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Dear Speaker Unpingco:

Enclosed please find Substitute Bill No. 480 (COR), "AN ACT TO AMEND
§§70105, 70107, 70108 AND 70109 OF CHAPTER 70, AND §58128.4 OF
CHAPTER 58, AND TO ADD §58128.6 TO SAID CHAPTER 58, ALL TO
DIVISION 2 OF TITLE 12 OF THE GUAM CODE ANNOTATED, RELATIVE TO
CLARIFYING THE PROVISIONS ON TAX BENEFITS FOR HOTELS, TOURIST
FACILITIES AND AFFORDABLE HOUSING DEVELOPERS, AND THE
PROVISIONS ON WITHHOLDING TAXES, AND TO AUTHORIZE TAX BENEFITS
FOR CERTAIN GUAM TRUSTS", which I have signed into law today as
Public Law No. 24-266.

This legislation amends current laws and adds new code sections which are
designed to boost the economic goals of Vision 2001 for our island. This
legislation is a three-phased approach, encouraging investments in
affordable housing projects, the location of captive insurance companies on
Guam, and the location of probate and inter-vivos trusts on Guam.

This legislation amends Public Law No, 23-135, which institutes a program
for further investment in our island's economy by encouraging private
investment in projects that further the visitor industry. The amendments
also encourage private investment in local affordable housing projects, as
well.
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Additional incentives are offered to captive insurance companies to locate
on Guam and amendments are added protecting the local insurance
business by requiring policies insuring Guam risks and policy holders to be
issued through a licensed Guam insurance broker.

Third, this legislation encourages the formation of Guam-based trusts,
encouraging the finance and investment sector of the Guam economy, and
making Guam a center for financial investment.

Finally, the rules and regulations needed to implement the investment in
hotels, visitor industry facilities, and now, affordable housing, are adopted.

Very truly yours,

Carl T. C. Gutierrez
I Maga'lahen Gudhan
Governor of Guam P
(PR 'E} 8 2
Attachment: copy attached for signed bill
original attached for vetoed bill

cc: The Honorable Joanne M. S. Brown
Legislative Secretary
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CERTIFICATION QOF PASSAGE OF AN ACT TO I MAGA'LAHEN GUAHAN

This is to certify that Substitute Bill No. 480 (COR), “AN ACT TO AMEND §§70105, 70107,
70108 AND 70109 OF CHAPTER 70, AND §58128.4 OF CHAPTER 58, AND TO ADD §58128.6
TO SAID CHAPTER 58, ALL TO DIVISION 2 OF TITLE 12 OF THE GUAM CODE
ANNOTATED, RELATIVE TO CLARIFYING THE PROVISIONS ON TAX BENEFITS FOR
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CERTAIN GUAM TRUSTS,” was on the 3 day of Au 998, duly and regularly passed.
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Speaker
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AN ACT TO AMEND §§70105, 70107, 70108 AND 70109
OF CHAPTER 70, AND §58128.4 OF CHAPTER 58,
AND TO ADD §58128.6 TO SAID CHAPTER 58, ALL
TO DIVISION 2 OF TITLE 12 OF THE GUAM CODE
ANNOTATED, RELATIVE TO CLARIFYING THE
PROVISIONS ON TAX BENEFITS FOR HOTELS,

TOURIST FACILITIES

AND AFFORDABLE

HOUSING DEVELOPERS, AND THE PROVISIONS
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ON WITHHOLDING TAXES, AND TO AUTHORIZE
TAX BENEFITS FOR CERTAIN GUAM TRUSTS.

BE IT ENACTED BY THE PEOPLE OF GUAM:
Section 1. Section 70105 of Chapter 70, Division 2 of Title 12 of the Guam

Code Annotated is hereby amended to read as follows:

“Section 70105. Business Privilege and Use Tax Exemptions.
(@) Business Privilege Tax. The proceeds from any contract for
building materials or supplies, or for labor or supervision used in the
construction of any new hotel or tourist facility in Guam, or for the
expansion of any existing hotel, or for the development of affordable
housing, shall be exempt from the tax imposed under Article 2 of the
Business Privilege Tax Law; provided, that: (a) the person providing the
materials, supplies, labor or supervision has received a certificate of
exemption from the Corporation; and (b) the person claims the exemption
within the following period: within one (1) year of the date that such
materials, supplies, labor or supervision are furnished. The Corporation
shall adopt reasonable rules and regulations in accordance with the
Administrative Adjudication Law for the granting of certificates of
exemption in order to ensure that certificates are issued only with respect
to materials, supplies, labor or supervision furnished subsequent to the
effective date of this Article and for the construction or expansion of a
qualifying hotel or tourist facility, or development of affordable housing as
defined by the Authority. In addition, the Corporation shall require that
the Beneficiary of a certificate of exemption comply with the same

requirements of a Beneficiary of a Qualifying Certificate (“QC’) as set out
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in Title 12 Guam Code Annotated §§58116 through 58119.

(b) UseTax. The owner of a hotel or tourist facility constructed
under a contract, the proceeds from which have been exempted under this
Section from the tax imposed under Article 2 of the Business Privilege Tax
law, shall be exempted from the Guam Use Tax Law, with respect to the
property used to construct, furnish and equip the hotel or tourist facility,
for a similar period.

(c) Offset of Taxes if Paid. In the event the contractor,
supplier or owner, otherwise eligible for the tax exemptions authorized by
this Section, has paid the taxes because the Corporation’s rules and
regulations had not been adopted and promulgated at the times the taxes
were required to be paid, such contractor, or supplier or owner shall be
entitled to an offset of such taxes against future taxes, without interest, on
presentation to the Director of Revenue and Taxation of a certificate of
exemption issued by the Corporation to such contractor, supplier or
owner.”

Section 2. Section 70107 of Chapter 70, Division 2 of Title 12 of the Guam

Code Annotated is hereby amended to read as follows:

“Section 70107. (a) Tax Rebates on Certain Rental Income. A
qualifying certificate granting a rebate of up to fifty percent (50%) of all
income tax paid to the government of Guam by a Beneficiary on income
derived from the lease of land, buildings, machinery or equipment to a
Beneficiary of a qualifying certificate issued for affordable housing or for
a hotel or tourist facility covered by the provisions of this Chapter may be

issued for a period not to exceed five (5) consecutive years from the
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effective date of a qualifying certificate therefor, and a rebate of up to
twenty-five percent (25%) of such income tax for a period not to exceed the
next five (5) consecutive years; provided, that an application for such rebate
is made within the effective period(s) of this Article, as set out in §70108,
infra.”

(b) Income Tax Rebate on Sales to Developers. A rebate of up
to fifty percent (50%) on all taxes paid to the government of Guam by a
Beneficiary on income derived from the sale of land or other real property
to a developer of a hotel, of a tourist facility, or of affordable housing
covered by the provisions of this Chapter may be issued; provided, that an
application of such rebate is made within the effective period(s) of this
Chapter, as set out in §70108, infra.”
Section 3. Section 70108 of Chapter 70, Division 2 of Title 12 of the Guam

Code Annotated is hereby amended to read:

“Section 70108. ‘Sunset’ Provision.  This Article shall take effect
on its approval by I Maga’lahen Guahan and shall remain in effect until
January 1, 2002, at the expiration of which period this Article shall
aufomatically be deemed repealed; provided, however, that the Board, at its
discretion, may extend the effectiveness of this Article to January 1, 2004 by
adopting a resolution to such effect prior to January 1, 2002 and provided,
further, that any qualifying certificate issued for a period expiring after
January 1, 2002, or after January 1, 2004, if the effective period has been
extended, shall remain in full force and effect until its particular term
expires or it is canceled on other grounds.

The tax rebate on sales to developers authorized by §70107 of this
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Article is available to the Beneficiary for any tax year, any part of which
falls before January 1, 2003, or before January 1, 2005, if the Article’s
effective period has been extended.”

