adjusted from the comparables 

to the subject. In essence, if a sale has a feature which is superior to the subject, a 

downward adjustment .is made for this feature. If the subject property is superior in some 

respect when compared to the comparable sale, an upward adjustment is required. The 

steps in applying the Sales Comparison Approach include the following: 

1. A study of the market is undertaken to select sales of properties which are 
considered the most comparable to the property being appraised. 

7 
A. Collection and verification of data regarding these properties as to sales price, date 

of sale, physical and locational characteristics, and any special conditions. 

3. An analysis of each comparable property to the property being appraised as to time 
of sale, location, physical characteristics and conditions of sale. 

4. Adjustments are made to each comparable property for dissimilarities between it 
and the property being appraised. 

5.  Reconciliation of the adjusted prices of the comparable properties into an indicated 
market value of the appraised property. 

6.  In the case of a longer term sell-out, future cash flows should be discounted to 
present value. 

For properties similar to the subject, sales are most frequently analyzed on the basis of the 

ales price per square meter. Perefore. only the price per square meter has been used in 

this analysis. Both a map and details of comparable properties are presented on the 



following pages. An adjustment grid for the valuation of each lot is presented following 

these sales comparables. 





Comparable Land Sale 1-A 

Legal Description: Lot 5164-R4 and 112 undivided interest in Lot 5164-R3 R/W 

Location: Interior location in Harmon off of Guerrero Road by SPE Guam 
and the Pacco warehouse. 

Document: Warranty Deed Document Number 342,970 

Date of Sale: October 12, 1990 
-- 

Sales Price: $8.5' $,000 

Sales Price per Unit: $260.96 per square meter (exclusive of right of way) 

Site Area: 
32,664 Square Meters 
35 1,595 Square Feet 
8.07 Acres 
9.780 Tsubo 

Financing Conditions: All cash to seller 

Grantor: 
Grantee: 

Rodney Tengan 
Fujiken Guam c/o Shoji Wakabayashi 

Zoning: M- 1 

Current Use: Vacant land 

Physical Characteristics: 
Topography: Sloping 
Shape: Irregular. north and e a t  border with square remainder. 
Utilities: Power and water are available within 100 feet of site. 
Access: Right of Way to interior Harmon roadways. 

Verified By: Mr. Wakabayashi of Fujiken Guam by Rich Jortberg. 

Comments: 
Mr. Wakabayashi would not disclose or verify the exact amount of 

the purchase price in this transaction. This sale is closely tied with Sale 1-B, as the lot size 
of Sale 1-B is 10,000 square meters larger than Sale I-A. It is the appraiser's estimation 



that the following scenario resulted in this transaction: Rodney Tengan acquired Lot 5 164- 
R3 (32,664 square meters, exclusive of the right of way) from 33 grantors through Sale 2-B 
at a price of approximately $206.80 per square meter on August 16, 1990. 

On July 9, however, Mr. Tengan entered into an agreement with Fujiken to sell 32.664 
square meters. This sale to Fujiken is saie 1-A, and the purchase from the 32 grantors is 
Sale 2-B. For providing the land to Fujiken. Tengan received Lot 5164-4 (10,000 square 
meters) of the original parcel. In addition. Tengan provided Fujiken a mortgage of $300,000 
(Document 332,972) secured by Lot 5 163-4. Thus, Tengan may have received $300.000 
(which he must pay back) and the 10,000 square meters to organize the transaction. The 
mortgage represents the difference between the sale price in Sale 1-B and Sale 1-A. Tengan 
may have received only partial ownership of the 10,000 square meters, but no other owners 
are on public record. .- 

A Joint Use Agreement (Document 342,97 1) gives Rodney Tengan and Fujiken Guam, 
Inc. joint use to the evenly divided 2,580 square meter Lot 5164-R3 R/W. 

From the standpoint of the valuation, the purchase price for Sale 1-A is $260.96, while 
the purchase price for sale 1-B is $206.80 per square meter. Nobody is willing to comment 
about the true sales price, as is frequently the case when such large sales occur on Guam. 
Because of the uncertainty involved in the sales price, we have concluded that a sales range 
from $225-$250 per square meter might more closely resemble the actual sales price. 

While the buyer may have been willing to pay $260.96 per square meter, the seller 
might have accepted and may in fact have received a lesser amount based on the complexity 
of this transaction. A requirement of market value is a true meeting of the minds, and it  
appears that some uncertainty remains regarding the awareness of both parties regarding 
the transaction. Based on the limited number of transactions, however, it is important to 
consider all sales that have occurred in the area. 

It is likely that the funds from this sale went directly to the 33 grantors, each of whom 
received a minimum of $275,000. Tengan received either the entire or a portion of the 
10,000 square meters, and the proceeds were likely distributed to the grantors in Sale 1-B. 



Comparable Land Sale 1-B 

Legal Description: Lot 5164-R3 

Location: Interior location in Harmon off of Guerrero Road by SPE Guam 
and the Pacco warehouse. 

Document: Warranty Deed Document Number 440,164 

Date of Sale: August 20, 1990 

Sales Price: _ $8,823,000 

Sales Price per Unit: $206.80 per .quare meter (exclusive of right of way) 

Site Area: 
42,664 Square Meters 
459,235 Square Feet 
10.54 Acres 
12,774 Tsubo 

Financing Conditions: All cash to seller 

Grantor: 

Grantee: 

Conception C. Flores, Rosita M. Tedtaotao, Rafael P. Mesa, Rufo 
C. Taitano. Rosa L.G. Salas and 28 other grantors. 
Rodney Tengan 

Zoning: M- 1 

Current Use: Vacant land 

Physical Characteristics: 
Topography: Sloping 
Shape: Irregular north and east border with square remainder. 
Utilities: Power and water are available within 100 feet of site. 
Access: Right of Way to interior Harmon roadways. 

Verified By: Public records by Rich Jortberg. Rufo Taitano (who had power of 
attorney for some of the grantors) was contacted and mentioned that Victor Perez was the 
broker in this transaction. Mr. Perez confirmed most of the details of the sale. 



Comments: 
A quitclaim deed was recorded in May 1989 from Marianas Pacific 

Inc. (Mike Flaheny - V.P.) which may have been to clear up title to the property. The 
document fee of the quitclaim deed does not indicate a price. A portion of this lot was later 
sold to Fujiken for approximately $261 per square meter (Sale 1-A). 

Mr. Perez mentioned that the purchase price occurred at $195 per square meter, and 
he mentioned that the lot size was 45,244 square meters. Since the right of way consists of 
approximately 2,580 square meters, the effective lot size is 42,664 square meters. The result 
is a sales price of $206.80 per square meter. 



Comparable Land Sale 2-A 

Legal Description: Lot 5160-6,5160-R7NEW-1, 5160-R7NEW-2, 5161-1-12R/W 

Location: Black construction parcel in interior location of Harmon. 

Document: Limited Warranty Deed Document Number 44 1,354 

Date 'of Sale: September 4, 1990 

Sales Price: $18,300,000 mortgage amount. Remainder unknown. 

Sales Price per Unit: $153.49 per square meter (wlo right of way and encroachment) 

Site Area: 
119,229 Square Meters (wlo 677 s.m. encroachment) 
1,283,381Square Feet 
29.46 Acres 
35,699 Tsubo 

Financing Conditions: All cash to seller 

Grantor: 
Grantee: 

Black Construction Pacific Corporation 
Kawashima (Guam) Co., Ltd. (Y.I. Kegame) 

Zoning: M- 1 

Current Use: Vacant land 

Physical Characteristics: 
Topography: Sloping 
S hape: Irregular north border with square remainder. 
Utilities: Power and water are available to site. 
Access: Right of Way to interior Harmon roadways. 

Verified By: Public records and Mr. Hamamoto of Kawashima Guam by Rich 
Jortberg . 

Comments: Mr. Hamamoto indicated that the recorded amount was an amount 
consisting of the debt borrowed to finance the purchase of the property. He was unwilling 
to disclose the equity amount paid in addition to the proceeds from third party financing. 
Typically, lenders require a loan to value ratio of 70-80 percent prior to financing. 
Therefore, the purchase price might have ranged from $192 to $219 per square meter. For 



the sake of the analysis, we have chosen an approximate value of $200 per square meter, 
but less reiiance has been placed on this sale. This sale is related to Sale 2-B. 

Property Area: 

Lot Size (SM) 
5 160-6 55,897 
5 160-R7NEW- 1 38,942 (wlo 677 sm encroachment) 
5 160-R7NEW-2 24.39Q 
Total 119,229 

1 19,906 with encroachment 

A neighboring propefty (Lot 55 16- 1 - 15 has encroached approximately 677 square meters 
onto Lot 5160-R7NEW-1. Since this amount is in dispute, the size has been left out of the 
lot size. 



Comparable Land Sale 2-B 

Legal Description: Lot 5 160-R7NEW-2 

Location: Black construction parcel in interior location of Harmon. 

Document: Limited Warranty Deeu Docurxnt Number 447,096 

Date of Sale: December 27, 1990 

Sales Price: $4,878,000 

Sales price per Unit: $200.00 

Site Area: 
24,390 Square Meters 
262,534 Square Feet 
6.03 Acres 
7,303 Tsubo 

Financing Conditions: All cash to seller 

Grantor: ~awashima Guam Co. Ltd. Mr. H. Hamamoto 
Grantee: Guam Harmon Partnership: Tomen Development Inc., Hamamoto 
Corporation Ltd. 

Zoning: M- 1 

Current Use: Vacant land 

Physical Characteristics: 
Topography: Sloping 
Shape: Irregular boundaries. 
Utilities: Power and water are available to site. 
Access: Right of Way to interior Harmon roadways. 

Verified By: Public records and Mr. Hamamoto of Harnamoto Corporation Lti 
by Rich Jortberg. 

Comments: 
This property was transferred by Mr. Hamamoto, the purchaser of 

Sale 2-A to one of his own business groups. He mentioned that the $200 per square meter 
figure was below market value. perhaps to minimize the payment of recording fees. This 
sale is given no weight in this analysis. 







G'U~IIII Airport Authority 
Idand Vuluation A n a l y s i s  

Block I ,  Lot 2 
As of February 15, 1991 

.h ie hit. I ~ a t r u l u a i t  Adj Cv\b F4u I ~ n d  Area Price Per l'iu~e Adj. I'bys. Total Adj. Weighttd 
Nu. I Nuruber I)nte af W e  P~ice Sq. Mtr. Sq. Mtr. 'rime Price Imatiuu Churw. Adj. 18rire Wt igh t  C o m p ~ ~ u s t  

I A LIIS 5 164-R4. etc W D  $8.524,O(W) 32,664 $225.00 8% $241.88 10% 15% 25% $30234 0 1 0  $30 2) 

I larmon OCI 9 0  (See notea) 
1 

I B IAM 5164 RJ W D  $8,823,(tOo 42,664 $206 80 11% $228 52 10% 15% 2 5 1  $285 65 0 lo $28 56 
t lentwn Aug-90 

2A 1 .II 5100-6, elc L ~ n ~ l l e r l  W D  $I8,l(W,O(K) llY.415 $2OlJtfJ 8% $116 50 10% 15% 2 5 1  J270bJ 0 0 5  $13 9J 

t l on ru~u  SC~I 90 (we note&) 

ZB 1 411 5 I 6 0  K7NEW 2 L111i1tcd W D  $4,X78.(XX) 24.390 S2W 00 2% $204 50 10% 10% 20% $245 40 000 SO 0.1 
Holmon Oc l  YO 

3 LAII 5156-1 WI) WIST S293,CNN 1,465 $ZOX)U) 3% 5206OU 10% 5% 15% 12Jh 90 0 IS  $35 54 
H a m n ~ n  Dcc-YO 

4 l ~ d s  5167 RI-5.4, R7 W D  $1,85l,OcU 9,975 $185 56 5% $195 31 10% 30% 40% $273 43 0 10 $27 34 
t inmum Nov-90 

5 141151595 3 WD $160,000 842 S lY007  8% $204 32 10% 5% 15% $23497 0 15 $35 25 
t l e r n n ~ ~ r  Scp 90 

6 Lo4 5 158-2-4 W D  SI~O,@HI 850 520000 11% $22250 10% 5% 15% $25588 0 1 5  $38 38 
t tamwn Jun 9 0  (me nolea) 

7 IABI 5165 I - R 6  W D  $1 ,640, lW 7,813 $209 91 17% $244 54 10% 0% 10% $269 00 O 20 $53 80 
t l a n o n  Mat-90 

TOTAL. . 1 . 00 
Sloc~~nnry  uf Adjusted Uuit VYlt~e 

U n ~ t  Value Range: S2J4.97 to $302 34 per quare m t c r  

Arilhmattc Mean. $263 80 per square meter 
Wrtghled Average $262 63 per y u r l t  n w e r  

Corrlusioa: $260 00 per quare meter 
Vduvtiotl 

4,487 sq.u~r(ers B) $260.00 = $1,166,620 

S~IIIILC HI AUMNIII~~I, Ayana, ( iurl l \  









<;u~II~ Airport Autlrority 
1,und Valuation Analysis 

Block I ,  Lot 4 
As of Februrrry 15, I991 

.Sale Ideal. I~l?itnuuc?nt A& Cask h u  h i d  Arvv Prr Time Adj. I'hys. Told Adj. W i g h t t d  - 
Nu. I m t  N u ~ u l w r  Ibate ut W e  R i c e  Sy. Mtr .  Sy. h l t r .  T ime R i c e  I m u t i u n  Charut. Adj. Price Wight C'empooeol 

$225.00 8% $241.88 10% 15% 25% $302.34 0.10 $30.23 
Harnwn (kt-Yo ( S e  IKPI~S) 

j 
1 B L A *  5164-R3 W D  $8,823,000 42,664 $206.80 11% $228.52 10% 15% 25% $285.65 0.10 $28.56 

I lannon Aug-YO 

2.4 Loc5160-6.e1c. L i n ~ i l e d W D  S11,104,0(30 119,415 SZ(K).(K) 8% $216.50 10% 5 25% $270.65 0.05 S 13.53 
I l r r r n t ~ t ~  Sep-90 (XC noleu) 

Ztl 1-01 5160 R7NEW 2 I itniled W D  $4,878.(@0 24,390 SZ(W,.(X) 2% $ 2 ~ . 5 0  10% 10% 20% ~ 2 4 5 . 4 )  0 t ~ )  $0 .CK, 

I larnu>t~ Oct-59 

J Lfl 5156-1 W D  wlJT $293 ,o(X) 1,465 $2CK).W 3% $206.00 10% 5% 15% 5236.9U 0.15 $35.54 
I l a r ~ r n ) ~ ~  I k i - 9 0  

4 L c ~ s  5167-RI-5A,-R7 W D  $l,85l,OOO 9.975 $185.56 5% $195.31 10% 30% 40% $273.43 0.10 527.34 
Itarmon NOV-YO 

5 L~I 5 I 59 -5 3 W L) $ lb0.(YK) 842 $190.07 8% $204.32 10% 5% 15% $234.97 0.15 $35.25 
H a n ~ n ~ t ~  Scp 90 

b h 5151-2-4 W D  S 170,1K)O 850 S2oO.W I I % $222.50 10% 5% 15% $255.80 0.IS $38.58 

H.~IIH)II Jun-90 (ace niNea) 

7 LAM 5165-I-R6 W D  5 1,640,000 7,813 $209.91 17% $244.54 10% 0 %  10% $269.00 0.20 $53.80 

Harnlon Mar-90 

Stuu~unry ot  Adj~uted Unit Value 
Unil  Value Rrugc: $234.97 to  $302.34 per yuare nwter 

Arithmrtic Mcan: $263 80 per nquare meter 
Weighked Average: $262 63 per quare  meler 

C u ~ l t ~ u u o :  $260.00 per quarc  meter 
V d u u ~  

9407 y. o~ders  Q $260.80 = S2.J41,#2U 

SIHI~CC: W Ammxiate~, Aga~m, G11.m 

















CU~IIII  Airport Aullrority 
Land Vuluatio~~ A~ulys is  

Block 1 ,  Lot 8 
As of Fel~ruitry 15, 199 1 

.Salt. Idtut. lustntnttnt Aclj C a ~ h  Equ Land Area Price Per T h e  Adj. I l y s .  T o t 4  Adj. Wtiglrt d 
Nu. [at Nuu~ber Ibntc of Sale Price Sq. Mtr.  Sq. hl t r .  ' T i c  Yrice lur i l t iou Charuc. Adj. Price Wtight Cumpmart 

$225 00 8% $241 88 10% 15% 25% $302 34 0 10 $30 23 
Ilarmott O c l  W (See l-~)tcs) J 

1 U Loc 5 164-R3 W D  58,823,000 42,664 $204 80 11% $228 52 10% 15% 25% $285 65 0 10 f2U 56 
tfannon Aug-90 

ZA L)t5160-6,ctc I t n l ~ t e d W D  $18,104,000 llY,415 $200 00 8% $216 50 15% 25% $270 6J 0 05 $13 53 
Itrnnon Sep 90 ( s e  mfle~) 

2l3 144 5lbO R7NEW 2 I tn~tted WD $4,878,000 24,390 $2(M 00 2% $2(W 50 10% 10% 20% $245 40 0 (K) $0 00 
l int trwn ( k t  YO 

3 Ld 5156 1 WD wlJT $291,(KK) 1,465 $20000 3% $20600 10% 5% 15% S23bYO 0 1 5  $35 54 
Hrrir~on L ~ L  90 

4 L&a 5167 RI-5A, K7 WD ~ 1 . 8 s 1 , ~  9.975 $185 56 5% S1Y5 31 10% 30% 40% $273 43 0 I 0  $27 34 
Harmon Nov-90 

5 Lr 5159.5 3 W D  $160,000 842 SlYO07 8% $2(M 32 10%. 5% 15% $234 97 0 I5  $35 25 
Hltrnlut~ Srp 90 

6 Lurt 5 158-2-4 W D  5 170,000 850 $200 00 11% $222 50 10% 5% 15% $255 88 0 I 5  $38 38 
Hannon Jun 90 (we nc~ea) 

7 LA* 5165 I-R6 WD 5 1,640,000 7,813 $209 91 17% $244 54 10% 0% 10% 326') (K) 0 2 0  $53 80 

t i a m ) n  Mar-90 

1 TOTAL.: 1.00 $262.63 
Su~~~mmry of A4justrd Unit Vdue 

Unit Value Range: $234 97 to $302.34 per squaw meter 

Anlhri\atic Mean: $263 80 per qt l r re meter 
Weighted Avenge. $262.63 per quare meter 

Conclusion: $265 00 per square meter 
Vduutiun 

3,250 y. r u d e n  @ $265.00 = $861,250 

Source RJ Aasoclatca, Agnna, Guam 



Culrtn Airport  Authority 
Land V l r i u a t i o ~ ~  A ~ ~ u l y s i s  

Black 1, Lcbt 8 
As of Fel)ruary 15, 199 1 

.%le Idrut. l u s t n ~ a ~ t n t  Adj Cwh F ? u  L a l ~ d  Area Price Per Tune Adj. l'hys. Totd A&. w*sb'rJ 
No. Imt Nlllc~brr I h ~ t c  of W e  Price Sq. Mtr. Sq. hltr. ' T i e  f i e  Imatiuu Charac. Adj. Price Wright Ccwpwet 

I A Lotr 5 164-R4, etc. W D  $8,524,000 32,664 $225 00 8% $241.88 10% 15% 25% $302 34 0 10 $30 23 
t l a m m  (kt 90 (See nolee) J 

1 U Loc 5164-R3 WD 58,823,000 42,664 $206 80 11% $228 52 10% 15% 25% $285 65 0 10 $28 56 
klannon Aug-90 

?A L i~151606 ,e t~  I tnit~ed WD $l8.104,000 119,415 S2(K) 00 8% $216 50 105, 15% 25% 5270 63 005 $13 53 
Harinon Scp 90 ( ~ e  m~les) 

2 U  l *PI 5 IbO R7NEW 2 1 t i i ~ r~cJ  WD $4,8711,o(Hl 24.390 $2(K)W 2% SZ(W50 10%> 10% 20% $24540 U ( N  $0 CX) 
t lcrrr~~~)n 0 2 1  YO 

3 l ~ s  5156-1 W D  wlJT S293,oW 1,465 ~2(n)o0 3 %  $ 2 ~ ~ 1  10% 5% 15% $23690 015  SJS 54 
Hdr~tic~n k c - 9 0  

4 L o l a  5167 Rl-5A, H7 W D  $I.BSl,(M 9 ,Y 75 $185 56 5% $195 31 10% 30% 40% $273 JJ 0 10 $27 34 
Harmon Nov-90 

5 L d  5 159-5-3 WD $160,(K)O 842 $19007 8% $204 32 10% 5% 15% $23497 0 15 $35 25 
Humton Sep 90 

6 h t  5 158-2-4 WD 5 170,000 850 $2OO(K) 11% $22250 10% 5% 15% $25588 015  $38 38 
Hannon lun-90 (see notes) 

7 L d  5165 I-R6 WD $ 1,640,000 7,813 5209 91 17% $244.54 10% 0% 10% $269 00 0 20 553 80 
t l a m ~ n  Mar-90 

I'OTAL. 1 00 $262.63 
Suurrnmry of AGustrd Uuit Vdue 

Unit Value Runye: $234.97 lo $302 34 per square meter 

Anthinalic Mean $263 80 per ytrare meter 
Weighted Avenge. $262.63 per rquarc m l e r  

Conrlusion: $265 00 per quare meter 
Vduatioo 

3,250 y. meters @ $265.00 = $861,250 

St)urce. RJ Aarur~atea, Agana, Guam 
4 

. . 



















Guit~lr Airport Autlrority 
Land Vuluatior~ Analysis 

Block 4, Lot I 
As of February 15, 1991 

Sale Cond. Lot TOTAL 
No. S i l ~  Shal~e Tope Z o ~ v  A ~ c s a s  of Sale Utilities Finish ADJUST 

32,664 Shght Irr Slight Slope hl  I 

4 5  Slight 11r S i g h  I hf I 
5 % 

Interior Cab11 P,W.S 
5 a 

Varied 
10 %. 

23,390 Slight Irr Slight Slogr. h4-l Interior Caul1 P . w , S  
5 5, 

Varied 
5 56 

3 
% Adj. 

4 
4% Adj. 

1,465 Slight Irl Level h l  1 
-5 i 

9,975 Namrw Sloping M 1 
-5 'K 5 % 5 X 

Old Aga~ia Lkd Rd. Carh P , w , S  

Interior Cash U ~ ~ k n o w n  

10% 5 % 

842 Slight Ilr Level M - I  
-5 Re 

US0 Slight Ilr l r v e l  M-  I 
-5 R 

Old Agarla-Dcd R J .  Cnvlr Unknown 

5 R 
Tannnc 

0% 

7.81 J Slight Itr Level M-l 
-5  !% 

Harn~on  Strip Wu Cash p , w , s  

Su11jt.t 40 027 irrcgi~lar l xve l  M 2 Airpurt Kcurd P.W.S lkveluprd 

Source: HJ Aswciates, Agann, Guam 



Comparable Analysis 

As part of the appraisal process, adjustments are made to comparable sales to 

adjust a comparable sale to the subject. The following overview will discuss the areas of 

adjustment in this appraisal. 

Adjustments are made to account for the time of the sale. Sales prices in Guam 

have risen rapidly in the last three years, with some prices doubling in several days. We 

estimate that a rate of Tncrease of 1.5 percent per month conservatively reflects the increase 

in land values on Guam today. An exhibit below indicates the recent growth of land prices 

on a monthly basis. 

Time Adjustment Analysis 
Guam Airport Authority 

Comparable Sale 5 9/12/90 5190 
5.22% 3.00 ,Mon~ha 1.74% 

Compsmblc Sale 3 111 12/90 $200 

The sales have been adjusted upward to account for this increase in value as of the appraisal 

date. Yet it is important to note that the increases in value have come at such a quick rate 

that the real estate values in Guam do not appear to be at equilibrium. 

Adjustments have been considered for the location of the comparable sales. We 

consider the Harmon area to be inferior to the area of the subject. A ten percent upward 



adjustment has been selected to account for the inferionty of the Harmon area. The 

upward adjustment accounts for the subject's master planning and its overall finish. 

An adjustment has been made for the size of the comparable property. Generally, 

the price per square meter decreases as the size of a comparable increases. Thus. 

properties considerably larger than the subject lot are adjusted upward to account for the 

subject's smaller size. In the case of Block 4, Lot 1 the size of smaller comparables require 

an downward adjustment. 

Adjustments are also made for the properties shape and topography. Since all of 

the comparables are somewhat irregular, but the only significantly poorer lot shape is that 

of Comparable 4. The long narrow shape would likely constrain the layout of the site. 

Other properties differences in dimensions are considered to be of minor importance. 

An adjustment has been made for access to a major road. blain roads in the area 

are Route 16, Harmon Strip, and the old Dededo-Agana road. The easier access provided 

by being located on a major roadway is considered a benefit. The subject's contiguity to 

Route 10-A and Route 16 with trat'fic controlled by a stoplight are positive factors with 

respect to leasing the lots. Sale 4 necessitates a 10 percent upward adjustment, because 

access to the property is in dispute. The Harmon Sink, a large drainage basin, must be used 

for access. 

Since all of the comparable sales are all cash transactions, adjustments are not 

necessary to account for cash equivalency. The zoning of each of the parcels has been 

considered. Though the subject is hl-2 zoned and the comparables are M-1 zoned, the 

additional M-2 permitted uses are unlikely to be considered for the property. M-2 zoning 



allows more noxious uses than M-1 zoning, but such uses (i.e.,a concrete production facility, 

slaughter facility, etc.) are inconsistent with the size and characteristics of the subject. 

Therefore, little additional value is generated by the M-2 zoning. 

Adjustments have been considered for the finish of the sales in comparison to the 

subject. The tarmac air runway surface is considered comparable to the subject as little site 

work is required prior to constructing a warehouse. Raw ground necessitates an upward 

adjustment ' because of additional site preparation costs. 

These sales are weighted for comparability to the subject. The weighing is based 

on the total number of adjustments required to bring a comparable to the level of the 

subject. Those sales with the fewer number of absolute adjustments are given greater 

weight. 

Based on this analysis, the adjusted values of the subject range from $235 to $302 

per square meter. The concluded value of each individual lot is summarized on the 

following page. Lots with frontage on Route 10-A are considered superior to interior lots, 

and these lots are valued at $265 per square meter. Lots with interior locations are valued 

at $260 per square meter. Block 4, Lot 1 is valued at $255 per square meter because of its 

larger size and interior location. 

It is anticipated that the property will be leased out over the next 18 months due 

to unavoidable delays based on negotiations, etc. Therefore it is necessary to consider the 

effect of the 18 month period on the value of the property. This is discussed in greater 

detad in the subdivision analysis. 



Guam Purport Authority 
Lndustnal Park Valuation 
As of  February 15, 1991 

7 

Parcel Value Lot 
D w n p t i o n  SIE (SM) Per SM Valuation 

Block 1, Lot 1 3,192 $265 $845,880 
Block 1, Lot 2 3,487 260 1,166,620 
Block 1, Lot 3 3,203 260 832,780 
Block 1, Lot 4 9,007 260 2,341,820 
Block 1, Lot 5 4,478 260 1,164,280 
Block 1, Lot 6 :,712 260 965,120 
Block 1, Lot 7 4,09 1 265 1,084.1 15 
Block 1, Lot 8 3,250 265 861,250 
Block 1, Lot 9 2.519 260 654,940 
Block 1, Lot 10 2,302 265 610,030 
Block 2, Lot 1 5,709 260 1.484,340 
Block 4, Lot 1 40,027 255 10,206,885 

Total 85,977 $258.42 $22,218,060 

Notes: 1 These values represent lot values and should be used for negotiations with prospective tensnu. 
Z The aggregate value, presented on a ioliowing page, reflects the trm required to iease the subject. 

3 These comments and assumptions contarned in the report are an intsgmi part of these sonclusiom. 
Source: RJ Associates. Inc. Agana. Guam 



SUBDIVISION LVALYSIS 

Because the subject will not likeiy be leased immediately due to time involved in 

l a se  negotiations, the value must reflect the time that will likely pass before the entire 

property is leased. While the property may go up in value in the near future, the concern 

in an appraisal is to reflect the value of the land as of the appraisal date. It is therefore 

necessary to consider the present value of the future income stream from the lease of the 

subjects. This is done by means of discounting future cash flows through the use of a 

discount factor calculated based on a discount rate. 

Discount Rate 

As the annual cash flows are estimated to occur through eighteen months. it is 

necessary io discount these values into a present value estimate. The present value is 

today's casn lump sum which represents the current value of the property. 

The discount rate used must reflect a sufficient rate of return for a developer or 

owner of property over the holding period. This rate must t a t  into consideration the time 

value of money and charges for holding costs. The rate must also reflect an adequate rate 

of return for the risk involved when compared to other types of investments. 

When analyzing discount rates, it is important to realize that all investments are in 

competition with each other for the investment dollar. The investor has a choice of (1) 

bank rate securities such as government bonds, industrial or municipal bonds, debentures, 

( 2 )  stocks and other securities, - 3) selected enterprises or other real estate investments 

at varying rates of return. The acceptable rate of return to the investor is affected by 



considerations of risk, burden of management, degree of liquidity and other factors 

(including personal preference). The anaiysis quite often follows the historical summation 

of these factors, known as a "built-up" rate. 

As an example, an adjustment for risk is added to a safe or minimum risk rate as 

an increment to compensate for the extent of risk believed to be involved in the use of the 

capital sum. An additional upward adjustment is made to the rate to account for the need 

for management of the investment. Another adjustment is usually made for non-liquidity 

due to the time required to re-lease or sale of the property. The re-lease period may vary 

with the general marketability of the type of property and the amount of the cash 

investment required. 

The principle of discounting money to be received in the future is based upon the 

fact that today's dollar can be invested to earn a return, while the expected future dollar not 

yet generated, cannot. The discount rate must reflect what is called the opportunity cost of 

capital. Thus, the investor is compensated by the discount rate for the current lost 

opportunity in investing in alternative assets. 



in order to determine the appropriate rate. we have reviewed current money rates 

listed below: 
Current Money Rates 
As of February 18, 199 1 

No. Type of Rate Interest1 Yield Rate 

1 Pnme Rate 9.00% 
2 U.S. 30 Year Bonds 8 .00% 
3 U.S.10YearBonds 7.75% 
4 Equiv U.S. 30 Year Bonds (before tax) 10.60% 
5 Corporate Bonds (A) 10.50% 
6 Guam Mortgage Rates 12-1.5% 
7 Guam Investors 8-15 46 

Source. The Wall Street Journal, Mernll Lynch, Guam Barh 

Guam is unique in that U.S. government bonds are non-taxable, so the safe rate of 

investment is much higher through buying U.S. bonds. The yields from these investments 

are after-tax, so an imputed befoce-tax rate is approximately 32 percent higher than the 

"after-tax" or quoted yield. This safe alternative effectively raises the minimum yield for 

riskier investments. 

