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Abstract

TheThe GuaThe Guam ComThe Guam Comprehensive Economic Development Strategy (CEDS) is primarily b
resultsresults of Governor Felix P. Camacho's "Ten Strategic Initiativesresults of Governor Felix P. Camacho
Economy”Economy" and "Six-Point Action Framework on Ten StrategicEconomy™ and "Six-Point Action Framey
processprocess was initiatedprocess was initiated to proprocess was initiated to provide direction, focus and

assistanceassistance and private investment in order to stabilize andassistance and private investment in order to
lifelife and public services. In general, the projects outlined in this plan focus on a slife and public service
economiceconomic objectives, including theeconomic objectives, including thedevelopment of aeconomic objectiv
empemployment,employment, employment, theemployment, the employment, the establishmentemployment, the estat
salarysalary levels, the improvement of the island ssalary levels, the improvement of the island s standard of liv
economic growth.

Guam sGuam s Guam s CEDSGuam s CEDS Guam s CEDS documentGuam s CEDS documentGuam s CEDS doc
presentspresents the community s vision and goals; sets its strategic direction for action; establishes priority
programsprograms and projectsprograms and projects for implementation; and outlines the standards for anprogi
update of the plan and its related processes.

ToTo beTo be an effective guide to the island s long-term economic development, the strategiesTo be an effective gt
presentedpresented in this document presented in this document mupresented in this document must reflect contemp

correspondcorrespond to set polices and goals. As such, Guam s CEDS is viewed notcorrespond to set polices anc
ratherrather as a continuous rather as a continuous efforrather as a continuous effort to refine Guam s future growtt

EXECUTIVE SUMMARY

General Overview

SinceSince theSince the early 1990 s, the Asian EconomicSince the early 1990 s, the Asian Economic Crisis, U.S
inin the Persian Gulf Region and expensive naturain the Persian Gulf Region and expensive natural dii
earthquake, have adversely affected Guam s economic health.

Guam sGuam s tourism industry is the island s single Guam s tourism industry is the island s single laGuan
apprapproximatapproximatelyapproximately sixty percent (60%) of Guam s annual business revenue, as well :
(60%)(60%) of private sector employment. Wi(60%) of private sector employment. With(60%) of private se
originatingoriginating from Asia, and sixty percent (60%)originating from Asia, and sixty percent (60%) of its trac
island s economy is strongly linked to Asia s business cycle.

DueDue to a majDue to a major devaluDue to a major devaluation of Asian currencies and a corresponding d
confidenceconfidence over the past decade, the relative competitivenessconfidence over the past decade, the
declineddeclined and local visitor spending has bdeclined and local visitor spending has been serioudeclined &



arrivalsarrivals reflected a negative fifteen percent (15%) annualarrivals reflected a negative fifteen percent (15%)
taxestaxes falling to the lowesttaxes falling to the lowest level in fivetaxes falling to the lowest level in five years to
(21%)(21%) decline over this period. Guam s public and private sectors(21%) decline over this period. Guam s pul
of declining revenues from this important economic sector.

Furthermore,Furthermore, U.S. MilitaFurthermore, U.S. Military Furthermore, U.S. Military spending, anoth
unundergoneundergone significant fluctuations in this period. Since the mid-1990 s, civilian military
employmentemployment has shown consistent decreases, with a thirty-five percent (35%) declineemploymenthas s
registeredregistered fromregistered from 1994 throughregistered from 1994 through 1999. By 1998 the military
million,million, compared with $809 millionmillion, compared with $809 million in 1995.million, compared wit!
Navy sNavy s payroll by 2,000 workerNavy s payroll by 2,000 workers by Navy s payroll by 2,000 workers by
strategicstrategic importance, increases in annual military expenditures are anstrategic importance, increases ir
islandisland will experience marginal increases in militaryisland will experience marginal increases in military cc
personnelpersonnel between 2003-2004, military spending as a multpersonnel between 2003-2004, mili
significantly changed.

In addition, theln addition, the island is recovering fromln addition, the island is recovering from the affects of S
DecemberDecember 2002 with maximum winds in excess of 175 miles per hour.December 2002 with maximum
isis Guam s mostis Guam s most expensive natural disaster, to date, with damage estimatedis Guam s most expensi
Paka'sPaka's damages, which was calculated at $513 million.Paka's damages, which was calculated at $513 million.
overover the last two years at $3.8 billion, it is still bover the last two years at $3.8 billion, it is
Correspondingly, Correspondingly, annual gross receipts taxes have also stabilizedCorrespondingly, annual gross
the 1997 level of $180 million.

TheThe August 1997 Korean Airlines crash that resulted in the death of 228 passeThe August 1997 Korear
members,members, also members, also immembers, also impacted one of Guam s fastest growing tourist mar
aviationaviation disaster, total visitor arrivals from Korea plummeted from over 119,000 in 1997aviation disaster, ti
20,00020,000 in 1998.20,000 in 1998. Aggressive marketing and promotional efforts to restore market share res
visitor arrivals from Korea increasing to 128,307 visitors in 2002.

Combined,Combined, the declines in visitor industCombined, the declines in visitor industry and milCombi
respondingresponding to natural calamities have promoted a decline in economic activity and rising
unemploymentunemployment on Guam. Asunemploymenton Guam. As of March 2002, Guam's unemployment r:
Inln comparison, the unemployment rates for Hawaii and the nation as a whole were 4.6% and 5.8%,
respectively.

TToTo effectively counteract this situation, Guam has developed this Comprehensive EconomTo effective
DevelopmentDevelopment Strategy to guide its future economic development policies and efforts. The purpose
ofof Guam s Comprehensive Economic Development Strategy isof Guam s Comprehensive Economic Developn
assistassist the islanassist the islandassist the island assist the island inassist the island in assist the island in guidassist 1
resourceresourcesresources on Guamresources on Guam s targeted economic sectors (e.g. tourism; marine
commerce,commerce, manufacturing and service) and tocommerce, manufacturing and service) and to achieve th
fullfull employment, improvedfull employment, improved employment opportunities, higher wages and salaries,
thethe broader planning efforts of the "Ten Strategic Initiatives to Stthe broader planning efforts of the
Economy".



Key Findings

Guam sGuam s housGuam s househoGuam s household income decreased by $2,239 in 1999, while the averageho

TheThe number of households receiving public assistance increased by 55% in 2001.The number of households rec
thethe 1996 federal welfare reform laws placing a five-year moratorium onthe 1996 federal welfare reform laws plac
went into effect. An estimated 10,000 recipients will bewent into effect. An estimated 10,000 recipients will be
laws.laws. Between the months of June and Septemblaws. Between the months of June and September 2002
effect, recipients under the Temporary Aid to Needy Families declined 21.7 percent.

Guam sGuam s unemployment rate was recorded at 11.4% in MarchGuam s unemployment rate was recorde
EmploymentEmployment declined 7.1% from 60,200 personsEmployment declined 7.1% from 60,200 persons in

GuamGuam servesGuam serves as an international hub for telecommunications providers, hasGuam serves as an
systemssystems and infrastructure in the region, andsystems and infrastructure in the region, and has uniquesyste
fiber optic cable and satellite access.

TheThe cumulative impact of military downsizing onThe cumulative impact of military downsizing on Guam s C
1996 through 1999 is estimated at $942 million.

WhileWhile Guam s visitor industry was recovering from the impact of external forces (e.g. Asian
EconomicEconomic Crisiss, Super Typhoon Paka, KAL Economic Crisiss, Super Typhoon Paka, KAL crash) to 1€
in per capita visitorin per capita visitor spending recorded for 2000, the industry suffered serious setin per capita
ofof Supertyphoon Pongsona during December 2002 andof Supertyphoon Pongsona during December 2002 and th
2003.

Japan,Japan, ChJapan, ChinaJapan, China, Korea, Taiwan and Singapore are among the top countries, that trads

(approaching(approaching $500(approaching $500 billion in 2002). Guam has an opportunity to play(approaching
trade activities.

Proposed Projects

TheThe following projects have beenThe following projects have been selected to put into action the strategy outli
determinedetermine project priorities, these projects were evaluated against thdetermine project priorities, tt
Administration's Policy Investment Guidelines and Guam's requirements.

Priority Project Name Description Amount

New Wharf and Land

High Reclamation Build new wharf, reclaim land, purchase cranes $35,000,000
Tumon Business Improve. Fund staff support to develop legislation and survey

High |District owners $100,000

High Regional Solid W aste Facility |Prepare feasibility study & market study of by-products $200,000
Immigrant Investor/Econ. Fund office to prepare proposal and develop Econ.

High |Model Model $500,000

High Money Manager Program Program development and implementation $50,000




Priority Project Name Description Amount
Fishermen Coop Building
High | Complex Design and construction $2,500,000
High Military Prepositioned Ships Develop feasibility study $75,000
High Tumon Infrastructure Improve. |Construct phase Il; design/construct phase Il $20,000,000
High Call Centers Develop marketing plan and implementation $250,000
High ' Guam Captive Insurance Marketing plan implementation $400,000
High Guam Domestic Fisheries Develop and implement fisheries feasibility study $200,000
High ' Tumon Bay Drainage System |Design and construction of facility $16,000,000
High Marina Development Design and construction $4,500,000
High Guam-Based Trusts Market research study on tax implications $150,000
High Airline Flight Kitchen Design and construction $10,000,000
High |Agana Bridges Design and construction of 3 bridges $25,000,000
High Hagatna Revitalization Master plan development and design $3,000,000
Subtotal $117,925,000
Medium |Alternative Dispute Center Business plan development, design and bld g const. $650,000
Medium |New Air Cargo Facility Construction $20,000,000
Medium | Transportation and Distribution ' Complete economic study and needs assessment $500,000
Medium |Aviation Flight Schools Feasibility study, constructand equip flightschool $495,000
GWA USEPA Compliance Design and construct water and waste water
Medium Order improve ments $92,000,000
Telecom Industry Training
Medium Program Prepare training program $205,000
Medium Northern Industrial Park Feasibility study and design $500,000
Medium Film Industry Development Implementation of Feasibility research $250,000
Subtotal $114,600,000
Low | Tiyan Infrastructure System Design and construction of roads, water, sewer, etc. $36,000,000
Low | Northwest Parkway Project Design, construct, extend Route 3a (Castro property) $7,000,000
Low  Marine Drive Bypass Design and construct $31,700,000
Low | Small Business Incubator Construction $1,500,000;
Low | State Statistical Center Hire Chief Economistand implement Center project $600,000
Low | Regional Software Support Feasibility study and cost be nefit analysis $100,000
Low | Multi-purpose Fishing Vessel |Purchase vessel and develop training program $200,000
Low | Tumon Bay Light Rail System |Design and construct $280,000,000

Subtotal

$357,100,000

Total

$589,625,000




INTRODUCTION

ThisThis document represents Guam's Comprehensive Economic Development StratThis document represents
2003.2003. Asstructured,2003. As structured, it describes theisland's current economic2003. Asstructured, itdes
lolocallocal probllocal problems, needs, opportunities and resources. In addition, it presents the island s soc
economiceconomic development vision and goals; sets the strategic direction for Guam's future economic deve
development;development; and establishes a comprehensive development; and establishes a comprehensive develop
anan implementation strategy. Finally, it outlines a process for annualan implementation strategy. Finally, it outline
for Guam s economic development strategy.