Section 4. Section 70109 of Chapter 70, Division 2 of Title 12 of the Guam

Code Annotated is hereby amended to read:

“Section 70109. (a) Increase in Benefits to Developers Who
Make Funds Available for Affordable Housing.  Inorder to initiate the
immediate construction of affordable housing on Guam, the Board is
authorized to recommend to I Maga’'lahen Guahan and I Maga'lahen Guahan
is authorized to issue to each of those developers of hotels or tourist
facilities which qualify a qualifying certificate with a rebate of up to one
hundred percent (100%) of all income tax paid to the government of Guam
by the Beneficiary on income received from the activities of the hotel or
tourist facility identified in the qualifying certificate, which rebate may be
authorized for a period not to exceed twenty (20) consecutive years from
the effective date of the qualifying certificate.

(b) Cash Loans by Applicants for Enlarged Benefits. Inorderto
qualify for the increased percentage of rebate of income tax as authorized
by this §70109, an applicant therefor must agree to loan to the affordable
housing fund (“Housing Fund”) to be established by the Corporation the
sum of Five Million Dollars ($5,000,000) for a period of up to five (5) years.
The applicant shall make such loan to the Housing Fund
contemporaneously with the issuance of the qualifying certificate by I
Maga’lahen Guahan. Such loan shall be repaid to the applicant without

interest, as provided in subparagraph (c), infra. Until such loan is repaid
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to the Beneficiary, any interest accrued thereon while the loan is in the
Housing Fund is the property of the Housing Fund.

() Housing Fund. The Corporation shall establish on its books,
separate and apart from its other funds, the Housing Fund described in
Subparagraph (b), supra. Utilizing only the interest on the loans in the
Housing Fund, the Corporation, working in cooperation with the Guam
Housing Corporation (‘GHC’), shall design and develop the necessary
supporting infrastructure for affordable housing projects, such as, but not
limited to, roads, waterlines, sewer lines, power and telephone lines and
other utilities. Each loan in the Housing Fund shall be repaid in full
without interest to the Beneficiary no later than five (5) years from the date
the loan was deposited in the Housing Fund.

(d) Applicability of Other Provisions of the QC Law. The
provisions of Chapter 58 of Title 12 of the Guam Code Annotated,
respecting qualifying certificates, shall apply to the qualifying certificates
issued under this §70109, except with respect to the maximum percentage
of rebate of income tax permitted. A Beneficiary may be a Subchapter “S”
Corporation, a trust, partnership or limited liability company, and it must
otherwise comply with the requirements of that Article with respect to the
filing of applications and the publication of notice. A hotel or tourist
facility developer which would qualify for assistance under the other
provisions of Chapter 70 of this Title can, with respect to a rebate of its
income tax, either agree to loan Five Million Dollars ($5,000,000) and obtain
a maximum of one hundred percent (100%) rebate for a maximum of

twenty (20) years, or not make any such loan, and receive a maximum
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rebate of seventy-five percent (75%) for a maximum period of twenty (20}
years.

(e) Affordable Housing Program.  The Corporation shall, to the
extent feasible, achieve economies of scale in its development of
infrastructure for affordable housing, by utilizing as few contractors,
architects and engineers as possible, and by utilizing modern construction
techniques so as both to speed the construction of such infrastructure and

lower its-cost.”

Section 5. Section 58128.4 of Chapter 58, Division 2 of Title 12 of the

Guam Code Annotated is hereby amended to read as follows:

“Section 58128.4. (a) One Hundred Percent Rebate on
Certain Insurance Income. A rebate of one hundred percent (100%) of all
income tax paid to the government of Guam by a Beneficiary on all income
received from insurance underwriting either inside or outside of Guam,
including all income derived from investing funds derived from operating
an insurance underwriting business on Guam, may be issued for a period
not to exceed twenty (20) consecutive years from the effective date of a
Qualifying Certificate therefor; provided, that as to Guam risks and policy
holders the Beneficiary does not issue a policy directly to the policy holder
but only issues the same through a licensed Guam insurance broker. Such
insurance Qualifying Certificates may be renewed for additional periods
of twenty (20) years at the conclusion of the first or later periods so long as
the Beneficiary remains in good standing under the laws of Guam and
under the rules and regulations of the Authority.

(b) Rebates on Dividends to Shareholders of Qualified Insurance
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Underwriters. A rebate of one hundred percent (100%) of the income tax
withheld from the shareholders of an insurance underwriting business on
the dividends from such business may be issued for a period not to exceed
twenty (20) consecutive years from the effective date of the Qualifying
Certificate therefor; provided, that: (i) the insurance underwriting business
paying the dividends is the Beneficiary of a Qualifying Certificate; (ii) the
dividends are paid from the insurance or investment earnings of such
business as identified in its Qualifying Certificate, which dividends were
received, on a cash basis, during the original or an extended period of the
Qualifying Certificate; and (iii) the dividends were subject to a withholding
tax thereon pursuant to those provisions of the Territorial Income Tax Law
requiring the withholding as income tax thereon of a fixed percentage of
any dividends paid to non-residents of Guam. If the shareholder is a
resident of Guam then such shareholder may be granted a Qualifying
Certificate on dividends pursuant to §58130 of this Chapter. Such
Qualifying Certificates for non-resident insurance shareholders may be
renewed for additional periods of twenty (20) years at the conclusion of the
first or later periods so long as the Beneficiary remains a shareholder of an
insurance underwriting business that is the holder of its own Qualifying
Certificate and is in good standing under the laws of Guam and under the
rules and regulations of the Authority.”

Section 6. Section 58128.6 is hereby added to Chapter 58, Division 2 of Title

12 of the Guam Code Annotated to read as follows:

“Section 58128.6. (a) One Hundred Percent Rebate on

Certain Trust Income. A rebate of one hundred percent (100%) of all

-
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income tax paid to the government of Guam by a Guam-based trust on all
its earnings from either inside or outside of Guam, including all income
derived from investing funds in Guam or elsewhere, may be issued for a
period not to exceed twenty (20) consecutive years from the effective date
of a Qualifying Certificate therefor. For purposes of this §58128.6, a ‘Guam-
based trust’ means: (i) an arrangement created by will or by an inter vivos
declaration whereby a trustee or trustees take title to property to protect or
conserve the same for a beneficiary or beneficiaries of the trust under
probate and chancery court rules; (ii) Guam is the principal place of
administration of the trust; and (iii) none of the beneficiaries of the trust are
residents of Guam. Such Qualifying Certificates for Guam-based trusts
may be renewed for additional periods of twenty (20) years at the
conclusion of the first or later periods so long as the trust remains in good
standing under the laws of Guam and under the rules and regulations of
the Authority.

(b) Rebates on Payments to Non-resident Beneficiaries of Guam-
Based Trusts. A rebate of one hundred percent (100%) of the income tax
withheld from the non-resident beneficiaries of a Guam-based trust on the
payments or distributions made to such beneficiaries from such a Guam-
based trust may be issued for a period not to exceed twenty (20)
consecutive years from the effective date of the Qualifying Certificate
therefor; provided, that: (i) the Guam-based trust making the payments or
distributions is the holder of a Qualifying Certificate; (ii) the payments or
distributions are made from the property of such Guam-based trust, which

payments or distributions were received, on a cash basis, during the
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original or an extended period of the Qualifying Certificate; and (iii) the
payments or distributions were subject to a withholding tax thereon
pursuant to those provisions of the Territorial Income Tax Law requiring
the withholding as income tax thereon of a fixed percentage of any fixed or
determinable annual or periodical gains, profits or income received by non-
residents of Guam. Such Qualifying Certificates for non-resident
beneficiaries of Guam-based trusts may be renewed for additional periods
of twenty (20) years at the conclusion of the first or later periods so long as
the holder of the Qualifying Certificate remains a beneficiary of a Guam-
based trust that is the holder of its own Qualifying Certificate and is in
good standing under the laws of Guam and under the rules and regulations
of the Authority.”