Given the alternative investments available, and taking into account the risks 

associated with real estate development in Guam, we believe a 12.0% discount rate for the 

subject is appropriate. This return is considered equivalent to investments with comparable 

risks available today for the same time period. 

On the following page is the subdivision analysis. This analysis assumes that all of 

the lots are leased by September 30, 1992. The 12 percent discount rate is used on a 

quarterly basis. 



O l m m  
a- ' s -  

cu- r- m- 
'4 a m m 2  



The subdivision analysis assumes that approximately 12,282 square meters are 

leased quarterly over a 7 quarter period. The land value is kept fixed for a perid of 4 

quarters, as GAA will used its current appraised values for its negotiations for a period of 

one year. After this period, new appraisals will be commissioned, and a value of $271 per 

square meter is conservatively estimated. This value is used from the time period of March 

3 1, 1992 to September 30, 1992. 

Based on this-analysis, the concluded present value is $20,966,052,which is rounded 

to $20,970,000. 



RECONCILIATION 

The purpose of the reconciliation section is to evaluate the separate value 

indications developed by the --!?roaches to value in order to derive a final estimate of value. 

This requires a re-examination of specific data, procedures, and techniques within the 

framework of the approaches used to derive the preliminary estimates. The analysis 

requires consideration of the quantity and quality of the data available under each approach 

and the relevancy of each approach to the subject property and the appraisal problem. The 

value indications for the subject lots individually are presented below: 

N C O M E  APPROACH NIA 
SALES COAWARISON APPROACH 

(Aggregate Value of individual lots) $22,218,060 
(Present Value considering lease negotiations)$20,970,000 

COST APPROACH N/A 

In the Income Approach future income is discounted or capitalized to reflect the 

present value of the property. Typically, the higher the earning potential of a property, the 

higher its current market value. As in the Sales Comparison and Cost Approaches, the 

Income Approach requires extensive market research. 

Market rent is first established by searching the subject neighborhood for similar 

properties with comparable utility that are either currently leased, or are being offered for 

lease. Adjustments are made to these comparable rentals to account for differences in 

relation to the subject property, in much the same way as in the Sales Comparison 

Approach. This approach was not used as the subject is not currently income producing. 



The Sales Comparison A~proach is a reliable valuation technique when several similar 

properties have recently sold or are currently offered for sale. Three comparable sales were 

documented in this approach. These sales were confirmed with the public records and with 

parties knowledgeable of the respective transactions when possible. 

The price paid per square meter was used as a unit of comparison in adjusting the 

comparable sales for differences in terms, date of sale, location, topography, view, access, 

tlood plane, and presence of utilities. When adjustments were applied to the comparable 

sales, they produced a value range for the subject from $235 to $302 per square meter. 

Most weight was given to the comparable sales with the fewest number of adjustments to 

anive at the indication of market value by this approach. This approach was given total 

weight in the final conclusion of market value. 

The Cost A ~ ~ r o a c h  is based upon the nremise that the value of a property can be 

estimated by adding the market value of the land to the current cost new of the 

improvements and then subtracting the amount of accrued depreciation from all sources. 

This approach was not considered relevant as the subject is currently undeveloped land. 

Conclusion 

Therefore, as a result of our investigation and analyses, our final estimate of the 

market value of the fee simple and leasehold interest of the subject property, as of 

February 15, 1991 is: $22,218,060 on an individual lot basis and $20,970,000 



considering the time to lease the properties. The individual values are presented . 
below. 

- 

Guam Airport Authority 
Industrial Park Valuation 
As of February 15, 1991 

.- 

Parcel Value Lot 
Description Size (SM) Per SM Valuation 

Block 1, Lot 1 3,192 
Block 1, Lot 2 4,487 
Block 1, Lot 3 3,203 
Block 1, Lot 4 9,007 
Block 1, Lot 5 4,478 
Block 1, Lot 6 3,712 
Block 1. Lot 7 4,091 
Block 1, Lot 8 3,250 
Block 1, Lot 9 2,519 
Block 1, Lot 10 2,302 
Block 2, Lot 1 5,709 
Block 4, Lot 1 40,027 

Total 85,977 $258.42 

Present Value of Property: 
Rounded: 

Per SM 

otcs: 1. Aggregate value of  subject is reduced to reflect the utinutcd time required to leau dl propeniu. 
2. The commtnu and assurnptiona c o n l a i d  in the report arc an imegnl part o f  thew conclruiona. 

lurce: R.J Asmciafes, Inc. Agam, Guam 



CERTIFICATE 

We certify that, to the best of our knowledge and belief, . . . 
- Our compensation is not contingent on an action or event resulting from the analyses. 

opinions, or conclusions in, or the use of, this report. 

- We have no present or prospective interest in the property that is the subject of this 
report and we have no personal interest or bias with respect to the parties involved. 

- Our analyses, opinions, and conclusions were developed, and this report has been 
prepared, in confarmity with the requirements of the Code of Professional Ethics and 
the Standards of Professional Practice of the American Institute of Real Estate 
Appraisers. 

- The use of this report is subject to the requirements of the American Institute of Real 
Estate Appraisers relating to review by its duly authorized representatives. 

- The statements of fact contained in this appraisal report, upon which the analyses, 
opinions and conclusions expressed herein are based, are true and correct. 

- The reported analyses, opinions, and conclusions are limited only by the reported 
assumptions and limiting conditions, and are our personal unbiased professional 
analyses, opinions and conclusions. 

- We have made a personal inspection of the property that is the subject of this report. 

- It is our opinion that the fee simple market value of the subject property as of 
February 15, 1991 is as follows: $22,218,060on an individual lot basis and $20,970,000 
considering the present value of the time to lease the properties. 

Richard E. Jortberg, Jr. 
Managing Appraiser 



LEASE RENTAL RATE CALCULATIONS 

The value of the individual lots have been determined in the previous analysis. As 

part of this valuation, the Guam Airport Authority has requested rental rate calculations for 

individual lots. Based on GAA's interpretation of Public Law 20-188 .and Substitute Bill 

974, the first year rental rate should be 10 percent of the land value. This rate is used as 

a basis for the rental rate calculations provided on following pages. 

Based on a review of lease rates of comparable properties, the ratio of lease 

payments to land value ranges from below 5 percent to over 20 percent. No central 

tendency has been observed, however 10 percent has been widely used as a ratio for first 

year rent calculations throughout Guam. Therefore, 10 percent is considered representative 

of market participants on Guam. 

It is the appraiser's opinion, however, that a higher rate could be negotiated, as U.S. 

treasury bonds yield over 10 percent on a before-tax basis on Guam. No risk is associated 

with this type of investment, while rental collections are considerably riskier, which should 

necessitate a higher yield. Finally, from the standpoint of a tenant, the alternative to leasing 

is to acquire land with debt and the rate of borrowing should act as a maximum for a lease 

payment. The alternative of purchasing a substitute site would be more attractive when a 

lease payment is higher than the debt service payment of the alternative site. In this 

scenario, a rate higher than 10 percent would be justifiable from the investment standpoint. 

Rental calculations are presented on following pages. The rent has not been 

caiculated for the two remaining ten year terms because the rent is calculated at market 



levels at that time. In these calculations. the fee simple value is presented from the earlier 

calculations. The escalations are based on the lease agreement. 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 1 

As of February 15,1991 

Full Lmrc Fee Simple Rental 
Ycar Value Rate Escalation Rent Rent 

Two 10 yr. optional extensions are negotiated at market rznt. 
Source: RJ Associates, Inc. Agana, Guam 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 2 

As of February 15, 1991 

Full Leau Fee Simple Rental A n n a  Monthly I Year Year Value Rate Escalation Rent Rent 

Two 10 yr. optional extensions are negotiated at market cent. 
Source: RJ Associates, Inc. Agana, Guam 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 3 

As of February 15,1991 

Full h r e  Fee Simple R e d   AM^ I Ye.. Year Value hlr: Rent M"*ly Rent I 

I Two 10 yr. optional extensions are negotiated at market rent. 
Source: RJ Assoc~ales. h c .  A g a ~ ,  Guam 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 4 

As of February 15, 1991 

$234.182 $19,515 
10.00% 5257,600 521,467 

$257,600 $21,467 
$257,600 $21,467 
$257,600 521,467 
5257,600 521.467 

10.00% $283.360 $23,613 
$283.360 523,613 
$283,360 523,613 
$283.360 $23,613 
$283,360 523,613 

10.00% 5311,696 $25,975 
$31 1,696 $25.975 
$3 1 1,696 $25,975 
$31 1,696 $25,975 
$3 11,696 625.975 

10.00% $342,866 $28,572 
$342,866 528,572 
$342,866 $28,572 
$342,866 $28,572 
5342.866 528.572 

10.00% 5377,152 $31,429 
$377,152 $31,429 
$377,152 $3 1,429 
S377.152 $31,429 
$377,152 $31,429 

Two 10 yr. optional extensions are negotiated at market rent. 
Source: RJ Associater. Lnc. Agana, Guam 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 5 

As of February 15, 1991 

Full Lease Fee Simple Rental Anmid Monthly 
Year Value Rate Escalation Rent Rent 

Two 10 yr. optional extensions are negotiated at market rent. 
Source: RJ Associates. Inc. Agana, Guam 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 6 

As of February 15,1991 

Full - Leaoe Fee Simple Rental Annual Monthly 
Year Year Value Rate Escalation Rent Rent 

Two 10 vr. opt~onal extensions arc negotiated at market rent. 
Source: R.J Associates, Inc. A g a ~ ,  Guam 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 7 

As of February 15,1991 

Year Vaiue 

$108,412 59,034 
$108,412 $9,034 
5108,412 $9,034 
$108,412 59,034 
5108,412 59,034 

10.00% 51 19,253 $9,938 
$119,253 $9,938 
$119,253 $9,938 
$1 19,253 $9,938 
$1 19,253 S9.938 

10.00% $131.178 510,931 
$131,178 510,931 
$131,178 $10,931 
5131,178 $10,931 
$131,178 $10,931 

10.00% $144,296 $12,025 
S144,296 512,025 
$144,296 $12,025 
$144,296 S 12,025 
$144,296 $12.025 

10.00% 5158,725 513,227 
$158,725 $13,227 
$158.725 $13.227 
$158,725 $13,227 
$158,725 $13,227 

10.00% $174,598 514.550 
$174,598 S14.550 
$174.598 S14.550 
$174.598 514,550 
$174,598 514,550 

Two 10 yr. optional extensions ere negot~ated at market rent. 
Source: RJ Associates, Inc. Agam, Guam 



Guam Airport Authority 
Rent Cdculation 

Block 1, Lot 8 
AsofFebruary 15,1991 

Full Lease Fee Simple Rcnul 
Year Value Rate Escalation Rcnt Rent 

Two 10 yr. optional extensions arc negotiated at market rent. 
Source: RJ ksuriates, hc. A g a ~ ,  Guam 



Guam Airport Authority 
Rent Calculation 
Block 1, Lot 9 

As of February 15,1991 

Full Lea= Fee Simple Rental &mud Monihly 
Year Value Rate Escalation Rent Rent 

Two 10 yr. optional extensions are negotiated at market rent. 
Source: RJ Associates, Inc. Agana, Guam 



Guam Airport Authority 
Rent Calculation 

Block 1, Lot 10 
As of February 15, 1991 

561,003 $5,084 
$6 1,003 $5,084 
$61,003 $5,084 
$ 6 1,003 $5.084 

10.00% S67,103 $5,592 
$67,103 $5,592 
$67.103 $5,592 
$67,103 $5,592 
567,103 $5.592 

10.00% $73,814 $6,151 
$73,814 $6,151 
$73,814 $6,151 
$73,814 $6,151 
$73,814 $6,151 

10.00% $81,195 $6,766 
$81,195 56,766 
$81,195 $6.766 
$81,195 $6,766 
$81,195 $6,766 

10.00% $89,314 $7,443 
$89.314 $7,443 
589,314 $7,443 
$89,314 $7,443 
$89,314 $7,443 

10.00% $98.246 $8,187 
$98,246 $8,187 
$98,246 $8,187 
$98,246 $8,187 
$98,246 $8,187 

Two 10 yr. optional extensions are negotiated at market rent. 
Souse:  RI Assoc~atcr. Inc. A g a ~ ,  Guam 



Guam Airport Authority 
Rent Calculation 

Block 2, Lot 1 
As of February 15,1991 

Full Lease Fee Simple R e d  W Monthly 
Yesr Value Rate Esdation Rent Rent - 

1991 1 $1,484,340 10.00% 
1992 2 
1993 3 
1994 4 
1995 5 
1996 6 10.00% 
1997 7 
1998 8 
1999 9 
2000 10 
2001 1 I 10.00% 
2002 12 
2003 13 
2004 14 
2005 IS 
2006 16 10.00% 
2007 17 
2008 18 
2009 19 
2010 20 
201 1 21 10.00% 
2012 22 
2013 23 
2014 24 
2015 25 
2016 26 10.00% 
2017 27 
2018 28 
2019 29 
2020 30 

Two 10 yr. optional extensions art negotiated at market rent. 
Source: RT Apoocistes, Inc. Agana, Guam 



Guam Airport Authority 
Rent Calculation 
Block 4, Lot 1 

As of February 15,1991 

Full Lease Fee Simple Rental Annul  Monthly 
Year Value Rate EPccllrtion Rent Rent I 

Two 10 yr. op~ional extensions arc negotiated at market rent. 
Source: RJ - ssociatcs, hc. Agana, Guam 



C\;VESl3IEVT RATE OF RETLXI; ANALYSIS 

Before discussing the methodology for determining the rate of return for the 

subject, some definitions are applicable. 

Internal rate of return and nodified internal rate of return, as defined by the 

American Institute of Real Estate Appraisers in the Dictionary of Real Estate Appraisal, 

are presented below: - 

Internal Rate of' Returri: Ihe annua1i:ea rare of return on capital rhar is generared or capable of being 
generated nirhin an itlvesrment or poqf;llio over the period of ownership; similar to the equip yield rate. 
often used to measure projitabiliryajier tares, i. e. ,rhe afrer-tar equiry yield rate;the rate ojdiscounr thar 
makes the net present value of an irlvesrn~enr equal to zero; discounts all rerurnrfiom an investmenr, 
including rerurnrfi.om its termination, to equal the original invesrment. 

hfodrfied Internal Rare of- Return: A ppe of internal rare of' return analysis in which all negative cash 
jTon~s U D  to the first posirive cmh flow are [reared m part of irtvestment capital. In addition, rhis 
procedure uses a reln~~esrmenr rare rhar is chosen by the investor. 7he ir~ternal rare of- return, in contrast, 
u e s  the interrlal rare of- return rate jor rein~*est~ne c a n  flows. 

The calculation of these rates has been performed for the development. Since each 

lot by law will be leased for terms presented in the GAA lease, the lease term and 

escalations are predetermined. These terms pertain equally to all of the lots, and the 

assumptions regarding the lease yield rate are also equal for all lots. Thus, the investment 

rates of return for the lease of one lot will be equal to all of the other lots because no 

assumptions will have been changed. 

Because the land was transfened from the government of Guam to GAA, the 

acquisition or purchase price does not exist. Typically, in calculating an investment rate of 

return, the first consideration is the cost of the investment. In the case of the subject, the 

costs to date are the development costs to prepare the ground for construction. These costs 

105 



alone are not sufficient for an investment analysis, as GAA was not required to purchase 

the ground. The rate of return would be artificially high with this basis because the total 

costs are the development costs excluding the acquisition costs. The best method to 

calculate the investment rate of return is to use the market value as the acquisition cost, as 

the amount received upon selling the property is the opportunity cost of receiving rents and 

the property in 50 years. 

The rate of return calculations for one of the properties is presented on the 

following page. The Internal Rate of Return is 11.96 percent, and the Modified Internal 

Rate of Return is 10.51 percent. The rates of return for the other properties are equal to 

these rates. 









Real Estate Appraisal and Consulting Experience 

Education: 

Employment 
Experience: 

Richard E. Jortberg, Jr. 

BSBA 198 1 Marquette University 
hfS 1986 University or' Wisconsin, hiadison 

Real Estate Appraisal and Investment Analysis 

Laventhol & Horwath Principles of Management Consulting 
(Won Best Consulting Team award in 1987) 

- 
American Institute of Real Estate Appraisers: 

Real Estate Principles 
Basic Valuation Principles 
Capitalization Theory and Techniques, Part A 
Capitalization Theory and Techniques, Part B 
Case Studies in Commercial Real Estate Appraisal 
Commercial Appraisal Report Writing 
Accrued Depreciation 
Standards of Professional Practice 
Four of five years approved exwrience as an advanced candidate 
for MA1 designation. 

RJ Associates, Inc. Agana, Guam 
Director of this real estate consulting and appraisal firm. 
Focus of firm is throughout the rapidly growing Pacific h m .  

Bramalea USA Development, Denver, Colorado 
Bramalea is a Canadian development firm with an asset base in excess 
of $4 billion. Responsibilities with Bramalea included reviewing the 
financial feasibility of potential acquisitions and development. In this 
capacity commercial properties valued in excess of $2 billion have b:en 
reviewed. 

Laventhol & Horwath, Denver, Colorado 
Senior Consultant, Real Estate Advisory and Appraisal Services. 
L&H was known as the largest and most prominent real estate 
appraisal and consulting firm in the U.S. Reviewed properties 
throughout the United States for economic performance. Experience 
included valuation, feasibility analysis, as well as work out strategies for 
distressed properties. 
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TlfEBTIETE GUAn LEGISLATURE 
1990 RBGULAR SESSIOll 

Bill No. 

INTRODUCED BY: Senator John P. Aguon 

AH ACT TO AUTHORIZE 
TEE GUAM AIRPORT AUTHORITY - 
TO LEASE LOTS WITHIM TBE 

GUAM AIRPORT AUTHORITY IHDUSTRIAL PARK 
FOR AIRPORT OR AIRPORT RKLATgD USES 

BE IT gpACTBD BY THE PEOPLg OF TBE TERRITORY OF WAX: 

Section 1. Lease of Guam Airport Authority 

Industrial Park ProDerty. Notwithstanding any other provision 

of law, and without further legislative approval or action, the 

Guam Airport Authority, in accordance with the provisions of 

this Act, is authorized and empowered to enter into leases of 

all or portions of that certain real property owned by the Guam 

Airport Authority located at Tract 1427, Municipalities of 

Barrigada and Dededo, Guam, and known as the Guam Airport 

Authority Industrial Park. 

Section 2. Lessees and Lessees' Uses. Prospective 

lessees must be creditworthy and have the financial ability and 

experience to undertake the lease and perform the site 

improvement to develop the leased premises. The lessees' use 

of the leased premises must be for airport or airport related 



businesses, including warehousing and iight industry having a 

direct or indirect relationship with support and supply to 

airport lessees. Preferences shall be given to prospective 

lessees who will create jobs and provide training for the Guam 

workforce. 

Section 3 .  Lease Provisions. All lease agreements 
7 

entered into by the Guam Airport Authority and the lessees 

shall be in substantially the same form and content as the 

Ground Lease form attached to and incorporated into this Act. 

Section 4 .  Lease Rents. All lease rents shall 

commence at the fair market rental rate for the leased premises 

at the time the lease is entered into, as determined by the 

Guam Airport Authority, provided that in no event, shall the 

lease rents be less than the greater of two appraisals prepared 

by two (2) independent Guam licensed appraisers within three 

(3) months prior to the date of the lease execution. 

Section 5 .  Bindins Effect of Leases. Any lease of 

Guam Airport Authority Industrial Park land as described above 

and under the terms and conditions set forth above, between the 

Guam Airport Authority as lessor and a third party lessee, 

shall be binding and authorized under law without further 

legislative approval. 

Section 6 .  Effective Date. Effective date of this 

Act will take effect upon approval by the Governor or upon its 

becoming law without such approval. 



GAA INDUSTRIAL PARK GROUND LEASE 

Preamble 

THIS LEASE made and entered inco by and between the 

GUAM AIRPORT AUTHORITY, a public corporation and autonomous 

instrumentality of the Government of Guam ("Landlord"), and 

R E C I T A L S :  

Landlord has undertaken a construction program for 

the development of vacant land consistent with the approved 

Master Plan for development of the Guam International Air 

Terminal, including land leased lots for comrnercial/industria1 

use, known as the Guam Airport Authority Industrial Park ("GAA 

Industri 4.1 Park") . 
Tenant has applied to Landlord to lease and occupy 

land within the GAA Industrial Park. 

Landlord is willing to lease land to Tenant within 

the GAA Industrial Park upon the terms, conditions and 

covenants set forth below. 

Agreement 

In consideration of the premises and the mutual 

covenants and agreements herein contained, Landlord and Tenant 

agree as follows: 



ARTICLE 1. 

DEMISE OF LEASE LAND 

Leased Land 

S1.01. Landlord f ~ r  and in consideration of the  

rents, covenants, and conditions herein contained to be kept, 

performed, and observed by Tenant, does LEASE and DEMISE to 

Tenant, and Tenant does RENT and ACCEPT from Landlord, the real 

property, referred to as the "Leased Land", as particularly 

described and shown on the attached Exhibit " A M .  

ARTICLE 2. 

LEASE TERM 

Term 

S2.01. ~he'term of this lease shall be for a period 

of thirty (30) years, to begin on I 19- and 

-nd on midnight, I 

Options to Extend 

S2.02. If this lease shall then be in full force 

and effect and Tenant shall have fully performed all of its 

obligations, terms and conditions hereunder, Tenant shall have 

the option to extend the term of this lease, upon the same 

terms and condition, for the following two (2) successive ten 

(10) year periods: 



Tenant s h a l l  no t  have t h e  r i g h t  t o  ex tend  t h e  term o f  t h i s  

l e a s e  beyond t h e  second extended term. 

2 . 0 2 . 0 1 .  Exerc i se  of Opt ions .  Tenant s h a l l  

e x e r c i s e  i t s  o p t i o n  t o  ex tend  t h e  t e r m  f o r  each  t e n  ( 1 0 )  year  

pe r iod  by g i v i n g  w r i t t e n  n o t i c e  t o  Landlord,  a t  l e a s t  one 

hundred twenty ( 1 2 0 )  days b e f o r e  t h e  e x p i r a t i o n  of t h e  i n i t i a l  

term. o r  f i r s t  extended term ( a s  t h e  c a s e  may b e ) ,  of i t s  

i n t e n t i o n  t o  ex tend  t h e  term of t h i s  l e a s e  a s  p rov ided  h e r e i n .  

Fai, ,ze of Tenant t o  g i v e  t h e  r e q u i r e d  w r i t t e n  n o t i c e  of i t s  

e x e r c i s e  of t h e  o p t i o n  t o  ex tend  o r  any t e r m m a t i o n  of t h i s  

l e a s e  s h a l l  t e r m i n a t e  a l l  r i g h t s  t o  ex tend  t h e  te rm.  

Holdinq Over 

52.03.  I f  Tenant s h a l l  remain i n  posses s ion  of t h e  

Leased Land a f t e r  t h e  e x p i r a t i o n  o r  t e r m i n a t i o n  of t h i s  l e a s e ,  

such posses s ion  s h a l l  be on 2 month-to-month tenancy  upon t h e  

same terms and c o n d i t i o n s  of t h i s  lease as e x i s t e d  immediately 

p r i o r  t o  t h e  e x p i r a t i o n  o r  t e r m i n a t i o n  of t h e  term,  e x c e p t ,  

however, t h e  d u r a t i o n  of t h e  l e a s e  s h a l l  be on a  month-to-month 

b a s i s  wi th  no o p t i o n  t o  ex tend .  

ARTICLE 3. 

RENT, COMMON AREA EXPENSE, TAXES AND UTILITIES 

Monthly Rent 

S3.01. During t h e  term of t h i s  lease, a s  may be 

extended,  Tenant s h a l l  pay Landlord monthly r e n t  as set  f o r t h  

on t h e  Renta l  Schedule a t t a c h e d  h e r e t o  a s  E x h i b i t  "B". 



3.01.01.  E s c a l a t i o n  - I n i t i a l  T e r m .  A t  t h e  end 

of each f i f t h  ( 5 t h )  yea r  of t h e  t e r m  he reo f ,  t h e  r e n t a l  r a t e  

for t h e  nex t  ensuing f i v e  ( 5 )  y e a r s  s h a l l  be i n c r e a s e d  by t e n  

pe rcen t  (: i )  of t h e  p r i o r  e f f e c t i v e  r e n t a l  r a t e .  

3.01.02.  E s c a l a t i o n  - Extended Term. The 

r e n t a l  t o  be p a i d  by Tenant t o  Landlord du r ing  t h e  extended 

p e r i o d s ,  i f  extended,  s h a l l  be such r e n t a l  a s  mutua l ly  agreed  

upon by t h e  p a r t i e s .  Should t h e  p a r t i e s  f a i l  t o  mutua l ly  a g r e e  

on t h e  r e n t a l  t o  be pa id  du r ing  each extended p e r i o d ,  i f  

extended,  by n i n e t y  ( 9 0 )  days p r i o r  t o  t h e  commencement 

t h e r e o f ,  t hen  t h e  r e n t a l  t o  be p a i d  by Tenant t o  Landlord 

the reunde r  s h a l l  be t h e  " f a i r  r e n t a l  value"  of t h e  Leased Land 

( e x c l u s i v e  of a l l  b u i l a i n g s  and improvements cc- - t r u c t e d  

the reon  by Tenant)  determined a s  h e r e i n a f t e r  p rov ided ,  o r  t h e  

t h e n  e x i s t i n g  r e n t a l  i n c r e a s e d  by t e n  p e r c e n t  ( l o % ) ,  whichever 

amount i s  g r e a t e r .  I n  t h e  l a t t e r  c a s e ,  t h a t  i s ,  i f  t h e  

e x i s t i n g  r e n t a l  i nc reased  by t e n  p e r c e n t  ( 1 0 % )  i s  g r e a t e r  t h a n  

t h e  " f a i r  r e n t a l  value"  of t h e  Leased Land, t h e n  t h e  r e n t a l  t o  

be  pa id  du r ing  t h e  extended pe r iod  s h a l l  a u t o m a t i c a l l y  i n c r e a s e  

by t e n  pe rcen t  ( 1 0 % )  a f t e r  t h e  f i f t h  y e a r  of  t h e  extended 

p e r i o d .  A s  used h e r e i n ,  t h e  term " f a i r  r e n t a l  va lue"  s h a l l  

mean t e n  pe rcen t  ( 1 0 % )  p e r  annum of t h e  " f a i r  m a r K e t  va lue"  of 

t h e  Leased Land e x c l u s i v e  of a l l  b u i l d i n g s  and improvements 

c o n s t r u c t e d  the reon  by Tenant.  To determine such  f a i r  market  

va lue  of t h e  Leased Land t h e  p a r t i e s  s h a l l  each  select and 



appoint a qualified real estate appraiser licensed to do 

business in the Territory of Guam, and the two appraisers so 

appointed shall select and appoint a third appraiser, and in 

the event the two appraisers so appointed shall fail to appoint 

the third appraiser within ten (10) days after the second 

appraiser has been named, the third appraiser shall be selected 
- 

and 'appointed by the Presiding Judge of the Superior Court of 

Guam, and the three appraisers so appointed shall thereupon 

proceed to determine the fair market value of the Leased Land. 

Should either party fai: to select and appoint an appraiser 

pursuant hereto within Zive (5) days of written notice of the 

other party's selection and appointment of an appraiser then 

the first appointed appraiser shall determine such fair market 

value of the Leased Land. The determination of fair market 

value shai- be made not less than thirty (30) days prior to the 

commencement of the extended period. The decision of any two 

of the three appointed appraisers, or of the single appointed 

appraiser, as the case may be, as to the fair market value of 

the Leased Land shall be final, conclusive and binding upon all 

parties. Landlord and Tenant shall pay the expenses of their 

own appraiser, and all other expenses, including that of the 

third appraiser, shall be divided equally between Landlord and 

Tenant. At the end of each fifth (5th) year of any extended 

term of this lease, the rental rate for the next 



ensuing five (5) years shall be increased by 10% of the prior 

effective rental rate. 

3.01.03. Payments. Rental payments shall be 

paid to Landlord monthly in advance, on the first ( 1st) day of 

each month for that month's rental, without offset or deduction 

of any kind whatsoever, at Landlord's address listed 

hereinbelow or at such other address as may be from time to 

time designated in writing by Landlord; provided the first 

rental payment hereunder shall be due upon notice from Landlord 

to Tenant that the Leased Land is ready for possession or upon 

Tenant's possession of the Leased Land, whichever occurs first. 

Common Area Expense 

S 3 . 0 2 .  Upon thirty (30) days prior notice from 

Landlord, Tenant shall commence paying to Landlord, on the same 

date the rent is due, a monthly common area expense based upon 

Tenant's monthly share of the projected common area expenses 

for the GAA Industrial Park for ensuing year, as reasonably 

determined from time to time by Landlord. From time to time, 

upon further thirty (30) days prior notice from Landlord to 

Tenant, the common area expense to be paid by Tenant to 

Landlord may be reasonably increased or decreased by Landlord 

to reflect Tenant's share of the total common area expense in 

the GAA Industrial Park. Common area expenses may include, 

without limitation, costs and expenses for security, 



maintenance, landscaping, street lights, road repair, and 

utilities within or related to the G U  Industrial Park. 

Tenant to Pay Taxes 

S 3 . 0 3 .  Tenant agrees to pay direct to the taxing 

authorities all real property taxes, special taxes, charges or 

assessments, including street improvement liens, if any, and 

all property taxes on personal property located on the Leased 

Land, levied or assessed upon or against the Leased Land during 

the term of this Lease. 

3.03.01. Contestinq Taxes. Nothing herein 

contained shall prevent Tenant from contesting in good faith, 

by any appropriate proceedings commenced before the same 

becomes delinquent, the validity or amount of any such tax, 

assessment or charge, nor require the payment thereof until the 

final determination of such contest adversely to Tenant; 

provided, however, that Tenant will pay all such taxes, 

assessments or charges, together with all interest, penalties, 

fines and costs accrued thereon or imposed in connection 

therewith, forthwith upon the commencement of proceedings to 

foreclose any lien which may attach to the Leased Land or any 

interest or part thereof; and provided, further, that if Tenant 

shall fail to pay any such taxes, assessments or other charges 

as herein provided, Landlord may at any time thereafter pay the 

same, together with any interest, penalties, fines and costs 

accrued thereon or imposed in connection therewith, and Tenant 



will repay to Landlord upon demand therefor the full amount so 

paid by Landlord, together with interest thereon at the rate of 

one and one-half percent (1 1 / 2 % )  per month. 