Guam'sGuam's 2003 Comprehensive Economic Development Strategy has as its foundation, anGuam's 2003 Con
on-going,on-going, comunity-wideon-going, comunity-wide effort initiated in January 2003 by incomingon-going
andand Lieutenant Governorand Lieutenant Governor Kaleo Moylan to stablize and grow Guam'sand Lieutenant
plan,plan, Governplan, Governor Camacplan, Governor Camacho stressed, "My economic stabilization
incrementalincremental and measurable approach to revincremental and measurable approach to revitalizi
agressive,agressive, our process is deliberateagressive, our process is deliberate and calculated in order to measur
isis designed to create thousands of jobs and restore revenues tois designed to create thousands of jobs and restore re
circulates more than $3 billion annually."

ToTo implement the stratTo implement the strategic To implement the strategic plan, the Governor has establ
DevelopmentDevelopment TeamDevelopment Team consisting of representatives from the public andDevelopme
aanan ambitious schedule for stabilizing and growing the Guam economy and is working toan ambitious sched
tangible results in the next few months.

A. ORGANIZATION AND STAFFING

Guam'sGuam’s initial CEDS was initiated in July, 2000 when the Planning Division of the Guam
DepartmentDepartment of Commerce was awarded a graDepartment of Commerce was awarded a
AdministrationAdministration funding the preparation of a Comprehensive EcAdministration funding the p
(CEDS)(CEDS) for Guam. To facilitate the preparation of(CEDS) for Guam. To facilitate the preparation of the Cl
PlanningPlanning Division contracted the serviPlanning Division contracted the services oPlanning Divisi
Development, Inc (MR&D). MR&D worked with the Guam Department of Commerce to prepare

thethe CEDS and complywith the appropriate procedural guidelines. InFebruary2003, work to update

thethe CEDS wasthe CEDS was initiated in a collaborative effort betweenthe CEDS was initiated in a collaborati
Guam Economic Development and Commerce Authority.

B. THE PLANNING PROCESS

TheThe 2003The 2003 Guam Comprehensive Development Strategy synthesizes the new Administration's "Ten

StrategicStrategic Initiatives to Stabilize and GStrategic Initiatives to Stabilize and GroStrategic Initiatives tc
Action."Action.” which were developed to addressAction.” which were developed to address the island's worseni
aa strategy that will stabilizea strategy that will stabilize and grow the economy. As a result, its development has
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inputinput from numerous input from numerous publiinput from numerous public and private entities including
CommitteeCommittee to Get Guam Moving, and Government of Guam agencies.Committee to Get Guam Moving
ofof both high level public of both high level public and of both high level public and private sector repr
attention to implementation. Over the next few months it is expected that significantattention to implementation
willwill be solicited and received as thewill be solicited and received as the Guam Economic Recovery and Deve
informationinformation and assumptions,information and assumptions, visualizes outcomes,information and assu
developsdevelops tactical implementation details, quantifies financial contributions to the economy and costs

out efforts in terms of human capital and dollars.



ENVIRONMENTAL ASSESSMENT

A. PAST AND PRESENT TRENDS

Physical Characteristics

Guam,Guam, as theGuam, as the westernmost territory of the United States, is theGuam, as the westernmost territol
MarianaMariana Archipelago, and was the first Pacific islandMariana Archipelago, and was the first Pacific island
isis 30 miles long, ranges from 5 to 9 miles in width, andis 30 miles long, ranges from 5 to 9 miles in width, ar
GuamGuam is located inGuam is located in the Western PacificGuam is located in the Western Pacific Ocean 3,7(
of Manila, 1,500 miles southeast of Tokyo, and 3,100 miles northeast of Sydney.

TheThe island was formed through an uplift of underseaThe island was formed through an uplift of undersea volci
isis composed of two is composed of two distinct geolois composed of two distinct geologic areas of approxim
islandisland is a high coral limestone plateauisland is a high coral limestone plateau rising 850island is a hi
northernnorthern water lens, the main source of fresh water for Guam. Apra Harbnorthern water lens, the m;
protectedprotected harbors in the Pacific, is located oprotected harbors in the Pacific, is located on the wprot
portionportion of the island is composedportion of the island is composed of volcanic deposits, which formportior
that direct surface run off either to Fena Reservoir or the ocean.

Guam'sGuam's climate isGuam's climate is tropical with temperatures ranging between 75 and 86 degrees,Guam's ¢
temperaturetemperature oftemperature of 81 degrees. temperature of 81 degrees. May and June are the hottest mo
JulyJuly through October. The average yearly precipitiuly through October. The average yearly precipita
tradewindstradewinds blow from the Northeast during thetradewinds blow from the Northeast during the drytrade
conditionsconditions can occur during the dry season; however, Guam's subterranean waterconditions can occur ¢
supplying fresh water far in excess of the island's present needs.

Socio-Cultural Profile

TheThe ancient Chamorros, the earliest known inhabitants ofThe ancient Chamorros, the earliest known inf
Indonesianindonesian descent originating from Southeast Asia as early Indonesian descent originating from
archaeologicalarchaeological and historical evidences, the cuarchaeological and historical evidences, the cul
ChamorrosChamorros resemble the languages and cultures of Malaysia,Chamorros resemble the languages and cult
historicalhistorical docuhistorical document relahistorical document relating the general physical features of t
PifigettaPifigetta in 1521, described them as being tall, big-boned, and robust wiPifigetta in 1521, described thg
longlong blacklong black hair. The estimated sizelong black hair. The estimated size of the population during the ti
65,00065,000 to 85,000. By 1741, after conquest by Spain through war, the population was reduced to

5,000.

TheThe prThe present The present day Chamorros are a mixture of various ethnicities including many culturz
originatingoriginating from Asia, Europe and the Americas. In 1962, President Kennedy lifted the Naval



ClearingClearing Act, which allowed travel to the Guam without a security clearance. Since that time, many
FiFilipFilipinos,Filipinos, Caucasians, Japanese, Korean, Chinese, Indians, and Pacific Islanders have moved 1
GuamGuam and have made the island their home. The present population is a richGuam and have made the islan
groups and races, making Guam a cosmopolitan community of many customs and traditions.

InIn modern times, the island s population has grown fromin modern times, the island s population has grown frorr
migrationmigration and one of themigration and one of the highest birth rates in the U.S. (3.2% as ofmigration anc
inin population and the attendant economic in population and the attendant economic expansionin population and the
havehave ohave occurrehave occurred. These social changes, while creating even greater diversity, have al
detrimentaldetrimental effects to the commdetrimental effects to the community as a whodetrimental effects
popupopulpopulationpopulation and economic growth has been the erosion of its traditional family structure.
greatestgreatest threat to the island s family structure has been in large partgreatest threat to the island s family strt
alsoalso improved the overall standard of living. Subsistence farming has given way to a wage based
economyeconomy which has created a new array of expeconomy which has created a new array of expectatecol
hashas improved its standard of livinhas improved its standard of living, in has improved its standard of
significantsignificant challenges to traditional familyvalues. Losssignificant challenges to traditional family valu
risingrising crime rates, drug and child abuse, as well as increased poverty, welfare dependence, and high

school drop out rates.

AA goal to revitalize traditional family values in island homes A goal to revitalize traditional fami
established.established. Young people today are subjected to tremendous pressure to conform to modern values
thatthat oftenthat often ruthat often run counter to the traditional values of local families. This clash of value
created dislocation and confusion, which has reinforced dysfunctional behavior.

ForFor theseFor these reasons, the preservationFor these reasons, the preservation of the Chamorro culture is sou
areare the preservationare the preservation of the language, through the study of Chamorroare the preservation of t
useuse of indiguse of indigenoususe of indigenous names in public places, development of an authenti
establishmentestablishment of a permanent Guamestablishment of a permanent Guam Museum Facility, reconstru
recovery of Chamorro artifacts from local and foreign sources.

Environmental Situation

Inin general, Guam has a high quality pIn general, Guam has a high quality physicln general, Guam has a hig
AgencyAgency conducts various programs that monitor the status of the environment on a regular basis.
U.S.U.S. Environmental Protection Agency's regulaU.S. Environmental Protection Agency's regulationsU.S. Enviro
laws are more stringent than those of the U.S.

AsAs a relatively small, high densAs a relatively small, high density islaAs a relatively small, high density isla
overalloverall environmental impact of human activityoverall environmental impact of human activity on theover
foundfound to befound to be generally excellent acrossfound to be generally excellent across all indicators. No ma
beenbeen identified as a result of the various sampling programs. At the confluence ofbeen identified as a result
itsits receiving marine waters, however, a high nitrate level is evident in violaits receiving marine waters, ho
standards. This is attributed to nutrient loading by leachate from the island s Ordot Landfill.



ErosionErosion of soil is associated with constructioErosion of soil is associated with constructionErosion of soil is a
areas of Southernareas of Southern Guam. Frequent grass firesareas of Southern Guam. Frequent grass fires also
isis an area of special concern inis an area of special concern in Southern Guam since sediment run-off negativel
inin areas where rivers discharge iin areas where rivers discharge into the recin areas where rivers discharge
resultedresulted in the destruction of coral reefs and associated organisms in areas adjaceresulted in the destruct
of rivers.

TheThe quality of the reef flat environs are found to be generally good withmonitoring stations normally
showingshowing elevated levels of turbidity consistent withshowing elevated levels of turbidity consistent with a
Periodically, all monitoring stations arePeriodically, all monitoring stations are found to be in violation of accept
with some sites showing chronic levels above acceptable standards.

TheThe quality of the surfaceThe quality of the surface water system has been found toThe quality of the surface wa
beenbeen identified with specific riverbeen identified with specific river systems. The mostbeen identified with s|
relatedrelated torelated to elevated fecal coliform levels. In addition,related to elevated fecal coliform levels. In
readings are chronic for certain river systems.

AirAir quality is very high with prevaiAir quality is very high with prevailing winds Air quality is very high
whichwhich are mainly associated with point sources burning of fossil fuels to generate electricity for the

Guam Power Authority. The use of high sulfur fuelGuam Power Authority. The use of high sulfur fuel is allowe
pollution guidelines.

SolidSolid waste landfillsSolid waste landfills areSolid waste landfills are an area of concern in Guam, given wit
ofof solid waste continues to rise each year. These problems are magnified as the standardof solid waste contint
changeschanges and increaseschanges and increases in population and industrial activity bring more goodschanges
island.island. The potential of co-generation is being explored to reduceisland. The potential of co-generation is b
ththethe landfill. In addition to the issue of volume, the potential for contamination of the norththe landfill.
aquifer, Guam s primary water supply, is an area of concern.