Section 7. Approval of Rules. [ Likeslaturan Guahan finds that because
the rules and regulations (“Rules”) of the Guam Economic Development
Authority (“GEDA”) necessary to implement the provisions of Public Law
Number 23-135 which enacted the foregoing provisions have not yet been filed
with I Liheslaturan Guahan, and thus have not gone into effect, thereby depriving
developers, owners, suppliers and contractors of the benefits of the public law,
it is necessary to speed up the process to put such Rules into effect. The Rules
have been the subject of a public hearing, pursuant to the Administrative
Adjudication Law, and have been approved by the board of directors of GEDA
and by I Maga’lahen Guahan. I Liheslaturan Guahan has reviewed the Rules and
finds them appropriate and necessary. Accordingly, the Rules, a copy of which
is attached to this Act, are hereby approved and shall go into effect on the
approval of this Act. Exhibit A.

10
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EXHIBIT A
RULES AND REGULATIONS OF
THE GUAM ECONOMIC DEVELOPMENT AUTHORITY
ON THE ISSUANCE OF QUALIFYING CERTIFICATES.

PART 3. |
GENERAL RULES FOR QUALIFYING CERTIFICATES
FOR HOTELS, TOURIST FACILITIES AND AFFORDABLE HOUSING.
(P.L. No. 23-135, as amended)

CHAPTER 1.
SPECIAL TAX REBATES, ABATEMENTS AND EXEMPTIONS FOR
HOTELS, TOURIST FACILITIES AND AFFORDABLE HOUSING
DEVELOPMENTS.

Introduction.

§1.01. The rules and regulations (“Rules”) set out in this Part
describe the general procedures for obtaining a recommendation from GEDA
for the issuance of a Qualifying Certificate (“QC”) or a Certificate of
Exemption to applicants therefor pursuant to the provisions of Chapter 70 and
§§58104, 58105.4, 58143, 58127.6 and 58128.5 of Chapter 58, all of Division 2 of
Title 12 of the Guam Code Annotated (“Hotel and Affordable Housing
Development Law”). These Rules are adopted pursuant to the provisions of
§§58108 and 58146 of Chapter 58, Division 2 of Title 12 of the Guam Code
Annotated (“QC Law”), and of §70105 of the Hotel and Affordable Housing

GEDA Form QC-10 {1998) 1
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Development Law and in the manner prescribed by the Administrative
Adjudication Law.
Purpose.

§1.02. The purpose of this Part of these Rules is to provide the
general procedures and forms governing the application and issuance of a QC
and of a Certificate to applicants therefor, and the compliance by QC and
Certificate recipients with the terms of their QCs or Certificates, respectively,

pursuant to the QC Law or the Hotel and Affordable Housing Development

Law, or both.
Definitions.
§1.03. In these Rules, the following terms shall have the following
meanings:

(a) Affordable Housing Unit; Affordable Housing
Subdivision or Tract. An “affordable housing unit” means a single-
family residential dwelling unit built in accordance with the Uniform
Building Code and in consonance with the Guam Zoning and
Subdivision Laws, whose selling price to a qualified buyer, including
the price of the land thereunder, is no more than three times (3x) the
income limit established by the U.S. Department of Housing and Urban
Development (“HUD”) under its requirements for Median Family
Income families of seven (7) persons in effect at the date the unit goes on
sale. For example, under the limits in effect from December 27, 1996,
such a median income family of seven (7) persons should not have in
excess of Fifty-four Thousand Six Hundred Fifty Dollars ($54,650.00) in

annual income and therefore the maximum selling price for an

GEDA Form QC-10 (1998) 2
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affordable housing unit, including the land thereunder, under such
current limit is One Hundred Sixty-three Thousand Nine Hundred Fifty
Dollars {$163,950.00). An affordable housing unit includes a
condominium unit in a horizontal property regime for which a Final
Public Report has been issued. Affordable housing can be constructed
on land held in either fee simple or in leasehold, but if leasehold, the
terms of the lease must be acceptable to GEDA. “Affordable housing
subdivision or tract” means a subdivision or tract so designed that: (i)
when the housing units are constructed thereon at least fifty-one percent
(51%) of such units are “affordable” as defined in this Rule, and (ii) it
meets all statutory and regulatory subdivision requirements on zoning,
yard set back requirements, infrastructure, common areas and
beautification as mandated by the Guam Zoning and Subdivision Laws.
To establish that an affordable housing subdivision or tract meets such
requirements the applicant for a QC therefor pursuant to §§2.01 and
2.04, infra, of these Rules shall include with the QC application a
certified copy of the Notice of Action filed by the Guam Land Use
Commission (“GLUC”) in connection with the approval, conditional or
otherwise, by GLUC of the proposed subdivision or tract, and, as well,
certified copies of any conditions or limitations imposed by any other
government agency on such subdivision or tract. Such affordable
housing subdivision or tract must also meet all environmental
protection guidelines used by the Guam or Federal Environmental
Protection Agencies, or equivalent regulatory authority, for water

quality, erosion control, wetlands protection, and health and sanitation.

GEDA Form QC-10 (1998) 3
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If new and stricter environmental, zoning and subdivision laws,
regulations or guidelines are adopted subsequent to the approval of
these Rules, the QC applicant must conform its plans and specifications
for an affordable housing subdivision or tract to such new laws,

regulations and guidelines and submit proof of such conformity with

the QC application.
(b) Beneficiary. A “Beneficiary” is the recipient of a QC.
(c¢) Board. “Board” means the board of directors of GEDA.
(d) Certificate. A “Certificate” is a certificate of exemption

from the tax imposed under Article 2, formerly Subchapter B, of the
Business Privilege Tax Law issued by GEDA to persons providing
materials, supplies, labor or supervision used in the construction of
Qualified Project, for which construction a QC is issued, pursuant to
§70105 of the Hotel and Affordable Housing Development Law.

(e} Contractor or Subcontractor. A “contractor” or
“subcontractor” is an entity licensed as such which contracts or
subcontracts for the construction of a Qualified Project or for atfordable
housing.

(f)  Developer. A “developer” means the fee simple or
leasehold owner of land who intends to use the same or a portion
‘thereof for a Qualified Project or for affordable housing; or a company
or individual who provides a Qualified Project or Affordable Housing.

(g) Director. “Director” means the Director of Revenue and
Taxation as described in §1102 of Chapter 1, Division 1 of Title 11 of the
‘Guam Code Annotated.

GEDA Form QC-10 (1998) 4
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(h) Eligible Beneficiary; Person. An “Eligible Beneficiary”
or a person eligible for a Certificate includes a Beneficiary or such
person that may be a corporation, a Subchapter “S” Corporation as
defined in §58131 of the QC Law, a “possessions” corporation as defined
in §58106 of the QC Law, a partnership, a limited liability company as
defined in the Guam Limited Liability Company Act, or a trust. An
eligible Beneficiary under §§58127.6 or 58128.5 of the Hotel and
Affordable Housing Development Law may be a developer, a
contractor, or a subcontractor or a combination thereof. An eligible
Beneficiary under §70107 of the Housing and Affordable Housing
Development Law includes a lessor of lands, buildings or machinery to
a Beneficiary of a QC and a seller of land or other real property to a
developer of a hotel, tourist development or affordable housing.

(i) GEDA. “GEDA” means the Guam  Economic
Development Authority, created in Division 2 of Title 12 of the Guam
Code Annotated.

(j) GHC. “GHC” means the Guam Housing Corporation,
created in Chapter 4 of Title 12 of the Guam Code Annotated.

(k) Hotel; Guest Room. “Hofel” means a building or
buildings containing not less than two hundred (200) guest rooms open
to the public as a place where transient persons can be accommodated
for compensation. “Guest room” means a separate room containing at
least one (1) bed to accommodate at least one (1) person within a hotel;
e.g. a “twin” or “double” room with one (1) or two (2) beds within any

one (1) room is one (1) guest room, while a suite with two (2) or three (3)

GEDA Form QC-10 (1998) 5
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or more separate bedrooms is two (2) or three (3) or more guest rooms,
as the case may be; provided, that the suite is at least six hundred (600)
square feet in area.

() Lease of Land, Buildings, Machinery or Equipment.

The “lease of land, buildings, machinery or equipment,” for purpose of the
tax rebate authorized in §70107(a) of the Hotel and Affordable Housing
Development Law means the leasing to a Beneficiary of the land,
buildings or equipment needed to operate the Beneficiary’s hotel or
tourist facility, and only one (1) such lease shall be recognized for each
hotel or tourist facility.