Tenant to Pay Utility Charqes 

S3.04. Tenant shall pay or cause yo be paid all 

charges for water, gas, electricity, sewer, telephone and any 
- 

and all other utilities used upon the Leased Land throughout 

the term of this lease, including any connection fees. 

ARTICLE 4. 

USE OF PREMISES, INSURANCE AND INDEMNITY 

U s e  

S4.01. Tenant shall use the Leased Land 

specifically for the purpose of constructing, maintaining and 

operating thereon facilities limited to the airport and airport 

related purposes and activities specifically set forth on the 

attached Exhibit " C " .  Tenant shall not use, or permit the 

Leased Land, or any part thereof, to be used for any purpose or 

activity other than the purposes and activities set forth on 

Exhibit "C" hereto. Use of the Leased Land for any other 

purpose or activity without the express prior written consent 

of Landlord shall constitute a material breach of this lease. 

Tenant shall indemnify and hold harmless Landlord from any and 

all claims, demands, expenses (including attorneys' fees and 

court costs), damages and losses Landlord may suffer or incur 

as a result of Tenantf s breach of this S4.01. Failure to use 



the Leased Land for any of the required purposes and activities 

set forth in Exhibit "C" for a period of one hundred twenty 

( 1 2 0 )  days or more without the express prior written permission 

of Landlord shall also constitute a material breach of this 

lease. 

Compliance with Laws 

54.02. Tenant covenants and agrees that during the 

term of this lease, Tenant shall promptly comply with all 

present and future laws, ordinances, orders, rules, 

regulations, and requirements of the Federal, territorial and 

municipal governments or any of their agencies (including 

Landlord) departments, bureaus, boards, commissions and 

officials thereof with respect to the Leased Land, the 

buildings and improvements erected thereon, or the use or 

occupancy thereof, whether said compliance shall be ordered or 

directed to or against Landlord or Tenant or both. This lease 

is subject to all consents, approvals and permits required by 

law or governmental rule or regulation. It shall be Tenant's 

duty and responsibility to obtain any such required consents, 

approvals and permits. Landlord shall cooperate with and 

assist Tenant in obtaining any such required consents, 

approvals or permits. 

Tenant Not To Commit Waste; Nuisance 

S 4 . 0 3 .  Tenant shall not use the Leased Land in any 

manner that will constitute waste, nuisance, or unreasonable 



annoyance (including, without limitation, the use of a loud 

speakers or sound or light apparatus that can be heard or seen 

outside of the Leased Land) to other tenants of Landlord in 

property adjoining the Leased Land within the GAA Industrial 

Park. 

Liability Insurance - 
54.04. Tenant covenants and agrees, at its sole cost 

and expense, throughout the duration of this lease, to obtain, 

keep, and maintain in full force and effect for the mutual 

benefit of Landlord and Tenant . .a following types of 

insurance: 

4.04.01. Liability. Comprehensive liability 

insurance against claims for damage to persons or property 

arising out of the use and occupancy of the Leased Land or any 

part or parts thereof in limits of not less than Five Hundred 

Thousand Dollars ($500,000.00) in respect to bodily injury to 

or death of any one (1) person in any one (1) accident, and in 

limits of not loss than One Million Dollars ($1,000,000.00) in 

respect to bodily injury or death to more than one ( 1) person 

in any one (1) accident, and property damage in all instances 

in an amount not less than One Hundred Thousand Dollars 

($100,000.00). 

4.04.01.01. Deductible. Such public 

liability policy or policies may provide for a deductible not 

in excess of One Thousand Dollars ($1,000.00) or such other 



amount as Landlord may determine irrespective of the number of 

persons, parties or entities involved. 

4.01.01.02. Adjustment of Coverase. In 

the event that Landlord shall at any time and from time to time 

deem the limits ~f liability insurance as hereinabove provided 

to be insufficient, upon notice to Tenant the parties shall 

promptly endeavor to agree on reasonable limits for such 

insurance coverage then to be carried, and such insurance shall 

thereafter be carried with the limits thus agreed on until 

further change pursuant to this Section. Should the parties be 

unable to agree upon the proper and reasonable limits for such 

liability insurance within five (5) days of notice from 

Landlord to Tenant, then Landlord may select any insurance 

company licensed to and engaged in business on the Territory of 

Guam (excluding the insurance company then carrying the 

liability insurance hereunder) to determine the proper limits 

of liability insurance to be provided and maintained by Tenant 

hereur- . =r . Said insurance company's determination on the 

proper and reasonable limits of liability insurance shall be 

binding upon both parties until such limlcs shall again be 

changed pursuant to this Section. 

4.04.02. Casualty Insurance. A policy of fire 

and typhoon insurance with standard fonn extended coverage 

endorsement, to the extent of the full insurable value, 

covering all buildings and improvements which may from time to 



time be located on the Leased Land. The proceeds from any such 

policy shall be -ed for the repair or replacement of such 

improvements and buildings except as otherwise provided herein. 

4.04.03. Certificates. Copies or duplicate 

originals, certificates, or binders of such insurance policies 

shall be furnished to Landlord at the commencement of the term 

of .this lease and each renewal certificate of such policies 

shall be furnished to Landlord at least thirty (30) days prior 

to the expiration of the policy it renew5 Each such policy of 

insurance shall contain an agreement by the insurer that such 

policy shall not be cancelled without thirty (30) days prior 

written notice to Landlord. 

4.04.04. Forms. All insurance provided for in 

this Article may be in the form of a general coverage, floater 

policy or so-called blanket policies which may be furnished by 

Tenant, or a related corporation of Tenant or any related 

entity. The liability and casualty coverage set forth herein 

shall be issued by insurers of recognized responsibility, as 

may be reasonably approved by Landlord. All policies of 

insurance to be provided for herein by Tenant shall be issued 

in the names of Tenant and Landlord and for the mutual and 

joint benefit and protection of the parties as their interests 

may appear. 

4.04.05. Failure to Com~ly Constitutes A 

Default. Tenant's failure to effectuate any and all such 



insurance and renewal policies of insurance required as set out 

in this 54.04, and to pay the premiums and renewal premiums on 

all such policies and insurance as they become due and payable, 

and to deliver all such certificates of insurance and renewals 

thereof or duplicate originals or copies to Landlord within the 

time limits set out in this Article, shall constitute a 

material default by Tenant under the terms of this lease. 

4 . 0 4 . 0 6 .  Landlord May Effect Insurance. In the 

event Tenant fails to cause the aforesaid insurance policies to 

be written and pay the premiums for the same and deliver all 

such certificates of insurance or duplicate originals or copies 

thereof to Landlord within the time provided for in this lease, 

Landlord shall nevertheless have the right, without being 

obligated to do so, to effect such insurance and pay the 

premiums therefor, and all such premiums paid by Landlord shall 

be repaid to Landlord on demand as additional rent, and 

Tenant's failure to repay the same as aforesaid shall 

constitute a material default under this lease. 

4 . 0 4 . 0 7 .  Indemnity not Limited. Nothing 

contained in this S 4 . 0 4  shall effect or limit Tenant's 

obligations under 54.05, infra. 

Indemnity 

S4.05. Tenant covenants and agrees that from and 

after the commencement of the term of this lease or any 

extended term, Tenant shall indemnify and hold harmless 



Landlord from any and all claims, demands, expenses (including 

attorneys' fees and court costs) or damages for any personal 

injury or injuries, death(s), damages, or losses to any 

person(s) or property that may be suffered or sustained by 

Tenant or any of its agents, servants, employees, patrons, 

customers, invitees, visitors, licensees, departments, and -- 

concessionaires or by any other person or persons in, on or 

about the Leased Land or any part thereof, arising from any and 

all causes whatsoever, except the willful misconduct or gross 

negligence of Landlord. 

ARTICLE 5. 

CONSTRUCTION BY TENANT 

Tenant's Obliqation to Build 

S5.01. Tenant shall, at its sole cost and expense, 

construct the building and improvements described in Exhibit 

"Dlr attached hereto (the "Building Project"). Construction of - 
the Building Project shall commence within one hundred twenty 

(120) days after receipt of the building plans and 

specifications approval of Landlord as required hereunder. 

Construction of the Building Project shall be completed and the 

Building Project ready for occupancy and use within ninety (90) 

days of the projected construction completion date as set forth 

in Tenant's construction contract documents and approved by 

Landlord. Such time for completion shall be extended for so 

long as Tenant shall be prevented from completing the Building 



Project by interference or other causes beyond the reasonable 

control of Tenant, but in no event to exceed the period of 

three (3) years from the execution of this lease. 

5.01.01. Specifications and Plans. Tenant 

shall, at its own cost and expense, engage a licensed architect 

or engineer to prepare plans and specifications for the -- 
BuiIding Project, and, no later than ninety (90) days from the 

commencement of this lease, shall submit to Landlord for 

approval, two (2) copies of detailed working drawings, plans 

and specifications prepared by such architect or engineer, 

including the following: 

(a) Jrawings and materials in the form of 

plans, elevations, sections and rendered perspectives 

sufficient to convey the architectural design of the Building 

Project to Landlord; 

(b) Outlined specifications in sufficient 

detail to indicate the general description of the Building 

Project, the type of building or structure, the kind and 

quality of materials, mechanical and electrical systems to be 

installed in the Building Project; and 

(c) The architect's estimate of the 

Building Project's constructi~n cost. 

5.01.02. Review and Approval. Within sixty 

(60) days after submission of such plans and specifications by 

Tenant, Landlord will review and approve the plans and 



specifications by endorsing such review on the plans and 

specifications and returning one (1) set thereof to Tenan? or 

Landlord will inform Tenant in writing of any objections to 

such plans and specifications and Tenant shall have sixty (60) 

days thereafter to propose in writing corrective amendments 

which Landlord shall accept or reject vithin the next thirty 
... 

( 30)' days. Failure of Landlord to inform Tenant of objections 

within such thirty (30) day period shall be deemed Landlord's 

approval of the changes. 

5.01.03. Chanses in Plans. Tenant shall submit 

to Landlord a statement of any substantial changes in the plans 

and specifications required to be reviewed and approved by 

Landlord under this section. Failure of Landlord to object to 

such changed plans and specifications within thirty (30) days 

shall be deemed Landlord's approval of the changes. Minor 

changes in work or materials, not affecting the general 

character of the Building Project, may be made in the plans and 

specifications at any time without the review and approval of 

Landlord, but a copy of the altered plans and specifications 

shall be furnished to Landlord. 

5.01.04. No Liability to Landlord. The review 

and approval of Landlord of any plans and specifications refers 

only to the conformity of such plans and specifications to the 

general architectural plan for the Leased Land. Such plans and 

specifications are not reviewed and approved for architectural, 



strucrural or engineering design, and Landlord, by reviewing 

and approving such plans and specifications, assumes no 

liability or responsibility therefor or for any de~ect in any 

structure constructed or compliance from such plans or 

specifications or noncompliance therewith. 

5.01.05. Additional Documents. Tenant shall 
-- 

furriish Landlord with copies of the following documents, as 

soon as they are available: 

(a) Contract between Tenant and its 

architects; 

(b) Contract between Tenant and all 

contractors engaged to work on the Building Project; 

(c) Copies of all plans, specifications 

and working papers for the Building Project, including "as 

built" drawings; and 

(d) All contractor and subcontractor 

Performance and Payment Bonds. 

5.01.06. Cost to be Tenant's. The cost of any 

construction, renovation, enlargement, reconstruction, 

demolition, or of any change, alterations, or improvements, on 

the Leased Land shall be borne and paid for by Tenant. 

5.01.07. No Liens. The Leased Land shall at 

all times be kept free of mechanic's and materialman's liens, 

as provided in ARTICLE 8, infra. 

A~proval of All Construction. 



S5.02. No building or other improvements, the plans 

and specifications of which have not first received the written 

review and approval of Landlord, as required above or which do 

not comply with such approved plans and specifications, shall 

be constructed or maintained on the Leased Land. No aaaition 

to or alteration .- of any building or other improvement erected 

on the Leased Land shall be commenced unless and until plans 

and specifications covering such additions or alterations shall 

have first been submitted to reviewed and approved by Landlord. 

Failure to comply with approved plans and specifications for 

any building or other improvement to be constructed and 

maintained on the Leased Land shall constitute a material 

default of this lease. 

Improvements To Conform To Law 

S5.03. Throughout the duration of this lease, Tenant 

agrees that all buildings, structures, and other improvements 

that may be erected on the Leased Land by Tenant or any 

subtenants, including, '--~t not limited to, all elevators, 

escalators, plumbing, electrical, heating, air conditioning and 

ventilation equipment and systems, and all other equipment, 

will be installed, operated, and maintained in accordance with 

the law and with the regulations and requirements of Landlord, 

including its Development and Building Standards, and of any 

and all governmental authorities, agencies, or departments, 



having jurisdiction thereof, without cost or expense to 

Landlord. 

Tenant's Ownership of Improvements anc 'ixtures 

S 5 . 0 4 .  During the term hereof, any and all of 

Tenant's improvements, fixtures, machinery, and equipment of 

whatsoever nature at any time constructed, placed, or 
.- 

maintained upon any part of the Leased Land shall remain the 

property of Tenant. 

5.04.01. Tenant's Riqht to Remove Fixtures. 

Tenant shall have the right at any time during Tenant's 

occupancy of the Leased Land to remove any and all of Tenant's 

trade fixtures, machinery and equipment owned or placed by 

Tenant in, under, cr upon the Leased Land, or acquired by 

Tenant, whether before or during the lease term; provided, 

Tenant shall, at its sole cost and expense, immediately repair 

any damage or injury to any building or other improvement on 

the Leased Land caused by any such removal of trade fixtures, 

machinery and equipment. This provision shall survive the 

expiration or termination of this lease. 

5.04.02. Landlord's Riqht to Improvements. As 

provided in ARTICLE 11, infra, upon expiration or sooner 

termination of this lease, title to all buildings and other 

improvements on the Leased Land shall be vested in the Landlord 

without the payment of any consideration therefor. Landlord, 

alternatively, at its sole discretion, may require Tenant, at 



Tenant's sole cost and expense, to remove all buildings and 

other improvements on the Leased Land and return the Leased 

Land to the same condition as it was at the time of the 

commencement of the term hereof. This provision shall survive 

the expiration or termination of the term of this lease. 

ARTICLE 6. 

ENCUMBRANCE OF LEASEHOLD ESTATE 

Tenant's Right to Encumber With Landlord's Consent 

S6.01, Tenant shall not encumber by mortgage or 

other security instrument, by way of assignment, or otherwise, 

Tenant's interest under this lease and the leasehold estate 

hereby created for purpose, without the prior written 

consent of Landlord, which consent shall not be unreasonably 

withheld. 

ARTICLE 7. 

REPAIRS AND RESTORATION 

Tenant's Duty to Repair 

$7.01. Tenant, at Tenant's own cost and expense, at 

all times during the term of this lease, agrees to keep and 

maintain, or cause to be kept and maintained, all buildings and 

other improvements which may be erected upon the Leased Land in 

good condition and a good state of appearance and repair, 

reasonable wear and tear excepted. 

Damaqe or 3estruction - Repair 



S7.02. If the Leased Land, any building or other 

improvement, or any :art thereof are damaged or destroyed by 

reason of any cause whatsoever, Tenant shall within sixty (60) 

days, commence and diligently pursue to completion the repair 

or reconstruction of such buildings and improvements on the 

Leased Land, and this lease shall remain in full force and 
.- 

effect; provided, that during the last three (3) years of the 

term of this lease should the buildings and other improvements 

on the Leased Land be damaged or destroyed to such a 

substantial extent so as to render the Leased Land with the 

buildings and improvements thereon commercially unusable by 

Tenant, then within said sixty (60) day period, Tenant may 

elect to terminate the lease by delivering or assigning to 

Landlord all insurance proceeds received or to be received as a 

result of such damage or destruction and returning the Leased 

Land, at Tenant's sole cost, to the same condition or better as 

it was at the time of the commencement of the term hereof. 

ARTICLE 8. 

MECHANIC'S LIENS 

Prohibition of Liens on Fee or Leasehold Interest 

58.01. Tenant shall not suffer or permit any 

mechanic's liens or other liens to be filed agal it the fee of 

the Leased Land nor against its leasehold interest nor any 

buildings or other improvements on the Leased Land by reason of 

any work, labor, services, or materials supplied or claimed to 



have been supplied to Tenant or anyone holding the Leased Land 

or any part thereof through or under Tenant. In the case cf 

any construction on the Leased Land costing in excess of 

$50,000.00, Tenant shali cause its contractor or builder to 

post performance and payment bonds to be approved in advance by 

Landlord. 

Removal of Liens By Tenant 

S8.02. If any such mechanic's liens or materialman's 

lien shall be recorded against the Leased Land, or any 

improvements thereon, Tenant shall cause the same to be removed 

or, and in the alternative, if Tenant in good faith desires to 

contest the same, Tenant shall be privileged to do so but in 

such case Tenant hereby agrees to indemnify and hold Landlord 

harmless from all liability for damages occasioned thereby and 

shall, in the event of a judgment of foreclosure upon said 

mechanic's lien, cause the same to be discharged and removed 

prior to the execution of such judgment. 

ARTICLE 9. 

ASSIGNMENT AND SUBLEASE 

No Risht to Assiqn and Sublease 

S9.01. Tenant shall not sublet or assign the Leased 

Land or any part or portion thereof without the prior written 

consent of Landlord. Any unauthorized attempt to sublet or 

assign shall constitute a material default of this lease and 

such subletting or assignment shall be deemed null and void. 



ARTICLE 10. 

ZEFAULT AND REMEDIES 

Termination by Landlord on Specified Defaults 

510.01. If Tenant shall default in the payment of 

rent on the date provided for in this lease and such rent 

default continues for a period of five (5) or more days after 
- 

written notice of said default from Landlord, or in the event 

that Tenant shall default or fail in the performance of a 

covenant or agreement on his part to be performed in this lease 

other than the payment of rent, and such non-rental default 

shall not have been cured for a period of thirty (30) days 

after written notice of said default from Landlord, or if such 

default cannot, with due diligence, be cured within thirty (30) 

days, and Tenant shall not have commenced the remedying thereof 

 thin such period or shall not be proceeding with due 

diligence to remedy it (it being intended in connection with a 

default not susceptible of being cured by Tenant with due 

diligence within thirty (30) days that the time within which to 

remedy same shall be extended for such period as may be 

necessary to complete the same with due diligence), then, and 

in such case, it shall and may be lawful for Landlord, at 

Landlord's option, with or without summary proceedings, or any 

other appropriate legal action or proceedings, to terminate 

this lease and to enter upon the Leased Land or any part 



thereof ana expel Tenant, or any person or persons occupying 

the Leased Land and so to repossess and enjoy the Leased Land. 

10.01.01. Other qrounds for default. If, after 

the commencement of the term of this lease, (i) Tenant shall be 

adjudicated a bankrupt or adjudged to be insolvent; (ii) a 

receiver or trustee shall be appointed for Tenant's property 

and- affairs; (iii) Tenant shall make an assignment for the 

benefit of creditors or shall file a petition in bankruptcy for 

insolvency or for reorganization or shall make application for 

the appointment of a receiver; or (iv) any execution or 

attachment shall be issued against Tenant or any of Tenant's 

property, whereby the Leased Land or any building or buildings 

or any improvements thereon shall be taken or occupied or 

attempted to be taken or occupied by someone other than Tenant, 

except as may herein be permitted, and such adjudication, 

appointment, assignment, petition, execution, or attachment 

shall not be set aside, vacated, discharged, or bonded within 

thirty (30) days after the issuance of the same, then a default 

hereunder shall be deemed to have occurred so that the 

provisions of this S10.01 shall become effective and Landlord 

shall have the rights and remedies provided herein. 

10.01.02. Peaceable Surrender. Should the term 

of this lease at any time be ended under the terms and 

conditions of this S10.01, or in any other way, Tenant hereby 

covenants and agrees to surrender and deliver up the Leased 



Land peaceably to Landlord immediately upon the terminaticn of 

the term. 

Relettinq Leased Land. time 

or from time to time after any such default and notice thereof 

(if required) pursuant this Landlord its 

representatives may, without notice, reenter the Leased Land by 
- 

force, summary proceedings or ctherwise, and remove all persons 

and contents therefrom, without being liable to prosecution 

therefor, and Tenant hereby expressly waives the service of any 

notice in writing of intention to reenter or to institute legal 

proceedings to that end and Tenant shall pay, at the same time 

as the rent becomes payable under the terms hereof, a sum 

equivalent to the rent and additional rent reserved herein, and 

Landlord may relet the Leased Land or any part or parts thereof 

in the name of Landlord or otherwise, for a term or terms which 

may at Landlord's option be less than or exceed the ,;riod 

which would otherwise have constituted the balance of the term 

of this lease without releasing Tenant from any liability, 

applying such rent first, to the cost of obtaining possession, 

second, to restoring the Leased Land to a rentable condition, 

third, to brokerage fees and the cost to Landlord of reletting 

the Leased Land, and then to the payment of rent, items or 

additional rent and all other charges due and to grow due to 

Landlord, any surplus to be paid to Tenant, who shall remain 

liable for any deficiency. The failure or refusal of Landlord 



to relet the Leased Land or any part thereof shall not release 

or affect Tenant's liability. Any sums due to Landlord shali 

be paid in monthly installments by Tenant on the rent day 

specified in this lease and any suit brought to collect the 

amount due for any month shall nor prejudice in any way the 

rights of Landlord to collect any sums due for any subsequent - 
montn. Landlord at its option, may make alterations, repairs, 

replacements or painting in the improvements on the Leased Land 

as Landlord may consider advisable for the purpose of reletting 

the Leased Land or any part thereof, and the making of such 

alterations, repairs, replacements or painting shall not 

operate to be construed to release Tenant from liability 

hereunder. Any mention in this lease of any particular remedy 

shall not preclude Landlord from any other remedy in law or in 

equity. Tenant hereby waives any and all rights of redemption 

granted by or under this lease. In the event of the 

termination of this lease pursuant to this S13.01, Landlord 

shall forthwith, notwithstanding any other provisions of this 

lease to the contrary, be entitled to recover from Tersnt as 

liquidated damages an amount equal to the difference between 

the rent reserved in this lease for the unexpired portion of 

the term leased and the then fair and reasonable rental value 

of the Leased Land for the same period. 



Other Remedies 

510.02. Any termination of this lease as herein 

provided shall not relieve Tenant from the payment of any sum 

or sums that shall then be due and payable to Landlord 

thereunder or any claim for damages then or theretofore 

accruing against Tenant hereunder, and any such termination -- 
shali not prevent Landlord from enforcing the payment of any 

such sum or sums or claim for damages by any remedy provided 

for by law, or from recovering damages from Tenant for any 

default thereunder. All rights, options, and remedies of 

Landlord contained in this lease shall be construed and held to 

be cumulative, and no one of them shall be exclusive to the 

other, and Landlord shall have the right to pursue any one or 

all of such remedies or any other remedy or relief which may be 

provided by law, whether or not stated in this lease. 

Continuation of Lease Durinq Breach 

510.03. At Landlord's option, if Tenant has breached 

this lease and abandoned the Leased Land, no notice of 

termination will be given and this lease will continue in 

effect for so long as Landlord does not terminate Tenant's 

right to possession. Landlord may in that case enforce all its 

right and remedies under this lease, includir.: the right to 

recover rent as it becomes due. 



N o  Waiver of Defau l t  

5 1 0 . 0 4 .  Landlord ' s  f a i l u r e  t o  t a k e  advantage of any 

d e f a u l t  o r  breach of covenant on t h e  p a r t  of  Tenant s h a l l  not  

be ,  o r  be cons t rued  as  a waiver t h e r e o f ,  nor  s h a l l  any custom 

o r  p r a c t i c e  i i c h  may grow up between t h e  p a r t i e s  i n  t h e  cou r se  

of  admin i s t e r ing  t h i s  l e a s e  be cons t rued  t o  waive o r  t o  l e s s e n  

t h e  r i g h t  of Landlord t o  i n s i s t  upon t h e  performance by Tenant 

any term, covenant ,  - c o n d i t i o n  h e r e o f ,  o r  t o  e x e r c i s e  any 

r i g h t s  g iven it on account  of any such d e f a u l t .  A waiver of a 

p a r t i c u l a r  b reach ,  o r  d e f a u l t ,  s h a l l  no t  be  deemed t o  be  a 

waiver of t h e  same o r  any o t h e r  subsequent  b reach  of d e f a u l t .  

The acceptance of r e n t  hereunder s h a l l  n o t  be ,  o r  be c o n s t r u e d  

t o  be ,  a waiver of any term, o r  c o n d i t i o n  of t h i s  l e a s e .  

Demand f o r  Rent 

S10.05. Except a s  o the rwi se  e x p r e s s l y  provided 

h e r e i n ,  i n  t h e  event  t h a t  Tenant s h a l l  be i n  d e f a u l t  i n  t h e  

payment of any r e n t s  provided f o r  i n  t h i s  lease, Tenant waives 

t h e  making by Landlord of any demand f o r  r e n t  p r i o r  t o  t h e  

commencement of any a c t i o n  i n  e jec tment  o r  t o  o b t a i n  posses s ion  

of t h e  Leased Land. 

La t e  Charqe 

S10.06. Tenant s h a l l  pay Landlord a one and one-half  

p e r c e n t  ( 1 1/2%) l a t e  charge  on every  r e n t  payment made f i v e  

( 5 )  days o r  more a f t e r  due d a t e .  



ARTICLE 11. 

SURRENDER AND REMOVAL 

Surrender of Possession 

511.01. Upon the expiration of the term of this 

lease c z  any earlier termination thereof, Tenant shall 

surrender to Landlord possession of the Leased Land and all 

buildings and improvements thereon. 

Removal of Personal Property 

S11.02. If Tenant shall not then be in default under 

any of the covenants and conditions hereof, Tenant may remove 

or cause to be removed all of Tenant's machinery, equipment and 

trade fixtures on the Leased Land; provided, Tenant shall, at 

its sole cost and expense, immediately repair any damage or 

injury to any building or other improvement on the Leased Land 

caused by such removal. Any of said machinery, equipment or 

trade fixtures that are not removed from the Leased Land within 

thirty (30) days after the date of expiration or any 

termination of this lease shall belong to Landlord without the 

payment of any consideration; provided, Landlord, may require 

Tenant to remove any or all of such machinery, equipment or 

trade fixtures at Tenant's sole cost and expense. The 

provisions of this S11.02 shall survive the expiration or 

termination of this lease. 



Tenant 's Quitclaim 

511.03. Upon the ex~iration of the lease term, or 

any sooner termination of this lease, at Landlord's request, 

Tenant agrees to execute, acknowledge and deliver to Landlord a 

proper instrument in writing, releasing, and quitclaiming to 

Landlord all right, title and interest of T?nant in and to the 

Leased Land and all buildings and other improvements thereon. 

ARTICLE 12. 

LANDLORD'S GENERAL PROTECTIVE PROVISIONS 

Landlord's Riqht of Entry and Inspection 

S12.01. Tenant shall permit Landlord or Landlord's 

agents, representatives, or employees to enter upon the Leased 

Land at reasonable times for the purpose of conducting an 

inspection in a reasonable manner to determine whether 

agreements in this lease are being complied with, or for the 

purpose of showing the Leased Land to prospective tenants, 

purchasers or mortgagees. 

Performance of Tenant's Obligations 
After Notice or Without Notice in Emer~ency 

S12.02. If Tenant shall default in the performance 

of any covenant or condition in this lease required to be 

performed by Tenant, Landlord may, after thirty (30) days' 

notice to Tenant, or without notice if in Landlord's opinion an 

emergency exists, perform such covenant or condition for the 

account and at the expense of Tenant. If Landlord shall .incur 



any expense, including reasonabie attorneys' fees, in 

instituting, prosecuting, or defending any action or proceeding 

instituted by reason of any default of Tenant, Tenant shall 

reimburse Landlord for the amount of such expense. Should 

Tenant, pursuant to this lease, become obligated to reimburse 

or otherwise pay Landlord any sum of money in addition to the - 
basic rent, the amount thereof shall be deemed additional rent 

and may, at the option of Landlord, be added to any subsequent 

installment of the basic rent due and payable under this lease, 

in which event Landlord shall have the remedies for default in 

the payment thereof provided by this lease. The provisions of 

this S12.02 shall survive the termination of this lease. 

Release of Landlord After Sale 

512.03. In the event of a sale or conveyance by 

Landlord of the Leased Land or any part containing the Leased 

Land, Landlord shall be released from any future liability upon 

any of the covenants or conditions, expressed or implied, in 

favor of Tenant, and in such event, Tenant agrees to look 

solely to the responsibility of the successor in interest of 

Landlord in and to this lease. 

Accord and Satisfaction 

S12.04. No payment by Tenant or receipt by Landlord 

of a lesser amount than the rental shall be deemed to be other 

than on account of the rental, nor shall any endorsement or 

statement on any check or any letter accompanying any check or 



payment a s  r e n t  be deemed an accord  and s a t i s f a c t i o n ,  and 

Landlord may accep t  such check o r  payment wi thout  p r e j u d i c e  t o  

Landlord ' s  r i g h t  t o  recover  t h e  ba l ance  of t h e  r e n t a l  o r  pursue 

any o t h e r  remedy provided f o r  i n  t h i s  l e a s e .  