HazardousHazardous and toHazardous and toxic Hazardous and toxic waste has a great potential for adversely
recentrecent years, this potential hasrecent years, this potential has increased significantly, as evidenced by therece
on-islandon-island hazardous waste generators and solid waste treon-island hazardous waste generators and
WhileWhile incrWhile increaWhile increasing quantities of hazardous materials are imported into Guam by
sector,sector, the military continues to be the largest importer and user of hazsector, the military continue
hazardoushazardous materials become waste, disposalhazardous materials become waste, disposal rehazardous
HazardousHazardous WasteHazardous Waste Management Regulations. The cost for packaging, transporting anc
hazardous waste at an EPA approved site continue to rise.

Natural Resources

WhileWhile vast ocean resources surround Guam, the island itself is not endowedWhile vast ocean resources surro
resources,resources, other than its people and beautiful beaches and scenery. Mining, resources, other than its pec
useuse as aggregateuse as aggregate for roadways anduse as aggregate for roadways and concrete, is non-existent. F
exceptexcept for harvesting firewood, since World War II, when siexcept for harvesting firewood, since Wo
forestsforests wereforests were destroyed through shelling and resulting fires. Development has crowded out |
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numbersnumbers of undomesticated animals, with the exceptionnumbers of undomesticated animals, with the exce
fishfish are reasonably abundant in Guam s coastal waters, the cooler ocean waters sufish are reasonably abur
islandisland are relatively barren in comparison to the equatorial waters locatedisland are relatively barren in comp:
south.south. The more popular pelagicsouth. The more popular pelagic fish species are concentrated there south. -
activity.

ThereThere are noThere are no rivers on Guam large enough to provideThere are no rivers on Guam large enougt
natural,natural, large deepwater harbor that is protected from typhoons that frequent Guam. The harbor is
locatedlocated on the central leewardlocated on the central leeward silocated on the central leeward side of
businessbusiness district. The harbor is very advanced relabusiness district. The harbor is very advanced re
WesternWestern Pacific, having been extended and improved over the years by both theWestern Pacific, having be
governments.

Natural Disasters

GuamGuam lies in the direct path of frequent tropical storms and tGuam lies in the direct path of frequent tropi
beenbeen affected by 160 tropical cyclones of atbeen affectedby 160 tropical cyclones of at leastbeen affected by 16
speed).speed). speed). Of the 160speed). Of the 160 tropical storms, 68 were classified as typhoons (sustained win
oror higher). Supertyphoon Paka, whior higher). Supertyphoon Paka, which stor higher). Supertyphoon Paka, \
speedsspeeds in excess of 175speeds in excess of 175 mph, was speeds in excess of 175 mph, was Guam s n
estimatedestimated at over $500 million. Supertyphoon Pongsona’s final estimated cost estimated at over $500 n
islandisland incurred when it struck the island in December 2002 have notisland incurred when it struck the islar
thatthat cost of that cost of dthat cost of damages from Supertyphoon Pongsona will far exceed those of Supe
making it Guam's most expensive natural disaster.

TheThe Marianas Trench, which lies just off Guam, isThe Marianas Trench, which lies just off Guam, is located w
GuamGuam subject to periodic earthquakes. The earthquake that occurred in August 1993 was severe,
measuring 8.2 on the Richter scale and destroying two major hotels.

TheThe goverThe governmentThe government of Guam s most effective form of disaster mitigation has been t
policingpolicing of a building code that mandates that all structuralpolicingof a building code that mandates that al
ofof both types of natural disasters. The building code isof both types of natural disasters. The building code is f
AnAn emergency responseAn emergency response plan is annually updated byAn emergency response plan is annt
thethe Government s limited resources inthe Government s limited resources in mitigating,the Government s limit
the various emergenciesthe various emergencies and disasters affecting the island and its residents. the various er
aa stringent building codea stringent building code hasa stringent building code has reduced the loss of life and j
has also significantly increased construction costs.

Population

The official 2000 census count by the U.S. Bureau of the Census is 154,805. The official 2000 census count by tl
percentpercent increase overpercent increase over the 1990 total ofpercent increase over the 1990 total of 133,152
growthgrowth between 1980 and 1990. In 2000, Guam s southern region experienced a 2 percent decline,
wwhilewhile the population in the island s northern and central regions increased by 29 and 11 percent,
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respectively.respectively. Betwerespectively. Between 1990 and 2respectively. Between 1990 and 2000 thi
reducedreduced due to base closures inireduced due to base closures initiated in 1lreduced due to base ¢
decreased,decreased, from 2decreased, from 22,178 (actdecreased, from 22,178 (active duty personnel and
Increasedincreased migration is expected, especially of Micronesians, primarily due to thelncreased migration is
Association,Association, which allows these people to travel freely to Guam and to be employed as U.S. citizens.
OtherOther natural events affecting the rise and fall ofOther natural events affecting the rise and fall of Guam s [;
Typhoon Omar in 1992, an 8.2 earthquake in 1993, and Typhoon Paka in 1997.

CensusCensus 2000 demographic informCensus 2000 demographic information has nCensus 2000 demogre
PopulationPopulation demographics for 1990 showedPopulation demographics for 1990 showed that the median ¢
toto 32.9 for the U.S. as to 32.9 for the U.S. as a wto 32.9 for the U.S. as a whole. Overall, 35 percent of Guar
old and four percent was 65 years or older in 1990. Theold and four percent was 65 years or older in 1990. The
percent.percent. By ethnicity, the largest groups werepercent. By ethnicity, the largest groups were Chamorros with
and 19,160 Caucasians.

Household Income and Per Capita Income

AccordingAccording to information released by the U.S. Census Bureau, the Guam s mean household income

inin 2000 was $49,617, which represents a 5.3 percent decline from 1990, when after adjusting for
inflation,inflation, its mean household incomeinflation, its mean household income was of $52,419. Guams. G
waswas $39,317, a decline of 5.2 percent in compariswas $39,317, a decline of 5.2 percent in comparison
householdhousehold income declined, the average household size increased to an averagehousehold income decl
members,members, as compared to an averagemembers, as compared to an average sizemembers, as compared t
thethe household in 1999 rose slightly to 1.90, as compared withthe household in 1999 rose slightly to 1.90, as comp
year. Average household income reported in 2000, however remained the same.

WhileWhile there have been some positive fluctuationWhile there have been some positive fluctuations, overe
Earner sEarner s Income have fallen fromEarner s Income have fallen from income leEarner s Income have
encompassencompass the totalencompass the total civilian population, including those withoutencompass the total
isis a statis a statistic tis a statistic that covers workers 16 years of age and older, excluding those without incon
GuamGuam DepartmentGuam Department of Labor notesGuam Department of Labor notes that income statistic:
statistics (e.g. U.S. Census Bureau) due to to differences in the income definition concepts used.

Inln 1998, the Guam Department of Labor reported Guam s Per Capita Income was $12,028. In 1999,

itit fell 10 percent to $10,825. While 2000it fell 10 percent to $10,825. While 2000 was still far below the level
percentpercent over 1999 to $11,465. However, thispercent over 1999 to $11,465. However, this positivepercent
Capita Income declined 5.2 percent to $10,872.

Guam Guam sGuam s Mean Earners Income indice has followed the same basic trend as its Per CapiGuam s v
indice.indice. In 1998, the Guam Department of Labor reported Guam s Mean Eindice. In 1998, the Guar
$22,612.$22,612. In 1999, it fell 7.2 percent to $20,976. While 2000$22,612. In 1999, it fell 7.2 percent to $20,¢
itit improved 3.7 percent over 1999 to $21,756. it improved 3.7 percent over 1999 to $21,756. While Guam s
$21,602 in 2001, the decline was a slight .7 percent from 2000.
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Public Assistance

TheThe The decline in Guam s economy is reflected by the increase of those seeking assistance througThe dec
variousvarious public assistance programs. various public assistance programs. According to the information fr
byby the U.S. Census Bureau, 6,466 Guam families had income below theby the U.S. Census Bureau, 6,466 Gual
1999,1999, which represents 20 percent of 32,367 families1999, which represents 20 percent of 32,367 families sur
4,2114,211 house4,211 households 4,211 households (10.9 percent) reported having public assistance incor
assistanceassistance incomassistance incomeassistance income received was $5,291. In comparison, the U.S
nationally, only 9.2 percentnationally, only 9.2 percent of families had income belownationally, only 9.2 percent
households receiving public assistance income was 3.4 percent.

WithWith specific regard toWith specific regard to food stampWith specific regard to food stamp participation on
thethe average number of households receivthe average number of households receivithe average number of |
periodperiod of 1999 through 2002, forperiod of 1999 through 2002, for which data only for the firstperiod of 19¢
numbernumber of recipients that received food stamps monthly increased throughoutnumber of recipients that rec
anan averagean average of 6,183 households received food stamps monthly. By 2000,an average of 6,183 househo
increasedincreased 14.6 percent to 7,085 households.increased 14.6 percent to 7,085 households. There was a slic
thethe the number of households dipped to 7,024. During the first nine months of 2002, the avthe number c
numbernumber rose 5.4 over the previous year number rose 5.4 over the previous year thumber rose 5.4 over tt
averageaverage number of recipients receiving food stamps monthly increased through outaverage number of reci
20,45820,458 recipients in 1999 t020,458 recipients in 1999 to 24,311 recipients during the first 9 months of 20(
valuevalue of food stamps received declined 5.2 percent from 19value of food stamps received declined 5.
million).million). However, in 2001, themillion). However, in 2001, the total dollar value increased to $37.8millic
fromfrom 2000.from 2000. The total dollar value of food stamps issued in 2002 is not available. However,from
onon the monthly food stamp value average, the monthly on the monthly food stamp value average, the montt
million in 2001 to $3.6 million during the first 9 months of 2002.

TheThe following average number of people qualified monthlyThe following average number of people qualifiec
andand annual expenditure for those programsand annual expenditure for those programs in FY 1999: Temporary A
knownknown as Aid to Families with Dependent Children, (9,070 persons for $1known as Aid to Families w
AssistanceAssistance (509 for $1,594,344); AidAssistance (509 for $1,594,344); Aid to the PermanentlyAssistar
AidAid to the BlindAid to the Blind (1 for $1,812); and General Assistance (2,058Aid to the Blind (1 for $1,812)
thethe average number of people qualified monthly for various public assisthe average number of peo
expendituresexpenditures were as follows: Temporary Aidexpenditures were as follows: Temporary Aid to Needy
OldOld Age Assistance (624 for $1,452,825); AidOld Age Assistance (624 for $1,452,825); Aid to the Perma
$261,784);$261,784); Aid to the Blind (1 for$261,784); Aid to the Blind (1 for $2,676); and General$261,784); Al

TheThe 1996 federal welfare reform laws set a five year limit on recipientThe 1996 federal welfare reform law
cashcash assistance programs, which include the Temporary Assistance to Neecash assistance programs, whit
(TANIF)(TANIF) and the(TANIF) and the Government of Guam s General Assistance Program (GA). These(TAl
affectaffect Foodaffect Food Stamps, Aid to the Blind, Old Age Assistance, Medicaid, oraffect Food Stamps, Aid t
TotallyTotally Disabled.Totally Disabled. It is anticipated that a total of 10,000 recipients will be affected. This
limitationlimitation went into effect on limitation went into effect on Guam duringlimitation went into e
fluctuations,fluctuations, generally during the period of January 2001 through June 2002, the number of

12



reciprecipientsrecipients receiving assistance monthly under TANIF steadily increased each month. Howevere
beginningbeginning with July 2002, beginning with July 2002, tbeginning with July 2002, the numbers began ¢
numbersnumbers had declined 21.7 percent from 10,582 recipients in June to 8,286 recipients innumbers had decli
TheThe General Assistance Program alsoThe General Assistance Program also had a decrease of 34.6 percent frol
552 recipients in September.