(m) Materials. "Materials" for purpose of the tax exemptions
authorized in §70105 of the Hotel and Affordable Housing Development
Law mean things which become a physical part of the Qualified Project.

(n) QC. A “QC” is a qualifying certificate issued by the I
Maga’lahen Guahan on the recommendation of GEDA which grants to the
Beneficiary of such QC an abatement, or rebate, or both, or an
exemption from payment, of a portion or all of certain Guam taxes for
stated periods of time. A QC issued under this Part is a QC with one (1)
or more of the benefits authorized by the Hotel and Affordable Housing
Development Law.

(0) Qualified Project. A “Qualified Project” is a project by a
QC Beneficiary involving the construction and operation of a new hotel
or tourist facility, or the expansion of an existing hotel.

(p) Supplies. "Supplies" for purpose of the tax exemptions
authorized in §70105 of the Hotel and Affordable Housing Development

GEDA Form QC-10 (1998) 6
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Law mean things other than labor or supervision which are consumed
in, but do become a physical part of the Qualified Project or Affordable
Housing. |

(qQ) Tourist Facility. A “tourist facility” means an
improvement to land whose construction cost, not including the cost of
the land, is not less than Five Million Dollars ($5,000,000). Such facility
must offer to the public entertainment, amusement or other activities, all
of which activities the Board must find beneficial to the development of
the tourist industry.

()  Architects, Engineers and Firms. “Architects, Engineers and

Firms” means a registered Architect or Engineer, or an Architectural or

Engineering Firm licensed to do business on Guam, who designs single-

family dwellings for a Qualified Project or Affordable Housing.

Relationship Between QC and Certificate.

§1.04. As provided in 82.05, infra, a contractor, supervisor or
material supplier applies in his or its own name for a Certificate, which
Certificate shall be issued an eligible applicant only when such applicant shall
pass on to the QC Beneficiary the savings derived from the tax exemption
authorized by the Certificate. The intent and purpose of the Hotel and
Affordable Housing Development Law are, among other things, to encourage
the construction and operation of more hotels and tourist facilities on Guam,
and therefore GEDA deems it both important and in the spirit of the law to
insist that the benefits of the Certificate be passed on to the QC Beneficiary so
as to lower such Beneficiary’s cost of constructing its project. Accordingly,

each recipient of a Certificate shall obtain from his or its outside accountant,

GEDA Form QC-10 (1998) 7
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or from an outside accountant retained for such purpose, such accountant’s
unqualified opinion that such tax savings as were obtained from the
Certificate have been directly passed on to the QC Beneficiary without
diminution, such opinion to be submitted no later than ninety (90) days after
the end of the recipient’s fiscal year.
CHAPTER 2.
APPLICATION FOR BENEFITS UNDER THE HOTEL
AND AFFORDABLE HOUSING DEVELOPMENT LAW.
Application for a QC.

§2.01. To apply for a QC under the Hotel and Affordable Housing
Development Law, an eligible Beneficiary shall file with GEDA the same
documents and the same filing fee as in applying for a QC without the
benefits of such law, as set out in the QC Law and in Part 1 of GEDA’s QC
rules and regulations. These include, but are not limited to, a completed and
verified application on GEDA Form QC-1, if by any applicant except a
shareholder, lessor or landowner, on GEDA Form QC-1S if by a shareholder,
and on GEDA Form QC-1L is by a lessor or landowner, a completed and
verified affidavit of compliance on GEDA Form QC-2, and an executed
authorization on GEDA Form QC-3 permitting GEDA to release to the public
non-proprietary information about the application. On such QC-1 forms the
applicant shall state the taxes for which rebates or abatements are sought, i.e.
for rebate of income taxes under §§70109 or 58128.5; for abatement of gross
receipt and use taxes under §70105; for rebate of income taxes on rental
income under §70107(a); or for rebate of capital gain taxes under §70107(b).

Additional Information or Hotel or Tourist Facility Developer.

GEDA Form QC-10 (1998) 8
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§2.02. In addition to the material required under §2.01, supra, an
applicant for a QC for the operation of a hotel or tourist facility must advise
GEDA on GEDA Form QC-8 whether such applicant intends to loan Five
Million Dollars ($5,000,000) to GEDA’s Housing Fund, pursuant to the Hotel
and Affordable Housing Development Law, and if such loan is to be made,
how the loan funds are to be transferred to the Housing Fund.. The funds
must be in U.S. currency and the loan thereof must be unrestricted and
unconditional, subject only to the repayment within five (5) years as described
in §70109 of the Hotel and Affordable Housing Development Law and in
§2.06, infra.

Publication and Hearing of the Application fora QC
Under the Hotel and Atfordable Housing Development Law.,

§2.03. Under the direction of GEDA, an applicant for a QC under
the Hotel and Affordable Housing Development Law shall publish in a daily
newspaper of general circulation on Guam no later than seven (7) days after
filing its application, a résumé of its application on GEDA Form QC-4, the
same form as is used on other QC applications, and following publication
thereof, GEDA shall, within a reasonable period of time, conduct a public
hearing on the application in the manner prescribed by the Administrative
Adjudication Law. The hearing officer, unless the chairman of the Board
directs otherwise, shall be GEDA’s administrator, who shall prepare for the
Board a written report of such hearing, which hearing shall be held in the
hearing room of GEDA. GEDA, at the applicant’s expense shall publish notice
of such hearing in a daily newspaper of general circulation on Guam on

GEDA Form QC-5 at least five (5), but not more than ten (10), days before

GEDA Form QC-10 (1998) 9
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such hearing. The number of days is calculated as follows: the day of the
hearing is excluded and the preceding days are counted if they are complete
twenty-four (24) hour days. As an example, if a hearing was scheduled for the
tenth (10th) of the month and the notice was published on the fifth (5th), the
notice was invalid as being less than five (5) full days. At the hearing, the
applicant shall state whether it intends to loan Five Million Dollars
($5,000,000) to GEDA's Housing Fund.
Additional Information on an Affordable Housing Developer.

§2.04. In addition to the material required under §2.01, supra, an
applicant for a QC for the development of affordable housing must advise
GEDA on GEDA Form QC-9, the selling price of its proposed affordable
housing units; the maximum price under §1.03(a), supra, as authorized by
HUD's current income limits as of the date of the QC application; the number
of units to be constructed, which may not be less than twenty-five (25);
building permit and construction drawings of the units as approved by the
Department of Public Works, and if no approved drawings are available,
conceptual plans setting out the subdivision or tract number, size of the units
and the number of bedrooms per unit; the site(s) of the units and the legal
description(s) of such site(s); if the applicant is not the contractor; the names of
the contractor and subcontractors for the project; and the period of time it will
take to construct the units covered by the application.

Application for a Certificate.

§2.05. A supplier of building materials or supplies, or a supplier

for labor or supervision used in the construction of a Qualified Project may

apply“for a Certificate by filing a verified application on GEDA Form QC-10,

GEDA Form QC-10 (1998) 10
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which includes a certified estimate for the materials or services to be provided
under the applicant’s contract for the Qualified Project. Such application may
be acted on by the Board without either a public hearing or the filing of a
notice of application. Because the granting of such a Certificate is dependent
upon a QC being issued to the developer of a hotel or tourist facility, the
Board as a general rule shall schedule a hearing on the application for a
Certificate at the same time it acts upon the application for the QC for such
hotel or tourist facility. The fee to file such an application for a Certificate
shall be One Hundred Fifty Dollars ($150.00).
Repayment of the Beneficiary’s Loan to Housing Fund.

§2.06. Under the provisions of §70109 of the Hotel and Affordable
Housing Development Law, GEDA shall repay to the QC Beneficiary
thereunder which shall have made a Five Million Dollar ($5,000,000) loan to
GEDA'’s Housing Fund, the full amount of such loan without interest thereon,

within five (5) years after such loan shall have been deposited in the Housing
Fund.