Landlord 's  Con t r ac tua l  S e c u r i t y  I n t e r e s t  

S12.05. Landlord s h a l l  have a t  a l l  times a v a l i d  -- 

s e c u r i t y  i n t e r e s t  t o  s ecu re  payment of  a l l  r e n t  and o t h e r  sums 

o f  money becoming due hereunder from Tenant,  and t o  s e c u r e  

payment of any damages which Landlord may s u f f e r  by r ea son  of 

t h e  breach  by Tenant o f  any covenant ,  agreement o r  c o n d i t i o n  

con ta ined  he re in ,  upon a l l  f i x t u r e s  and pe r sona l  p r o p e r t y  of  

Tenant p r e s e n t l y ,  o r  which may h e r e a f t e r  be,  s i t u a t e d  on t h e  

Leased Land, and a l l  proceeds there f rom,  ana  such p r o p e r t y  

s h a l l  n o t  be removed without  t h e  consen t  of Landlord u n t i l  a l l  

a r r e a r a g e s  i n  r e n t  a s  w e l l  a s  any and a l l  o t h e r  sums of money 

t h e n  due t o  Landlord o r  t o  become due t o  Landlord hereunder  

s h a l l  f i r s t  have been p a i d  and d i scha rged  and a l l  t h e  

covenants ,  agreements and c o n d i t i o n s  hereof have been f u l l y  

complied wi th  and performed by Tenant .  Upon t h e  occur rence  of  

an  even t  of d e f a u l t  by Tenant,  Landlord may, i n  a a d i t i o n  t o  any 

o t h e r  remedies provided h e r e i n ,  e n t e r  upon t h e  Leased Land and 

t a k e  possess ion  of any and a l l  f i x t u r e s  and p e r s o n a l  p r o p e r t y  

o f  Tenant s i t u a t e d  on t h e  Leased Land, w i thou t  l i a b i l i t y  for 

t r e s p a s s  o r  convers ion,  and se l l  t h e  same a t  p u b l i c  o r  p r i v a t e  

s a l e ,  wi th  o r  wi thout  having such p r o p e r t y  a t  t h e  sale, after 



giving Tenant reasonable notice of the time and place of any 

public sale or of the time after which any private sale is to 

be made, at which sale Landlord or its assigns may purchase 

unless otherwise prohibited by law. Unless otherwise provided 

by law, and without intending to exclude any other manner of 

giving Tenant reasonable notice, the requirement of reasonable 
... 

notiee shall be met if such notice is given in the manner 

prescribed in the lease at least seven (7) days before the time 

of sale. Any sake made pursuant to the provision of this 

S12.05 shall be deemed to have been a public sale conducted in 

a commercially reasonable manner if held on the Leased Land 0.:. 

where the property is located after the time, place, and method 

of sale and a general description of the types of property to 

be sold have been advertised in a daily newspaper published in 

Guam, for five (5) consecutive days before the date of the 

sale. The proceeds from any such disposition, less any and all 

expenses connected with the taking of possession, holding and 

selling of the property (including reasonable attorneys' fees 

and legal expenses), shall be the security interest granted in 

this S12.05. Any surplus shall be paid to Tenant or as 

otherwise required by law; Tenant shall pay any deficiencies 

forthwith. Upon request by Landlord, Tenant agrees to execute 

and deliver to Landlord a financing statement in form 

sufficient to perfect the security interest of Landlord in tt 



aforementioned property and proceeds thereof under the 

provisions of the Guam Uniform Commercial Code. 

Landlord's Title 

512.06. Nothing herein contained shall empower 

Tenant to do any act which can, may or shall cloud or encumber 

Landlord's fee simple title. This lease does not grant any 

rights to light and air over property except over public 

streets, alleys or ways kept open by public authority. 

Reserved Riqhts 

S12.07. Landlord reserves the following rights: (i) 

TO change the street address of the Leased Land without notice 

or liability of Landlord to Tenant; (ii) to display during the 

last ninety (90) days of the term without hinderance or 

molestation by Tenant "For Rent" and similar signs on windows 

or elsewhere in or on the Leased Land; (iii) during the last 

ninety (90) days of the term or any part thereof, if during or 

prior to that time Tenant vacates the Leased Land, or at any 

time after Tenant abandons the Leased Land, to enter and 

decorate, remodel, repair, alter or otherwise prepare the 

Leased Land for re4:cupancy; and (iv) to take any and all 

reasonable measures, including inspections, repairs, 

alterations, additions and improvements to the Leased Land as 

may be reasonably necessary or desirable for the safety, 

rotection or preservation of the Leased Land or Landlord's 

interest. Landlord may enter upon the Leased Land and may 



exercise any or all of the foregoing rights hereby reserved 

without being deemed guilty of any eviction or disturbance of 

Tenant's use or possession and without being liable in any 

manner to Tenant. 

Landlord's Riqht to Cure Default 

512.08. In the event Tenant shall fail to pay and 
.- 

disc'harge or caused to be paid and discharged, when due and 

payable any tax, assessment, or other charge upon or in 

connection with the Leased Land, or any lien or claim for labor 

or material employed or used in or any claim for damages 

arising out of the construction, repair, restoration, 

replacement, maintenance, ana use of the Leased Land and the 

improvements, or any judgment on any contested lien or claim, 

or any insurance premium or expense in connection with the 

Leased Land and improvements, or any other claim, charge, or 

demand which Tenant has agreed to pay or caused to be paid 

under the covenants and conditions of this lease, and if 

Tenant, after ten (10) days written notice from Landlord to do 

so, shall fail to pay and discharge the same, then Landlord 

may, at its option, pay any such tax, assessment, insurance 

expense, lien, claim, charge, or demand, or settle or discharge 

any action therefor, or judgment thereon, and all costs, 

expenses, and other sums incurred or paid by Landlord in 

connection with any of the foregoing shall be paid by Tenant to 

Landlord upon demand, together with ~nterest thereon at the 



rate of one and one-half percent (1 112%) per month from the 

date incurred or paid, and any default in such repayment shall 

constitute a breach of the covenants and conditions of this 

lease. 

ARTICLE 13 

GAA ASSURANCES TO FAA AND JOINT USE AGREEMENT 

Compliance 

S13.01. Tenant agrees to observe and obey all 

applicable rules and regulations promulgated by the Federal 

Aviation AL~inistration ("FUN) or Landlord governing conduct 

on and operations at the Guam International Air Terminal and 

all related facilities owned and operated by Landlord including 

the G;SA Industrial Park !collectively referred to as "GIAT"). 

Landlord has received federal assistance through several 

executed Grant Agreements for GIAT development and certain land 

acquisition transactions. This lease and Tenant's use of the 

Leased Land and GIAT shall be subject to any and all applicable 

terms of those certain Sponsor's Assurances that Landlord (as 

Sponsor therein) has made to FAA as they relate to the 

application, acceptance and use of federal funds for GIAT 

development. The Assurances applicable to this lease shall 

include, but not be limited to, the following specific terms 

and conditions: 

13.01.01. Non-discrimination. (a) Tenant for 

itself, its successors in interest, and assigns, as a part of 



the consideration hereof, does hereby covenant and agree as a 

covenant running with the Leased Land that in the event 

facilities are constructed, maintained, or otherwise operated 

on the Leased Land for a purpose for which a 9OT program or 

activity is exrended or for another purpose involving the 
- - .  

provision of similar services or benefits, Tenant shail 
.- 

maintain and operate such facilities and services in compliance 

with all other requirements imposed pursuant to 49 CFR Part 21, 

Nondiscrimination in Federally Assisted Programs of the 

Department of Transportation, and as said Regulations may be 

amended; (b) Tenant for itself, its successors in interest, and 

assigns, as a part of the consideration hereof, does hereby 

covenant and agree as a covenant running with the Leased Land 

that: (1) no person on the grounds of race, color, or national 

origin shall be excluded from participation in, denied the 

benefits of, or be otherwise subjected to discrimination in the 

use of said facilities, (2) that in the construction of any 

improvements on, over, or under the Leased Land and the 

furnishing of services thereon, no person on the grounds of 

race, color, or national origin shall be excluded from 

participation in, denied the benefits of, or otherwise be 

subjected to discrimination, (3) that Tenant shall use the 

Leased Land in compliance with all other requirements imposed 

by or pursuant to 39 CFR Part 21, Nondiscrimination in 



Federally Assisted Programs of the Deparzmer 

Transportation, and as said Regulations may be amended. 

13.01.02. Books, Records, Accounts. 

written request of FAA, Tenant shall provide a11 izio. 

reports required by FAA rules, regulations or directives 

pursuant thereto, and shall permit the examina: l3n 

5ooks, records, and its facilities, as may be determined 

to be pertinent to ascertain compliance with such 

regulations, orders and directives. 

13.01.03. Service, Prices. Tenant 

furnish services and products on a fair, equal, ar 

unjustly discriminatory basis to all customers and 

Tenant shall charge fair, reascnable and not un 

discriminatory prices for each unit of service and 2roduc 

13.01.04. Compatibility with GIAT Oper, 

and Use. Compatibility with GIAT operations and use is a 

concern for any development on cr near GIAT. Safety of I 

aircraft flight and ground operations must be and sha 

given primary concern at all times. Thus, the developmer 

use of the GAA Industrial Park, including this lease 

subject to and shall not be inconsistent with GIAT opera 



Guam w i t h  t h e  United S t a t e s  of  America d a t e d  J u l y  1 9 ,  1 9 7 4 .  

The r i g h t s  and o b l i g a t i o n s  under such J o i n t  U s e  Agreement have 

been t r a n s f e r r e d  t o  and assumed by Landlord.  I t  i s  e x p r e s s l y  

agreed t h a t  t h i s  l e a s e  i s  s u b j e c t  and s u b o r d i n a t e  t o  the s a i d  

J o i n t  U s e  Agreement and a l l  i t s  terms and c o n d i t i o n s .  

- -- ARTICLE 14# - - 

.- 

GENERAL PROVISIONS 

Covenant t o  Execute Addi t iona l  Ins t ruments  

514.01. Landlord and Tenant aszee t o  execu te  and 

d e l i v e r  any ins t ruments  i n  w r i t i n g  necessary  t o  c a r r y  o u t  t h e  

agreement, term, c o n d i t i o n ,  Qr assurance  i n  t h i s  l e a s e  whenever 

the occas ion  s h a l l  a r i s e  and r e q u e s t  f o r  such in s t rumen t s  s h a l l  

be made by t h e  o t h e r  p a r t y .  

No Waiver of Breach 

S14.02. No f a i l u r e  by e i t h e r  Landlord or  Tenant t o  

i n s i s t  upon t h e  s t r i c t  performance by t h e  o t h e r  of any  

covenant ,  agreement, term, o r  c o n d i t i o n  of t h i s  lease o r  t o  

e x e r c i s e  any r i g h t  o r  remedy consequent upon a breach  t h e r e o f ,  

s h a l l  c o n s t i t u t e  a waiver of any such breach  o r  of s u c h  

covenant ,  agreement, term, o r  c o n d i t i o n .  N o  waiver  of any  

breach s h a l l  a f f e c t  o r  a l t e r  t h i s  lease, b u t  each  and e v e r y  

covenant ,  cond i t i on ,  agreement,  and term of  t h i s  l e a s e  s h a l l  

con t inue  i n  f u l l  f o r c e  and e f f e c t  w i th  r e s p e c t  t o  any o:.ier 

t hen  e x i s t i n g  o r  subsequent b reach .  



Time of Essence 

S14.03. Time is of the essence of this lease, and of 

each provision. 

Successors In Interest 

S14.04. Each and all of the covenants, conditions, 

and restri-:ions in t h i ~  '.ease shall inure to the benefit of 
- 

and- shall be binding upon the successors in interest of 

Landlord, and subject to the restrictions of ARTICLES 6 and 9, 

supra, the authorized encumbrancers, assignees, transferees, 

subtenants, licensees, and other successors in interest of 

Tenant. 

Entire Aqreement 

Si4.05. This lease contains the entire agreement of 

the parties with respect to the matters covered by this lease, 

and no other agreement, statement, or promise made by any 

party, or to any employee, officer, or agent of any party, 

which is not contained in this lease shall be binding or valid. 

Waiver of Subroqation 

S14.06. All insurance policies carried by Tenant 

covering the Leased Land and the buildingJ and other 

improvements thereon, including but not limited to contents, 

fire, casualty, and other insurance, shall expressly waive any 

right of the insurer against Landlord. Tenant agrees that its 

insurance policies will include such waiver clause or 

endorsement. 



Parcia1 Invalidity 

914.07. If any terms, condition, or provision of 

this lease is held by a caurt of competent jurisdiction to be 

invalid, void, or unenforceable, the remainder of the 

provisions shall remain in full force and effect and shall in 
- 

no way be affected, impaired, or invalidated. 

Relationship of Parties 

S14.08. Nothing contained in this lease shall be 

deemed or construed by the parties or by any third person to 

create the relationship of principal and agent or of 

~artnership or of joint venture or of any association between 

Landlord and Tenant, and neither the provisions contained in 

this lease nor any acts of the parties shall be deemed to 

create any relationship between Landlord or Tenant, other than 

the relationship of landlord and tenant. 

Interpretation and Definitions 

S14.09. The language in all parts of this lease 

shall in all cases be simply construed according co its fair 

meaning and not strictly for or against Landlord or Tenant. 

Unless otherwise provided in this lease, or unless the context 

otherwise requires, the following definitions and rules of 

construction shall apply to this lease: 

14.09.01. Number and Gender. In this lease the 

neuter gender includes the feminine and masculine, the singular 

number includes the plural, and vice versa. 



13.09.02. !+andatow and Permissive. "Shall", 

"will", and "agrees" are mandatory, "may" is permissive. 

14.09.03. Captions. Captions of articles, 

sections, and subsections of the lease and of its table of 

contents are for convenience and reference only, and the words 

contained therein shall in no way be held to explain, modify, 
.- 

amplify, or aid in the interpretation, construction, or meaning 

of the provisions of this lease. 

14.09.04. Term Includes Extensions. All 

references to the "term" of this lease or the "lease term" 

shall include any extensions of such term. 

14.09.05. Other Definitions. Additionally, the 

following words and phrases shall have the follcwing meanings: 

14.09.05.01. Authorized Representatives: 

Any officer, agent, employee, or independent contractor 

retained or employed by either party, acting within authority 

given him by that party. 

14.09.05.02. Damase: Injury, deteriora- 

tion, or loss to a person or property caused by another 

person's acts or omissions. Damage includes death. 

14.09.05.03. Good Condition: The good 

physical condition of any improvements on the Leased Land and 

each portion of such improvements, including, without 

iimitation, signs, windows, appurtenances, and Tenant's 

personal property as defined here. "In good condition" means 



first-class, neat, clean and broom-clean, and is equivalent to 

similar phrases referring to physical adequacy in appearance 

and fcr use. 

14.09.05.04. Hold Harmless: To defend and 

indemnify from all liability, losses, penalties, damages as 

defined here, costs, expenses (including, without limitac-on, 

attorneys' fees), causes of action, claims, or judgments 

arising out of or related to any damage, as defined here, to 

any person or property. 

14.09.05.05. L :  Any judicial decision, 

statute, constitution, ordinance, resolution, regulation, rule, 

administrative order, or other requirement of any municipality, 

territorial, Federal, or other government agency or authority 

having jurisdiction over the 2ar t ies  or the Leased Land, or 

both, in effect either at the time of execution of the lease or 

at any time during the term, including, without limitation, any 

rule or regulation of Landlord. 

14.09.05.06. Lien: A charge imposed on 

the Leased Land by someone other than Landlord, by which the 

Leased Land is made security for the performance of an act. 

Most of the liens referred to in this lease are mechanics' 

liens. 

14.09.05.07. Maintain: Includes repair, 

replace, repaint, and clean. 



Interest 

514.11. Any sum accruing to Tenant or Landlord under 

the ~rovisions of this lease which shall not be paid when due 

shall bear interest at the rate of one and one-half percent 

(1 1/2%) per month from the date the rent was due with respect 

to rent and from the date written notice specifying such 
7 

nonpayment is given to the defaulting party, with respect to 

sums due other than rent. 

Modification 

S14.12. This lease is not subject to modification 

except in writing signed by both parties. 

Delivery of Rent and Notices - Method and Time 
514.13. All rents or other sums, notices, demands, 

or requests from one party to another may be personally 

delivered or sent by mail, registered, return receipt 

requested, postage prepaid, to the addresses stated in this 

S14.13, and shall be deemed to have been given at the time of 

personal delivery or at the time of mailing. 

14.13.01. Payment of Rent. All rents and other 

sums payable by Tenant to Landlord shall be by check payable to 

Landlord, delivered in person to the Landlord, or mailed to 

Landlord at P. 0 .  Box 8770, Tamuning, Guam 96911. 

14.13.02. Notices to Landlord. All notices, 

demands, or requests from Tenant to Landlord shall be given to 



14.09.05.00. Person: One or more human 

beings, or legal entities or other artificial persons, 

including, without limitation, partnerships, corporations, 

trusts, estates, associations, and any combina-ion of haxtan 

beings and legal entities. 

14.09.05.09. Repair: The reconstruction, 
.- 

rebuilding and rehabilitation that are necessary to return 

destroyed portions of any improvements on t..a Leased Land and 

other property to substantially the same physical condition as 

they were in immediately before the destruction. 

i ztorneys ' Fees 

514.10. In the event that either party hereto shall 

commence any legal action or proceeding, including an action 

for declaratory relief, against the other by reason of the 

alleged failure of the other to perform or keep any term, 

covenant, or condition of this lease by it to be performed or 

kept, the partj pevailing in said action or proceeding shall 

be entitled to recover, in addition to its court costs, 

reasonable attorneys' fee to be fixed by the court, and such 

recovery shall include court costs and attorneys' fees on 

appeal, if any. The court will determine who is the 

"prevailing party", whether or not the suit proceeds to final 

judgment; provided, however, that if an action is voluntarily 

dismissed, or dismissed pursuant to a settlement of the case, 

neither party will be entitled to recover its attorneys' fees. 



~andlcrd ty personal delivery or by mailing the same to P. 0. 

Box 8 7 7 0 ,  Tamuning, Guam 9 6 9 1 1 .  

14.13.63. Notices to Tenant. All notices, 

demands, or requests from Landlord to Tenant shall be given to 

Tenant at 267 South Mariye Drive; UIU Building, Tamuning, Guam 

9 6 9 1 1 .  

- 14.13.04. Chanqe of Address. Each party shall 

have the right, from time to time, to designate a different 

address by notice given in conformity with this §14.,3. 

ARTICLE 15. 

CONDEMNATION 

Conseuuences of Condemnation 

S 1 5 . 0 1 .  In the event during the term of this lease 

the Leased Land or any part thereof shall be taken or condemned 

by any authority having the power of eminent domain, then and 

in every such case the estate and interest of Tenant in any 

part of the Leased Land so taken or condemned shall at once 

cease and terminate; and the rental to be paid uncier this lease 

shall be reduced for and during the unexpired balance of the 

term hereof, effective as of the date when Tenant shall by 

reason of such taking or condemnation lose :he right to 

possession of such part of the Leased Land, in an amount which 

shall be that proportion of the rental which is equivalent to 

the reduction in the area of the Leased Land as a result of the 

taking or condemnation, and Landlord shall refund to Tenant any 



unearned portion of the rental thereof paid in advance prior to 

the effective date of such taking or condemnation. 

15.01.01. Compensation and Damaqes. In every 

such case of taking or condemnation of the Leased Land or any 

part thereof, all compensation and damages payable for or as a 

result of such taking or condemnation shall be payable to and - 
be the sole property of Landlord, and Tenant shall have no 

interest in or claim to such compensation or any part thereof 

whatsoever; and all compensation and damages payable for or on 

account of any buildings and other improvements on the Leased 

Land and any olans and other preparations therefor shall be 

payable to Le..,lord and Tenant as their respective interest 

shall appear, and said respective interest in such compensation 

and damages payable for or on account >f any such buildings or 

other improvements ;hall be fixed and determined, as of the 

date when Tenant shall by reason of such taking or condemnation 

lose the right to possession of such buildings or other 

improvements so taken or condemned, as follows: 

15.01.01.01. Landlord's Interest. The 

interest of Landlord therein shall be a proportionate amount of 

such compensation and damages in the ratic which the expired 

portion of the tern of this lease bears to the full term of 

this lease; and 

15.01.01.02. Tenant's Interest. Tenant's 

interest therein shall be the balance of such compensation and 



damages after first deducting therefrom the amount of the 

interest of Landlord therein as hereinbefore defined. 

15 . 0 1 . 0 2 .  Termination of Lease. In the event 

only part of the Leased Land shall be so taken or condemned, 

and either the balance of the Leased Land is unsuitable for the 

purpose for which leased to Tenant, or all of the buildings on 

the Leased  aid shall be so taken or condemned, or only a part 
of the buildings shall be so taken or condemned, thereby 

rendering the remaining portion of the buildings unsuitable for 

Tenant's purposes under this lease, and Tenant shall remove all 

remains of said buildings and any other improvements from the 

balance of the Leased Land and restore the Leased Land to good 

and orderly condition under its option as herein provided, then 

and in every such case Tenant shall have the right at its 

option, by giving prior written notice thereof to Landlord 

within sixty (60) days after such event, to terminate this 

lease. Upon such termination Tenant shall be relieved of all 

further obligations under this lease, and Landlord shall refund 

to Tenant any unearned portion of the rental therefor paid in 

advance prior to the effective date of such termination. 

ARTICLE 16. 

EXECUTION, RECORDING, AND INCORPORATION BY REFERENCE 

Recordinq 

S16.01. Tenant shall not record this lease without 

the written consent of Landlord; provided, however, upon the 



request of Tenant, the Landlord shall join in the execution of 

a memorandum of "short form" of this lease for the purpose of 

recordation. The memorandum or short form shall describe the 

parties, the Leased Land, the term of this lease, shall 

incorporate this lease by reference, and shall be in the form 

set out in Exhibit E attached hereto and incorporated herein. 

Counterparts 

S16.02. This lease, consisting of fifty (50) pages, 

plus exhibits, may be executed in several counterparts, each of 

which shall be deemed to be an original, but all of which shall 

constitute one and the same agreement, which shall be binding 

upon all parties hereto notwithstanding that all of the parties 

are ni;, signatories. 

Exhibits 

S16.03. All Exhibits artached hereto are made a part 

of this lease by reference. 

Execution 

S16.04. This lease has been executed by the parties 

GUAM AIRPORT AUTHORITY 
Landlord 

Its 

Tenant 
Its 



TERRITORY OF GUAM 

~unicipality of Agana 

On this day of , 1990, before me, 

a notary public in and for the Territory of Guam, personally 

appeared , the duly authorized 
representative of G3A.M AIRPORT AUTHORITY, known to me to be the 

person who executed the foregoing GAA Industrial Park Ground 

Lease, and acknowledged to me that he executed the same on 

behalf of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and 

affixed my official seal the day and year first above written. 

SEAL ( 

TERRITORY OF GUAM 

Municipality of Agana 

On this day of , 1990, before me, 

a notary public in and for the Territory of Guam, personally 

appea~ed , the duly authorized 
representative of , known to me 
to be the person who executed the foregoing GAA Industrial Park 

Ground Lease, and acknowledged to me that he executed the same 

on behalf of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and 

affixed my official seal the day and year first above written. 



EXHIBIT "A" 

Property Description 

Block No. , Tract No. 1427, Guam International Air 
Terminal Industrial Park, Hunicipalities of Barrigada 
and Dededo, Guam, containing an area of approximately 

square meters or square feet, as shown 
on Drawi-ng No. DS1-S-88-25 dated March 30, 1989, 

. prepared by registered land surveyor Nestorio C. 
Ignacio, RLS No. 65. 



EXHIBIT "B" 

§I .  Rental Schedule. For the first five (5) year period 

commencing t 19- the rental rate shall be 

- per square foot per year for the total area of the Leased 
Land. At the end of each fifth (5th) year of the term of this 

lease, the rental rate for the ensuing five (5) years shall be 

increased by ten percent (10%) of the prior effective rental 

rate. Rental shall be paid qonthly as specified in Section 

3.01.02 of the lease. 

52. Rental Projections. Upon commencement of the term of this 

lease Landlord shall provide Tenant with 30 year rental 

projections on an annual and monthly basis. 

53. Rental Durinq Option Periods. 

The rental during the extended perioas, if extended 

pursuant to Section 2.02 of the lease, shall be as agreed upon 

in writing by the parties or as determined pursuant to Section 

3.01.02 of the lease. Rental during the extended periods shall 

include automatic escalations. At the end of each 5th year of 

any extended term, the rental rate for the ensuing 5 years 

shall be increased by 10% of the prior effective rsntal rate. 



EXHIBIT "C"  

S1. Authorized Uses and Activities: 

5 2 .  Authorized and Required Uses and Activities: 



EXHIBIT "DM 

Facilities to be Constructed 



EXHIBIT "D" 

Facilities to be Constructed 
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-=y' [SZO EASTERN ll:c. January 17. 1991 

Mr. Douglas C. Lenz 
Branch Manager 
ESSO Eastern Inc. r, - '996 . a _ _ 'VY" 

267 South Marlne Drive 
3rd Floor .T' \!I ] -- 
Tarnuning, Guam 969 1 1 -- 

w--- 

~m Lot 2 , Pum~house & P i ~ b e  Easement, and Lot 3A. Cabras Island Iudtlstrial Park 

Dear Mr. Lenz: 

This letter shall serve as  formal notification to your ffrm of the recent acUon taken by the 
GEDA Board of Directors on January 2nd. 199 1. and by the PAG Board of Directors on January 
3. 1991. The method used in calculating the escalation of the lease rate is based on the 
appraisal forwarded to your firm in July of 1990, which reflects $70.00 per square meter a s  the 
market value of real estate in thfs area. It was by mutual agreement of the GEDA Board and 
your firm that ten percent (10%) of the appraised value shall be the annual rental. The 
breakdown of the individual parcels is a s  follows: 

RE: ~ o t  2 and P U ~ D ~ O U S ~  & Pi~ellne Easement: 

For Lot 2; 
The lease payments for the first 10-year extension period (October 1, 

, 1989 through September 30. 1999) shall be set at  a fixed annual rate of 
\ $141,429.19. 

(ZU2W. 17s.m. x $70/sq.m. = $1,4 14291.95 x 10% = $141,429.19) 
($14 1,429.19 + 12 = $ 1 1,785.77 in monthvpqments) 

RETROACTIVE PAYMENT for LOT 2: 
ESSO shall make retroacthre payments on Lot 2 a s  follows: D E C  1 3  1996 

For the period Oct 1. 1989 - Sept. 30. 1990: $125.429.19 
($141.429.19 less Sl6,CrjOcredit) 

For the period Oct. 1. 1990 -Jan. 31. 1991: $31.143.06 
($47,143.06 less Sl6,EU credit) 

TOTAL retroactive payment through January 3 1. 199 1: $156.572.25 

For the Pum~house and Pipeline Easement: 
The lease payments for the first 10-year extension period (October 1. 
1989 through September 30.19991 shall be set at a fixed annual rate of 
s1.7sO.m. 

0 0 8 0 8 6  
(250s.m. x $70/sq.rn. = $17,5CX3 x 10% = $1,750.a0) 
($1,750 + 72 = $145.83 in monthlypcryments) 

RETROACTWE PAYMENT for the EASEMENT: 
ESSO shall make retroactive payment for the Pumphouse & Pipeline 
Easement as  follows: 

For the period Oct. 1. 1989 - Sept. 30, 1990: $1.750.00 
For the period Oct. 1. 1990- Jan. 3 1. 199 1 : $583.00 

plus 
For the perlod March 1. 1986 until September 30. 1989: $1,260.00 

($3 15.m per annurn pursuant to the Agreement dated Jutv 1 7, 19861 
TOTAL retroactive payment through January 3 1. 199 1: $3.593.00. 

GL'AM: TC Sulldlng. Su~te 91 1. 590 Sourn Manne Dr. Tornunfng. GU 9691 1 7h. (671) bd9-4141 Fox: (671) MOdldb Telex: (721) 6132 GEDAGUAM 
4ONG KCNG. Rm POlA. Jub~lee Cornrnerc~al Bldq.. 4 2 4  Gloucester Rd. Wancra~. no- K o o g  . Ph. (852) 58042000 / 1 . Fax: (852) 58660770 
*;IIWAN. Showroom 7 8 1  7 .  :cloec Worcd Troae Cenrer. 5. Shin YI R d  . Ca. 5 .  'c,cel. Town ROC . 2 h  (886) 2-723-2734 Fax: (886) 2-723-2735 ,.--. - ,  - - ? -rn r..- Y - - . ~ .  ---, ,. .-.,, . 31 ,!a?\ 7 C ? A . A Y "  . z,, 1.1, - c 7 -  a n ~ l  - - i - - .  J - . ~ A ? ~ Y C K ~ T  



GEDA 
Mr. Douglas Lenz 
January 17, 1991 Page 2 

The CEDA Board. at its meeting on January 2, 1991. took the initiative to 
approve a new rate for the annual lease payment on Lot 3A 
Commencing January 18. 1991 and thereafter through January 17, 
2001. the fncreased payment for Lot 3A consisting of 3.214 Acres 
(13,006.61 s.m.1, shall be in the amount of$91,046.27. 

(13.a3.61 sm. x $70/sq. m. = S910A52.70 x 1 0 %  = S91,C146.27) 
($9 1,045.27 + M rnonftrs = $7,587. 19 h rnonthiy payments) 

RETROACTIVE PAYMENT for Lot 3A: 
ESSO shall make retroactive payment on Lot 3A as follows: 

For the perid Jan. 18.1991 through Jan. 3 1,199 1: $3,426.47 

Total retroactive payments due Immediately upon execution of the Amendment are in the sum 
of $163,591.72. The breakdown is as follows: \ 

For Lot 2: ' $156.572.25 
For the Easement: \ $ 3.593.00 
For Lot 3A $ 3.426.47 
TOTAL RETROACTIVE PAYMENTS: $103,591.72 

Commencing February 1. 199 1 and and on the first of each month thereafter until expiration 
of the respective terms for each Sublease Agreement and the Easement Agreement. the rent 
payments shall be made in advance on a monthly basis in the amounts shown below: 

For Lot 2: $1 1.785.77 
For the Easement: $ 145.83 
For Lot 2 and the Easement combined: 

For Lot 3A: $7.587.19 

The sublease agreements for these premises shall be amended to reflect monthly installment 
payments in lieu of advance annual payments. Attached please flnd the proposed Amendment 
to the Sublease Agreements for your review and signature. Should you have any questtons 
regarding this matter. please call GEDA 

Sincerely. 

Charles P. Crisostomo 
bU q .$L 
David B. Qd c 

Administrator General ~ & a i w /  
Guam Economic Development Authority Port Authoriq djGuam 

KL/dc 
Enclosure 

COMMONWEALTH NOW! 