Education

TheThe eThe educational needs of Guam are provided by an island-wide public school system (the GThe educ
PublicPublic School System) comprised ofPublic School System) comprised of 5 high schools (grades 9 to 12); 6
8);8); and 24 elementary schools (grades 18); and 24 elementary schools (grades 1 t08); and 24 elementary schoc
Archdiocese of Agana also operates a substantial school system with a total of 15Archdiocese of Agana also ope
Schools,Schools, 6Schools, 6 Middle Schools and 6 Elementary Schools.Schools, 6 Middle Schools and 6 Eleme
operateoperate schoolsoperate schools in Guam. These include Saint John'soperate schools in Guam. These include
GuamGuam Adventist Academy, Temple Baptist School and Trinity Christian School. Guam Adventist Academy,
areare are tare two Japanese schools, one Chinese school and one Korean school operating on-island. For
academicacademic year 2000-2001, public schoolacademic year 2000-2001, public school enrollment was 31,903
4,088 and total Department of Defense schools enrollment was 2,429.

TheThe The GuamThe Guam The Guam CommunityThe Guam Community The Guam Community CollegeThe Gua
highhigh school through college. The chigh school through college. The collehigh school through college. Ti
receivereceive academic as well as technical and professionalreceive academic as well as technical and professional
professionalprofessional programs and professional programs and 40 technical and vocational programs that aw:
CertificatesCertificates of Completion. Journeyman Certificates are awardedCertificates of Completion. Journeym
industry,industry, with an additional 5 in theindustry, with an additional 5 in the hotel and restaurant industry. GCC(
locallocal highlocal high schools and thelocal high schools and the University of Guam and is fully accredited b
of Schools and Colleges (WASC).

TheThe UnThe UniversitThe University of Guam (UOG) offers post-secondary degree programs through fiy
colleges,colleges, namely: CPBA-Collcolleges, namely: CPBA-Collecolleges, namely: CPBA-College of
AgricultureAgriculture & LifeAgriculture & Life Sciences; CAS-College of ArtsAgriculture & Life Sciences; CA
CollegeCollege of Nursing & Health Sciences.College of Nursing & Health Sciences. TheCollege of Nursing &
BBA,BBA, BS, andBBA, BS, and BSW) and five Masters (MBA, MED, MPA, MSBBA, BS, and BSW) and five
enrollment was 3,894 for the 1999-2000 academic year and 3,462 for 2000-2001.

Housing and Land

DuringDuring FY 1998 the Guam Housing Corporation registered 1,151 applications foDuring FY 1998

assistance.assistance. Duringassistance. During this period (50) applicants have beenassistance. During this peric
OfOf the 50 approved, 26 were processed under aOf the 50 approved, 26 were processed under a 6 percent interest fi
the remaining were approved under a conventional loan program.
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AffordableAffordable housing is still the number one priority of the Guam Affordable housing is still the numl
beenbeen secured for a LADA Estates project but a funding source sbeen secured for a LADA Estates project
LADALADA Estates and the Community Affordable HousiLADA Estates and the Community Affordable F
provide affordable housing for low and middle-income families of Guam.

TheThe Community Affordable HousingThe Community Affordable Housing Action Trust (CAHAT) program i
homeownerhomeowner and private lending institution when ithomeowner and private lending institution when it ct
is that itis that it enables potential homeowners to put 5 percent down payment onis that it enables potential hon
usualusual 20 percent. As of June 2001, a total of $2,168,174 have been committed,usual 20 percent. As of June 2
62 families.

InIn recognition that only through urban redevelopment would villagesin recognition that only through urban rede
andand Urbaand Urban Renewal Authority (GHURA) was created in 1962 after the devastation of Typhoand
Karen.Karen. GHURA is charged wKaren. GHURA is charged with the Karen. GHURA is charged with the
renewrenewalrenewal program to eliminate and prevent the development and spread of slums and blighreney
influences on Guam.

TwoTwo of GHURA's first projects were the YonaTwo of GHURA's first projects were the Yona and Sinajana Urb
SubdiSubdivisionSubdivision pSubdivision project in Dededo provides for the development and improvement «
lots. Lots are priced at an affordable $2,500, enabling qualified families to build their homes.

OneOne of GHURA'sOne of GHURA's One of GHURA's purposes is to provide "decent, safe, and sanitar
families.families. Somefamilies. Some of its programs families. Some of its programs include: the "GHURA 5
LowLow Income Public Housing projeLow Income Public Housing project Low Income Public Housing proj
includingincluding 82 units especially designed for elderly and/including 82 units especially designed for
HousingHousing Assistance Program, through Housing Assistance Program, through which GHHousing Assis
families;families; and thefamilies; and the Guma Trankilidat project, which developed 50 units designed specific
elderly.

ThereThere are an estimated 45,000 houses and apartments on Guam. RentsThere are an estimated 45,000 houses
higherhigher higher thanhigher than higher than inhigher than in higher than in mohigher than in most U.S.Mainland «
foot,foot, giving an average three-bedroom house pfoot, giving an average three-bedroom house price of $1fc
indicesindices show two-bedroom units renting from $500 to indices show two-bedroom units renting from $
renting from $700 to $1,000 or more.

Inln 1997 there were 45,511 land parcels registered with the Department of Revenue and Taxation.

AA land parcel is any piece of registered land regardless of size. These parcels are located within 15
municipalities.municipalities. The total appraised value of land for 1997 was $5.871 billion, down 2.8 percent from
the $6.039 value reported in 1996.

Excess Federal Lands

InIn SeptemIn Septemberin September 2000, the U.S. Navy conveyed a total of 1,800 acres of excess federa
quitclaimquitclaim deed, to the Government quitclaim deed, to the Government ofquitclaim deed, to the Ga
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transfertransfer since 1950.  Approximatetransfer since 1950.  Approximately 1,400transfer since 1950.
Internationallnternational Airport Authority for airport and related economic purlnternational Airport Authorit
currecurrentlycurrently being cleared to accommodate the development of an airport industrial park.
ApproximatelyApproximately 248Approximately 248 acres was transferred for economic development purposes
formerformer landowers to a) provide opportunities to stimulate Guam s economy, former landowers to a) pro
employmentemployment, and ¢) maximemployment, and ¢) maximize finemployment, and ¢) maximize finan
Station Agana will be used for homeless, park and highway purposes.

Inin 1995, the Base Realignment and Closin 1995, the Base Realignment and Closureln 1995, the Base Re:
FaciFacility,Facility, coFacility, consisting of approximately 100 acres. This property was intended for use as
shipyard.shipyard. However, just prior to the deed transfer,shipyard. However, just prior to the deed transfer, the
security reasons.

Inln addition to BRAC properties, an additional 3,200 acres areln addition to BRAC properties, an additional 3,2
GuamGuam under PublicGuam under Public Law 103-339 forGuam under Public Law 103-339 for civilian use. Mt
andand it is expected thatand it is expected that once properties have been transferred to their new owners asand it is
law, additional economic activities will be implemented..

Employment

TheThe most importantThe most important sign of distress in theThe most important sign of distress in the labor me
hashas been gradually rising since the 1990 s. has been gradually rising since the 1990 s. Follhas been gradua
totaltotal payroll remained flattotal payroll remained flat total payroll remained flat or declined slightly from 1
unemploymentunemployment rate rose from approximately four percent of the labor funemployment rat
unemployed)unemployed) to approximately nineunemployed) to approximately nine percent (morethan 4,000 uner
market has not met the expectations of a growing number of new entrants.

Guam'sGuam'’s unemployment rate according to the Department of Labor s Report has declined slightly
fromfrom 13.0 percent in March 2001 (9,040 unemployed) to 11.4 percfrom 13.0 percent in March 2001 (!
WhileWhile thereWhile there was a slight decline in Guam sWhile there was a slight decline in Guam s unemploy
Hawaii sHawaii s unemploymentHawaii s unemployment rate.Hawaii s unemployment rate. During March 20
Guam sGuam s unemployment rate is also significantly higher than the U.S. national unemGuam s unemploym
forfor 2002,for 2002, which was 5.8for 2002, which was 5.8 percent. As there has also been a decline in employm
declinedecline in Guam's unemployment ratedecline in Guam's unemployment rate can adecline in Guam's une
llaborlabor market and who have moved to communities in Hawaii or the continental Ulabor market and
employment opportunties exist.

GuamGuam Department of Labor's Current Employment Statistics Report for the month of March during

thethe period of 1999the period of 1999 through 2002 reflects anthe period of 1999 through 2002 reflects an annual
1999,1999, Guam had a total payroll employmel999, Guam had a total payroll employment of 62,351999,
available.available. By 2001, total payroll employment for available. By 2001, total payroll employment 1
persons,persons, a decrease of persons, a decrease of 3.4 percent from March 1999. Employmentpersons, a dec
55,91055,910 persons in March 2002, a decline of 7.1 percent from March of 2001 emplo55,910 persons in N
WithinWithin Guam's three employment sectorWithin Guam's three employment sectors (privwithin Guam's
governmentgovernment sector) there was a lossgovernment sector) there was a loss of payroll employmentgoverr
2002.2002. The private sector, which employs 2002. The private sector, which employs t2002. The priva
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experienced the greatestexperienced the greatest loss. In March 2001, 73.5 percent of all who were employed w
privateprivate sector; by March 2002 private sector; by March 2002, the percent declined to 71.9 percent. Overall))
employed within the private sector declined 9.2 percent from 44,300 persons to 40, 220 persons.

Guam'sGuam's governmentGuam's government sectorsGuam's government sectors also had declines in the numt
ofof those employed within these sectors increased in comparison to the private sectorof those employed
GovernmentGovernment of Guam's percent of totalGovernment of Guam's percent of total payroll employment ir
MarchMarch 2001 to 22.5 percent in March 2002. Correspondingly, the federal gMarch 2001 to 22.5 pere
employmentemployment increased from 5.3 percent to 5.5 percent of total payroll employment. As in the case
ofof the private sector, both govemment sectors experienced declines in theirof the private sector, both gov
employment.employment. Employment within theemployment. Employment within the Government of Guamemy
inin March 2001 to 12,600 persons in Marchin March 2001 to 12,600 persons in March 2002.in March 2001 to 12,6(
countycounty and state governments. Within the county and state governments. Within the fedecounty and
percent from 3,170 persons in March 2001 to 3,090 in March 2002.