GEDA Form QC-10 (1998) 11
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24
25
26

APPLICATION FORMS

§2.07. GEDA Forms QC-8, -9 and -10 are attached to these Rules
and are incorporated herein.
APPROVED AS TO FORM:
Counsel for GEDA,
by_ /s/ ,

STATEMENT BY AN APPLICANT FOR A QUALIFYING CERTIFICATE
COVERING A HOTEL OR TOURIST FACILITY AS TO THE
DEPOSIT OF FIVE MILLION DOLLARS IN THE HOUSING FUND.

Board of Directors,
Guam Economic Development Authority (“GEDA"),
GITC Building, Tamuning, Guam.

Please be advised that the undersigned applicant for a Qualifying

Certificate covering a

[hotel or tourist facility]
project intends/does not intend to deposit Five Million Dollars ($5,000,000)
[strike out]

Currency into GEDA’s Housing Fund, pursuant to §70109 of Chapter 70,
Division 2, Title 12, Guam Code Annotated (the “Hotel and Housing

Development Law”).

GEDA Form QC-10 (1998) 12



1 If the undersigned makes such deposit it shall do by

2 , 19 by means of
3 [date of deposit] [method of transfer of funds)

The undersigned understands that such deposit must be unrestricted and
unconditional, subject to the refund described in the Hotel and Housing Development

4
5
6 Law.
7
8

Dated this day of ,199

11 Applicant,

14 by ,
15 , president.

22 TO: Board of Directors,

23 Guam Economic Development Authority (“GEDA”),
24 GITC Building, Tamuning, Guam.

25

26 FROM: , QC applicant.
27 [name of Applicant]

GEDA Form QC-10 (1998) 13
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INFORMATION ON AFFORDABLE HOUSING UNITS.
Pursuant to §2.04 of Chapter 2 of Part 3 of GEDA’s rules (“Rules”) for
issuing qualifying certificates (“QCs”) under Public Law Number 23-135, the
undersigned applicant for a QC for the development of affordable housing
hereby advises GEDA with respect to its housing units the follows:
§1. Price(s). Selling price(s) of its units,
including the price of the land

thereunder:
(Plan A)
(Plan B),
(Plan C), etc.
§2. Maximum price. Maximum price
under §1.03(a) of the Rules: $
§3. Numbers. Numbers of units: (Plan A),
(Plan B),
(Plan C), etc,,
Total.
(Must be not less than 25)
§4. Drawings. If construction drawings for the units have been

approved by the Guam Department of Public Works, a copy of the same are
submitted with this form. Otherwise, be advised as follows,

Unit size: square feet, Plan A,

square feet, Plan B,

square feet, Plan C, etc.,

Lot size: square feet, Plan A,

GEDA Form QC-10 (1998) 14



1 square feet, Plan B,
2 square feet, Plan C, etc,,
3 Bedrooms per unit: Plan A
4 Plan B
5 Plan C, etc.
6 §5. Applicant certifies that the following is an accurate estimate of the
7  cost of the unit(s):
8 Overhead ........................ $ (Plan A)
9 Profit..... .. ..ot $ (Plan A)
10
11 Amount of estimated Tax Savings ... $ (Plan A)
12 §6. Location. The  units are located on Lot(s) No(s)
13 municipality of ,  Guam,
14 containing an aggregate area of square meters.
15 §7. Contractor, etc. If Applicant is not the contractor for the Project:
16 Name(s) of contractors and subcontractors:
17
18 §8. Compliance of Construction. The first increment of the
19 Project, consisting of units, will be completed on or
20 before , 199
21 Dated this ____ day of ,199
22
23
24
25 Applicant,

GEDA Form QC-10 (1998) 15
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15
16
17

18
19
20
21
2
23
24
25
26
27

BEFORE THE
GUAM ECONOMIC DEVELOPMENT AUTHORITY (“GEDA")

In the Matter of the Application ) Case No.

for a Certificate of Exemption )
)
by ) APPLICATION FOR A

S

CERTIFICATE OF EXEMPTION
[§70105 et seq., Chapter 70, Division
2, Title 12, Guam Code Annotated]

doing business as

)
)
)
)
Applicant. )

GUAM,USA. )
( ss.:
City of Hagatfia. )

In accordance with §70105, Chapter 70, Division 2, Title 12, Guam Code
Annotated, and Part 3 of the Rules and Regulations of the Guam Economic
Development Authority on the Issuance of Qualifying Certificates (“Rules”),
(“Applicant”), requests the

issuance of a Certificate thereunder, and swears to the following:

ARTICLE 1.
APPLICANT.
§1.01. Name of Applicant: “ 7 (It will
conduct its business under the fictitious name of

" r”
)

GEDA Form QC-10 (1998) 17
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15
16
17
18
19
20
21
22
23
24

§1.02. Address and telephone number of principal Guam office:

, municipality of , Guam
969___; telephone #: (671) - ; fax # (671)
; e-mail address:
§1.03. Location of proposed hotel or tourist facility:. Lot(s) No(s).
and (adjacent to )
municipality of , Guam (the “Project”).

§1.04. Name, address and telephone number of Applicant’s
attorney or other representative, if any: __ -, , municipality
of , Guam 969___; telephone #: (671) -
fax #: (671) -

ARTICLE 2.
TYPE OF BUSINESS AND OWNERSHIP.
§2.01. Tax Structure. Indicate  whether Applicant is a

corporation, a “Subchapter S” corporation, a partnership, a sole
proprietorship, a limited liability company or a trust;

§2.02. Project for Which QC is Sought: (Description of hotel or
tourist facility eligible under §70105.)

§2.03. Work to be Performed for Project. Indicate ~ whether
Applicant is to be a building material supplier, or a supplier of labor or

supervisor for construction of the Project:

18
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ARTICLE 3.
ESTIMATED MATERIALS OR SERVICES TO BE
PROVIDED FOR THE PROJECT.
§3.01. Certified Estimate.  Applicant CERTIFIES that the
following is an accurate estimate of the cost of the services or materials to be

furnished by Applicant to the Project:

Materialcosts .. ........ .. il %
Equipment rental, ifany ........... $
Laborcosts ....coveeieeinnn... $
Supervisioncosts. ............. ... % ,
Other costs:
Overhead................... $
Profit........... ... . ..., $
Total estimated costs: ........ %
§3.02. Tax Savings.

Amount of gross receipts

tax on foregoing estimate. . . . $

Supply contract amount without

Certificate .. .............. $
Supply contract with
Certificate. . ............... $

19
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ARTICLE 4.
ADDITIONAL INFORMATION.
§4.01. QC Information. Name of QC holder or Applicant for
QC Project . QC number if issued: No.
; if not issued, GEDA Case No.

§4.02. Articles, etc. A copy of Applicant’s articles of
incorporation, articles of partnership, trust indenture or limited liability
company agreement, as the case may be, attached as an exhibit.

ARTICLE 5.
CONCLUSION.
§5.01. Entitlement. [Brief summary of why Applicant’s work

on the Project qualifies for a Certificate].

§5.02. Request for Certificate. On the basis of the information
presented in this application, Applicant requests the issuance of a Certificate
by GEDA, exempting the proceeds derived by Applicant from its contract for
the Project from the tax imposed by Article 2 of the Business Privilege Tax

Law.

20
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12
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14
15

16
17
18

EXECUTED this

day of

Execution.

, 199

Applicant,

by

authorized representative.

, duly

SUBSCRIBED and SWORN to before me this

JSEAL(

,199_

day of

21
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Alberto “Tony” Cristobal Lamorena V

Senator
Twenty-Foarth Guam Legislatare

May 19, 1998

The Honorable Antonio R. Unpingco
Speaker

Chairman Twenty-Fourth Guam Legislature
Committee on 155 Hesler St.
Agana, Guam 96910

Dear Mr. Speaker,

Tourism The Committee on Tourism, Economic Development and Cultural Affairs, to which was
referred Bill No. 480, An Act to amend §§70105, 70107, 70108 and 70109, Chapter 70,
Title 12, Guam Code Annotated, to clarify the Chapter’s provisions on Tax Benefits for
Hotel, Tourist Facility and Affordable Housing Developers, has had the same under
consideration, and now wishes to report back the same with the recommendation To Pass,
as substituted.