M ~umorty at QLam 
~ o r m e U O b Y O Q . n d E a r o n ~  
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PART I - INTRODUCTION 

APPRAISAL REPORT 

Covering 

Market Value Estimate of the Fee Simple Interest in 
Lot Numbers 1, 2, and Portion of Lot 3 Identified as Lot 3A, containing an estimated 

total land area of 51,602.33 square meters (12.75 acres) 

ldentified as 

The Sites Near the Existing Mobil Oil and Exxon Gas Compound and Surrounding Land 

Located At 

Cabras Island, Municipality of Piti, Guam 

Prepared For 

Port Authority of Guam 
1026 Cabras Highway 

Suite 201 
Piti. Guam 96915 

Attention: Mr. David 6. Tydingco, General Manager 

Prepared By 

The Appraisal Desk 
Suite 224, Julale Center, 

E. O'Brien Drive, Agana, Guam 96910 
Telephone (671 ) 477-4207 472-81 91 

Facsimile (671 ) 477-41 98 

Appra=l D m .  Sune 224. ~ u k b  Center. ~gs r r s .  Guam s e s i o  Tel: 477-4207. 472-8191. TeWax: 4 7 7 4 1 9 8  1 
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"First in GUAM Real Estate Appraisals" 

%He 224 Julale Center, Agana, Guam 96910 472-8191 477-4207 FAX: 477-4198 

July 10, 1990 

Port Authority of Guam 
1026 Cabras Highway 
Suite 201 
Piti, Guam 96915 

I I  Attention: 
Mr. David B. Tydingco, General Manager 

Market Value Estimate of the Fee Simple lnterest in 
Lot Numbers 1, 2, and Portion of Lot 3 ldentified as Lot 3A, 
containing an estimated total land area of 51.602.33 square 
meters (12.75 acres) ldentified as The Sites Near the Existing 
Mobil Oil and Exxon Gas Compound and Surrounding Land 

Pursuant to your request, we have estimated the market value of the Fee Simple lnterest in the 
above captioned property. The property a three contiguous parcels of vacant, undeveloped 
land located fronting Route Number 1 1, in Cabras Island Sector of Piti, having a combined area 
of 51,602.33 square meters. 

I The purpose of our analysis was to derive the value of the above property, combined, as of 
June 15, 1990. 

THREE MILLION SIX HUNDRED TWELVE THOUSAND DOLLARS :- 
($3.61 2,000) 

I 

The following pages comprise the description of the property and other salient information 
predicating our final value estimates. Should you have any questions, please contact our office. 
Thank you for the opportunity in completing this important assignment for you. 

/-- 

As of the date of the appraisal, the values of the subject property, subject to all limiting 
conditions and assumptions contained herein, was: ,, - ,  

\ ..- J 
1: 

THE A ~ P R A I ~ ~ ~ ~ ~ S K  
J.C. Concepcioi - Chief Appraiser 
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STATEMENT OF LIMITING CONDITIONS AND ASSUMPTIONS 

The certification appearing in this study is subject to the following conditions and to such 
other specific and limiting conditions set forth in this study. 

1. This appraisal covers the property as described in this report, and the areas and 
dimensions as shown herein are assumed to be correct. 

2. The appraiser has made no survey of the property and assumed no responsibility in 
connection with such matters. Any sketch or identified survey of the property 
included in this report is only for the purpose of assisting the reader to visualize the 
property. 

Responsible ownership and competent management are assumed. 

No responsibility is assumed for matters involving legal or title considerations. 

The information identified in this report as being furnished by others is believed to 
be reliable, but no responsibility for its accuracy is assumed. 

Possession of this report, or a copy thereof, does not carry with it the right of 
publication, nor may it be used for any purpose by any but the client for whom it 
was made without the consent of the appraiser or client. 

The appraiser is not required to give testimony or attendance in court by reason of 
this appraisal unless arrangements have been previously made. 

The allocation of total value to land or to building, if shown in this report, is 
invalidated if used separately in conjunction with any other appraisal. 

The valuation reported herein is based on current economic conditions which have 
been substantiated by my independent and current economic surveys in the subject 
area. Should economic conditions change, and if certain economic factors vary, the 
future value of the subject property could conceivably be more or less than the 
valuation figure reported. 

The accompanying appraisal report has been prepared on the basis on information 
and assumptions set forth in the report. Although I believe the information and 
assumptions used constitute reasonable basis for preparation of the appraisal report, 
the achievement of any financial projection is dependent upon the occurrence of 
future events which cannot be assured. Therefore, the actual results achieved may 
vary from the projections. 

The terms of the engagement are such that I have no obligation to update this report 
or revise the reported financial results because of events and transactions occurring 
subsequent to the date of this report. 

Ra Awn-l Oetk. Srnte 224. Julab Center. Agsna. Guam 96910 Tel: 477-4207.472-8191. Teietax: 477-4198 9 



12. The survey map submitted with this request indicates three contiguous Lots located 
within Parcel One. Lots 1 and 2 are identified with computed land areas. Lot 3A, 
further a portion of Lot 3, was estimated to have a land area of 8,276 square meters 
predicated on the "pencilled' section of the map. 

13. Great weight was given to the most reliable means of valuation of a vacant parcel. 
This approach is known as the market comparison approach of the market data 
approach. 

14. It is known that a lease agreement is existing for at least two of the parcels under 
appraisement. These leases are with Mobil Oil and Exxon Corporation. However, 
However no leases, proposed or otherwise, were submitted. This report entails the 
fee simple value of the property. The major purpose of lease term conditions were 
not estimated. 

~ n ,  ~ppral9.l m. Suite 224. ~ c ~ e  Center. Agana. ~ u a m  ~ ~ 9 1 0  Tel: 477-4207, 472-8191, ~eb iax :  477-4 198 10 
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DEFINITION OF TERMS 

Various terms are used in this report. These terms are defined to assist the reader in 
understanding particular terminology. 

Fee Simple Estate - Absolute ownership unencumbered by any other interest or estate; 
subject only to the limitation of eminent domain, escheat, police power, and taxation. 

Highest and Best Use - 

1. The reasonable and probable use that supports the highest present value or 
improved property, as defined, as of the date of appraisal. 

2. That probable use which is expected to yield the highest net return to the land over 
a given period of time. 

3. The use must be legal and in compliance with regulations and ordinances within the 
police power of the city, county and state, including health regulations, zoning 
ordinances, building code requirements, etc. 

4. The most profitable use. 

Market Value - Is the major focus of most real property appraisal assignments. Both 
economic and legal definitions have been developed and refined. Continual refinement is 
essential to the growth of the appraisal profession. The current economic definition of 
market value can be stated as follows: 

Market value is defined as the most probable price estimated in terms of money (U.S. legal 
tender) which a property would bring if exposed for sale for a reasonable period of time on 
the open market, to a seller, willing but not compelled to buy; both parties being fully 
informed of all the purposes of which the property is best adapted and is capable of being 
used. 

Fundamental assumptions and conditions presumed in this definition are: 

1. Buyer and seller are motivated by self-interest. 
2. Buyer and seller are well informed and are acting prudently. 
3. The property is exposed for a reasonable time on the open market. 
4. Payment is made in cash or its equivalent, or specified financing terms. 
5. Specified financing, if any, may be the financing actually in place or on terms 

generally available for the property type in its locale on the effective 
appraisal date. 

6. In effect, if any, on the amount of market value of a typical financing, 
services, or fees shall be clearly and precisely revealed in the appraisal 
report. 

Square Meter - The square meter is a commonly used land measurement in Guam. One 
SClUare meter equals 10.764 square feet; 4,046.88 square meters approximate one acre. 

me A W - 1  D&. Suite 224. J&b -a Agsna. Guam S-10 Td: 4774207.4728191, TekYkx: 4774188  11 



PART I I  - FACTUAL DATA 

PURPOSE OF THE APPRAISAL, 

There are three (3) parcels of land under study by the Port Authority of Guam, for 
consideration for part of a redevelopment plan of the Cabras Island Sector of Piti. The plan 
calls for a complete redevelopment of the existing lots for a probable relocation move by the 
long-term tenants, Mobil Oil and Exxon Corporation. The subject parcels are in the vicinity 
of the Commercial Port of Guam encompassing some twelve and three quarter (12.75) acres 
of land. 

Port Authority of Guam, represented by Mr. David B. Tydingco, its General Manager, had 
requested an appraisal report of the subject parcels with which such a report may be used 
as a reference to assist in reflecting a value conducive to a development plan and further 
extend an aid in determining a probable lease term and conditions. 

The purpose of the appraisal is to: 

1. Determine the Market Value of the FEE SIMPLE INTEREST of the subject parcels or 
portions of these parcels, combined, identified as Lot Numbers 1, 2, and 3A, Piti, 
Guam. In reviewing the submitted map, the parcels are more elaborated as: 

Lot 1 of Parcel Number One - This parcel is located northwesterly of Lot 2 and is 
fronting the harbor to the west and Route 11 to the north. It contains a total land 
area of 23,121,44 square meters or 5.71 acres. 

Lot 2 of Parcel Number One - A 20,204.91 square meter parcel (5 acres), a corner 
parcel fronting Route 11 to the northeast and a 100 feet easement to the south. 

Lot 3A within Lot 3 of Parcel Number One - Estimated to have about 8,276 
square meters of land, this pieced-out portion of Lot 3 is wedged between Lot 2 and 
Lot 38. It fronts a 100 feet wide easement to the south. 

The total area appraised. an aggregate of the above parcels or portions thereof, is 
51,602.33 square meters ( 1  2.75 acres). 

FUNCTION OF THE APPRAISAL 

The function of the report is to be used as a reference to in reflecting a total value of the 
parcels combined, which would serve as an aid to a proposed redevelopment and relocation 
probable lease term and conditions. The date of this report is June 15. 1990. 

DOCUMENTATION 

The following was submitted by the Port Authority of Guam: 

1. Property Survey Map titled "Survey and Parcelling of Proposed Commercial Port 
Parcel 1, Cabras Island within Apra Harbor Reservation, Municipality of Piti", Drawing 
Number 3048-3, prepared by ESCO INTERNATIONAL, undated and unrecorded. 

The Appra-l Oask. Sutte 224. Julale Center. Agena. Guam 06010 Tel: 477-4207.4728191. TeWmx: 4774198 12 



ISLAND. DISTRICT AND NEIGHBORHOOD DATA 

ISLAND OF GUAM 

Phvsical Characteristics 

Guam, an unincorporated United States territory, is the largest and most populated island in 
the western Pacific Ocean between Hawaii and the Philippines. The island is over 30 miles 
long and ranges from 4 miles at it's narrowest point to 8.5 Miles at it's widest, with an area 
of 209 square miles. Guam lies 13 degrees 28'29"N and 144 degrees 44'55"E at Agana, the 
capital city on the central western coast. It is substantially closer to many Asian countries 
than to the nearest state, Hawaii. It lies 3,700 miles west-southwest of Honolulu, 1,500 miles 
east of Manila, and 1,500 miles south-southeast of Tokyo. 

Guam is a volcanic island. To the south are located two of the deepest part of all the oceans 
of the world, Challenger Deep and Nero Deep, each plunging more than 6 miles to the 
ocean bed. 

The northern half of the island is geologically characterized by a raised limestone plateau 
with a maximum elevation of 500 feet. Water easily percolates through the soil, providing a 
good source of fresh water but resulting in poor agricultural soil due to the leaching of 
nutrients. 

The central waist of Guam geologically represents a transitional-zone between the northern 
limestone and southern volcanic formations. This portion, in which the capital city is located, 
is flat to the sea, but gently rising hills break the flatness. 

Southern Guam is mountainous, with up to 1,300 feet elevation. Since the soil is derived 
from volcanic rock, it has high clay content. This part has rapid water runoff and scattered 
pockets of good soils for agriculture. However due to the hills and soil composition, 
infrastructure is expensive to construct. 

Generally, the climate is warm and humid regardless of the time of the year. Temperature 
range from 70 to 98 degrees Fahrenheit, with a mean annual temperature of about 81 
degrees. May and June are the hottest months, with most rainfall occurring from July 
through September. The average yearly precipitation is 70 inches. Guam finds relief in the 
trade-winds during the dry season, December through April, but also periodically 
experiences major tropical storms and typhoon. 

Overview of the Economy 

The nineties will be the peak out of the strong economic recovery of the island of Guam 
shown in the last decade of the eighties. Massive development projects would not 
drastically see an end however would stabilize and concentrate more on housing needs 
outside the centralized areas of the island. Currently, construction of new hotels compliment 
the increasing influx of tourists on the island. The island relies generally on tourism as the 
major means of economy in the private sector, thus nourishment of this main economic pot 
of the island is basically the most important. Accommodations for attracting these foreigners 
mostly from Japan are rapidly being developed, some carry overs from the eighties. A 
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property owners. The defunct and much anticipated three hundred million revenue bond 
sponsored by the Guam Economic Development Authority for the construction of some 
4000 apartment units, seems nothing but a temporary set back for the island's new growth 
as other investors provide financing for these projects. 

Other development programs by off island investors include the under construction Palace 

, , .  
Hotel, the new Hatsuho and Agana Bay Condominium Towers, several proposed hotels in 

- - ;.-!&* >-- . 
.+% . . . r  

Tumon Bay and the Tamuning districts, a proposed high-rise hotel in Dededo, the Pacific 1 ,y-: ;:I; Star Hotel, the new Hatsuho golf and country club located in the municipality of Dededo and 
- ,  

,- , the Pagat Golf course, recently completed Hilton and Pacific Island Hotel expansions and 
- .  the Guam Reef Hotel extension, and a multitude of both private and government sponsored 

6,: **. ' I -'; housing subdivisions are indications that the island is flourishing economically. Attraction of 
the island to foreign groups, mostly Japanese investors, as the closest U.S. soil in the 

. -. Western Pacific outside of Hawaii, is relatively on the upswing and could reasonably be 
assumed to continue until a drastic change in monetary values or collapse of the economy 
should take place, which appear very unlikely. 

Generally, property values on the island are rapidly increasing taking advantage of the 
housing shortage and attractiveness of current financing availability. The average priced 
home on the island is about $150,000. This is on a conventional all concrete home located 
in both tract development or in the village. This is about a 50 percent increase from prices 
only three years ago at an average of $75,000. Vacant land, especially had a very good 
increase over the past two years. In the district of Yigo, a distant village located below 
Andersen Air Base (incidentally the largest outside of Clark Air Base in the Pacific), values 
have moderately soared as demand increased. The average half-acre agricultural lot in Yig0 
today is about $30.000. Quite an increase considering that two years ago you could 
purchase an acre lot for $1 4.000. Most remarkable and finest example of both demand and 
expectancy of a high investment rate of return is the per meter value in the Tumon Bay area. 

The A p p r a ~ ~ l  Desk, Swe 224. hlak) Center, AQ~M,  Guam Q6SlO Tel: 477-4207.47281Sl. Teletax: 477-4168 14 



~ o r t ~ ~ l t ~ f ~ d ( k n m  
~ d ~ Y o W ' m . n d E n a r C D m p o u r d r  
Lot Nunbar; 1.2. end 3A. d 
Pltl. Ouun - Ju* 15. 1890 

In June of 1986 year we found a sale for $213 per square meter and in early 1987, we 
discovered a sale aggregating $300 per square meter. In April of the same year, we found a 
sale pending at $600 per square meter. In 1988, even residentially zoned parcels along the 
Sanvitores thoroughfare (main drag of Tumon) are selling at $ 750 per square meter. 

Considering the limited use of such a parcel, demand and values ANYWHERE in Tumon 
seem un-ending. Current values in Tumon are at an all time high. With limited land 
availability, we discovered a sale during the last year of $ 5,000 per square meter on a 
beach front parcel. None of the areas in Tumon could command and get anything less than 
$ 1,500 per square meter. 

Elsewhere, a parcel in Barrigada Heights located 5 miles from Agana, was purchased for $8 
per square meter in September of 1986. In March of 1987, the same parcel sold for $80 per 
square meter. In January of 1989, the same parcel went up for sale at $150 per square 
meter. In Agat, located about 13 miles south of Agana and considered a remote area by all 
means, beach site properties are going at $40.00 per square meter where we found older 
sales (two year old) that indicated about $ 5.00 to $ 10.00 per square meter. 

These are bona fide sales and are contained in our data files. They not only create a fairly 
diversified value indication but possibly sets a trend in values commensurate with the 
growing demand for all types of property on the island of Guam. 

Population 

Guam's population has increased from 9,700 at the beginning of the century to 105,800 in 
1980 based on the most current census performed in 1980 and is expected to increase to 
about 145,000 by this year. A census is underway. A more recent study (1985) performed 
by the Department of Defense indicates this as being relatively accurate. Guam's population 
in 1980 was up 24 percent over 1970 and as stated expected to increase by about 25% by 
the end of this year. In the last decade, the annual population growth rate in Guam was 2.2 
Percent, only about one-tenth of one percent lower than the average growth in less 
developed countries; the average growth rate in more developed countries was 0.8 Percent. 
Guam's population is growing twice as fast as that of the rest of the United States, mainly 
the result of having a low mortality rate and high fertility rate. 

The population in the five northern districts (Yigo, Dededo, Tamuning, Barrigada, and 
Mangilao) accounts of 60 percent of the total population. In April 1980 there were 11,500 
active duty military personnel, 10,000 military dependents. They accounted for 
approximately 22 percent of the total population. Please see chart of projected growth in 
population. 

Housing 

The number of housing units has increased much more rapidly than population and the 
demand is still on the rise. Major reasoning is in response to population growth with the 
influx of immigrants ( mostly from the Philippines ) and because more young couples live 
away from their parents. During the period 1960 - 1980, the number of housing units 
increased 128 percent ( from 12,373 to 28,212 ), compared with a 58 percent increase in 
Population. Since 1970, the number of housing units increased in every district except 
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Agana and Sinajana. here it had a 27 and nine percent decrease, respectively. Dededo had 
Me largest number increase in housing of 3,260 ( from 2,300 in 1970 to 5,560 in 1980 ), 
while Mangilao had the largest percentage increase of 179. 

The civilian population is expected to grow at 1.3 Percent and 2.5 Percent annually between 
1980 and the year 2000 under the low and high projections respectively by the year 2000. 

Local Government 

Guam residents as citizens of the United States enjoy most rights and privileges granted 
through the U.S. Constitution, except for voting in the presidential election. Until 1950, when 
the Organic Act was enacted, the island was administered by the U.S. Department of the 
Navy. In 1970, Guam elected it's first governor. From 1950 to 1970, the Governor of Guam 
was appointed by the president of the United States. 

The year 1972 was an important year of the people of Guam electing their first congressman 
to the U.S. House of Representatives. This delegate participates fully in the congressional 
committees and other affairs, but may not vote in the house of representatives. Guam's 
congressman, however, may vote in committees of which he is a member. 

The local government consists of three branches - Executive, Legislative, and Judiciary. The 
Governor of Guam is the Chief Executive with the responsibility of implementing all local and 
federal laws pertaining to the territory while overseeing the operations of the local agencies 
within the executive branch. The governor and lieutenant governor are elected for a term of 
four years. 

The Judicial Branch is comprised of one federal district court, and two local courts -- the 
Superior Court and Traffic Court. A judge is appointed by the President of the United States 
presides over the Federal District Court of Guam. The court has jurisdiction over both civil 
and criminal cases involving federal issues. The Superior Court of Guam has authority over 
all other cases directly pertaining to local issues. Five superior court judges serving eight- 
year terms are also appointed by the Governor with the consent of the legislature. Term 
extension is decided by a majority of votes in a general election. 

Currently, Guam, as well as other U.S. Territories are in pursuit of political status options 
leading towards greater self-determination and political development. The desire to gain 
greater governing authority and constant assessment of the island's status options which 
entail commonwealth, statehood and independence are apparent. A " Committee for Self- 
Determination " was recently formed after the change of administration. With Guam 
assessing the commonwealth option continuing the historic trends toward a more 
identifiable political and financial development, the Commonwealth Draft Act was introduced 
to the floor of the United States Congress in March of 1988. Right now in the hands of the 
U.S., this particular issue was voted for in the August 1987 plebiscite. Review and either 
rejection or approval seems naturally forth coming after negotiations between this 
committee and the U.S. Congress. 

The Honorable Governor of Guam, Joseph Ada, chairing this committee seems confident 
that realization of the desired political status would occur during his administration or at 
least over the next 4 years. Because of the need for an identification of political direction in 
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a growing international economy, the people of Guam insist that a self-sustaining 
government be realized. 

The general feeling of the people of Guam is bitterness. The ongoing Commonwealth issue 
is actually an added factor to this. Several matters that have met the "axe" of congress 
include the Land Claims and the War Reparations issues. 

The Land Claims lssue entails compensation to the landowners taken by the federal 
government during the post war (WWII) years. While this was approved in the U.S. 
Congress, the original request of $600 Million was trimmed to a tidy $40 Million. 

The War Reparation lssue is the compensation of individuals or families of individuals that 
were on the Island of Guam during the Japanese occupation between 1941 to 1944 that 
were tortured, maimed, force marched, labored against their will, executed or died as a 
result of the war. The United States Federal Government flatly refused to recognize this 
request. 

Except for a flat denial of these "rights", these current issues at stake which would do more 
good than harm for the people of Guam seems to almost be ignored by the U.S.. 

Tourism 

Of the six categories in the private sector economic enhancement to the island, tourism 
ranks as foremost. Based on the most current issue of Guam economic review (1989), the 
number of visitors who came to the island totalled 658,883 persons, eighty-five percent of 
which are from Japan. By percentage, this is an influx growth of over 18% from the year 
1988. The 1990 quarterly review reveals that the first two (2) months of the year increased 
by about 5% and almost 1346, respectively, from the same period of 1989. 

In light of increasing influx of tourist new hotels are either under-construction or in the 
planning stage. Further accommodations include expansion of the existing hotels including 
Guam Hilton's newly completed 200 room extension, and the Dai-lchi's and Pacific Island 
Hotel renovations. In 1982, Cocos Island located off the southern tip of Guam, opened a 
resort hotel over 120 units. Nauru development had recently completed an additional 400- 
room hotel in the Tumon hotel road. Inventory of hotel rooms increased to over 3600 as of 
the date of this writing and a proposed construction of more than 550 rooms outside the 
Tumon Bay facility has started construction. It is noted that by the year 1993, more than 
12,000 hotel rooms would be available on the island. Between now and 1993, more than 
8,500 units would be added. 

No other economic activity contributes as much to the Government of Guam as tourism. 
The thirteen-percent occupancy tax was responsible for almost $12 million dollars of 
revenue into the government fund in 1989. The first three months of 1990 has already 
exceeded $3.4 million. The estimated visitor expenditures for 1988 exceeded $450 million, 
averaging about $771 per visitor. These figures estimated by the Department of Commerce 
seems rather conservative as appreciation of the yen rate from 1986 to 1988 was not 
accounted. The figures for 1989 as of the date of this writing was not available. It is 
estimated based on the most recent tourism impact study conducted by the Department of 
Commerce that the tourist industry on Guam is responsible for over 13,000 workers. 
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Guam reportedly ranked 10th of the 44 destinations attracting Japanese visitors, Attributed 
by its proximity to Japan ergo the low cost of travel and its tropical climate and beaches, 
enhanced by the yen's appreciation against the dollar over the past few years, helped 
stimulate growth on Guam. Further tourist influx could be brought by the announcement of 
Korea that it would lift age limit restrictions and issuing multiple passports for outbound 
travellers as of January 1989. These forms of revenue contributed greatly to improvements 
of the island's highways, beaches, and resort areas, which makes the island a more 
appealing investment to potential investors. It is also anticipated that the Impending 
termination of Hongkong and Great Britain ties in this decade would create more than a 
significant influx of these particular foreign groups and investors. 
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NEIGHBORHOOD 

The subject is located in the Cabras Island sector in the Municipality of Piti, in the southwest 
central portion of the island. Cabras Island was federally held and controlled until recent 
transfer to the Government of Guam. Piti bounds Asan to the northeast, Agat to the south, 
the Pacific Ocean to the north. 

Piti village is basically an older residential community developed predominantly of varied 
quality single family homes some dating and reflecting the styles of the pre-war (WWII) era. 
For the most part homes today are of the most modern construction of concrete and 
tropical design. Home value range from $30.000 (flimsy wood framed and self constructed 
homes) to a high of about $150,000. As in most districts, Piti is serviced by small retail, 
Mom & Pop outlets, a community church and playground and a grade school. 

Market activity in the district has been steady although transactions of both vacant parcels 
and residences were noted. The majority of these sales are however transpiring between 
families for property inheritance. The past year has however shown a more active increase 
as changes in lifestyles became more obvious as plans for a mass development project in 
these outskirts initiation of purchasing and selling. While these activities may not equal the 
vigor and almost absurd increases in the market experienced in the more central portion of 
Guam, the area does however become more salable than ever before. 

At present, the district is a limited self-sustaining community. Serving the small population, 
the district has a school, a church and a police substation. A mayor, elected by the 
residence serve as the leader of the community. Several small neighborhood shopping 
facilities are available, however, major shopping facilities are located in Agana, some three 
miles north east. 

Piti is accessed by Marine Drive as are most of these central communities. Marine Drive 
services the entire western coastal line of the island from the most distant district of Yigo to 
the north intersecting with Route 2 onto the village of Agat to the south. 

The Cabras lsland sector of Piti is a man-made peninsula located to the west of the village. 
It services the Piti Power plant amongst other industrial developments. The most notable is 
the Commercial Port of Guam. 
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PROPERTY DATA 

Legal Description 

No "Legal Descriptionsm were submitted. The map submitted describing the properties 
indicate: 

Lot 1, 2, and 3A within Lot 3, of Parcel 
One, Municipality of Piti, Guam. 

The property survey map that was submitted on the subject property indicates a total of 
three (3) contiguous parcels located in Cabras Island proper. They combine a total land 
area of 12.75 acres. 

The current owner of the parcels is GOVERNMENT OF GUAM. 

Assessed Values 

Real property is assessed at 35 percent of market value. Market values are estimated by the 
government by way of a private contractor assessment every three (3) years. Generally, 
assessment values often varies greatly and thus, assessed values are not considered as 
valid indicators of market value. The subject is owned by the Government of Guam, it is not 
assessed. 

Real Estate Taxes 

The tax rate established by the Government of Guam is currently one percent of the 
assessed value on improvements and 1/2 percent of the assessed value on land. The 1987 
tri-annual assessment performed by the firm of Cowell and Associates, a Hawaii based firm, 
could foresee restructure of these tax rates in the near future. Tax rates on the island of 
Guam is actually an incentive for investment ventures on the island. A drastic rate change 
following the assessment due this year, is however not necessarily foreseen. 

Zoning 

Guam has a comprehensive zoning law entailing urged land use. Changing land uses 
however throughout the years have forced warranted re-zoning of parcels enticing a 
changing trend in use. The most recent zoning map provided by the Department of Land 
Management is actually old and in some instances indicates incorrect zoning at first glance. 
These are especially true in the more outlying areas in the rural sectors of the island where 
re-zoning have indeed been granted by the Territory Land Use Commission (TLUC) formerly 
Territorial Planning Commission (TPC) or the SDRC (Subdivision and Development Review 
Committee). Information on the property as submitted shows that the entire sector of 
Cabas Island is zoned "M-2' or Heavy Industrial Use after the transfer of lands to the 
Government of Guam from the Federal Government. Permitted uses in this zoning include 
Junk-yards and all uses permitted in M-1 or light industrial use parcels. 

The subject parcels and potentials of the planned development and the basic trend of the 
area conforms to the zoning. 



PROPERTY DESCRIPTION 

Site: 

As shown on the map sketch opposite this page, the subject are portions of Parcel One, a 
government parcel located in the Cabras Island sector of Piti. They combine three (3) 
contiguous lots along Route 11, the main thoroughfare into the Commercial Port. 

The site is mostly vacant with the exception of several improved areas, not significant to 
value. It is of level terrain with access from the east via Route 11 which intersects with 
Marine Drive. 

Utilities are located within the site itself. 

The whole site is located within a Flood Hazard Area as per FEMA Map No. 660001, Panel 
0037 8, dated November 15, 1985. 

Improvements: 

This is an appraisal on some seventy three acres of vacant and unimproved raw land. No 
improvements were included in this report. 
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PART Ill - VALUATION 

A. Rights Appraised 

The rights appraised in this report involve the FEE SIMPLE INTEREST on the 
subject parcels. 

0 .  Highest and Best Use 

Highest and Best Use is: 

1. The reasonable and probable use that supports the highest present 
value or improved property, as defined, as of the date of appraisal. 

2. That probable use which is expected to yield the highest net return 
to the land over a given period of time. 

3. The use must be legal and in compliance with regulations and 
ordinances within the police power of the city, county and state, 
including health regulations, zoning ordinances, building code 
requirements, etc. 

4. The most profitable use. 

The subject parcel are zoned "M-2", as are most parcels in this particular 
area. The parcels combined are certainly large enough to accommodate a 
development plan, offering a substantially adequate location servicing the 
business and industrial population of the island. 

C. Approaches to  Value 

The valuation of any parcel of real estate is derived principally through three 
approaches to value; estimated reproduction cost, less depreciation (if any); 
capitalization of income; and comparative sales analyses.From the 
indications of these analyses and the weight accorded to each, an opinion of 
value is reached. 

1. Reproduction Cost 

This approach to value embodies estimates of the worth of the land, 
as if vacant, and the reproduction cost of the improvements. From 
these are deducted the appraiser's estimates of physical 
deterioration, functional obsolescence and economic obsolescence, 
if any, affecting the subject property. The reproduction costs 
considered synonymous with replacement cost. The replacement 
cost approach is based on the premise that, except under most 
unusual circumstances, the value of a property cannot be greater 
than the cost of constructing a similar building on a comparable site. 
This approach was waived as the subject is a vacant parcel of land. 
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2. Capitalized Value (Income Approach to  Value) 

An investment property is normally valued in proportion to its ability 
to produce income. Hence, the income approach involves an 
analysis of the property in terms of its ability to provide a net annual 
income in dollars. This is the approach most favored in the valuation 
of a commercial or income producing complex. 

3. Market Comparison (Market Data Approach) 

Traditionally, an appraisal procedure in which the market estimate is 
predicated upon prices paid in actual market transactions and market 
current listings, the former fixing the lower limit of value in a static or 
advancing market (price wise), and fixing the higher limit of value in 
a declining market; and the latter fixing the higher limit in any 
market.lt is a process of analyzing sales of similar recently sold 
properties in order to derive an indication of the most probable sales 
price of the property being appraised. The reliability of this 
technique is dependant upon: 

(a) the availability of comparable sales data, 

(b) the verification of the sales data, 

(c) the degree of compatibility or extent of adjustment necessary 
for time differences and; 

(d) the absence of non-typical conditions affecting the sales 
price. 

In essence, all approaches to value (particularly when the purpose of 
the appraisal is to establish market value) are market data 
approaches since the inputs are presumably market derived. This is 
the premise of value of the subject parcel. 

Development Analysis 

A "fourth approach" to value was considered in this particular case. A 
method suggested by the American Institute of Real Estate 
Appraisers, "The Development Analysis" method analyzes and 
evaluates the subject as a potential subdivision. This method 
predicated on the determination of the appraiser of: 

1. The type of subdivision that would be best in the particular 
location; 

2. The number of sites or classes of sites to be prepared for 
sale; 
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3. The prices obtainable for finished sites; and 

4. The rate at which sites can probably be absorbed by the 
market. 

With these four essential items determined, an estimate can be made 
of gross income (thus the similarity to the income approach) from 
the sale of sites during each year of development, and expenses. 
From these factors, the value of land would normally be the 
difference between the gross sales income and expenses of 
development. A discounting process is applied in estimating the land 
value to reflect the present worth of future cash receipts. This is 
method, also known as the Anticipated Use Method was used in the 
current value estimate supporting our value assignment which was 
predicated on the market data analysis. 