TheThe The GThe Guam Department of Labor's "Annual Census of Business Establishments" shows that there

werewere 2,588 business establishments in Guam aswere 2,588 business establishments in Guam as of March 19¢
2,533 establishments in 1998. More recent statistics remain unavailable.

Price Indicators

TheThe Consumer Price IndexThe Consumer Price Index isThe Consumer Price Index is one of the most widely
Itltis used as a measure oflt is used as a measure of inflation and the effects of economic policy, as a deflatorlt is use
series,series, and as anseries, and as anincomeseries, and as anincome or benefits escalator. Since consumers are
includeinclude in theirinclude in their market basket, buyinginclude in their market basket, buying patterns change
isis updated is updated approximately is updated approximately every 10 years. The Government of Guam s C
uponupon a market basket of goods andupon a market basket of goods and seupon a market basket of goods
buyingbuying pabuying patterns.buying patterns. buying patterns. Sincebuying patterns. Since buying patterns. Since
of changes in prices, demographic characteristics, income, rapid developments in technology, and

habits.

Inln 1997,In 1997, the Government of Guam began using a new market basket formula to calculate theln 1997, the C
ConsumerConsumer Price IndConsumer Price IndexConsumer Price Index (CPI), which is based on a 1995 Cor
resresultsresults results of the 1995 Household Expenditure Survey, the market basket of goods and services to |
includedincluded in the CPI was developed with great care. Categories wiincluded in the CPI was developed w
Housing, Housing, Apparel and Upkeep,Housing, Apparel and Upkeep, Transportation, Medical Care, Entertainm
and Other Goods and Services.

Guam sGuam s updated Consumer Price Index wasGuam s updated Consumer Price Index was officiallyGuam s
ofof 19960f 1996 was designated Guam s base quarter, and is therefore, equal to 100. of 1996 was designated Gua
thethe Government of Guam worked backwardthe Government of Guam worked backward to the 4th quarter of 1
basedbased on thebased on the revised market basket. Using new weights, thebased on the revised market basket.
calculatedcalculated andcalculated and comparisons of them with previous quarters was made.calculated and comp
percentpercent inflation rate for CY 1999, apercent inflation rate for CY1999,a 0.31 percent for CY2000anda-1.3
AllAIl Items Index for 1st Quarter 2002 was 103.54. This index showsAll Items Index for 1st Quarter 2002 wze
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percentpercent from the 1st Quarter 2001percent from the 1st Quarter 2001 index of 104.76. Further comparison s
of good and services costing $100.00 in October 1996 (base period) now cost $103.54.

TheThe Housing group index continues to show declinesThe Housing group index continues to show declines
Quarter of 2000 and 2001 and further decreased 3.87 percent between 1stQuarter of 2000 and 2001 and further d
ForFor the period of 1st Quarter 2001 and 1st Quarter 2002, theFor the period of 1st Quarter 2001 and 1st Quarter 2
UpkeepUpkeep,Upkeep, Transportation and Entertainment groups also showed decreases. Contributing to th
decreasesdecreases were a housingdecreases were a housing market withdecreases were a housing market with a hi
andand insurance, household furniture and appliance, apparel for women, boys and men, and sporting
goodsgoods goods angoods and equipment. Further comparison shows these decreases were offset by increases
MedicalMedical CaMedical Care anMedical Care and Food and Beverages groups. The Food and Beverage
increaseincrease of 10.54 percent from the 1st Quarter 2002increase of 10.54 percent from the 1st Quarter 2002 ovel
MedicalMedical Care had an increase of 1.29 percent. ConMedical Care had an increase of 1.29 percent. C
recordedrecorded for medical care services, personal anrecorded for medical care services, personal andrecorded forr
beverages, beef and poultry.

The Gross Island Product

InIn the early 19In the early 1970s, Guam s In the early 1970s, Guam s Gross Island Product (GIP) was in the |
annually.annually. According to information released from the Guam Economiannually. According to information re
Authority, Authority, Guam s estimated Gross IslandAuthority, Guam s estimated Gross Island Product had grow
1999,1999, however, Guam's GPI delined 101999, however, Guam's GPI delined 10 percent to $2.721999, howe
22 percent growth in 2000. For 2000 and 2001, Guam's CPI remained2 percent growth in 2000. For 2000 and 20(
Capita in 2001 was $16,250, declining 2 percent from $16,575 of the previous year.

AnAn estimated 40 percent of Guam's current CPI output is generated by the tourism industry and
relatedrelated activities, as compared to the early 1970s when more thanrelated activities, as compared to th
atattributableattributable to U.S. military activity. In the last 20 years Guam has successfully moved attributa
militarymilitary based economy to amilitary based economy to a private sector economy. While the military and |
importantimportant components of Guam s economic activity,important components of Guam s economic act
virtuallyvirtually all growth since the earlyvirtually all growth since the early 1980 s. In 1982, the combinedvirtu
governmentsgovernments accounted for governments accounted for appgovernments accounted for approximately -
ffallenfallen tfallen to about 28 percent, with subsequent years continuing to reflect percentages lower than 30
percent.

Guam sGuam s economicGuam s economic performance isGuam s economic performance is closely tied to over:
JapanJapan has overwhelmingly been the primary source of foreign investmentJapan has overwhelmingly been tt
currentcurrent slowdownin the Japanese economycurrent slowdownin the Japanese economy has directlycurrent sl
as well as the rest of East Asiaas well as the rest of East Asia has and will continue to restrain the flow of foreig
Guam.Guam. Guam. Primarily for this reason, Guam did not share in theGuam. Primarily for this reason, Guam
by the U.S. during the 1990s.

StrengtheningStrengtheningand safeguarding Guam s economic performance in the long-term willStrengthening
island sisland s ability to diversify its expoisland s ability to diversify its export maisland s ability to diversif
GuamGuam economy is structurally dependent on theGuam economy is structurally dependent on the export of
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sectorsector activity are expected, thesector activity are expected, the privatsector activity are expected, the

growthgrowth whgrowth when that occurs. To fulfill its task as a growth generator, the private sector will neec
concentrateconcentrate on new international markets to spur future ecconcentrate on new international marke
importanceimportance on thimportance on the island pimportance on the island placed by the U.S. Department :
impact the island s economy.

Water and Sewer

TheThe GuamThe Guam Waterworks Authority s (GWA) primarytask is to produce, treat, transmit and distribute
waterwater onwater on Guam and to collect, treat and dispose of wastewater. The agency provideswater on Guan
toto approximately 36,800 customers and sewer service to approximately 21,000. Waterto approximately 36,800 c
FY 2001 were $23.9 million.

PriorPrior to 1996 GWA operated as aPrior to 1996 GWA operated as a line department of the ExecutivePrior to 19!
AgencyAgency of Guam. In that year PUAG was aAgency of Guam. In that year PUAG was abolished anc
agency.agency. Asanautonomous agency, GWA ceasedagency. As an autonomous agency, GWA ceased receivir
whilewhile still retaining the responsibility for all of PUAG s outstanding dwhile still retaining the responsib
WaterworksWaterworks AuWaterworks Authority was Waterworks Authority was placed under the Consolidat
P.L.P.L. 26-76. The Consolidated Commission On Utilities is an elected nonpartiP.L. 26-76. The Consolic
responsibleresponsible for GWA and the Guam Power Authority and replaced GWA's Board during Jresponsibl
2003.

GWAGWA is presently faced with acute problems. These problems include under capitalizationGWA is pre
necessarynecessary infrastructure projects, limited manpower developmennecessaryinfrastructureprojects, limited
fromfrom from afrom an antiquated Navy water system, continued reliance on the purchase of water from milita
andand private sources, and operatinand private sources, and operating with a chand private sources, and opera
Guam sGuam s tourist industry and rapid modernization are two other factors that have contributed to the

island s system failures.

TheThe Authority estimates the coThe Authority estimates the costs to reThe Authority estimates the costs
previousprevious Board of Directors proposed a strategic initiativeprevious Board of Directors proposed a strate
private partnerships to obtain bridge financing whichprivate partnerships to obtain bridge financing which w
long-termlong-term financing such as revenue bondlong-term financing such as revenue bondslong-term finar
acquiring of:

%I technical skills, expertise and experience not presently available in GWA,

%I needed financial guarantees to improve the confidence of GWA s stakeholders;
%I training and mentoring for GWA s employees;

) immediate remedies for GWA s short-term needs and long-term problems; and

%1 additional access to vendors and economies of scale.
InIn March of 2001 Executive Order No. 2001-13 was issuedln March of 2001 Executive Order No. 2001-13 was i

Relative Relative to Declaring a Continuin Relative to Declaring a Continuing Sta Relative to Declaring a C
WaterWater Systems. Water Systems. The Executive Order further states, A continuing state of emergencyWa
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dilapidateddilapidated state of ourdilapidated state of our water and wastewaterdilapidated state of our water and w
damagedamage as well as failure of materials, inability todamage as well as failure of materials, inability to loca

Inln 2003 GWA estimated the total cost ofln 2003 GWA estimated the total cost of projects exceed $90 million
treatmenttreatment plants intreatment plants in treatment plants in compliance with Notice Of Violations and
authorityauthority by the Guam Environmental Protectionauthority by the Guam Environmental Protection Agen
$45%$45 mil$45 million in p$45 million in penalties. The major projects are as follows and includes design,
management, and monitoring:

%I Agat Sewer Treatment Plant Renovation

%I Agat Collector System Inflow/Infiltration

%I Agana Sewer Treatment Plant Renovation/Expansion
%I Agana Ocean Outfall

) Agana Village Collector System Inflow/Infiltration

%l Baza Gardens Sewer Treatment Plant

) Northern District Sewer Treatment Plant

) Northern District Ocean Outfall

%I Umatac/Merizo Sewer Treatment Plant Renovations

%I Umatac/Merizo Collector System Inflow/Infiltration

%1 ComprehenComprehensiveComprehensive PeComprehensive Performance Evaluations for
Umatac/Merizo Sewer Treatment Plants

%I CompreCompreheComprehensiveComprehensive Assessment of GWA s Sewer Pump Stations/Co

Implementation of a Corrective Plan of Action

%I Development and implementation of a GWA Preventive Maintenance Program
%I Development of an Operator Training and Certification Program
%I Monitoring Requirements

%I Facilities Master Plan

%I Renewal and replacement capital improvement projects
%I Meter Management Project

%I Sewer Connection Project

il | Design, construction observation, etc. for above projects

AsAs a result of P.L. 24-37 which allows the agency to As a result of P.L. 24-37 which allows the agency to
enteredentered into a 20 yearentered into a 20 year Build-Operate-Transfer contract with Earthtech, Inc. to build
andand maintainand maintain them, and turn them over to the government of Guam at the expirationand maintain
period.period. GWA iscurrently inthe processperiod. GWA is currently in the process of seeking financing forpe
andand maintenance ofand maintenance of water and waste water infrastructure projects,and maintenance of watel
waste water treatment plants, meter management, and private sewer line connections.