DEconomlc
velopment The Committee votes are as follows:
To Pass ¢
and Not To Pass o~
Abstain -~
Inactive File 6
Coltarql
Aftairs . :
A copy of the Committee Report and all pertinent documents are attached for your
information and file.
Sincerely, ‘
Vice-Chalrman SR Z
Committes on U e
ALBERTO C. LAMORENA, V
attachments
Nataral
Resouarces

Sgite 314, Unlon Bonk Ballding, 194 Hernan Cortez Avenge,
figana, Goam 96910  Telephone: (671) £72-3594/95/97 * Focsimile: {67} 4T72-3588
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STATEMENT BY AN APPLICANT FOR A QUALIFYING CERTIFICATE
COVERING A HOTEL OR TOURIST FACILITY AS TO THE
DEPOSIT OF FIVE MILLION DOLLARS IN THE HOUSING FUND

Board of Directors,
Guam Economic Development Authority (“GEDA"),

GITC Building, Tamuning, Guam.

Please be advised that the undersigned applicant for a Qualifving Certificate

project intends/does not intend to

covering a
(hotel or tourist facility] [strike one)

deposit Five Millton Dollars ($5,000,000) in U.S. Currency into GEDA’s Housing Fund, pursuant

to §70109 of Chapter 70, Division 2, Title 12, Guam Code Annotated (the “Hotel and Housing

Development Law™).

19

[date of deposit]
. The undersigned understands that

If the undersigned makes such deposit it shall do by

by means of

[method of transfer of funds]
such deposit must be unrestricted and unconditional, subject to the refund described in the Hotel

and Housing Development Law.

Dated this day of , 199

Applicant,

, president.




TO: Board of Directors,
Guam Economic Development Authonity (“GEDA™),

GITC Building, Tamuning, Guam.

FROM: , QC applicant.
[name of Applicant)

INFORMATION ON AFFORDABLE HOUSING UNITS

Pursuant to §2.04 of Chapter 2 of Part 3 of GEDA’s rules (the “Rules”) for issuing
qualifying certificates (“QCs") under Public Law No. 23-135, the undersigned applicant for
a QC for the development of affordable housing hereby advises GEDA with respect to its
housing units the follows:

§1. Price(s). Selling price(s) of its units,

including the price of the land

thereunder: $ (Plan A)
$ (Plan B),
h (Plan C), etc.
§2. Maximum price. Maximum price
‘under §1.03(a) of the Rules: h)
§3  Numbers. Numbers of units: (Plan A),
{(Plan B),

(Plan C), etc.,

GEDA Form QC-9 (1997)



Total.

(Must be not less than 25)
§4. Drawings. If construction drawings for the units have been approved by
the Guam Department of Public Works, a copy of the same are submitted with this form.
Otherwise, be advised as follows,

Unit size: square feet, Plan A,

square feet, Plan B,

square feet, Plan C, etc,

Lot size: square feet, Plan A,

square feet, Plan B,

square feet, Plan C, etc,

Bedrooms per unit: Plan A

Plan B

Plan C, etc.

§5. Location. The units are located on Lot(s) No(s)

muntcipality  of Guam, containing an aggregate area of

squarc meters.

§6. Contractor, etc. If Applicant is not the contractor for the Project:

Name(s) of contractors and subcontractors:

§7  Compliance of construction. The first increment of the Project, consisting of

GEDA Form QC-9 (1997)



units, will be completed on or before , 199

Dated this day of 199

0

Applicant,

, president.

GEDA Form QC-9 (1997)



BEFORE
THE
GUAM ECONOMIC DEVELOPMENT AUTHORITY (“GEDA™)

In the Matter of the Application ) Case No.
for a Certificate of Exemption )
)
by ) APPLICATION FOR A
) CERTIFICATE OF EXEMPTION
) BY A CONTRACTOR,
a supplier, doing business as ) [§70105 et seq., Chapter 70, Division
) 2, Title 12, Guam Code Annotated]
)
Applicant. )

TERRITORY OF GUAM,)
{ss.:

City of Agaiia. )

I n accordance with §70105, Chapter 70, Division 2. Title 12, GuamCode
Annotated, and Part 3 of the Rules and Regulations of the Guam Economic Development
Authority on the Issuance of Qualifying Certificates (the “Rules”),

, a Guam contractor or supplier

(“Applicant™), requests the issuance of a Certificate thereunder, and swears to the

following:
ARTICLE 1
APPLICANT
§1.01. Name of Applicant. * " (It
will conduct its business under the fictitious name of ")
§1.02. Address and telephone number of principal Guam office:

GEDA Form QC-10 (1997)



, municipality of , Guam 969

telephone #: (671) - ;fax #: (671)

mail address:

§1.03. Location of proposed hotel or tourist facility: Lot(s) No(s).

and (adjacent to ), municipality

of , Guam (the “Project™).

§1.04. Name, address and telephone number of Applicant’s

, municipality of

attorney or other representative, if any: -

, Guam 969____; telephone #: (671) - , fax #:
(671)_ -
ARTICLE 2
TYPE OF BUSINESS AND OWNERSHIP
§2.01. Tax structure: Indicate whether Applicant is a corporation, a

“Subchapter §” corporation, a partnership, a sole proprietorship, a limited liability

company, or a trust.

§2.02. Project for which (C is sought. (Description of hotel or tourist

facility eligible under §70105.)

§2.03. Work to be performed for Project: Indicate whether Applicant

GEDA Form QC-10 (1997)



is to be a building material supplier, or a supplier of labor or supervisor for construction

of the Project.

ARTICLE 3
ESTIMATED MATERIALS OR SERVICES TO BE
PROVIDED FOR THE PROJECT

§3.01. Certified estimate. Applicant CERTIFIES that the following

15 an accurate estimate of the cost of the services or materials to be furnished by Applicant

to the Project:

Matenalcosts . ... ....... ... ... . .. $
Equipment rental, tffany. .. ... ... . . 3
Laborcosts ... .............. ... .. by ,
Supervisioncosts.. . .. ... ... .. .. .. $

Other costs:

Overhead . ... .. . .. . ... . A ,
Profit. ... ...... ... ... .. $ ,
Total estimated costs: . . . .. 3

§3.02. Tax savings.

GEDA Form QC-10 (1997)



Amount of gross receipts

tax on foregoing estimate. . .. $

Supply contract amount without

Certificate . . ... ... ... .. s

Supply contract with

Certificate . . .. .. ... . .. $

ARTICLE 4
ADDITIONAL INFORMATION
§4.01. QC information. Name of QC holder or Applicant for QC

Project . QC number if issued: No. ; if not

issued, GEDA Case No.

§4.02. License. A copy of Applicant’s articles of incorporation,
articles of partnerships, trust indenture, or limited liability company agreement, as the case

may be, attached as an exhibit.
ARTICLE §
CONCLUSION

§5.01. Entitlement. [Brief summary of why Applicant’s work on the

.- Project qualifies for a Certificate].

§5.02. Request for Certificate:  On the basis of the information

GEDA Form QC-10 (1997)



presented in this application, Applicant requests the issuance of a Certificate by GEDA,
exempting the proceeds derived by Applicant from its contract for the Project from the

tax imposed by Article 2 of the Business Privilege Tax Law.

Execution
EXECUTED this day of , 199
Applicant, ’
by ,
, duly
authorized representative.
SUBSCRIBED and SWORN to before me this day of

199

JSEAL(

GEDA Form QC-10 (1997)
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An Act to amend §§70105, 70107, 70108 and 70109, Chapter 70, Title
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COMMITTEE REPORT
Bill No. 480

An Act to amend §§70105, 70107, 70108 and 70109, Chapter 70, Title
12, Guam Code Annotated, to clarify the Chapter’s provisions on
Tax Benefits for Hotel, Tourist Facility and Affordable Housing
Developers.

INTRODUCTION

The Committee on Tourism, Economic Development and Cultural Affairs
conducted a Public Hearing 2:03 p.m. Tuesday, February 24, 1998 in the Public
Hearing Room of the Guam Legislature Temporary Bldg. in Agana.