D. Method of Appraisal Used 

The method of valuation used in this report is: 

1. The Market Data Analysis or Comparison Approach 

Current Market Summary 

In the market data analysis the fee simple interest valuation of the subject site, the 
site was assumed in its current state as vacant and available for development in 
relation to its highest and best use. Based on the principle of substitution, the value 
of land is best measured by prices generally obtained within the area or other areas 
similar in characteristics and demand. It involves comparing and relating these 
transactions and adjusting them for amenities, size and other comparative 
differences. The difficulty in this method would be the lack of sales available of land 
as large as the subject in the area. Further augmented by the on-going 'seller's 
marketn attitude and practices, it would also be reasonably assumed that these areas 
could command and receive a price commensurate with the potential or actual use 
anticipated. 

We researched sales of properties in the area, some dating back to two years. 
Based on the analysis of these sales and transactions in the vicinity of the subject 
property, we have formed the opinion that the market value of the Fee Simple 
Interest in the subject parcels, combined and containing a total land area of 
51,602.33 square meters (1 2.75 acres) was: 

THREE MILLION SIX HUNDRED TWELVE THOUSAND DOLLARS 
($ 3,612,000) 

The value per unit (per square meter) assigned to the subject parcel is $ 70.00. The 
next pages contain the Land Comparable Data and the Sales Comparison Analysis in 
which this value was predicated. 
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COMPARABLE SALE NUMBER ONE 

Address: Lot No. 439-1 -2, Route 2A, Agat, Guam 

Sale Price: $ 1,657,000 

Per S.M.: $ 91.01 

Zone: M-2 - Heavy Industrial Use 

Land Area: 18,205 square meters 

Topography: Level to gentle slope 

Closing Date: May 15, 1990 

Sale Terms: Cash 

This parcel is the Shell Oil refinery located along Route 2A, the major road leading south 
into Agat Village. The sale included a 4,000 square foot, metal warehouse with an office 
space. The parcel is approximately 88% useable, as reported and remaining area is 
somewhat marsh-land. This is the latest known sale in the Agat district similar in zoning to 
the subject although way smaller. This property was listed by Multiple Listing Service (MLS) 
on March of 1990 for $ 1,200,000. The actual sales price indicates 38% more than the 
listed price. 
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COMPARABLE SALE NUMBER TWO 

Address: Lot 303-4, Agat, Guam 

Sale Price: $ 360,000 

Per S.M.: $ 28.91 

Zone: M-1 - Light Industrial Use 

Land Area: 12,45 1 square meters 

Topography: Level-Sloping Similar terrain to subject 

Closing Date: April 18, 1990 

Sale Terms: Cash 

Located adjoining inland to the west of Route 2 near the old Agat Spanish bridge. This 
parcel was listed by MLS on September 1989 for $ 501,640 or $ 40.29 per square meter. 

The Appraoai Desk. Suite 224. Julale Cent&. Agana. Guam 96910 Tel: 477-4207.472-8191. T e b f a ~ :  4 7 7 4 1 8 8  26 



COMPARABLE SALE NUMBER THREE 

Address: Portion of Tract 249, 
Agat, Guam. 

Sale Price: $ 22,647,897 

Per S.M.: $30.75 

Zone: A - Rural 

Land Area: 736,517 square meters 

Topography: Sloping terrain with beach front and view 

Closing Date: January 1989 

Sale Terms: CASH 

This is part of the "Torres" parcels located in the Agat proper. These sales provided a trend 
of values in the area which had been quite stable for long period of time. Other sales shows 
a per unit value of up to $ 65.00 per square meter. 



COMPARABLE SALE NUMBER FOUR 

Address: Lot No. A-6, 
Nimitz Hill, Asan-Piti, Guam. 

Sold Price: $ 2,560,994 

Per S.M.: $ 43.00 

Zone: R-1 

Land Area: 29,558 square meters 

Topography : Level, sloping 

Closing Date: September 1989 

Sale Terms: All cash 

Located in the more appealing Nimitz Hill Area but with similar land composition except for 
waterfront amenities in the subject. 



~ c r t ~ u m o m r o f @ ~ m  
s i t s o f m e u o w ~ m d ~ m ~  
LotNumbMI.2..ndM.Llunapal#r& 
Pal. G u m  - Jw 15. leaO 

COMPARABLE SALE NUMBER FIVE 

Address: Lot No. 5027-24 1 -NEW-NEW-2, and R2, Harmon, Dededo, 

Sale Price: $ 205,000 

Per S.M.: , $ 126.82 

Zone: R-2 - Multi-Family Use 

Land Area: 1,617 square meters 

Topography: Level 

Closing Date: September 7, 1989 

Sale Terms: Cash 

This parcel is in the easterly portion of the Harmon Industrial Park north of the Old Agana- 
Yigo Road and near the Pacific Drilling compound. 



COMPARABLE SALE NUMBER SIX 

Address: Lots 5089#1-2 and 3, Harmon, Dededo, Guam 

Sale Price: $ 1,555,904 

Per S.M.: $ 90.00 

Zone: R-2 - Multi-Family Use 

Land Area: 17,289 square meters 

Topography: Level 

Closing Date: May 04, 1989 

Sale Terms: $ 1,000,000 Cash, Balance is assumption of mortgage 

Located to the south of Harmon Village Apartments. 

The Appraeal Desk. Su~te 224. Ju)ale G e m .  AQ8r-m. Guam 96910 Tel: 4774207.472-8191. Te(stax: 4 7 7 4 1 9 8  30 
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PM, Guam - Jum 15.1980 

COMPARABLE SALE NUMBER SEVEN 

Address: Lot 5128-2-7, Harmon, Dededo, Guam 

Sale Price: $ 120,000 

Per S.M.: $ 124.10 

Zone: M-1 - Light Industrial Use 

Land Area: 967 square meters 

Topography: Level 

Closing Date: September 27, 1 989 

Sale Terms: CASH 

The Appraoat Desk. Surte 224. Center. Agana Guam 96010 Td: 4774207.4724101,  ~eletar. 4 7 7 4 1 0 8  



COMPARABLE SALE NUMBER EIGHT 

Address: Lot No. 5074#1-R7, Harmon, Dededo, Guam 

Sale Price: $ 2,171,610 

Per S.M.: $ 175.13 

Zone: M-1 - Light Industrial Use 

Land Area: 12,400.20 square meters 

Topography: Level 

Closing Date: October 27, 1989 

Sale Terms: All cash 

Located near Shen's Furniture Building west of Route 16. 

The Apprs~al Desk. Surts 224. J h b  Center. Agarm. Qusm 98910 Tel: 477-4207.4728191. Tebtlx: 477-4 188 32 



COMPARABLE SALE NUMBER NINE 

Address: Lot No. 5089#1-6-R1, Harmon, Dededo, Guam 

Sale Price: $ 465,857 

Per S.M.: $ 115.06 

Zone: R-2 - Multi-Family Use 

Land Area: 4,048.87 square meters 

Topography: Level 

Closing Date: August 18, 1989 

Sale Terms: All cash 

Located north of the main Harmon Strip Road near the Pacific Drilling Compound. 

The ApDrawl Desk. Surte 224. Jutah Center. A p m .  Guam BgelO Td: 4774207.472-8191. Telefar: 4774198 33 



PART IV - VALUE CONCLUSIONS 

The indicated value presented by the Market Data Approach considered is as follows: 

Market Data Analysis $ 3.61 2,000 

The value indicated by this process is cognizant of all factors involved in the likelihood of 
market unloading over a reasonable amount of time. The market data analysis with what are 
regarded as reasonable adjustments dictated by the market, was felt the most representative 
of the subject. The resulted figures shown in the comparable analysis sheet, offer a 
comfortable range of probable values reflecting the current economic conditions and market 
demands. 

Therefore, as of the date of this appraisal, the aggregated value of the Fee Simple Interest in 
the subject property based on all data contained herein and subject to the appraiser's 
statement of limiting conditions and assumptions, is: 

THREE MILLION SIX HUNDRED TWELVE THOUSAND DOLLARS 
($ 3,612.000) 

Tha Apprabl  O W .  Suite 224. Julale Center. Agena. Guam 86810 Tel: 477-4207.4728191. TeWax: 4 7 7 4 1 8 8  34 
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CERTIFICATION OF APPRAISER 

1. The appraiser has no present or contemplated future interest in the property 
appraised; and neither employment to make the appraisal, nor the compensation for 
it, is contingent upon the appraised value of the property. 

2. The Appraiser has no personal interest in, or, bias with respect to the subject matter 
of the appraisal report or the participants to the sale. The 'Estimate of Market Value" 
in the appraisal report is not based in whole or in part upon the race, color, or 
national origin of the prospective owners or occupants of the properties in the 
vicinity of the property appraised. 

3. The Appraiser has personally inspected the property, both inside and out, and has 
made an exterior inspection of all comparable sales and listings listed in the report. 
To the best of the Appraiser's knowledge and belief, all statements and information 
shown in this report are true and correct, and the Appraiser has not knowingly 
withheld any significant information. 

4. All contingent and limiting conditions are contained here (imposed by the terms of 
assignment or by the undersigned affecting the analyses, opinions, and conclusions 
contained in the report). 

5. This appraisal report has been made in conformity with and is subject to the 
requirements of the Code of Professional Ethics and Standards of Professional 
Conduct of the appraisal organizations with which the Appraiser is affiliated. 

6. All conclusions and opinions concerning the real estate that are set forth in the 
appraisal report were prepared by the Appraiser whose signature appears on the 
appraisal report, unless indicated as 'Review Appraiser'. No change of any items in 
the appraisal report shall be made by anyone other than the Appraiser, and the 
Appraiser shall have no responsibility for any such unauthorized change. 

Ttm AppraW D W .  Suite 224, Juta(s C W .  w. Guam BIN10 Tel: 477-4207.472-8191. Tebhx: 4774188 35 





PERSONAL RESUME 

MR. J.C. CONCEPCION 

Personal Data: 

Born: October 30, 1950 
Marital Status: Married - Three Children 
Birthplace: Tamuning, Guam 
Current Residence: Tamuning, Guam 

Education: 

Elementary Leyel: Tamuning Elementary School 
High School: John F. Kennedy High School 

Class of 1%8 
College: University of Guam 

Special Education: 

"The Appraisal of Real Estate" - Sponsored by the American Institute of Real Estate 
Appraisers and the Society of Real Estate Appraiser - University of California - Linda Vista, 
San Diego, CA - August 1978 

"The Cost Approach to Value" - Bank of America, Northern California Region Headquarters, 
Montgomery Street, San Francisco, CA - May 1978 

"Blueprint Reading" - Bank of America, Northern California Region Headquarters, 
Montgomery Street, San Francisco, CA - June 1978 

"The Income Approach to Value" - Bank of America, Northern California Region 
Headquarters, Montgomery Street, San Francisco, CA - June 1978 

"Market Data Analysis" - Bank of America, Northern California Region Headquarters, 
Montgomery Street, San Francisco, CA - July 1978 

"Subdivision Survey, Industrial, Income Producing Property Appraisal Techniques, Bank of 
America, Northern California Region Headquarters, Montgomery Street, San Francisco, CA - 
May - July 1978 

"Full Banking Operation" - In-house Trainee - Full Service Banking Departments - July 1977 
- May 1978 

"International Banking" - American Institute of Banking, Guam Chapter, - July 1972 

"Real Estate Lending" - American Institute of Banking, Guam Chapter, - June 1973 

"Field Artillery Digital Computer Operation and Repair" - Fort Sill, Oklahoma - December 
1969 

"Military Basic Training - Fort Ord, CA - July 1969 



"Basic Welding Techniquesn - U.S. Naval Apprenticeship Program - U.S. Naval Station, 
Sumay, GU - July 1%8 

Work Experience: 

Jan 1985 to Present - Chief Appraiser, THE APPRAISAL DESK, Suite 224, Julale 
Shopping Center, Agana, Guam 

Jul 1984 to Jan 1985- Owner - J.C. CONCEPCION REAL ESTATE APPRAISAL 
SERVICES, P.O. Box 6264, Tamuning, Guam 

Nov 1981 to Jul 1984- Appraiser, ASFAMCO (American Savings Financial 
Management Corporation), Suite 201, Julale Shopping 
Center, Agana, Guam 

Sep 1979 to Nov 1981- District Appraisal Officer/Assistant Cashier, BANK O F  AMERICA, 
NT & SA, Guam and the Trust Territory Region 

Sep 1978 to Sep 1979- Staff Appraiser1 Pro-Assistant Cashier, BANK O F  AMERICA, NT 
& SA, Guam and the Trust Territory Region 

Apr 1978 to Aug 1978- Staff Appraiser - Various Bay Area (California), Bank of America 
Appraisal Offices to include San Francisco and San Jose Counties. 

Apr 1977 to Apr 1979- Head of Cash - Bank of America, NT & SA, Agana Branch, Agana, 
Guam 

Nov 1972 to Apr 1977- Staff Appraiser1 Pro Assistant Cashier - Guam and the Trust 
Territory District Appraisal Office, Agana, Guam 

May 1972 to Nov 1972- Insurance Clerk - Real Estate Note Department, Bank of America, 
NT & SA, Tamuning Branch, Tamuning, Guam 

Jul 1969 to May 1972- U.S. Army - Tour of Duty in Fort Dix, NJ, and Giessen, Germany. 
Temporary Tour of Duty in Kadena Air Base, Naha, Okinawa. 
Honorably discharged as Specialist Five (E-5). 

Jun 1968 to Jul 1969- Apprentice Welder - Naval Apprenticeship Program, Ship Repair 
Facility, Naval Station, Sumay, Guam 

License: 

Government of Guam - Real Estate Appraisal Services 

Commonwealth of the Northern Marianas - Real Estate Appraisal Services 

Designations and Memberships: 

Chairman - Governor's State Council on Vocational Education (SCOVE) 



Member of Guam Board of Realtors by virtue of affiliate membership of THE APPRAISAL 
DESK 

Member of the Multiple Listing Service by virtue of affiliate membership of THE 
APPRAISAL DESK 

Certified by the FEDERAL HOUSING ADMINISTRATION / HOUSING and URBAN 
DEVELOPMENT to perform Real Estate Appraisals 

'Qpe of Appraisals Performed: 

Vacant Land Single Family Dwellings 
Condominiums Town houses 
Planned Unit Development Subdivision Surveys 
Shopping Cent& Industrial Building 
Storage Warehouses Apartments 
Office Building HotelsMotels 
Churches Movie Theaters 
Professional Building Commercial Buildings 

Valuation for Condemnation Purposes 
Valuation for Tax Purposes (as of a specific date) 
Valuation for Insurance Purposes 
Valuation for Mortgage Loan Purposes 
Valuation for Foreclosure Purposes 
Valuation of Leasehold Interest 
Valuation for Leaseback Purchase 

PARTIAL LIST O F  CLIENTS WHOM WORK HAS BEEN PERFORMED 

Government: 

Federal 

Federal Aviation Administration - U.S. Department of Transportation (FAA) 

Federal Housing AdministrationtHousing and Urban Development (FHA/HUD) 

Small Business Administration (SBA) 

Local 

Guam Housing and Urban Renewal Authority (GHURA) 

Guam Housing Corporation (GHC) 

Guam Economic Development Authority (GEDA) 

Department of Land Management 



Department of Revenue & Taxation 

Public Utility Agency of Guam (PUAG) 

Guam Power Authority (GPA) 

Guam Public Works, Rights of Way Division 

Private 

Bank of America 

Bank of Hawaii 

CITIBANK 

Guam Savings & Loan 

Merrill Lynch Relocation 

BANCORP Finance 

Calvo Enterprises Dairy Farms 

J & G Enterprises Ada's Inc. 

Hyatt Regency Hotel Continental Hotel 

Island Motel Universal Theaters 

Bank of Guam 

Bank of the Orient 

First Hawaiian Bank 

Metropolitan Bank 

Equity Relocation 

MVP Enterprises 

Guam Capital International Hatsuho Development 
Inves tment 

Pagoda Motel Sgro Investment 

Top Enterprises 

Century 21 Real Estate 

Various Attorneys 

Various Brokers 
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MODIFICATION AND ASSIGNMENT OF LEASE 

T h i s  Assignment and ~ o d i f i c a t i o n  of Lease is e n t e r e d  i n t o  t h i s  
Zggh day of  November, 1988, by and between t h e  GOVERNMENT O F  GUAM, 

- f u r t h e r  r e f e r r e d  t o  as l lLessorM, and t h e  GUAM ECONOMIC DEVELOPKENT 
AUTHORITY, f u r t h e r  r e f e r r e d  .to a s  "GEDAtV, and t h e  PORT AUTHORITY - 
O F  GUAM, f u r t h e r  r e f e r r e d  t o  a s  " the  Po r t1@,  and concerns t h e  
fg l lowing  desc r ibed  real  p r o p e r t y  ( f u r t h e r  r e f e r r e d  t o  a s  'Ithe 
p rope r ty" )  : 

P a r c e l  l(1) c o n t a i n i n g  32.1283 a c r e s ,  more o r  less, a s  
shown and more p a r t i c u l a r l y  descr ibed  on Yards and Docks 
( Y & D ) ,  Drawing No. 1051218, da ted  May 3,  1966 and 
approved a s  s a t i s f a c t o r y  t o  t h e  Government o f  Guam on May 
3 ,  1966, by Paul 8. Souder ,  a copy o f  which is annexed 
h e r e t o  and made a p a r t  h e r e o f ,  marked a s  ~ x h i b i t  A and 
commonly known a s  I1Cabras I n d u s t r i a l  Park."  

R E C I T A L S  

A. On A p r i l  4 ,  1969, t h e  Sec re t a ry  of t h e  l n t e r i o r  of t h e  
Uni ted S t a t e s  of  America i s s u e d  a Q u i t c l a i m  Deed i n  f a v o r  of t h e  
Government of  Guam f o r  62 a c r e s  of l and  l o c a t e d  w i t h i n  t h e  
Commercial P o r t  a r e a  of t h e  T e r r i t o r y  of Guam, and t h e  p r o p e r t y  was 
a p o r t i o n  of  t h e  land  s o  conveyed. 

B. O n  August 29th , 1969, t h e  Government of G u a m  l e a s e d  t o  
GEDA t h e  p rope r ty ,  which lease was f i l e d  wi th  t h e  Department of 
Land Management on September 3 ,  1969, under In s t rumen t  N o .  81.523. 
f o r  t h e  purpose of  t h e  development of  an i n d u s t r i a l  pa rk  and s i n c e  
t h a t  t i m e  GEDA,,has mainta ined and adminis te red  t h e  l a n d  f o r  t h a t  

Exhibit B 
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purpose and has entered  i n t o  var ious  subleases  f o r  va r ious  p o r t i o n s  
of t h e  property.  . 

C. The property is wi th in  those  lands  descr ibed  and s u b j e c t  
t o  t h e  Master Plan f o r  t h e  Por t  Authori ty  of Guam dated  1 9 8 1  v p h .  
and is genera l ly  wi th in  those  a r e a s  of t h e  Commercial P o r t  which 
a r e  s u b j e c t  t o  t h e  P o r t ' s  j u r i s d i c t i o n  under Pub l i c  Law 13-87 and 
f u r t h e r ,  it is agreed by t h e  p a r t i e s  h e r e t o  t h a t  t h e  P o r t  is t h e  
appropr ia t e  agency of t h e  Government of Guam f o r t h e  admin i s t r a t ion  
and maintenance of t h e  proper ty  and, t h e r e f o r e ,  t h e  p a r t i e s  a g r e e  
a s  follows: 

NOW, THEREFORE, f o r  good and va luab le  cons ide ra t ion  of t h e  
mutual promises and covenants set  f o r t h  he re in ,  t h e  p a r t i e s  a g r e e  
a s  follows: 

1. Paragraph 3 of t h e  Lease between t h e  Government of Guam 
and GEDA is amended t o  read  as follows: 

is Lease may be assigned by Lessee t o  another  agency 
t h e  Government of Guam, but  only upon t h e  express  

i t t e n  approval of t h e  Governor of Guam and, s u b j e c t  t o  
t h e  approval of t h e  Governor of Guam, Lessee o r  its 
ass ignee ,  may s u b l e t  sites t o  p r i v a t e  persons,  f i rms  o r  
corpora t ions ,  f o r  u s e  i n  conformance with t h e  p rov i s ions  
c& t h i s  lease .  

2. GEDA hereby a s s i g n s ,  t r a n s f e r s  and conveys t o  t h e  Por t  t h e  
Lease under Instrument No. 81523, a s  r e f e r r e d  t o  i n  Paragraph B 
above, a l l  of its i n t e r e s t  i n  t h e  proper ty  a s  descr ibed  on page 1 
above containing 32.1283 a c r e s ,  and i n  those  sub leases  f o r  p o r t i o n s  
of t h e  property set f o r t h  i n  Exhib i t  C here to .  

GOVERNMENT OF THE TERRITORY OF 
GUAM 

* OFF-ISLAND 
BY 

J O S E P H  F. ADA, Governor 
T e r r i t o r y  of Guam 

Date: N O  - J  

FRANK F. BUS, 
Lieutenant  Governor and Acting Governor - 
T e r r i t o r y  of Guam 
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GUAM ECONOMIC DEVELOPMENT 
AUTHOR m 

Its ~dministrator as authorized 
by the resolution of its 
Board of Directors dated 
September 21, 1988 

PORT AUTHORITY OF GUAM 

BY La 
DAVID B. TYDI&&. 
General ~ana&r ' 

/-- 

// -2 ____ e- --- ) 

-- c- - -- _-2--- ._ 

BY . - .  

PHILIP FLORES, Chairman 
Board of Directors 

APPROVED AS TO FORM: - 
,, ELIZABETH BARRETT-ANDERSON 

Attorney General, . 
~erritory of Guam / / .z/Y? 

DGM/lk F# 
DOC: MODLEASE.914 



Terr i tory of  Guam I 
[ ss: 

C i t y  of  Agana 1 

On t h i s ~ @ ~ d a y  o f  I l t ~ ~ j l i t M  J . 1988. before me. s notary public i n  and 
for the Terr i tory  of Guam, personally appeared John S. Martinez. known t o  me 
to be the Administrator o f  the Guam Economic Development Author i ty.  that  
executed the w i th in  instrument on behalf  o f  the corporation t hme in  named and 

c h  corpor ,at ion executed. the same./ 

i n  and f y  t ) ( l ~ e r r i t o r ~  o f  Guam. 
M y  c o d s i  n expires: 4/6/93. 

- On this 2$&day of ,&II~- , 1988, before me, a notary  public i n  and 
f a  the Terr i tory  o f  Guam, personally appeared David B. Tydingco. known to  me 

- te-be the General Manager o f  the Po r t  Author i ty  of  Guam and Phi l ip  Flores. 
known to  me t o  be the Chairman o f  the Board of Directors of the Po r t  Author i ty  
of  Guam, that  executed the w i th in  instrument on behalf of the Po r t  Au thor i t y  of  

- Guam therein named and acknowledged to  me that  such Author i ty  executed the 
same. 

Notary Public i n  and fo r  the Terr i tory 
of  Guam. My commission expires 
4/3/90. 
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FISCAL NOTE 
OF BUDGET AND MANAGEMENT RESEP~ 

Bill No. 768 Date Received: 1211 2/96 

Amendatory Bill: Yes 

DepartmentlAgency Affected: 
DepartmentlAgency Head: 
Total FY Appropriation to Date: 

Date Reviewed: 12/1 U96 

Port Authority of 
Eloy Bermudes, General Manaqer 
an 

Bill Title (preamble): AN ACT TO APPROVE THE ASSIGNMENT OF PORT AUTHORITY OF GUAM'S LEASES WITH ESSO 
EASTERN, INC. TO SHELL GUAM, INC. 

Change in Law: 

f 
Bill's Impact on Present Program Funding: 

Increase Decrease Reallocation No Change X 

Bill is for: 
Operations: Capital Improvement: Other: X 

FlNANClAUPROGRAM IMPACT 

P ESTIMATED SINGLE-YEAR FUND REQUIREMENTS {Per Bill) 
Program Category / General Fund I OTHER 1 TOTAL 

FUNDS ADEQUATE TO COVER INTENT OF THE BILL? NIA 

Economics & Finance 

ESTlMATED MULTI-YEAR FUND REQUIREMENTS fPer Bill) 

IF NO, ADDITIONAL AMOUNT REQUIRED: 

I 1  

FUND 
GENERAL FUND 
OTHER 

TOTAL 

AGENCYIPERSONIDATE CONTACTED: 

. 

- 
1st 

ANALYST: DATE: 
aul Leon Guerrero 

DEC 13 1996 

ESTIMATED POTENTIAL MULTI-YEAR REVENUES (Per Bill) 

DIRECTOR: w 

2nd 

FUND 
GENERAL FUND 
OTHER 

TOTAL 

11 The assignment and transfer of easement agreement would pose no impact on the General Fund. 

3 rd 
-p 

1st 

4th 

NIA 

2nd 1 

5 th 

3rd 

Total 

1 / 

4th 5th Total 



COMMITTEE ON TOURISM AND TRANSPORTATION 
AND 

Co1111nittee 011 Eco~la~tlic- . - ig~* ic l~ l  t tn8n l 
Developnle~lt and il~stwal~ce 

Twenty-Third Guam Legslatwe 
Senator Yoe T. Sari Agustir~,  Chairmnn 

Witness Sign in Sheet 
December 11, 1996 

@ate> 

Subject: Bill No. 768 

Name Representing 
Please Print: \Vr.itterl: Agairlst 
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155 Hesler Strrtt 
Agana, Guam u 
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Telephone No.: 477-8527B120 +. , r I 
Fax No.: 477-5570 . 

AGENDB 
'BILL NO. 778 AN ACT TO APPROVE THE TERMS 

AND CONDlTlONS OF THE ISSUANCE 
OF UP TO $63.000.000 OF REVENUE 

i 
.-- BONDS OF THE GUAM HOUSINO 

CORPORATION; TO ADD NEW . 
SUBSECTION 4103.5,41W (n),4106.1, 

-. -*\ * 
AND A NEW ARTICLE 6. AND TO 
AMEND SUBSECTlON 4101.41W (a), 
4104 (m), 4105,4106, AND 4214 OF 

ASSIGNMENT OF PORT AUI'HORIIY 
,OF GUAM'S LEASES WlTH Wt,S-. --' 
EASTERN, INC. TO SHELL OUAM, INC. 
(2ntroducad by S. L. Onini. Chairrmi&' 
Committee on Rules at the R oa t  of cbe 
Governor ia Armrdance via% Organic 
Ad of Guam) - 

*BILL NO. 779 AN Am TO APPROPRIATE TWDlTY- 
RVE MILLION DOLLARS ($25,000,000) 
FROM THE RSCAL YEAR 1997,1998. 
1999. AND 2000 SCTRPtUSES OF THE 

t 
TOURlST ATTRACTION FUND TO THE 
DEPARTMEW OF PUBLIC WORKS t 

@PW) TO BEGIN THE 
REDEVELOPMENT OF TUMON BAY; 
AND TO ALLOW THE GUAM VISITORS 
BUREAU 'Ill ACCEPT PRIVATE 
CONTFUBUnONS OF FUNDS AND IN- 
KIND SERVICES FOR THE 

i 1 
REDEVELOPMENT PROJECT. 

1 ,  
(Introduced by J. P Aguon. r /  

r _ w  r a r : ~  . f i 9 a r J ~ T . h & l l i n ) r a  t v . * ~ j . f j ) s i 1 ~ ~ d  ,, 
*; The public is invited to express theu view ** I 



r y  Committee on Econo~- ... c-Agricultural 
Development and Insurance 
TWENTY-THIRD GUAM LEGISLATURE 

424 W. O'Brien Dr., Julale Shopping Center, Suite #218 
Agafia, Guam 9691 0 

Tel: (671) 477-8527191 20 Fax: (671) 477-5570 

SENATOR JOE T. SAN AGUSTIN (D) 
CHAIRMAN 

December 4, 1996 

MEMORANDUM 

TO: Members, Committee on Economic-Agricultural 
Development & Insurance 

Members, Committee on Tourism and Transportation 

FROM: Chairman 

SUBJECT: Joint Public Hearings - December 11, 1996 

The Committee on Economic-Agricultural Development and 
Insurance and Committee on Tourism and Transportation are 
conducting a public hearings on Wednesday, December 11, 1996, at 
2 p.m., in the Guam Legislature Public Hearing Room on the 
following: 

Bill No. 778 AN ACT TO APPROVE THE TERMS AND CONDITIONS OF THE 
ISSUANCE OF UP TO $63,000,000 OF REVENUE BONDS OF 
THE GUAM HOUSING CORPORATION; TO ADD NEW 
SUBSECTION 4103.5, 4104(n), 4106.1, AND A NEW 
ARTICLE 6, AND TO AMEND SUBSECTION 4101, 4104(a), 
4104(m), 4105, 4106, AND 4214 OF TITLE 12, GUAM 
CODE ANNOTATED, RELATIVE TO THE AUTHORITY OF THE 
GUAM HOUSING CORPORATION TO ENTER INTO THESE 
PARTICULAR BOND ISSUANCES; AND TO AMEND SECTIONS 
417181101 AND 13 OF Po Lo 20-225, RELATIVE TO THE 
LADA ESTATES AFFORDABLE HOUSING 
PROJECT.(Introduced by S. L. Orsini, Chairman, 
Committee on Rules, at the Request of the Governor 
in Accordance with the Organic Act of Guam) 

*BILL N0.768 AN ACT TO APPROVE THE ASSIGNMENT OF PORT AUTHORITY 
OF GUAM'S LEASES WITH ESSO EASTERN, INC. TO SHELL 
GUAM, INC. (Introduced by S. L. Orsini, Chairman, 
Committee on Rules at the Request of the Governor 
in Accordance with the Organic Act of Guam) 



Joint Public Hearings - December 11, 1996 
December 4, 1996 
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* B I L L  N0.779 AN ACT TO APPROPRIATE TWENTY-FIVE M I L L I O N  DOLLARS 
($25,000,000) FROM THE F I S C A L  YEAR 19978 1998# 
1999, AND 2000 SURPLUSES O F  THE TOURIST ATTRACTION 
FUND TO THE DEPARTMENT O F  PUBLIC WORKS (DPW) TO 
BEGIN THE REDEVELOPMENT O F  TUMON BAY; AND TO ALLOW 
THE GUAM V I S I T O R S  BUREAU TO ACCEPT PRIVATE 
CONTRIBUTIONS O F  FUNDS AND IN-KIND S E R V I C E S  FOR 
THE REDEVELOPMENT PROJECT. (Introduced by J. P. 
Aguon, J. T.  San Agustin) 

The Confirmation Hearing for Mr. Joseph C. Cruz, Director, 
Department of Commerce; Mr. Edward G. Untalan, Administrator, 
Guam Economic Development Authority; and Mr. Paul J. Bordallo, 
Member, Guam Economic Development Authority Board of Directors 
will still be held at 10:30 a.m., Wednesday, December 11. Your 
presence at these hearings is appreciated. Thank you for your 
attention to this matter. 