Power
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OverOver the past three decades, the GuamOver the past three decades, the Guam Power Authority (GPA) has chang
toto the development of theto the development of the tourism industry, the implementationto the development of
withwith the Navy, and the growith the Navy, and the growth of itswith the Navy, and the growth of its resid
millionmillion kilowatt hours of electricity were consumed by 32,353 users. By 1999,million kilowatt hours of e
consumptionconsumption more thanconsumption more than doubled, with a total of 1,711.5 millionconsumption n
users.

AsAs an auAs an autonomousAs an autonomous agency, GPA became the first within the Government of G
favorablefavorable bonfavorable bond rating ffavorable bond rating from Moody's, Fitch, and Standard & |
refinancing ofrefinancing of existing 1992 andrefinancing of existing 1992 and 1994 series bonds on the market.
bondbond rating from BBB negative to BBBbond rating from BBB negative to BBB stable. The refinancingbond ra
dollar savings on interest payments.

InIn order to meet the growing need for expandedin order to meet the growing need for expanded services (i.e., De
GPAGPA entered into Energy Conversion AgreemeGPA entered into Energy Conversion Agreements toG
constructed,constructed, or refurbished constructed, or refurbished and operateconstructed, or refurbished and ¢
purchapurchasepurchase commitments under each of the three agreements, which have 20-year terms. In 19pu
power purchases totaled $24 million.

DuringDuring fiscal yearsDuring fiscal years 1998 and 1999, GPA completed severalDuring fiscal years 1998 an
onon improving system reliability and service.on improving system reliability and service. on improving sys
installationinstallation of new tinstallation of new transmission lines for Piti-Harmon, Cabras-Piti, San Vitore
Agat-Umatac.Agat-Umatac. In addition, new substAgat-Umatac. In addition, new substations wereAgat-Um:
transmissiontransmission and distribution line extensions wetransmission and distribution line extensions wertransm
projects in Iha, Matagua, Pigua and on Chamorro Land Trust property.

GPAGPA will be installing a fuel-switching device thatGPA will be installing a fuel-switching device that woul
sulfursulfur oil to low-sulfur fuel oil, at an estimated sulfur oil to low-sulfur fuel oil, at an estimated cossulfu
consentconsent decree in a civil action filed in October 1996, by the Environmental Protectioconsent decree il
againstagainst GPA for operating its Cabras-Piti generating facilities in violation of theagainst GPA for operating i
consent decree was signed by EPA and GPA on February 24, 1999.

Telecommunications

GuamGuam possesses the most advancedGuam possesses the most advanced telecommunications infrastructure
PacificPacific Region. Pacific Region. The island sits at the nexus of thePacific Region. The island sits at the nexus
withwith more terminatinwith more terminating cwith more terminating cable connections than anywhere
telecommunications hub for numerous international providers.

The Guam Telephone Authority (GTA) wasThe Guam Telephone Authority (GTA) was created as an autonomo
ofof Guam twenty-seven yearsof Guam twenty-seven years ago. With island wideof Guam twenty-seven years ag
locallocal telephone service provider. GTA s system is implicitly redundant and providlocal telephone servi
routingrouting shouldrouting should damage occur torouting should damage occur to any part of its fiber-optic loof
areasareas and much cheaper than similar sized serviceareas and much cheaper than similar sized service areas. Ef
GTAGTA as a means of spurring Guam s full integration into the GTA as a means of spurring Guam s full int
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TheThe existing government structure The existing government structure oThe existing government structure
industryindustry dominated by private companies that have the resources to meet therequirements ofrapidly
changing technology.

AsAs aAs a result of the Telecommunications ActAs a result of the Telecommunications Act of 1996, Guamwas
Structure.Structure. As partStructure. As part of the North American Numbering Plan, long distance ratesStructur
nownow average between 5 and 30 cents pernow average between 5 and 30 cents per minute, depending on thenow
DueDue to increasingDue to increasing competition and the entranceDue to increasing competition and the entran
lessless expensive. less expensive. Currently there are 7 companies that offer long distanceless expensive. Currentl
carrcarrierscarriers carriers of cellular service. Some companies, which provide consolidated services for land |
mobilemobile and Internet services offer incentive plans. mobile and Internet services offer incentive plans. Curre
access to local residents with rates based on usage varying from $5 to $30 a month.

Itslts particular global positionlts particular global position allows data packets to makelts particular global positior
ootherother partsother parts of the world. The Tycom Network telecommunications cable station facility provid
supportsupport for the TyCom Global Network, allowing traffic tsupport for the TyCom Global Network, allo
beyond.beyond. The National Space Development Agency of Japan (NASDA) has also completed
construction of a $10 million tracking station to receive launch vehicle data in Guam.

Guam sGuam s political and economic stabilityalso provides an attractive environment for establishing call
and sales centers and telecommunication gateways.

Guam sGuam s educational institutions and private enterpGuam s educational institutions and private enterp
prepare an educated and tech-savvy workforce for the immediate and distant future.

TheThe initiatives of the past decade have been designed to further Guam s The initiatives of the past decad
telecommunicationstelecommunications hub in the Pacific.telecommunications hub in the Pacific. Whitelecc
capabilitiescapabilities provide the basis forcapabilities provide the basis for international giants like MCI and A
island,island, there is significant room for expansionisland, there is significant room for expansion in this industr
AmericanAmerican companiAmerican companies into American companies into Pacific Rim areas (i.e., Vietn
China), Guam is a prime location for firms that rely heavily on advanced telecommunications.

Federal Government

TheThe federal government plays a leading roleThe federal government plays a leadingrole in the economic affair:
governmentgovernment expenditures totaled $908 million ingovernment expenditures totaled $908 million i
were expended for wages and salaries, $176 million were awarded aswere expended for wages and salaries, $17
$75%$75 million were in direct payments to individuals, $219 million were for$75 million were in direct payment:
millionmillion were tomillion were to paymillion were to pay for retirment and disability. The U.S. Postal Service
the Department of Justice contributed $6.3 million in wages and salaries to the Guam economy.

TheThe largest federal expenditure on Guam is for military operations. For fiscal year 2001, tThe largest 1

DepartmentDepartment of Defense's expenditure on Guam was approximately$461 million.Department of Defens
ofof 6.9 percent from its fiscal year 2000 expenditureof 6.9 percent from its fiscal year 2000 expenditure of $431 mi
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areare a 38% decrease from its 1993 expenditure ofare a 38% decrease from its 1993 expenditure of $748are a 38¥
thethe Department of the Defense, $221 million was expended on wages andthe Department of the Defense, $221 1
werewere expendedon procurement contracts. Federal incomewere expended on procurement contracts. Federal
ofof $47.8 million to the Government of Guam for fiscal year 2001, a decline of 6.6 percent from the

$51.2 million that was remitted to the Government of Guam for FY 2000.

TheThe American military hasThe American military has maintained bases on Guam since the turn of the centur
ofof World War Il, Guam became the site of major naval and air force facilities inof World War 11, Guam became
defensedefense commitments in the Asia-Pacific region. In Fiscal 1993, military expenditurdefense commitmse
amountedamounted to $748 million, making the defenseamounted to $748 million, making the defense
expendituresexpenditures and employment. In that year active militarexpenditures and employment. In that y
10,600 with another 11,400 dependents living on the island.

SincSinceSince 1993, Since 1993, however, Guam has experienced a significant decrease in military activity be
withwith the Base Realignment and Closure Commission s (BRACC) recommenwith the Base Realignmet
BRACCBRACC '95 recommendedBRACC '95 recommended closure of the Naval Air Station (NAS), the Naval
(SRF),(SRF), the realignment (downsizing) of the Naval Activities Guam, the "di(SRF), the realignment (dowr
FleetFleet and Industrial Supply Center, and the reassignment of naval air units, formerly slatedFleet and Indus
transferred from NAS to Andersen AFB, to locations outside of Guam.

TheThe economic impact of these baseThe economic impact of these base closures, unit transfers, and scaleThe e
directdirect job losses of approximately 4,800 (i.e. 3,500 federal civilian jobs anddirect job losses of apy
positions).positions). In termspositions). In terms of lost income, cumulative current dollar losses to the positions)
thethe period 1996-1999 has beenthe period 1996-1999 has been ethe period 1996-1999 has been estimated ai
closureclosure & Realignment Recommendations for BRAC '95, Draft Final Report, April 1995:46-54). In

terms of the rapidity of job loss, more than 60 percent of the jobs wereterms of the rapidity of job loss, more that
the balance being lost in the following two years.

ConsideringConsidering indirect job losses relatedConsidering indirect job losses related to BRACC actions (i.e., tf
ofof of direct job income losses), it is estimated that another 2,011 jobs were lost, bringingof direct job incon
declinedecline in local jobs todecline in local jobs to 6,800. The loss of 6,800 direct and indirect jobs is verydecline
whenwhen considering that many of these jowhen considering that many of these jobs were hwhen considering
positions,positions, and that the cumulative number of jobs lost is equivalent topositions, and that the cumulative
Guam's total workforce.

WhileWhile the impact on the economy in the short-term haswWhile the impact on the economy in the short-term |
andand toand to the Government of Guam managers faced with major revenue losses, in the long- run military
downsizingdownsizing may result in the kinds of concrete local actiondownsizing may result in the kinds of
sectorsector development (e.g., income tax rsector development (e.g., income tax reformsector developmen
increasedincreased public sector fiscal discipline coupled with the upgradiincreased public sector fiscal disci
limitinglimiting the growth of limiting the growth of payrolllimiting the growth of payrolls and number c
facilitatefacilitate the transition of Guam s economy to one morefacilitate the transition of Guam s economy to or
favorable disposition of land and other assets now held by the military.

Inin support of a continuing military presence, governin support of a continuing military presence, governmi
MarchMarch 2001, a white paper March 2001, a white paper calMarch 2001, a white paper calling for a
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StructureStructure Redistribution in the Asia-Pacific RStructure Redistribution in the Asia-Pacific RegStructul
whitewhite paper, which was prepared bywhite paper, which was prepared by the Guam Chamber of Commerce, w
endorsementendorsement of alarger military presence. Alsoendorsement of a larger military presence. Also due
locationlocation to serve as a staging base and operating location for mobilizing U.S. mlocation to serve as a st
equipmentequipment within the Western Pacific, there is evidence equipment within the Western Pacific, thet
includingincluding the appropriation by the U.S. Congress in 1999including the appropriation by the U.S. Congre
projectsprojects on Guamprojects on Guam and the decision of the U.S. Defenseprojects on Guam and the decision
powered submarines on Guam.

Compact Impact

AnotherAnother major issue affecting federal-territorialAnother major issue affecting federal-territorial relation
byby the Freely by the Freely Associby the Freely Associated States (FAS) citizens of the Marshall Islands,
Micronesia,Micronesia, and Palau. The CompactMicronesia, and Palau. The Compact of Free Association of 19
thethe relationship between the Unthe relationship between the United Statesthe relationship between the Un
immigrationsimmigrations of FSM and Marshalls citizens into theimmigrations of FSM and Marshalls citizens ir
TheThe Palau CompactThe Palau Compact (P.L. 99-958),The Palau Compact (P.L. 99-958), which contains an ic
TheseThese agreements enable citizens fromThese agreements enable citizens from these island states to enter Gi
occupations.occupations. Guam s resident population,occupations. Guam s resident population, as a result of th
approximately 33,000 persons between 1987 and 2002.