Committee Members Present: Senator Alberto C. Lamorena, V., Charman
Senator Joanne M.S. Brown, Vice Chairperson
Senator Anthony C. Blaz

Other Senators Present: Senator Frank B. Aguon, Jr.
Senator Francisco P. Camacho

Government Officials: Ed Untalan, Administrator
Guam Economic Development Authority

Others: Dave Tydingco, President
Guam Hotel and Restaurant Association
Al Pickens, Managing Partner
Deloitte & Touche LLP

SUMMARY OF TESTIMONY
Mr. Ed Untalan, Administrator for the Guam Economic Development
Authonty, provided the committee with written testimony in support of the bill. In his

testtmony, Mr. Untalan stated that the Authority is in support of the bill. Mr. Untalan

1



further stated that the proposed legislation will make certain amendments to P.L. 23-
135 and establish Rules and Regulations that will govern the issuance of tax
exemptions and rebates as authorized under GEDA’s Qualifying Certificate Program
relative to the industries affected by P.L.. 23-135. Furthermore, the amendment
proposed under Bill No. 480 would establish a new sunset clause of four years and the
authorizes GEDA Board to extend the time period two years if deemed necessary. The
second amendment will grant certain benefits to landowners that sell to affordable
housing projects, which is currently afforded to landowners selling their properties for
hotels and tourist facility developments. A third amendment will provide a more
palatable alternative to hotel developers if they provide an up-front contribution to an
affordable housing fund. The original statute awarded an additional 25% rebate of the
corporate income taxes to the developer if they make a $5,000,000 loan for affordable
housing. In conclusion, Mr. Untalan stated that the primary objective of the GEDA QC
Program, as envisioned by the late Frank Perez, was the stimulation of economic
activity and the creation of employment.

Mr. Dave Tydingco, President for the Guam Hotel and Restaurant Assoctiation,
provided the committee with written testimony tn support of the bill. In his testimony,
Mr. Tydingeo stated that, the Guam Hotel and Restaurant Association support the
passage of Bill No. 480. The GHRA agree that by extending the time frame for
developers to take advantage of tax incentives offered by Guam will benefit the island.
Mr. Tydingco continued that n this time off economic uncertainty in Asia, Guam must
be prepared and armed to compete with other destinations, not only for tourists, but for
investment capital as well to improve our product.

Mr. Al Pickens, Managing Partner for Deloitte & Touche LLP in Guam,
provided the committee with written testimony in support of the bill. In his testimony,
Mr. Pickens stated that, the original legislation provided exemption from Gross Receipt
and Use Tax on the construction of needed hotel facilities to minimize cost. This bill
relates to GEDA programs intended to expand economic activity within the Guam.,
According to Mr. Picken’s testimony, Guam does not produce adequate capital to build
the mfrastructure required to facilitate a world-class destination resort. Guam is in an
ideal position to compete with other locales as a situs for international trust services.
Many, if not the bulk of international trusts, have been established in the Channel
[slands. In closing, Mr. Pickens urged the committee to consider these opportunities.



COMMITTEE FINDINGS

As aresult of several concerns being raised by the committee members, it is at
the recommendation of the Chairman that another hearing be conducted to clarify those
concemns of the committee.

COMMITTEE RECOMMENDATIONS

It is the recommendation of the committee is that another hearing be conducted,
and that until such time that a second hearing is completed, the committee will refrain
from taking a position on the bill at this time.



As a result of the decision by the committee to conduct a second hearing on Bill
No. 480, the Committee on Tourism, Economic Development and Cultural Affairs
conducted a Public Hearing 1:40 p.m. Friday, May 8, 1998 in the Public Hearing Room
of the Guam Legislature Temporary Bldg. in Agana.

Committee Members Present: Senator Alberto C. Lamorena, V, Chairman
Senator Mark Charfauros

Other Senators Present: Senator Francisco P. Camacho
Senator Frank B. Aguon, Jr.

Witnesses: Mr. Ed Untalan, Administrator
Guam Economic Development Authority
Mr. Andy Gayle, Legal Council
(Guam Economic¢ Development Authority
Mr. Al Pickins, Managing Partner
Deloitte & Touche

MMAR TESTIMONY

Mr. Ed Untalan, Administrator for the Guam Economic Development
Authority, provided the committee with oral testimony in support of the bill. In his
testimony, Mr. Untalan stated that, the authority maintains the position as in the
previous hearing, and that if there were any questions from the committee he would be
more than happy to respond.

Mr. Andy Gayle, Legal Council for GEDA, stated that proposed changes as
recommended by GEDA have been provided for the committees review. Furthermore,
in response to Senator Brown’s concern, the concern has been provided through the
recommended amendments submtted by GEDA.

ITT E MEN N

The Committee on Tourism, Economic Development and Cultural Affairs hereby
reports out Bill No. 480 to the Twenty-Fourth Guam Legislature with the
recommendation To Pass, as substituted.



ECONOMIC DEVELOPMENT AUTHORITY

Carl T.C. Gutierrez ATURIDAD INADILANTON TKUNUMIHAN GUAHAN Madeleine Z. Bordatlo
Governor An Antonomous Agency of the Government of Guam, UL A Lieutenant Governor
TESTIMONY ON:

Bill No. 480 - An Act to amend §§70105, 70107, 70108, and 70109, Chapter 70, Title 12,
GCA, to clarify the Chapter’s provisions on Tax Benefits for Hotel, Tourist
Facility and Affordable Housing Developers.

Submitted by:
Ed Untalan
Administrator
Guam Economic Development Authority

February 24, 1997

Good aftemoon Chaiman Lamorena, esteemed members of thc Committee on Tourism,

Economic Development and Cultaral Affairs, ladies and gentlemen:

My name is Ed Untalan, and I am the Administrator for the Guam Economic Development
Authority (GEDA). 1 am here on behalf of the Authority to provide testimony in support of Bill
No. 480. The proposed legislation will make certain amendments to Public Law 23-135 and
establish rules and regulations that will govern the issuance of tax exemptions and rebates as
authorized under GEDA’s Qualifying Certificate (QC) Program relative to the industries affected
by PL 23-135.

PL 23-135 became effective January 1, 1997. The law provides additional benefits to developers

of hotels, tourist facilities, and new benefits for affordable housing. It was designed to reduce the

GUAM, USA
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cost of construction by providing certain abatements and rebates of gross receipt and use taxes
and corporate income taxes, respectively. Additionally, the law provides benefits to individual
land owners who are interested in selling or leasing their land to a hotel or tourist facility
developer. Since the law was structured to address the projected growth in our visitor industry, as
well as the need for affordable housing, a sunset provision of onc vear was stipulated, which

expired on December 31, 1997,

As we anticipated, this sunset provision did not provide adequate time to establish and
implement the necessary rules, regulations and marketing plan. The most time consuming effort
was placed in the development of the rules and regulations, which took approximately five
months to analyze, draft, and process. Our greatest concern, as was the author of the original law,
former Senator John Aguon, was to ensurc that the savings provided to contractors,
subcontractors, and landowners were ultimately passed on to the consumer - the developer or a

homeowner. We believe the rules and regulations before vou achieves that objective.

Be that as it may, the sunset provision has expired. However, the amendment proposed under
Bill 480 would establish a new sunset clause of four years and authorizes the GEDA Board to

extend the time period two vears, if deemed necessary.

The second amendment will grant certain benefits to landowners that sell to affordable housing
projects, which is currently afforded to landowners selling their properties for hotels and tourist
facility developments. As GEDA provides interested investors with a database of current land
available for development, because the capital gains tax rebate is available for those landowners
who sell or lease to developers of hotel/tourist facility development, these landowners are only
interested in selling or lcasing their land for hotel development. Thus, the amendment proposed
will provide the landowner the same benefits if they sold their land for affordable housing, thus
providing them with more opportunities.

A third amendment will provide a more palatable alternative to hotel developers if they provide
an up-front contribution to an “affordable housing fund.” The original statute awarded an
additional 25% rebate of the corporate income taxes to the developer if they make a $5,000,000



“loan” for affordable housing. The funds were to be used to construct affordable housing, upon

which the developer would be repaid its principal once the home was sold.