Attachments 
cc: Executive Director 

Protocol Office 
Maintenance 
Security 
Legal 
Archives 
Audio 
All Senators 
All Media 



COMMITTEE ON RULES 
Twenty-Third G u a m  Legislature 

155 Hesler St., Agana. Guam 96910 

December 3, 1996 

MEMORANDUM 

TO: Chairman, Committee on Tourism and Transportation 

FROM: Chairman, Committee on Rules 

SUBJECT:  Referral - B i l l  No. 7 6 8  ) 
'b,. 

The above Bill is referred to your Committee as the principal 
committee. Please note that the referral is subject to ratification 
by the Committee on Rules at its 

Attachment: 

RECEI'JED 
:!IITEC (2: ECaNOMIC- AGaICULTURU 

. - -. 
C i 



e e 
TWENTY-THIRD GUAM LEGlSLATURE 

1996 (SECOND) Regular Sess 

7/ 8" Bill No. . . .- 

Introduced by: 
est of the Governor in  

AN ACT TO APPROVE THE ASSIGNMENT OF PORT 
AUTHORITY OF GUAM'S LEASES WITH ESSO EASTERN, 
INC. TO SHELL GUAM, INC. 

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

Section 1. (a) Background. The Port Authority of Guam 

supervises and administers various parcels of real property within the 

area of the Commercial Port of Guam. Esso Eastern, Inc. i s  the holder of 

certain duly authorized leases and an easement within the Commercial 

Port of Guam properties, described as: 

1 ) Lot No. 2, Cabras Island, Piti; 

2 )  a portion of Lot No. 3 designated as Lot No. 3A in Cabras Island 

Industrial Park; 
. - - - _ .  

3 )  Esso Fire Fighting Pump House and Fire Fighting System, Piti 

Land Square 21, Section 2; and 

4 )  a Five (5) foot wide Pipeline Easement, Piti, Land Square 21. 

Section 2.  

Esso Eastern, Inc. desires to assign all its interests in the foregoing leases, 

and transfer the easement, to Shell Guam, Inc. On September 19, 1996, at a 

meeting of the Board of Directors of the Port Authority of Guam. an 

assignment of the leases and transfer of the easement was approved. 

subject to the approval of the Legislature. 



e 0 
( b )  Approval of assignment and transfer of easement. T h e  

Assignment of leaseholds and transfer of easement of the following 

properties, now held by Esso Eastern, Inc. from the Port Authority of 

Guam, which is the successor in interest of the same interests previously 

held by Guam Economic Development Authority, from Esso Eastern. Inc.. to 

Shell Guam, Inc., a Guam Corporation, are hereby approved: 

1 ) Lot No. 2, Cabras Island, Piti 

2 )  a portion of Lot No. 3 designated as Lot No. 3A in Cabras Island 

Industrial Park; 

3 )  Esso Fire Fighting Pump House and Fire Fighting System, Piti 

Land Square 21, Section 2; and 

4 )  a Five (5) foot wide Pipeline Easement, Piti, Land Square 21, 

Section 2. 

( c )  Condition of approval of assignment and transfer of 

easement. The assignment of leaseholds and transfer of easement 

approved in Subsection (b )  of this Section is approved upon the condition 

that Shell Guam, Inc. agrees to be bound by all of the same terms and 

conditions of the leases and easement with Esso Eastern, Inc.. including but 
. . - - * _ .  

not limited to any restrictions on uses of the land. 



PORT AUTHORITY OF GUAM OATURIDAT I PUETTON G U A ~  
GOVERNMENT OF GUAM 

1026 Cabns H~ghway 
Sutte 201 

PID. Guam 96925 

October 10, 1996 

Honorable Carl T.C. Gutierrez 
Governor of Guam 
P.O. Box 2950 
Agana, Guam 96910 

-.Re: consent To Esso Eastern Assignment 01 Lea 
To Shell Guam, Inc. 

Dear Governor Gutierrez: 

As you are aware, Shell Guam, Inc. recently agreed to buy the asset 
Eastern Inc., Guam branch, which markets products on Guam under the Exxon name. 
As expla~ned to the Port, Shell will acquire Exxon's assets on Guam which ~ncludes 
Exxon's Cabras terminal and the LPG storage facilities, fourteen retail servlce stat~ons 
including ten convenient stores. 

Presently, the Port Authority supervises and administers various parcels of real 
property within the area of the Port Authorrty. Esso Eastern is the holder of certain duly 
authorized leases and an easement (collectively the "PAG Leases") within the Commercial 
Port properties described as (1) Lot No. 2, Cabras Island, Piti; (2) a portion of Lot No. 3 
designated as Lot No. 3A in Cabras Island Industrial Park; (3) Esso Fire Fighting Pump 
House and Fire Fighting System, Piti, Land Square 21, Section 2; and (4) a five foot wide 
pipeline easement, Piti, Land Square 21, Section 2. Esso Eastern desires to assign all 
its interest in the foregoing PAG leases to-meit Guam. 

On September 19, 1996 at a meeting of the Board of Directors of the Port 
Authority, an assignment of the PAG Leases from Esso Eastern, Inc. to Shell Guam Inc. 
was approved, subject to the approval of the Governor and the Guam Legislature. The 
purpose of this letter is to obtain the approval of your office to the assignment. Enclosed 
for your review is the Port Authority Board Resolution, the form of the Assignment, and 
the proposed Bill consenting to the assignment for transmission to the Guam Legislature. 

Esso Eastern and Shell Guam advises that time is of the essence. The transaction 
is scheduled to close in January of 1997. In order for the Guam Legislature to have 
sufficient time to act on the proposed Bill. Shell Guam and Esso Eastern is requesting that 
the proposed Bill be transmmed to the Guam Legislature in time for consideration in its 
November session. 

Cornrnonwcalth lu'ow ! 



Honorable 
October 10, 1 

Page 2 

If I can be of further assistance in answering any questions reaarding this matter 
do not hesitate to contact me or the Pon's General Manager, captain Bermuaes. 

Thank you for your attention and assistance. 

Sincerely yours, 

CC: Captain E.C. Ebmudes, General Manager 
Mr. David O'Brmn. Shell Guam lnc. 
Mr. Greg -1, Esso Eastern, tnc. 

PAG\Govemor.ltr 
- - 

. . - --r- . 



RESOLUTION 

OF THE 

BOARD OF DIRECTORS 

OF THE 

PORT AUTHORITY OF GUAM 

This Resolution is adopted at the September fl. 1996 special meeting o: :nt 
Board of Directors of the Port Authorrty of Guam as follows: 

-. 

WHEREAS, the Guam Economic Development Authority has entered into a 
Sublease with Esso Eastern, Inc. dated January 18, 1971, which was extended by Notice 
of Exercise of Option to Extend dated October 24, 1990 for Lot 3A of the Cabras Island 
Industrial Park consisting of 3.214 acres; and 

WHEREAS, the Guam Economic Development Authority also entered into a 
Sublease with Esso Eastern, Inc. dated October 1, 1969, which was extended by Not~ce 
of Exercise of Option to Extend dated July 6, 1989 for Lot 2 of the Cabras Island lndustrial 
Park consisting of 5 acres; and 

WHEREAS, there IS also an easement granted by the Guam Economic 
Development Authorrty to Esso Eastern, Inc. dated July 11, 1986; and 

WHEREAS, the interest of Guam-Economic Development Authority in said 
Subleases and easement (herernafter collectively "Subleases") has been transferred to the 
Port Authority of Guam; and 

WHEREAS, Shell Guam, Inc. and Esso Eastern, Inc. have entered into an 
agreement whereby, subject to certaln conditions being met, Shell Guam, Inc. will acquire 
tne interest of Esso, Eastern, Inc. in the Subleases; and 

WHEREAS, one of the conditions to the closing of the Purchase and Sale 
Agreement is that the consent of Government of Guam be obtained for the Assignment 
of said Subleases; 



RE, BE n KNOWN THAT IT I &EBY RESOLVED. tna: me 
Port Authority of Guam consents KO the Assignment of the Subleases from Esso Easrerr 
Inc. to Shell Guam. InC. in substantially the same form as the Assignment set fonr; Ir 
Exhibit "A" attached hereto and respectfully request the Governor of Guam and Guam 
Legislature approve and consent to the Assignment; 

BE IT FURTHER RESOLVED that the General Manager and legal counsel ic: tne 
Port Authority of Guam take such steps as are reasonably necessary to omarc sticn 
consent and approval. 

Dated this -. l?*day of September. 1996. 

PORT AUTHORrrY OF GUAM 

Bv: , . ,  , , 
Name: P#u&'J. ~ O U D E R  
Title: C H A I R M A ~ ~ E ~ H E  BOARD 

ATTEST: 

4 

4!Lh 
ELEANOR A. HILLS, Secretary 



FOR RECORDER'S USE 

ASSIGNMENT OF LEASED LANDED ASStlS SITES 

This Assignment ("Assignment") is made as of October 7, 1996, by and between 

ESSO EASTERN, INC. (formerly known as Esso Standard Eastern Inc.) GUAM BRANCH 

("Seller") and SHELL GUAM INC. ("Purchaser"). 

Purchaser and Seller have entered into a certain Asset Purchase and Sale 

Agreement dated September 9, 1996, ("Asset Purchase and Sale Agreement") to sell to 

Purchaser and Purchaser has agreed to buy from Seller certain assets including without 

limitation certain leasehold interests held by Seller as lessee in real property located within 

the Territory of Guam. 

NOW, MEREFORE, in consideration of the foregoing and for other good and 

valuable consideration, the receipt of whicK'ij'hereby acknowledged, the parties agree 

upon Closing ('Closing' as defined in the Asset Purchase and Sale Agreement) as 

follows: 

1. Assianment. Effective on Closing, Seller assigns, transfers and conveys to 

Purchaser all of the Seller's right, title and interest as lessee in and to the following lease 

agreements ("Leases'): 
- 

See Exhibit 'A' attached hereto and incorporated herein by reference. 

Together with all improvements thereon and all appunenances thereunto belonging. 



2. SU . Effective on Closing, Purch accepts, all of Seller's ngh?, ". 
title, and interest in the Lease and hereby assumes and agrees to timely perform, pay. 

and discharge all of the duties and obligations of Seller under the Lease. 

TO HAVE AND TO HOLD the Leases unto the Purchaser and rts successors and 

assigns forever, subject to the terms and conditions contained in the Leases, which 

leasehold terms and conditions Purchaser, subject to Closing occurring, does hereby 

assume and agree to perform according to their tenor. This Assignment is additionally - 
made subject to the following matters which are specifically excluded from any covenants 

or warranties, express or implied, contained in this instrument: (i) any and all tenancies 

and licenses (referred to in Exhibit A to the Asset Purchase and Sale Agreement), 

easements, ground rents, rights-of-way, conditions, covenants, restrictions, reservations, 

and exceptions of records applicable to the Leases and/or the real property which is the 

subject of the Leases; (iii) any facts, rights, interest, or claims which are not shown by the 

public records but which could be ascertained by an inspection of said land or by making 

inquiry of persons in possession thereof; and discrepancies, conflicts in boundary 

lines, shortage in area, encroachments, or any other facts which a correct survey would 

disclose (references to map numbers and areas in this instrument are for descriptive 

purposes and do not constiiute representations or warranties). 
. , - ..-J. 

3. Warrantv Seller Warrants: 

a. That the Seller has not conveyed the Leases to any third party and 

that no encumbrances which constitute any lien on the Leases have 

been made by the Seller or knowirlgly suffered by Seller except the 

lien of current real estate taxes (if any) and any easements of record; 

and 

b. That the Seller is not party to any agreement with any governmental 



orrty in respect to any restria elating to the Leases whrch 0 
has not been disclosed in writing to the Purchaser. 

4. Consent. To the extent any transfer or assignment of the Leases shall 

require that the prior approval or consent of the lessor or of any other party be obtatnea 

to the assignment or transfer of such Lease, this Assignment shall not be deemed 

effective for any purpose until such approval or consent has been fully obtained. 

5. Assianment subiect to Asset Purchase and Sale Aureement Th~s - 
Assignment is made subject to the Asset Purchase and Sale Agreement and in the event 

of any conflict between my term or provision of this Assignment and any term or 

provision of the Asset Purchase and Sale Agreement, the term or provision of the Asset 

Purchase and Sale Agreement shall control. 

6. Assianment to Bind Successors and Assi~ns. This Assignment shall bind 

and beneffi the parties hereto and their respective successors, legal representatives and 

assigns. 

7. General Provisions. Time is of the essence of this Assignment. This 

Assignment shall be governed by the Laws of the Territory of Guam. All representations, 

warranties and indemnities herein shall survive execution, termination or enforcement of 

this Assignment. No modification, waiver approval or consent under this Assignment shall 
. - *-. - 

be effective unless in a writing executed by the parties. . No waiver of any breach or 

defautt shall be deemed a waiver of any breach or defauk thereafter occurring. The 

Section headings herein are for convenience and reference only and shall not enter into 

the interpretation hereof. The paflies agree to perform such further acts and execute and 

deliver such funher documents as may be reasonably required to carry out the pro~sions 

of this Assignment and the intentions of the parties. m is  Assignment may be executed 

in counterpans. In the event any provision of this Assignment is held to be illagar invalid 

or unenforceable, such provision shall be severed and shall not affect the remainder of 

the Assignment. 



In counterparts. In t vent any provtsion of this Assig nt IS held to be ~ltegal. invallc sQ '0 
or unenforceable, such provision shall be severed and shall not affect the remainaer of 

the Assignment. 

IN WITNESS WHEREOF, the parties have executed thls Assignment effecrlve 2s 

of the date first set forth above. 

ESSO EASTERN, INC., GUAM BRANCH 

By: 
f )  V 
V 

Its Duly Authorized Representative 

SHELL GUAM INC. 

By: /&, 

Its Duly Authorized Representative 



SENT OF PORT AUTHORITY GUAM C 
1. Consent. PAG, by execution hereof does hereby consent lo the toreaoinc - - 

assignment. The consent herein is expressly conditional on the Closing (as defined in the 

Asset Purchase and Sale Agreement) of the Asset Purchase and Sale Agreement and tne 

approval of the ~overnment of Guam to the assignment hereto. 

2. Continuation of Terms. All of the terms and conditions of the Lease shall 

apply with continued force to Purchaser. 
- 

IN WITNESS-.WHEREOF, the parties have executed this Consent to Assignment 

of ~ e a &  this 6 day of o&de/ , ,996. 

By: Chairman , ~ -  f th Board 

By: 

General Manager 

APPROVED AS TO 'FORM: 

CARBULLIDO. PIPES & BORDALLO 
Attorneys for Port Authority of Guam 

By: 



ONSENT OF GOVERNMENT UAM 

In accordance with P.L. , the Government of Guam hereby consenrs tc 

and concurs in the foregorng Assrgnment of Leased Landed Assets Sites (tne 

"Assignment") to the extent of rts Interest in the Leases and the 9arCelS of propen), 

described In the Leases. 

GOVERNMENT OF GUAM 

* 
- 

By: 
CARL T.C. GUTIERREZ. 
Governor of Guam 

By: 

L Governor % / 

APPROVED AS TO FORM: 

OFFICE OF THE ATTORNEY GENERAL 
. . ,I/ - - - 

/ t / '  
. . - *-- I 

By: Lk%d&&-A 
Attorney General ~/(fp&) 

RECEIVED,  



TERRITORY OF GUQ ) 
) ss: 

* 

CITY OF AGANA 1 
.:A 9 .  

Onthis * dayof .<,.C-:LL , 1996, before me the undersrgned notary. 
personally appeared, PAUL J. SOUDER, the person whose name IS signed on tne 
preceding or attached document, and acknowledged to me that he signed it voiuntartr~~ 
for its stated purpose as CHAIRMAN OF THE BOARD of PORT AUTHORIlY OF 
GUAM, GOVERNMENT OF GUAM. 

. / C ; h  
NOTARY PUBLIC 

TERRITORY OF GUAM ) 
) ss: 

CITY OF AGANA ) 

ROXANNE T. FLORES 
Norary Public 

In and for the Territory of Guam USA 
My Commission Expires: 12-14-97 

P.O. Box 26473 - 

On th~s Y"IV day of , 1996, before me the undersigned nolary. 
personally appeared, EULOGJO C. BERMUDES, the person whose name is signed on 
the preceding or attached document, and acknowledged to me that he signed it 
voluntarily for its stated purpose as GENERAL MANAGER of PORT AUTHORIN OF 
GUAM, GOVERNMENT OF GUAM. 

+ 

ROXANNE T, FLORES 
Norary Public 

In and for the Tcrri~ory of Guam USA 
My bmmrss~on Expires: 12-14-97 

P.O. Box 26073 - 
G-MF, Guam 36921 
. -- J 



TERRITORY OF GU ,' ss: 
CITY OF AGANA 1 

On this day of , 1996, before me the undersigned notary, 
personally appeared, GOVERNOR CARL T.C. GUTIERREZ, the person whose name IS 
signed on the preced~ng or attached document, and acknowledged to me that ne srgned 
it voluntarily for its stated purpose as GOVERNOR of the TERRITORY OF GUAM. 

NOTARY PUBLiC 

TERRITORY OF GUAM ) 
) ss: 

CITY OF AGANA 1 

On this day of , 1996, before me the undersigned notary, 
personally appeared. LT. GOVERNOR MADELEINE Z BORDAUO, the person whose 
name is signed on the preceding or anached document, and acknowledged to me that 
she signed it voluntarily for its stated purpose as LT. GDVERNOR of the TERRITORY 
OF GUAM. 

NOTARY PUBLIC 



TERRITORY b GUAM ) 
) ss: 

CITY OF AGANA 1 

On this 8% day of 1996, before me, a Notan, Pubi . . 
in and for the Territory of Guam, personally appeared CRFG C . G ~ L ' Z  
known to me to be the of ESSO EASTERN, INC., a r  : 
acknowledged'to me that hetshe executed the foregoing ASSIGNMENT in s u ~  
capacity, being fully authorized to do so, and for the purposes and consideratio. 
contained therein. 

LN WITNESS WHEREOF, I have hereunto set my hand and gffixed my offici: 
seal the date last above written. 

TERRITORY OF GUAM ) 
) ss: 

CITY OF AGANA ) 

On this 8TH day-of OCTOBER, 1996, before me, a Notary Public in and f l  

the Territory of Guam, penonally appeared GRAHPM TALDOT, known to me to i 
the DIRECT'OR OF FINANCE of SHELL G U M ,  INC., and acknowledged to n 
that hehhe executed the foregoing ASSIGNMENT in such capacity, being ful 
authorized to do so, and for the purposes and consrderations contained therein. 

IN WITNESS WHEREOF, I have hereunto set my hand and afl:xed my offici. 
seal the date last above written. 

- . -  .... 1 t L 1  lb. - NOTAiCl. ; 'UBL~C 
I n  OW lo1 the  Icrr ,ry 01 Guom, 3.s .~  

0 MY C~mn~asmn EXD. ,I. F,, I * *% 



Exhibit A uy In Agrtemcnt 

I - F !  

l 
c ?-T/ , - THIS SUBLEASE AGREEMENT, made and entered i n t o  the  - - 

day 6f . 0 c f o ~ ~ f , " l ~ d ~ ~  by and between the C U M  ECONOMIC DEVZLOPEh'; 

! AUTHORITY, s publie  corporat ion created by Public Law 8-80, ~ i g h t h  

and ESSO STANDARD USTERN, INC., a corpora t ion  organized under the 

I laws of the State of Delaware, duly r e g i s t e r e d  to .do business 

within Guam, hereinafter .  sometimes r e f e r r e d  t o  as Lessee, 

I 

FOR AND IN CONSIDERATION o f  the payment of  r e n t ,  and of  

t h e  o t h e r  terns, .conditions and covenants hereinafter  contained, 

I 
Lessor does hereby  sublease t o  the Lessee, and t h e  Lessee docs 

hereby take from the Lessor, f o r  purposes of ~essce's constructing, 

I zainta in ing , and operating thereon facilities necessary and/or 
. - .  

i n c i d e n t  t o  i t s  bus iness  of selling.. d e l i v e r i n g ,  disposing, ware- 

1 housing and stocking petroleum products, as well as all businesses 

I a l l i e d  o r  i n c i d e n t  thereto, a -pax ; l  o f  land containing an area of 

five ( 5 )  acres', more or less, including t he  r i g h t  of egress and 

i n g r e s s ,  ro and from the s u b l e a s e d  p r e m i s e s ,  together w i t h  all the 

inprovements thereon, and d e s c r i b e d  on the attached exhibit marked 

"A" and made a part hereof. 
t 

TO HAVE AND TO HOLD the sane unto the  Lessee, its 

successors and assims, f o r  a t e n  of TWEW (20) years, co-enchg 

the  d a t e  of execution hereof,  upon the following ren ta l ,  terms and 

. -- conditions: 
..... C.. .- I;-' X l c '  kids-crervcr and* the Gszr; agrees to pay as' 

r e n t a l  f o =  t h e - s a i d  premises;  ' t he  sum of ~ ~ c e e n  Thousand hl lars  ? 

($16,'000.00)~ 1aGfuT rdoniy of. the u.-.s.', pm Y Z Z f  inq 
- .  . . 

advance annually, e-eneing the effective da te  hereof? 



' 4. 0 a 

8 2. It i r  mtual ly  agreed that e suble&sed premises are 

i n  s u i t a b l e  c o n d i t i o n - f o r  Lessee's occupancy and rhsc no action of 

IJ s i t e  prepara t ion  - need be done by Lessor. 

3.  The Lessor agrees' t o  execute and delivez to the 

a Lessee such casements ind/or  rights-of-way on and along cornon 
' . C 

a 'hoi dLg!Af.jce; a= <!i~ * ~ G Z U L  - hYjr d& i-Lri.+,:, , r , i i ; j 6 *  A, A ~ L  t h e  ~ J C - ~ C S ~ S  

o i  the  Lessee and which s h a l l  n o t  be incons i s ten t  with any o t h e r  

a agrcemcnt, covenant, conveyance or grant executed by and between 

the  Lessor and any third party and which are not otherwise included 

within the  subleased premises. 

I 4 .  I n  the event the Lessee, f o r  any reason o t h e r  than self 

imposed, be deprived of  the possession o r  use of  any part o r  

I p o r t i o n  of the suPleased premises,  the  yearly r e n t a l  s h a l l  aba te  

I i n  p ropor t ion  t o  t h a t  portFon o r  p o r t i o n s  unusable,  and i n  propor- 

tion t o  the number of days that the Lessee i s  not  i n  possession 

( thereof .  

5 .  The Lessee s h a l l  have t h e  r i g h t ,  pursuant t o  the 
. .  .--*. 

7 e x i s t i n g  laws o f  Guam, and after o b t a i n i n g  the  zppropr ia te  pemi t s  

( from the  Governnent of  Guam, t o  erect and constmet on the subleased 

premises  any and-all bu i ld ings ,  facilities, structures, p ipe l ines ,  

gas works, terminals ,  as w e l l  as i n s  call t h e r e i n  any equipment. 

I machineries o r  any property of whatsoever nature without the neces- 

s i t y  of securing t h e  consent o r  approval  o f  the Lessor. No bui ldings,  

I ; r ruc ru rcs ,  improvements and equipments , e r e c t e d ,  cons tructzd, 

installed o r  owned by the Lessee shal l ,becme part of  the  subleased 

I premises, but s h a l l  remain the p r o p e r t y  of the  Lessee and nay be 

I removed by the Lessee wi th in  ninety (90) days after the t e n i n a t i o n  

or cancellation of  this-sublease; provided,  t ha t  the Lessee s h L Z  ' 
restore t h e  subleased premises t o  its condit ion then exis t ing as of 

the da te  of the execut ion hereof. Lessee s h a l l  have t h e  r i g h t  to 

use t h e  subleased preaise. i n  any manner which the  Lessee deems 



* I . . 
necessary t o  the &duct 0; its business, the Lessee s h a l l  have 

the right freely to excavate, l eve l ,  p i l e  or othenrise move the s o i l  

o f  t h e  subleased premises. In e r e c t i n g  o r  constructing such 

I 
- . - 

f a c i l i t i e s ,  the  Lessee agrees no t  t o  p e r f o m  any acts o r  carry on 

1 any p r a c t i c e s  which may be a nuisknce o r  menace t o  o t h e r  tenants  o f  

the Cabras Is land  I n d u s t r i a l  Complex, 

I -a: .- 

7. Real E s t a t e  Taxes, if any, levied and assessed a g a i n s t  
I 
I 

t h e  demised premises, and r e a l  e s t a t e  t a x e s ,  i f  any, l e v i e d  and 

I ~ s s e s s e d  aga ins t  t h e  Lnprovenents t o  be c o n s t m c t e d  thereon,  s h a l l  

be bor-i~e by t h ~   iss see. Lessee s h a l l  a l s o  pay a l l  t a x e s  and 

1 assessments l e v i e d  a g a i n s t  any business  conducted on the  subleased 

I premises o r  in connection therewith and s h a l l  pay a l l  proper 

charges f o r  u t i l i t i e s  s e w i c e s  furnished o r  provided t o  the property ----- 
I sub le t .  . . - --- . 

' 8 .  The Lcssee hereby undertakes t o  hold the  Lessor f r e e  
I 

and hstnnless from any and a l l  c la ims  by any person o r  persons on 
- 

I account of any injury o r  property damage s u f f e r e d  w i t h i n  the sub- 

leased  premises during the term of t h i s  agreement. The Lessee s h a l l , '  

I during the e n t i r e  term hereof,  keep in f u l l  f o r c e  and e f f e c t ,  a p o l i c y  

I of publ ic  l i a b i l i t y  insurance s a t i s f a c t o r y  t o  the  Lessor  with 

r e spec t  t o  the subleased premises and t h e  hprovements  thereon. 

9 .  The Lessor  does hereby grant t o  t h e  Lessee,  the 

opt ion  t o  extend t h i s  sublease f o r  seven (7) success ive  te rns  of ten 
.y. .& - 

, ... (10) years each term, - t 6 c i &  h&eiia6ts +&nd conditions as are.,,:-% 
.- . --- -e-- 

c o n t a i n e d  he re in ,  except t h a t  the renta l  shall. be established at 

mutually agreeable  l t v e l s  f o r  each such successive t e rn .  ' In the 

event the p a r t i e s  a r e  unable t o  agree on the  r e n t a l  for any extended 

term within t h i r t y  (30) days from and a f t e r  t h e  e x p i r a t i o n  of t h e  

' subleas*,  the  Lessor and Lessee s h a l l  each appoin t  an appraiser  who 



' s h a l l  so detern ine  the rental for.  the extcnde@em; and i f  s a i d  

340 appra isers  arc unable - t o  so agree, within t h i t q  (30) b p s  

from t h e i r  &te of a p p o i n ~ e n t ,  thzn t h e y  s h a l l  appoint  a t h i r d  

appra i se r  whose dec i s ion  s h a l l  be b i n d h g  and f ina l .  Lessee may 

e x e r c i s e  i t s  op t ion  t o  extend hereunder b y  g(ving Lessoz n o t i c e  i n  

w r i t i n g  a t  any t h e  p r i o r  t o  the e x p i r a t i o n  of the t e r n  granted 

h e r e i n  o r  any extension hereof. 

10. ~ t t a c h e d  as Exhibit "B" is the Quitclab Deed from 

:he Uni ted  S t a t e s  of A m e r i c a  t o  the Government of t h e ' T e r r i t o r y  

of  Guam which i s  by th i s  reference made a part o f  t h i s  sublease. 

The condi t ions  and r e s e r v a t i o n s  contained therein i n s o f a r  as re- 

levant t o  this l e a s e  are an cxpress  c o n d i t i o n  of ~ e s s o r ' s  obl ipa-  

tions under t h i s * s u b l e a s e .  I f  t h e  United S t a t e s  of America 

exerc i ses  any r i g h t s  a r i s i n g  out of t h e  cond i t ions  and rese rva t ions  

o f  Exhibi t  "B" , and such r i g h t s  conflict w i t h  the provis ions of 

t h i s  sublease,  then t o  the  e x t e n t  of such c o n f l i c ~  t h i s  sublease -- --- 
will be modified wi thou t - - fu r the r  a c t i o n  . . by the  p a r t i e s .  Attached 

- --* _ . 

as Exhibi t  "C" is  t h e  Lease of August 29,  1969,  between the 

Government of Gum and the  Guam konomic  Deve lopen t  Authority 

which i s  by t h i s  r e fe rence  made a p a r t  of this lease. The con- 

ditions and r e s e r v a t i o n s  contained t h e r e i n  insofar a s  re levant  t o  

this sublease a r e  a l s o  an express  cond i t ion  of ~ e s s o r  ' s ob l iga t ions  

under t h i s  sublease.  If the  Goverunen~ o f  Guaii exe rc i ses  any 

r i g h t s  a r i s i n g  o u t  o f  the  condi t ions  and reservations of Exhibit "C", 

and such r i g h t s  c o n f l i c t  w i th  the  p rov i s ions  of t h i s  sublease,  

then t o  the e x t e n t  of any such c o n f l i c t  t h i s  sublease will be 

modified without : fu r the r  - ac t ion  by t h e  p a r t i e s .  
., ,. . 

11. ~ o m i t h r & d i r ~ , ~  a n y  of' the covenmcs and c ~ n d i t i o n s  

c o n t a i n e d  here in ,  i t  i s  express ly  agreed b e c ~ e e n  the p ~ i - i t ~ ~  he-eta 

t h a t  the Lessee may, ac its op t ion ,  cance l  and terninate this 

sublease  a t  any t h e  a f t e r  t h e  e x p i r a t i o n  of  one (1) year from 

d a t e  hereof by g iv ing  t h e  Lessor wriptcn  n o t i c e  not  less than 



thirty (30) days prior to the date of such cancellatiun or tezmfna- 

t i o n ,  and upon by the Lessee to the Lessor of one (1) year 's  

rental as liquidated damages, and restoration o f  subleased premises 

to i t s  condition then existing as of  the date of  execution hereof, 

this sublease shal l  - be -. . deemed cancelled and t e r m i n a t e d  without 

f u r t h e r  action by the parties. 