TheThe Compacts, as approved, included the authorization of funds to cover the costs of increased
demademandsdemands placed on educational, health and social services by in-migration from the FAS. dema
GovernmentGovernment of Guam s preliminary Fiscal YearGovernment of Guam s preliminary Fiscal Year 2002
bebe $26.9 million. Inbe $26.9 million. In contrast, Guambe $26.9 million. In contrast, Guam received for FY
aa Congressional appropriation. Since the initial implementation of the Compaca Congressional appropriatiol
incurredincurred by the Government of Guam for the period of FYincurred by the Government of Guam for the
TheThe total amountThe total amount appropriated by Congress for Compact Impact reimbursementThe total amc
ofof Guam for the same period is $45,0f Guam for the same period is $45,089,4340f Guam for the same pe
education,education, health aneducation, health and social serviceducation, health and social services to FAS ci
million.

TheThe Government of Guam filed a court action in 1996 seThe Government of Guam filed a court action in
impact of the Compact. impact of the Compact. In 1997, the Federal District Court of Guam issued animpact of
DepartmentDepartment of Interior to provide an annual report as required by statDepartment of Interior to prov
DOIDOI to addressDOI to address the financial impact of the Compacts on Guam, the CNMIland Hawaii. U.S. Pt
LawLaw 106-504 Section 2 negaLaw 106-504 Section 2 negated the CouLaw 106-504 Section 2 negated the C
jurisdictionsjurisdictions to directly report to the Secretary of Interior the impactjurisdictions to directly report
political jurisdiction.

Local Government
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Guam is an organized, unincorporatedGuam is an organized, unincorporated territory of the US, which means th:
lawslaws do not automatically applytolaws do not automatically apply to the island. laws do not automatically app
GuamGuam is considered to be a duty free port. On the other hand, federal bankGuam is considered to be a du
lawslaws and regulations apply to Guam, with some exemptions to addresslaws and regulations apply to Guam, wi
geographical and social circumstances.

TheThe Organic Act of Guam provides for three branches of government: executive, legislative and

judicial judicial. The Governor heads the Executive Branch. Until 1970, the Govejudicial. The Governor

appointedappointed by the President of the United States. Since the November 1970 election andappointed by the
19711971 inauguration, the Governor1971 inauguration, the Governor and1971 inauguration, the Governorand the
Inln 2002, the Honorable Felix P. Camacho and the Honorable Kaleo S.In 2002, the Honorable Felix P.
GovernorGovernor and Lieutenant Governor. The Governor is responsible for implementing aGovernor and Li
federalfederal laws pertaining to Guam. He oversees thefederal laws pertaining to Guam. He oversees the functio
the Executive Branch.

Guam'sGuam's Judiciary system consists ofGuam's Judiciary system consists of one Federal District Court, the Sug
newlynewly established Supreme Court newly established Supreme Court of Guanewly established Suprem
appellateappellate cases were heard by the Appellate Division of the Federal Diappellate cases were heard by
beforebefore the Federal Ninth Circuit Court of Appeals. Since July 26, 2000, the Supreme Court of Guam

hashas assumed appellatehas assumed appellate jurisdiction over lower local courts. The President ofhas assumed
thethe consent of the Senate, appointsthe consent of the Senate, appoints thethe consent of the Senate, appoints the
term.term. This Court hasterm. This Court has jurisdiction over casesterm. This Court has jurisdiction over case
hashas authority over all cases arising under the lawhas authority over all cases arising under the laws of Gu
traffic, probate, civil and lands registration issues.

GuamGuam has a unicameral legislature. AsGuam has a unicameral legislature. As a result of a plebiscite voteGl
waswas reduced from 21 to 15. As well as making laws for the island, senators are responswas reduced from
appropriating funds from the General Fund for government operations and other public purposes.

GuamGuam also has a non-voting delegate to the U.S. House of Representatives. Although precluded
fromfrom vfrom voting on the floor of Congress, Guam s delegate does serve and vote in thosefrom votil
committees and subcommittees of which the delegate is a member.

GuamGuam elected its firstGuam elected its first PublicGuam elected its first Public Auditor in November 2000 as
servesserves a four-year term and is responsible for auditing all trserves a four-year term and is respor
departmendepartments,departments, offices, corporations, authorities, and agencies of the Government of Guar
result of P.L. 25-44, Guam also elected its first Attorney General in November 2002.

TheThe The Organic AThe Organic Act provides that Guam s income tax "mirror” the federal income
consequence,consequence, the Guam income tax law is basicallyconsequence, the Guam income tax law is basical
GovernmentGovernment of Guam. As required by Section 30 ofGovernment of Guam. As required by Section 30 0
collectedcollected from military personnel and other federalcollected from military personnel and other federal ¢
GovernmentGovernment of Guam. In addition, GuamGovernment of Guam. In addition, Guam is freeGovernmer
aa four percent tax on Gross Business Receipts froma four percent tax on Gross Business Receipts from retail sales,
and liquid fuels.
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TheThe United States Tax Reform Act of 1986 included a provision for Guam to develop its own
incomeincome tax code. The Act mandates that such a code must provide protection against double
taxation,taxation, fraud and tax avoidance and evasion. Thetaxation, fraud and tax avoidance and evasion. The (
inin May 1990, and succeeded by the Guam Finanin May 1990, and succeeded by the Guam Finance Commi
systemsystem for Guam. system for Guam. In Decembersystem for Guam. In December 2000, the Guam Finar
GuamGuam Legislature, and no further action hasGuam Legislature, and no further action has been taken on delink
Internal Revenue Code .

TheThe projected combined revenues and sources of funding for the Government of Guam GeThe projected combing
totaledtotaled $338 million for Fiscal Year 2001totaled $338 million for Fiscal Year 2001. totaled $338 milli
periodperiod left aperiod left a deficit of $146 million for the year.period left a deficit of $146 million for the year.
forfor the past four years, moving from a surplus of $52.6 million at the end of FY1990 to a deficit of

93.5 million at the end of FY1995. This deficit has been financed by:

%l borrowing from revenues in future years,

%l internal borrowing from special funds and government agencies,

%l bond issuance and loans, and

%l delayed payments to vendors.

AccordingAccording to the Bureau of Budget and Management Research, a $72 milliAccording to the Bureau
being projected forbeing projected for Government of Guam revenues duringbeing projected for Government of
budgetbudget for FY2003 is estimatedbudget for FY2003 is estimated at $464 million, which includes retireebudg
thethe Government of Guam Retirement Fund. Revenue collections for 2003 are estimated at $392

million.

SeveralSeveral Several cost cutSeveral cost cutting and revenue generation policies are being pursued by th
ExecutiveExecutive branches. Cost cutting measureExecutive branches. Cost cutting measuresExecutive branches.
publicpublic holidaypublic holidays, tepublic holidays, termination of unclassified employees, imposition of a :
salarysalary reduction) for approximately 4,000salary reduction) for approximately 4,000 government employees
reductionreduction of 10% in the appropriation level for allreduction of 10% in the appropriation level for all entitie
andand the transfer of General Fund employeesand the transfer of General Fund employees to positions funded un
toto reduce expendituresto reduce expenditures include: the consolidation ofto reduce expenditures include: the cor
services;services; government wide reduction of salaries by ten percent andservices; government wide redu
RevenueRevenue generating policies being implemented include: increases in tobacco and alcohol excize
taxes,taxes, ataxes, an increase intaxes, an increase in Guam's Gross Receipt Tax from 4 percent to 6 percent &
industriesindustries uncorrelated withindustries uncorrelated with tourism and military spending. The overallindt
thethe communitythe community resulting fromthe community resulting from these cost cutting and revenue enha
ofof this writingof this writing ;but are expected to bring aboutof this writing ;but are expected to bring about fiscal
a gross receipts tax to a sales tax isalso in active discussion among policy makers.

Agriculture

AAsAs of SeAs of September 2002, Guam s agriculture sector employed 300 people out of a workforce of
54,760.54,760. The number54,760. The number employed in 2002 is up54,760. The number employed in 2002 i
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250250 people each quarter. In comparison to 2001, it is250 people each quarter. In comparison to 2001, it is a d
agriculture sector during September and 410 people were employed in December.

InIn FY2000, the production value for fruitsin FY 2000, the production value for fruits and vegetables totaledin FY
thethe top five cropswere long beans (the top five crops were long beans ($233,503),the top five crops were long bean
tomatoestomatoes (tomatoes ($64,321tomatoes ($64,321), and small hot peppers ($62,983). The number of
declineddeclined 50 percent from FY 1999 when 220 total acresdeclined 50 percent from FY 1999 when 220 total ¢
waswas used forwas used for bananas (34 acres), eggplant (30 acres),was used for bananas (34 acres), eggplant (30 &
watermelon (20 acres).

PublicPublic Law 15-18, authorizingPublic Law 15-18, authorizing the Department ofPublic Law 15-18, authori
LeaselLease Program, was repealed in 1993 with the implementation Lease Program, was repealed in 1993 wit
ThereThere are currently 57 leases comprising 574There are currently 57 leases comprising 574 acres being leased &
areare under cultivationare under cultivation simultaneously). Publicare under cultivation simultaneously). Publi
certaincertain farm equipment from private vendors for agricertain farm equipment from private vendors for a
tilling, mowing, etc.).

A nine-memberA nine-member Agricultural Board of CommissionersA nine-member Agricultural Board of Cor
toto review andto review and make recommendations regarding zoning, pest control, preparationto review and ma
developmentdevelopment plan,development plan, agricultural loans, and related matters. One major objective of
eradicationeradication of theeradication of the melon fly in Guam.eradication of the melon fly in Guam. The eradi
restrictionsrestrictions with other countries. Other marestrictions with other countries. Other major plarestr
upgradinupgradingupgrading the Artificial Insemination Program; development of irrigation systems; and seel
alternativealternative property for land-leasalternative property for land-lease farmers.alternative property for
agricultural development for everyone involved in agriculture.

Aquaculture

AquacultureAquaculture represents a part ofAquaculture represents a part of the economy that still has great untaj
economy.economy. The aquaculture economy. The aquaculture indueconomy. The aquaculture industry is re
demonstrationdemonstration farm having been established in 1973. demonstration farm having been established in
and since that time, the industry has grown significantly despite numerous obstacles.

OverQOver the past fiveOver the past fiveyears, aquaculture production by private commercial farms has focused on
andand Milkfish. However,and Milkfish. However, a significaand Milkfish. However, a significant increase i
newnew interenew interest new interest in aquaculture opportunities. Commercial farming of shrimp was re-¢
1991,1991, as a result 0f1991, as a result of the initiation of post-larvae production1991, as a result of the initiatic
andand Training Center. Post-larvaeand Training Center. Post-larvae shrimp sales to commercialand Training C
1999-2000.1999-2000. Taking into accounta mortality rate 0f1999-2000. Taking into accounta mortality rate of 53
amounted to $675,000, representing a 41.3 percent increase over 1994 sales of $355,600.