However, the primary concern raised by the developers was the time it would take to accomplish
this task and receive its funds back. Thus, discussions with several developers led to the current
amendment wherein the funds would be invested and the interest income eamed on those
investments would be used for the infrastructure development for govemment-sponsored
affordable housing projects. This altermative would guaranty the developer the retum of its

investment by the agreed upon time.

In closing, 1 should note that the primary objective of the GEDA QC program, as envisioned by
the late Frank Perez, was the stimulation of economic activity and the creation of employment.
The success of the program is evidenced by the 4,100 jobs created as of CY 1997. And with the
hotel industry alone, the beneficiaries provide approximately $68,000,000 in wages and salaries,
$13,800,000 in occupancy taxes, and $9,500,000 in gross receipts taxes. Considering the current
Asian economic crisis that has had a negative effect on our Island, it is only appropriate that we

take this proactive stance in providing more competitive incentives.
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February 24, 1998

Honorable Alberto Lamorena V

Chairman

Committee on Tourism, Economic Development & Cultural Affairs
24th Guam Legislature

155 Hesler Street

Agana, Guam 96910

Re: Bill No. 480, An Act to Clarify Provisions on Tax Benefits for Hotels, Tourist Facility
and Affordable Housing Developers

Hafa Adai Mr. Chairman, Members of the Committee:

Thank you for giving the Guam Hotel & Restaurant Association the opportunity to provide
testimony on Bill No. 480,

The Guam Hotel & Restaurant Association supports the passage of Bill No. 480. In
discussions with the Guam Economic Development Authority, it was clear that the initial
time frame to develop rules and regulations for its implementation were insufficient and the
program therefore could not be effectively marketed. Therefore, we agree that extending
the time frame for developers to take advantage of tax incentives offered by Guam will,
without a doubt, benefit our island.

In this time of economic uncertainty in Asia, Guam must be prepared and armed to compete
with other destinations, not only for tourists, but for investment capital as well to improve
our product. Bill No. 480 provides the additional incentives needed to keep our economy
moving forward.

Therefore, we support the passage of Bill 480.

Thank you for the opportunity given to us to provide testimony on this bill.

Si Yu'os Ma’ase,

President | )

cc: Board of Directors




TESTIMONY BEFORE THE 24TH GUAM LEGISLATURE RELATIVE TO
BILL #488480
FEBRUARY 24, 1998

My name is Allen A. Pickens. 1am the Managing Partner of Deloitte & Touche LLP in Guam. [ am here
today in support of Bill #4580 and to suggest additions to the Bill to address opportunities for further
expansion of the Guam economy.

The original legislation provided exemption from Gross Receipts and Use Tax on the construction of
needed hotel facilities to minimize the costs thereof. Subsequent to passage of the initial legislation
difficulties were encountered in drafting and implementing rwles and regulations. The rules and
regulations had to be put in place prior to GEDA’s issuance of exemption certificates to qualified
contractors. For various economic reasons, otherwise qualified developers and contractors wishing to
avail themselves of the benefits extended have found it necessary to begin actual construction while
awaiting the implementation of rules and regulations. The Bill being discussed today will grant relief
from any Gross Receipts and/or Use Tax paid prior to the issuance of the actual exemption certificates to
the qualified contractors.

This Bill relates to GEDA programs intended to expand economic activity within the Territory. It is clear
that the ¢conomic turmeoil in Asia is negatively impacting the Guam economy. We can accept this as our
fate or we might respond in a more positive way through pursuit of additional opportunities.

Guam does not produce adequate capital to build the infrastructure required to facilitate a world-class
destination resort. We have been fortunate in the past to have attracted significant investment, primarily
from Japan, to build the hotels, golf courses, etc. which, in turn, have provided the people of Guam a
standard of living far above any and all Pacific Island communities. However, the very significant
problems within the barking and corporate communities of Guam and Korea indicate that invesiment
capital will be much harder to attract in the future.

Through the help of this and the prior Legislature, we have undertaken to grow an insurance industry on
Guam. [am pleased to report that there have been successes to date and there is ever-increasing interest
in what this Island can offer the global insurance underwriters. Qur neighbor-island communities are
giving thought to copying our efforts as they are beginning to see the possibilitics. However, just as this
Bill is intended to address an issue not contemplated when the original implementing legislation passed,
we have found the need to tweak our earlier insurance legislation.

The foreign investors in both our tourism and insurance industries are faced with a very heavy artificial
barrier to entry into this market; i.e., the 30% withholding tax on passive income (dividends, interest, etc.)
imposed by Section 881 of the Internal Revenue Code. As the Territory is not covered by Tax Treaties, we
have the highest withholding tax rate of all U S. jurisdictions. A tourism industry investor from Japan or
an insurance underwriter from Australia (several have expressed interest) is faced with nominal
withholding rates in other U.S. jurisdictions (due to the Treattes) and no withholding tax in Bermuda,
Cayman Islands or Channe! Islands.

Guam is in an ideal position to compete with other locales as a situs for international trust services.
Many, if not the bulk of international trusts, have been established in the Channel Islands. Guernsey
alone has 76 international banks providing such services. Those banks are not there 1o service the
approximately 32,000 residents of Guernsey. Guam, an American flag Territory, a U.S. dollar economy,
and stable government with easy access to U.S. and Asia money and stock markets, could be an attractive
venue for those trustors secking a safe haven for their funds. The GEDA enabling legislation provides the
basic structure necessary to pursue this opportunity,

In eacl-l of the examples provided herein, tax-free remissions of profits to off-island investors is the key to
obtaining massive infusions of funds into our cconomy. In these times of economic hardship we must



think outside the box and pursue that which is available rather than weep over that with which we are
otherwise confronted. We must develop a tailored Qualifying Certificate to allow the rebate of the 30%
withholding tax for all foreign investors. In the instance of the prospective trust industry, the QC must
also cover the income taxes imposed on such trusts.

Benefits which accrue to us from the tourtsm industry are well documented. Further, we have discussed at
length the prospective benefits to accrug from the fledgeling insurance industry. The trust industry will
provide stmilar benefits in the form of upscale white collar jobs to Guam taxpayers. The banks and other
money managers will be fully-taxed corporate citizens of Guam. Taxes withheld or paid to the
Government will be available for investment during a 180 period prior to rebatement if the earlier
example utilized with insurance underwriters is the accepted model. Assets within our banking system
will expand dramatically, generating significant retained surplus to allow expansion of the local 1oan base.

To reap the aforedescribed benefits we give up little or nothing. The 30% tax currently brings in very
little tax revenue to the Government of Guam. There are virtually no international trusts yet established
within the Territory. The global insurance underwriters are not yet here; thus, are not paying such taxes
at this point.

I urge this Body to consider these opportunities.
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COMMITTEE ON TOURISM, ECONOMIC DEVELOPMENT
& CULTURAL AFFAIRS )
Public Hearing
1:40 p.m. Friday, May 8, 1998

AGENDA

Confirmation Hearing on:

The appointment of Ms. Marie C. Barretto to serve as an Acting
Member of the Guam Council on the Arts and Humanities.

The appointment of Mr. Eddie L.G. Benavente to serve as an Acting
Member of the Chamorro Language Commission.

Bill No. 531: An Act to Add a New Chapter 77 to Title 12, Guam Code
Annotated, to Establish Economic Incentives to Enhance and Improve Guam’s

Local Commuter Air Service.

Bill No. 480: An Act to Amend §§70105, 70107, 70108 and 70109,
Chapter 70, Title 12, Guam Code Annotated, to Clanfy the Chapter’s Provisions
on Tax Benefits for Hotel, Tourist Facility and Affordable Housing Developers.
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All proposals must be submitted to lhe GPA Procurement Office, Attn: Ricarde S. "Llnpmgco
General Manager, IT&E Harmon Plaza Complex, Wing A, Harmon,
Guam 96911, by 4:00 PM., May 19, 1998,
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Senator Alberto C. Lamorena, V, Chairman of the Committee on
Tourism, Economic Development and Cultural Affairs will be
conducting a Public Hearing on Friday, May 8, 1998, starting at 1:40
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