12. This Agreerne~t shall inure to  the benefit o f ,  and 

bind, the Lessor and the .Lessee, their respective successors and 

assigns. 

w WITNESS WHEREOF, the Lessor and the Lessee, by the 

d u l y  authorized reprcrcntatives, have caused to be executed at 

i Agana, Guas ,  t h e  day and date first above written. 
.. 

i APPROVZD AS TO FOW.?: GUAM ECONOMIC D S E L O P E N T  A U T H O R I F  

. 

BY: A- 
KURT S. I.IOYLAN 
Acting Governor of Guam 

- - _ 
!tE*ifT0ay or GUAM, DEPARThlE]iT a LAND M M G E ; ~ E ~ ~  

I G:FICl 01 THE RICOZDER 

, - .  - _.._ INSI'RL'BI~T ~ ~ I B E R  916'53 
a 

nu inslurncnt w f i d  for record on P -1 

( V P ! ,  day of 

md duly reeordrd in Dook 9 3 
-77 t .kordiag ~ a ,  - ~ o u ~ b q  SO. - 



TERRITORY OF Cum - 

C I n  OF AG-IWA . .'. 

I i 

~n t h i s  /#day -- . .- of October, 1969; before me, a Notary 

I Public i n  and for the territory of CUM, persona1Z.y appeared J. I,. 

I 
RICHARDS, h o r n  to me to be the duly authorized representative o f  

-. 
7 

ESSO Standard-Eastern, Inc., that executed the within i n s t m e n r  

1 and achovledged to me that such corporation executed the same. 

WITNESS my hand and seal-the 

11 

ROTARY PUBLIC r n  and ror che 

I Pkrch 11, 1970. t e r r i t o r y  of Guam 

I C I Z  OF AGANA 

1 
ss: 

1 . - _ * _  

OTI this / d of c o b  1369, before me, a Notary 

Public in and f o r  the territory of Guam, personally appeared - - 
JZSUS 5 .  L. GUERRERO, h o r n  t o  me to be the duly authorized repre- 

sentarivc of the Guam Zconornic Development ~ u t h o r i t ~  that executed 

t h e  within i n s tmment  and achouled3ed to me that  such covorat ion  

executed the same. 

W I m S S  my hand and sea l  the 

Ily c s m i s s i o n  expires : N O T M Y  PUaLIC in and for t h e  
. b r c h  11, 1970. territory of Cuacn 



~ H ~ E R I C A L  1NDz.x m . w  sm. voz.. (Q." : 

ISSUANCE OF COT. Nb. ( ) (  1 

CANCELUTION OF C.T. NO, C ,  C. ( ) (  : 
q COrrPLETED D O C L E N T  PROCESSED, FILED BY: ( 1 - --- . . . -- . COT- NO. ACE 

AND HIS WIFE 

lao* . ACE: OCCUPATIOH 

- - 

WG ADDRESS: 
. . .-4-. 

"S PROPERTY LISTING DAILY SALES DATA NO. a .  
. .s : 

I 

I- 
- 
- - 4 

.( ;*, 
I J 



NU v. SLTLE.4ST: AC.=L.tY:.. - 

m r ~  gmLUJI ACRl!EHWTj ~ d 4  !I!"' d catrrrd lars thr 14th d r y  
Acr7W191~7 F & A ,  

J-w 
- 197 l, by and b e m e e n  t h e  CUM ECUROKK DEV'&LOPM~T 

- U I T f I O B F I ,  a p u b l i c  c o r p o r a t i o n  c r e a t e d  by P u b l i c  Law 8-80, Eigh th  G U ~  

L e g i s l a t u r e ,  h e r e i n a f t e r  s o n e t i m s  r e f e r r e d  t o  as L e s s o r ,  ;nd ESSO SiA,\:. 

USTERh', nTC. ,  n c o r p o r a t i o n  o r g a n i z e d  under  t h e  l a w s  of t h e  Sta:e of 

Delaware, d u l y  r e g i s t e r e d  t o  do  b u s i n e s s  w i t h i n  GUHP, h e r e i n a f t e r  

somttimes r e f e r r e d  t o  a s  L e s s e e ,  

FOR AND I N  CONSIDERATION o f  t h e  paymen: o f  r e n c ,  and of  r h e  

o t h e r  te rms ,  c o n d i t i o n s  and c o v e n a n t s  h e r e i n a f t e r  c o n t a i n e d ,  Lesso r  does  

hereby s u b l e a s e  t o  t h e  L e s s e e ,  and t h e  L e s s e e  does  he reby  t a k e  from t h e  , 

Lessor ,  f o r  pu rposes  o f  L e s s e e ' s  c o n s t r u c t i n g ,  c a i n r a i n i n g ,  and o p e r z t i n ;  

thereon  f a c i l i t i e s  n e c e s s a r y  a n d / o r  i n c i d e n t  t o  i t s  b u s i n e s s  of s e l l i n g ,  

d e l i v e r i n g ,  d i s p o s i n g ,  warehous ing  and s r o c k i n ~  p e t r o l e u m  p r o d u c t s ,  cs 

v e l l  as a l l  b u s i n e s s e s  a l l i e d  o r  i n c i d e n t  t h e r e t o ,  a p ~ r c e l  of  l a n d  

con ta in ing  a n  a r e a  of t h r e e  and two hundred f o u r t e e n  t h o u s a n d t h s  a c r e s  
. - 

( 3 . 2 1 4 ) ,  i n c l u d i n g  t h e  r i g h t  -&- ,egress  and i n g r e s s ,  t o  and from t h c  

subleased p r e m i s e s ,  t o g e t h e r  w i t h  a l l  t h e  improvements t h e r e o n ,  and 

descr ibed  o n  t h e  a t t a c h e d  e x h i b i t  marked "A" and made a p a r t  he reo f .  

- 
TO HAVE AND TO HOLD t h e  same u n t o  t h e  L e s s e e ,  I t s  s u c c e s s o r s  a r  

a s s i g n s ,  f o r  a term o f  T E N ' R  (20) y e a r s ,  conznencing t h e  d a t e  o f  e x e c u t i c  
-. 

hereof ,  upon t h e  f o l l o w i n g  r e n t a l ,  terms and c o n d i t i o n s :  

I. The L e s s o r  r e s e r v e s  and t h e  L e s s e e  a g r e e s  t o  pay as r e n t a l  

f o r  t h e  s a i d  p r e m i s e s ,  t h e  sum of .TEN THOUSL,"ID TWO HUn'DRED EIGHTY FIVE 

($10,285.00). l a w f u l  money o f  t h e  Un i t ed  S t a t e s ,  PER Y U R ,  payable  i n  

i d v a c c t  a n n u a l l y ,  c o m e n c i n g  t h e  e f f e c t i v e  d a t e  h e r e o f .  

: 3 .a 2. s.It. is , m t u a l l y i  a g r e e d  t h a t  . t h e  s u b l e a s e d  p remises  a r e  ir. 
- - - _.- . . -C . - -  & P ,,,* -- -.- - _  . - . ,  - - .. .. _. . - - .  

~ b b ~ ~ o ~ f c r  f ~ r  L e s s e e ' s  OCiUPinCY aad zhrt 30 =xion nf s i t e  

? r e p a r a t i o n  need be done by L e s s o r .  



5 .  Titi: Leos;r ag rees  EU C - - - - - -  -..- 

.ue k w a d l b t r  rad/or ri#kt#-of*ry on d ilmg emwn t horougktrra, 

m t h e  Leasor may d o t e d n e  nec88881). f o r  t h e  purp08es o f  t h e  Lessee 

and which shall  nor be i n c o ~ t . r e n c  w i t h  any ocher  agreement ,  covenant ,  
- 

conveyance o r  g r a n t  executed by and betwaen t h e  Lesaor  and any t h i r d  pax 

and which a r e  not  o t h e r u i s e  inc luded w i t h i n  t h e  s u b l e a s e d  premireg.  

4 .  I n  t h e  e v e n t  t h e  Lessee ,  t o r  any r e a s o n  ocher  than  s e l f -  

imposed, be depr ived o f  t h e  p o r s e s a i o n  o r  u s e  o f  m y  p a r t  o r  p o r t i o n  of 

t h e  subleased premiree ,  t h e  y e a r l y  r e n t a l  s h a l l  a b a t e  i n  p r o p o r t i o n  t o  

t h a t  p o r t i o n  o r  p o r t i o n a  unusable ,  and i n  p r o p o r t i o n  t o  t h e  number o f  

days t h a t  t h e  Lessee is  not  i n  p o s s e s s i o n  t h e r e o f .  

5 .  The Lessee  shall hove t h e  r i g h t ,  p u r s u a n t  t o  t h e  

e x i s t i n g  laws o f  Cum,  and a f t e r  o b t a i n i n g  t h e  a p p r o p r i a t e  pe rmi t s  

from t h e  Government of  Guam, t o  e r e c t  and c o n s t r u c t  on t h e  subleased 

premises any and al.1 b u i l d i n g s ,  f a c i l i t i e s ,  s t r u c t u r e s ,  p i p e l i n e s ,  

gas works, t e r m i n a l s ,  a s  w e l l  as i n s t a l l  t h e r e i n  any equipment,  

machineries o r  any p r o p e r t y  of whatsoever n a t u r e  w i t h o u t  t h e  n e c e s s i t y  

of secur ing  t h e  consent  o r  approval  of  t h e  Lessor .  No b u i l d i n g s ,  

s t r u c t u r e s ,  improvementr a n d ~ _ q u i p m c n t s ,  e r e c t e d ,  c o n s t r u c t e d ,  

i n s t a l l e d  o r  owned by t h e  Leases  r h a l l  become p a r t  o f  t h e  cubleared 

premises,  but  s h a l l  remain t h e  p roper ty  o f  t h e  Lessee  and may be 

removed-by =he Leasee w i t h i n  n i n e t y  (90) days a f t e r  t h e  t e r m i n a t i o n  

o r  c a n c e l l a t i o n  of t h i r  s u b l e a s e ;  provided,  t h a t  t h e  Lenses  s h a l l  r e s t o l  

t h e  subleased premises t o  its c o n d i t i o n  then  e x i s t i n g  aa o f  t h e  > a t e  of  

t h e  execu t ion  he reof .  Lessee  s h a l l  have t h e  r i g h t  t o  u s e  t h e  ~ u b l e a s e d  
- 

premises i n  any manner which t h e  Lessee  deems n e c e s s a r y  t o  t h e  conduct 

of i t s  b u s i n e s s ,  and t h e  Lessee  s h a l l  have t h e  r i g h t  f r e e l y  t o  excavate  

l e v e l ,  p i l e  o r  o t h e r v i s e  n v e  t h e  s o i l  o f  t h e  sub leaeed  p r e d r e s .  In 

e r e c t i n g  o r  . c o n s t r u c t i n g  such f a c i l i t i e s ;  t h e  L e s s e e  a g r e e s  no t  t o  
. ...a -.-..- 

perform'any acts or c a r r y  on a q  p r a c t i c e s  which may be a  nuisance  o r  



- 

7. Real &:ate Taxes ,  i f  any ,  l e v i e d  and a s s e s s e d  againsz  

t h e  demised premises ,  and real e s t a t e  t a x e s ,  i f  any,  l e v i e d  and asre88 

a g a i n s t  t h e  improvemerrcs t o  be constructed t h e r e o n ,  s h a l l  be borne by 

t h e  Leraee. Leaate  sha l l  also pay all taxer and arserrments l e v i e d  -. 
a g a i n s t  any bus iness  conducted on t h e  s u b l e a s e d  premises  o r  i n  

connect ion  t h e r e v i t h  and s h a l l  pay a l l  p r o p e r  cha rges  f o r  u t i l i t i e s  

s e r v i c e s  furnished o r  provided t o  t h e  p r o p e r t y  s u b l e t .  

8. The Lessee  hereby under takes  t o  hold  the  Lessor  f r e e  and 

harmless from any and a l l  c l a ims  by any pe r son  o r  pe r sons  on account  of  

any i n j u r y  o r  p roper ty  damage s u f f e r e d  w i t h i n  t h e  s u b l e a s e d  premises du: 

the  term o f  t h i s  agreement. The Lessee  shall, during t h e  e n t i r e  term 

hereof ,  keep i n  f u l l  f o r c e  and e f f e c t ,  a p o l i c y  o f  p u b l i c  l i a b i l i t y  

insurance s a t i s f a c t o r y  t o  t h e  L e s r o r  w i t h  r e s p e c t  t o  t h e  sub leased  

premises and t h e  improvements-xhereon. 

9 .  The Lessor  does hereby g r a n t  t o  t h e  L e s s e e ,  t h e  o p t i o n  t c  

extend t h i s  sub lease  f o r  seven (7) s u c c e s s i v e  terms o f  t e n  (10). yea r s  

each term, upon the  same covenants  and- c o n d i t i o n s  as a r e  con ta ined  here: 

except  t h a t  the  r e n t a l  s h a l l  be e a c a b l i a h e d  a t  rrmtually a g r e e a b l e  laveLs 

f o r  each ruch s u c c e s r i v e  term. I n  t h e  e v e n t  t h e  p a r t i e s  a r e  una6 l s  t o  

agree  on t h e  r e n t a l  f o r  any extended term w i t h i n  t h i r t y  (30) daya from 

and a f t e r  the  e x p i r a t i o n  o f  t h e  s u b l e a s e ,  t h e  Lessor  and L e s r e t  s h a l l  e a  

appoint  an appra ioe r  who s h a l l  s o  de te rmine  t h e  r e n t a l  f o r  t h e  extended 

term; and if s a i d  two a p p r a i s e r s  a r e  unab le  t o  s o  a g r e e ,  w i t h i n  t h i r t y  ( 

days from t h e i r  d a t e  o f  appointment,  t h e n  t h e y  s h a l l  a p p o i n t  a t h i r d  

a p p r a i s e r  whone d e c i s i o n  s h a l l  be b ind in*  and f i n a l .  Lessee  m y  e x e r c i s  

i t s  op t ion  LO extend hereunder  by g i v i n g  Lessor  n o t i c e  i n  w r i r l n g  a t  any 

time p r i o r  t o  t h e  e x p i r 8 c i o n  o f  t h e  t e r m  granted h e r e i n  or any e x t e n s i o n  

hereof .  



- 

Attrekad Ii &&$b!: 'I!" 1: u u i c e ~ r r t  u u :  :::= :n, 

Unlcad of America t o  ebe Cove o f  t h e  T e r r i t o r y  of Guam 

which i r  by chi. r e f e r e n c e  made 8 p a r t  of t h i r  r u b l a a s e .  The c o n d i t i o n s  

8nd rosorva t lonr  s o n t a f n e d  t h e r e i n  i n s o f a r  88 r e l e v a n t  t o  h i  l e a s e  a r e  

an express c o n d i t i o n  o f  Lessor  ' c o b l i g a t i o n s  under  t h i r  s u b l e a s e .  

United S t a t e s  of  m e r i c a  e x e r c i s e s  any r i g h t s  a r i s i n g  o u t  of  the  c o n d i ~ i  

r e r e r v r t i o n s  o f  E x h i b i t  "8". and ruch  r i g h t s  c o n f l i c t  w i t h  t h e  p r o v i s i o n  

t h i s  sub lease ,  then  t o  t h e  extent of ruch c o n f l i c t  t h i s  s u b l e a s e  will be 

modified withou t  f u r t h e r  a c t i o n  by t h e  p a r t i e s .  At tached  8s Exhib i t  "C" 

i s  the  Lease of  August 29 ,  1969, between t h e  Government o f  Cuam and t h e  

Guam Economic Developwne A u t h o r i t y  which is by t h i s  r e f e r e n c e  made a pa 

of t h i s  l e a s e .  The c o n d i t i o n s  and r e s e r v a t i o n s  c o n t a i n e d  t h e r e i n  i n s o f a :  

a as re levant  t o  t h i s  s u b l e a s e  a r e  a l s o  an e x p r e s s  c o n d i t i o n  of L e s s o r ' s  

ob l iga t ions  under t h i s  sub lease .  I f  t h e  Government of  Cuam e x e r c i s e s  

any r i g h t s  a r i s i n g  o u t  of  t h e  c o n d i t i o n s  and r e s e r v a t i o n s  of  Exh ib i t  "C"! 

and such r i g h t s  c o n f l i c t  w i t h  t h e  p r o v i s i o n s  of t h i s  s u b l e a s e ,  then t o  t t  

fl 
ex ten t  of any such c o n f l i c t  t h i s  sub lease  w i l l  be modif ied  wi thout ' fur th t  

ac t ion  by t h e  p a r t i e s .  
. - 

11. Notwit:hstandtrtg-any of  t h e  covenants  and c o n d i t i o n s  , 

contained h e r e i n ,  i t  i s  e x p r e s s l y  agreed between t h e  ~ a r t i e s  h e r e t o  

t h a t  the  Leasee may, a t  i t s  o p t i o n ,  cance l  and t e r m i n a t e  t h i s  sub lease  

a t  any iime a f t e r  t h e  e x p i r a t i o n  of oce (1) y e a r  from d a t e  hereof by 

giving the  Lesuor w r i t t e n  n o t i c e  not  less than  t h i r t y  (30) days p r i o r  t o  

t h e  da te  of  such c a n c e l l a t i o n  o r  t e r m i n a t i o a , , a n d  upon payment b i  t h e  

Lessee to  t h e  Lessor  o f  one (1) y e a r ' s  r e n t a l  as l i q u i d a t e d  d a m g e s ,  and 

1 - r e s t o r a t i o n  o f  s u b l e a s e d  premises t o  i t s  c o n d i t i o n  then  e x i s t i n g  a s  of  tt 

d a t e  of execu t ion  h e r e o f ,  t h i s  s u b l e a s e  s h a l l  be deemed c a n c e l l e d  and 

terminated wi thou t  f u r t h e r  a c t i o n  by t h e  p a r t i e s .  

I 12. T h i s  Agreement s h a l l  i n u r e  t o  t h e  b e n e f i t  o f ,  and bind,  
. - >..%--., . . .  . 

t h e  ~ e i k r - ' & d  t h e  ~ e s s e e ,  t h e i r  r e s p e c t i v e  s u c c e s s o r s  and ass igns .  

P 



That c e r t a i n  por t ion  of Lot NO. 3,  des igna ted  as Lot 

- No. U, s i t u a t e d  i n  Cabras I s land  I n d u s t r i a l  Park and de l inea ted  

i n  red on t h e  a t tached ESCO I n t e r n a t i o n a l  Drawing No. 3048-3, 

apprwed by t he  Department o f  Land Hanagernenr on February lC, 1970, ac 

by raference made a p a r t  hereof; more p a r t & c u l a r l y  bounded and describ 

Comnencing a t  a pofnt marked "2" of b a s i c  Lot No. 3 
of  s a i d  drawing as the  t r u e  po in t  o f  beginning, proceed 
S 360 35' 17" E, 400 f e e t  t o  p o i n t  3; thence S 53' 24' 
43" U, 350 f e e t  t o  a po in t  on the  no r the rn  edge of t h e  
100' R/W; thence N 36' 35' 17" U, 400 f e e t  t o  . a  4" x 4" 
concrete  monument w i t h  washer stamped ' Z .S .  18"' and 
3 8 . 4 3  f e e t  from point  "1" of basic l o t  No, 3; thence 
N 53O 24 '  43" E, 350 f e e t  to t h e  t r u e  po in t  of beg~nning 
f o r  an a rea  of 3-2 acres. 



m E S S  a O i ,  the Lessor and the  Lessee, D me duiy 

(2 have caused be executed a t  Agam, ban, 

the day and date firat above vrittra. 

Attorney General 

APPROVED : 

CARLOS S. CAMACHO 
Covernor of Guam 

ATTEST : 

ESSO STAXDMD EASTERN, I N C .  

By: * r -  

V I 

KURT S. MOYLAN 
Lieutenant Governor of Gusnr 

TERRITORY OF CUAM, DEPARTMENT OF LAND MANACEIAEHT- 
OFFICE OF THE RECIlRDER 

Z 

Ih.STRUM.IEhT NUf.lCER 
99074 - 

2 1  
This instrumcnt was filed for record on - u a  

.. 4 ,- .. - 
..- _ - _ _ _  
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e m  O? -8 
) r r .  

(*l chi. - 28th day of DO-r , 1972 be fo re  me, A Notary 

Public in and tor the tarricory of Cum, par8onblly appaared 

+ • * m y  L. RIQRmD8 9 h o r n  t o  me t o  be the dr*.l-? 

authorized repre .entat iva of -80 8Z'AIMW RI'I1Mq ISC. Q 

t h a t  axecuted the vfthln instrument m d  ~eknowledged t o  me t h a t  such 

corporat ion e x a u t e d  the  same. 

WITNESS mry hand and t e a l  t h e  d a t e  above w r i t t e n .  

TERRITORY OF GUAM ) 

Notary Publ ic  

My Corrrmission Expires:  

DOLORES A. MVNA 
Notrrr Public 

In and for We lerrrlom of G u r o ~  
I d t  commrrrron u p u u :  Aug. X rsB 

- 
On t h i r  - OBth day of , 19P-, be fo re  me, a Not- 

~ Public in and f o r  the  t e r r i t o r y  of Guam, persona l ly  appeared 
Z 

JON 8. bm Qn- known t o  me t o  be the  du ly  authorized 

represen ta t ive  of t he  CUM ECONOHIC DEVELOPMENT AVTHORIIY t h a t  execute 

the within instrument and acknowledged t o  me t h a t  such corporat ion 

C executed the  rune. 

UI3NESS my hand m d  seal 
. ' ' ' " + ~ * * j + 4 $ ~ r . -  

-.-?- -.*.a%-- - .s, 4 - m-' - --- - .- 

L mad % 
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. wmmn FOR mNsmucTLVO m mmmucE OF 
PIPELINE AND PUMPHOUSE 

1. THIS INDENTURE, made and e n t e r e d  i n t o  t h i s  11th 

day of July , 1 9 8 6 ,  by and between GUAM ECONOMIC 

DEVELOPMENT AUTHORITY ( ' * G r a n t o r w ) ,  a  p u b l i c  c o r p o r a t i o n ,  

whose m a i l i n g  a d d r e s s  is  P.O. Box 3280, Agana, Guam 96910 

and ESSO EASTERN INC. ("Grantee") ,  a  Delaware C o r p o r a t i o n ,  

whose m a i l i n g  a d d r e s s  i s  1118 Cabras Highway, P i t i .  Guam 

965 3 ;  

. . . -_-. , 

2 .  WITNESSETH, t h a t  f o r  and i n  c o n s i d e r a t i o n  of a n n u a l  
1.. 

payments t o  be made by G r a n t e e  p u r s u a n t  t o  t h e  p r o v i s i o n s  of 

p a r a g r a p h  6 of t h i s  Easement ,  G r a n t o r  h a s  t h i s  day b a r a a i n e d  

and s o l d ,  and by t h e s e  p r e s e n t s  does  b a r g a i n ,  se l l ,  convey ,  

t r a n s f e r ,  and d e l i v e r  u n t o  G r a n t e e ,  a n  easement  and r i g h t  of 

way, i n c l u d i n g  t h e  r i g h t  t o  e n t e r  upon t h e  r e a l  e s t a t e  

h e r e i n a f t e r  d e s c r i b e d ,  a t  any t ime  t h a t  i t  may s e e  f i t ,  a n d  



( a )  c o n s t r u c t ,  ma in t a in ,  and r e p a i r  underground 

p i p e l i n e s  and/or  mains f o r  t h e  purpose of conveying seawa te r  

over ,  a c r o s s ,  through, and under the  l ands  h e r e i n a f t e r  

d e s c r i b e d ,  t o g e t h e r  wi th  t h e  r i g h t  t o  excava te  and r e f i l l  

d i t c h e s  and/or  t r enches  f o r  t h e  l o c a t i o n  of s a i d  p i p e l i n e s  
- 

and/or  mains ; 

(b)-. c o n s t r u c t ,  e r e c t ,  o p e r a t e ,  m a i n t a i n ,  r e p a i r ,  

a l t e r ,  i n s p e c t ,  and r e p l a c e  pumphouse s t r u c t u r e  f o r  a  

pumping p l a n t  o r  p l a n t s ,  c o n s i s t i n g  of pumps, motors ,  p i p e s ,  

va lves ,  g a t e s ,  and o t h e r  mechanical  p a r t s  and equipment - - 
appur t enan t  t o  s a i d  pumping p l a n t ,  

3. The easement and r i g h t  of way hereby g r a n t e d  c o v e r s  

a p a r c e l  of land loca t ed  a t  Cabras I s l a n d ,  a l l  as shown i n  

Drawing No. C - 3 ,  prepared by- t i l lham,  Koebig C Koebig, Inc . ,  

a t t a c h e d  h e r e t o  and made a  p a r t  of t h i s  g r a n t .  

4.  Together  with a l l  r i g h t s  of i n g r e s s  and e g r e s s  

neces sa ry  f o r  the  Eul l  and complete use, occupa t ion  and 

enjoyment of t h e  easement hereby g r a n t e d ,  and a11  r i g h t s  and 

p r i v i l e g e s  i n c i d e n t  t h e r e t o ,  i nc lud ing  t h e  r i g h t  from time 

t o  t i m e  t o  c u t ,  t r i m .  and remove t r e e s ,  b rush ,  overhanging 

branches ,  and o t h e r  o b s t r u c t i o n s  which may i n j u r e  o r  
- 

i n t e r f e r e  wi th  t h e  Gran tee ' s  u se ,  occupa t ion ,  o r  enjoyment 

of t h i s  easement and t h e  o p e r a t i o n ,  maintenance.  and r e p a i r  

of t h e  Gran tee ' s  seawater  i n t a k e  and pumphouse s t r u c t u p e s  

f o r  l t s  E i r e - f i g h t i n g  f a c l l i t l e s  a t   grantee.'^ Terminal  F i r e  

F i g h t l n g  System. 



5. To have and t o  hold s a i d  easement and r i g h t  .of way 

I unto Grantee,  and unto i t s  successors  and a s s i g n s  f o r  the  

I remainder of t h e  term s p e c i f i e d  i n  those  Sublease Agreements 

between t h e  sane p a r t i e s  he re to ,  one dated October 1, 1969, 

I f o r  a  f i v e - a c r e  pa rce l ,  Instrument No. 91868, a n d - t h e  o t h e r  

dated January 18 ,  1971,  f o r  a  3.2 - a c r e  parcel, Instrument . 
1 No. 199074, d i t h  the  ex tens ion  o r  ex tens ions  conta ined  

I t h e r e i n .  

6. Grantee s h a l l  pay t o  Grantor the  sum 

of Three Hundred Fifteen Dollars ($ 315.00 ------------ ) 

lawful money of the  United S t a t e s ,  Per Year, payable  i n  

advance annua l ly ,  commencing March 1, 1986 . The. amount 

of t h i s  annual payment s h a l l  remain unchanged u n t i l  

September 30, 1989, a f t e r  which the  amount of t h e  payment 

s h a l l  be e s t a b l i s h e d  a t  mutually agreeable  l e v e l s  f o r  each  
. ..--_ 

success ive  t e n  (10) term. In the  event  the  p a r t i e s  a r e  

unable t o  agree on the annual payment f o r  any extended t e n  

(10)  y e a r  term within t h i r t y  (30)  days from and, a f t e r  the 

e x p i r a t i o n  of the  ?revious  term of t h e  Easement, t h e  Grantor  

and Grantee s h l l  each appoint  an a p p r a i s e r  who s h a l l  s.o 

determine the annua l  payment f o r  t h e  extended term; and if 

sa id  two a p p r a i s e r s  a re  unable to so agree ,  r r i thin t h i r t y  
- 

(30)  days from t h e i r  d a t e  of appointment,  then  they s h a l l  

appoint a  t h i r d  appra i se r  whose decision s h a l l  be binding 

and f i n a l .  



IN WITNESS WHEREOF, the Grantor has caused these  

present t o  be executed the day and year f i r s t  above wri t ten .  

GUAM ECONOMIC DEVELOPMENT 
AUTHOR I TY 

By: 

Chairman, Board of 
Directors  

By: 

APPROVED AS TO FORM: ESSO EASTERN, INC. 

- By: - 
Attorney General Y . --.-I V .  Lil 

General M 



T e r r i t o r y  of Guam ) 
) ss: 

City of Agana 1 

Before me, a  Notary P u b l i c  i n  and f o r  t h e  T e r r i t o r y  of 
Guam, p e r s o n a l l y  appeared ANTONIO L.G. GOGUE, known t o  me t o  
be t h e  Chairman, Board of Di rec to r s  of Guam Economic 
Development Author i ty ,  the  s a i d  co rpora t ion  and the  person 
who executed the  within instrument  on behalf  of t h e  
c o r p o r a t i o n  t h e r e i n  named and acknouledged t o  me - t h a t  such 
corpora t ion  executed the same. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
a f f i x e d  my o f f i c i a l  s e a l  t h e  day and y e a r  f i r s t  above , 

wri t t en .  
A 

NOTARY mBuc 
h . n d t a t h . T ~ o l C o r a ,  *- -:Yueb2T,19m 

T e r r i t o r y  of Guam 1 
1 ss:  

City of Agana 1 

Before me, a  Notary Publ ic  i n  and f o r  t h e  T e r r i t o r y  of 
Guam, p e r s o n a l l y  appeared DAVID D.L. FLORES. known t o  me t o  
be the  Adminis t ra tor  of Guam Economic Development Author i ty ,  
the s a i d  c o r p o r a t i o n -  and t h e  person who executed t h e  w i t h i n  
i n s t a n e n t  on behalf of t h e  co-@-oration t h e r e i n  named and 
acknowledged t o  me t h a t  such corpora t ion  executed t h e  sane. 

I IN WITNESS WHEREOF, I have hereunto s e t  my hand and 
a f f i x e d  my o f f i c i a l  s e a l  t h e  day and yea r  f i r s t  above 

I 
written, 

n 



' . 

~ e r r i t o r y  of Guam 1 
) ss: 

c ~ t y  of Agana 1 

Before me, a Notary Pub l i c  i n  and f o r  t h e  T e r r i t o r y  of 
Guam, pe r sona l ly  appeared JACK J. MILLER, known t o  me t o  be t h e  
General Manager of Esso Eas tern ,  ~ n c . ,  the s a i d  Corporation and 
the person who executed t h e  wi th in  ins t rument  on behalf  of 
corporat ion t h e r e i n  named and acknowledged t o  me t h a t  ouch 
corporat ion executed t h e  same. 

I N  WITNESS WHEREOF? I have hereunto  s e t  my hand and 
afflxed my o f f i c i a l  s e a l  t h e  day and year  f i r s t  above w r i t t e n .  

HELEN M. PEREZ . 
NOTARY PUBLIC 
In and for the Territory of Guam 
My-Gomnission Expires: ?lay 27, 1986 

- 