Guam sGuam s current commercial aquacultGuam s current commercial aquacultuGuam s current comme
approximatelyapproximately 100 acres currently under production. Activity byapproximately 100 acres currently u
hashas increased significantly in thehas increased significantly in the past five years with nearly a dozenhas increase
CatfishCatfish producing cultCatfish producing cultureCatfish producing cultured species for sale through rest
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markets.

TheThe estimated value of Guam s aquaculture production in 1998 totaled $1.7 The estimated value of Gue
operationoperation ofoperation of the Guam Aquaculture Development and Training Center, the valueoperation of
commercialcommercial aquaculture farmscommercial aquaculture farms already exceeds thecommercial aquacultt
commercial),commercial), further emphasizing the potential role and importancommercial), further emphasi:
economyeconomy.economy. Curreconomy. Current estimates indicate the island imports approximately $12 n
annually.annually. Production from the aquaculture industry annually. Production from the aquaculture in
imports.

AA recently formed private group of farmers is currently writing by-lawsA recently formed private group of fammer
calledcalled the Guam Aquaculture Growers Associatcalled the Guam Aquaculture Growers Association. ce
operativeoperative to increase sales and to lobby for less stringent permittingoperative to increase sales and to lob
agriculture power and water rates for aquaculture activities.

TheThe worldwideThe worldwide market for ornamental fish has been estimated to be approximately $4.5The worl
thethe US share estimated at $500 million. The culturing of ornamental tropical fthe US share estimated at $5(
cleanclean industry utilizing renewable resources with little environmental risk. Although technologyclean industr
culturedcultured marine ornamental species is just being developed, a few popucultured marine ornamental
Clownfish and the Neon Goby have been commercially cultured on Guam for several years.

Fisheries

CommercialCommercial opportunitiesCommercial opportunities in theCommercial opportunities in the area of sr
trolltroll fishing and (2) chartertroll fishing and (2) charter boat fishing operations. Catch rates for trolltroll fishir
accountedaccounted for most of the island's recorded fisheries harvest. Thereaccounted for most of the island's recor
participateparticipate in this activity. During Fiscal Year 2000 ,participate in this activity. During Fiscal Year 2000.
comprisedcomprised the bulk of thecomprised the bulk of the 98.3 metriccomprised the bulk of the 98.3 metric tons
thethe totalthe total offshore catch decreased significantly, posting an 82 percent decline.the total offshore catch
YearYear 2001, catchesYear 2001, catches from trolling significantly increased over the FY 2000 level with 336Ye
caught.caught. Catches from trolling comprise 67.6 percent of thecaught. Catches from trolling comprise 67.6 pe
harvesting in FY 2001.

Inln 2001, over 1.1 million visitors to Guam were recorded. Of this In 2001, over 1.1 million visitors to Guan
participatedparticipated inparticipated in charter boat fishing as an optional tour. It is estimated that these touristsp
expendituresexpenditures of $2.3 million to the charterexpenditures of $2.3 million to the charter boat fleet. In adt
boatsboats were sold in local markets, with proceeds accruing to the vessels and their crews. Charter boat

fishingfishing represents a profitable enterprise,fishing represents a profitable enterprise, and is a valuedfishing rep!

FisheriesFisheries related incentives provided by the GoveFisheries related incentives provided by the G
exemptionexemption of $.14 per gallon for diesel fuel and $.15 perexemption of $.14 per gallon for diesel fuel an
commercialcommercial fishing. Incommercial fishing. Inaddition, full-timecommercial fishing. Inaddition, full-
Gross Receipts Tax.
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TheThe Guam Fishermen's Cooperative Association was established as a nonprofit 0The Guam Fishermen's Co
2525 years ago in 1977 to aid fishermen in promoting and marketing their catch.25 years ago in 1977 to aid fisher
relatedrelated to the Cooperarelated to the Cooperative wrelated to the Cooperative were just over $1.5 millic
governmentgovernment leagovernment lease for one acre government lease for one acre of land adjacent to the
lease is one dollar.

GuamGuam presently serves as a major transshGuam presently serves as a major transshipment and pGuat
operatingoperating in the Western Pacific.operating in the Western Pacific. Two primarytypes of fishing vessels, p
utilizeutilize Guamutilize Guam for a variety of operations. Direct and indirect fishing vessel activities include, bu
notnot limited to: fueling; provisioning; unloading; air and sea transshipment; net and vessel repairs;

crewcrew repatriation; medical care; and warehousing. In 2001, crew repatriation; medical care; and warehou
9,3499,349 metric tons, posting a 16.4 percent decrease from the 2000 figure 09,349 metric tons, posting a 16.4 |
declinedecline in longlinedecline in longline tunadecline in longline tuna transshipments is a direct result of licensil
ofof Micronesiaof Micronesia (FSM) that require tuna caught within its Exclusive Economic Zone toof Micronesi
andand transshipped from FSM. Longline tuna is fresh tunaand transshipped from FSM. Longline tuna is fresh
GuGuam'sGuam's Commercial Port for air transshipment to Japan for the lucrative sashimi markGuam's
TransshipmentTransshipment activities aTransshipment activities areTransshipment activities are Transshipment ac
of-callof-call to Guam by longliners numbered 1,993 in of-call to Guam by longliners numbered 1,993 in 200:
were made by Japanese flag vessels (1,072).

Construction

TheThe construction inThe construction industry acThe construction industry accounted for a significant share
early 1970s. Construction receiptsearly 1970s. Construction receipts accounted for approximatelyearly 1970s. Cc
Guam'sGuam's grosGuam's gross business rGuam's gross business receipts during this period. Following the ec
1970s, construction receipts fell 40 percent from $109 million in 1974 to $64 million in 1976.

ConstructionConstruction was once again on the upswing inConstruction was once again on the upswing in 19
inin May 1976. Over $200 million in federal funds were authorized for typhoon relief and
reconstructionreconstruction of damaged military, civilian andreconstruction of damaged military, civilian and go
millionmillion in defense construction projects were completed during fiscal year 1978, as compared with
approximatelyapproximately $48 million during the previous two-year period. Construction rapproximately $4
estimated $75 million in calendar year 1977 and $111 million in 1978.

Inin 1993, Guamin 1993, Guam's building sector again began to grow with the opening of several new tou
facilities,facilities, including the 448-room Hyatt Regency Hotelfacilities, including the 448-room Hyatt Regencyt
thethe Holiday Inn ($60 million);the Holiday Inn ($60 million); 381-room Leo Palacethe Holiday Inn ($60 million);
room Leo Palace Resort ($600 million).

Inln 1995, the US Departmentin 1995, the US Department of Defense put out to bid moreln 1995, the US Departm
projects.projects. Over 300 family housingprojects. Over 300 family housing units were scheduled to be built at /
costcost of $56 million. Ocost of $56 million. Other projecost of $56 million. Other projects included: a hangel
materialmaterial storage facility ($14.8 milmaterial storage facility ($14.8 million)material storage facility
development center on Andersen ($2.9 million); and a storage facility ($5.2 million).
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TheThe number of building permitsThe number of building permits being issuedThe number of building permits be
ofof 2,554 building permits were issued. The number of construction permits iof 2,554 building permits were
YearYear 2001 was 1,030, a decrease of 19 percent from theYear 2001 was 1,030, a decrease of 19 percent f
numbernumber issued in FY 2001 wasnumber issued in FY 2001 was also a decreasenumber issued in FY 2001 wa
inin FY 1999. The value of permits issued in FY 2001 was $117 million; a din FY 1999. The value of permi
million issued in FY 2000 and $174 million issued in FY 1999. Of the building permits issued in

FYFY 2001, mostFY 2001, most were for new home construction (26 percent). The value of these permits was $2
million.million. While new commercial construction only represented less than one percentmillion. While new c
issued,issued, the value of new commercial construction was $23.6 miissued, the value of new commercial cor
significantsignificant construction was the Goversignificant construction was the Governmentsignificant constructic
TheThe number of persons employed in the construction industry correspoThe number of persons employed in
DecemberDecember 2001, 2,810December 2001, 2,810 persons were employed in the construction industry, a dect
inin comparision to 3,950 person employed during December 2000. It is also a further decline from

the 4,890 persons who were employed in the construction industry during December 1999.

ForFor For FY 2000, the US Senate passed a military construction appropriation for Guam. For FY 2(
constructionconstruction package, totaling $103 million,construction package, totaling$103 million, included $8.:
NationalNational Guard RNational Guard ReadinNational Guard Readiness Center; $17.5 million for the Army
$8.9%$8.9 million for closure 0f$8.9 million for closure of the Andersen$8.9 million for closure of the Andersen Air |
ElementaryElementary DODEAElementary DODEA School;Elementary DODEA School; and$24.3 million for tr

DuringDuring the period frDuring the period fromDuring the period from 1986 to 1997, foreign-owned compa
industry.industry. Foreign contractorsindustry. Foreign contractors enjoy favorable currency exchange rates and rr
employment-regulationemployment-regulation laws. Untiemployment-regulation laws. Until 19employment-r
mainlymainly because of cheap alien labor broughtmainly because of cheap alien labor brought into Guam under
programprogram known asprogram known as theprogram known as the H-2 program. The H-2 program allows non-
notnot available locally to not available locally to be enot available locally to be employed temporarily. In 1997
aa a series of increases in the minimum wage to be paid to H-2 workers in the construction traa series of incre
TheseThese increases doubled previous wageThese increases doubled previous wage rates. WhileThese increases
inin the construction trades, this move is expected to increase construction costs by as min the construction tra
percent over and above other increases stemming from rising prices for construction materials.

Tourism

Guam sGuam s visitor industry has grown dramatically since its inception moreGuam s visitor industry has growt
itsits relativelyits relatively brief history, tourism clearly is Guam s leading economic sector, accounting forits rel;
60%60% of the government s annual revenues and providing60% of the government s annual revenues and provic

Inln 1967, Guam s first yeln 1967, Guam s first yealn 1967, Guam s first year of tourism, approximately 6,6(
visitorvisitor arrivals surpassed the million mark, grew by another 25% in 1995 visitor arrivals surpassed the millic
millionmillion in 1997. Late in that year, a million in 1997. Late in that year, a fatal Koreamillion in 1997. Lz
Asian-Pacific economy, suddenly brought to a halt the momentum of Guam s tourist industry.

ToTo mitigate the downside effects of declining tourist arrivals,To mitigate the downside effects of declining t
joinedjoined joined forces to augment promotional efforts in Japan, Korea, Taiwan, and other target marketsjo
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WithWith the gradual recovery ofWith the gradual recovery of Guam s majorWith the gradual recovery of Guam s
to steadily rebuild visitor arrivals to over 1.2 million in 2000.

Recently,Recently, Guam s hotel room inventory has experienced both losses and additions, with the closure

ofof the 197-room Tropicana Hotel and the 334-room Sherwood Hotel, and the openings of the
OutriggerOutrigger Guam Resort, Pacific Islands Club expansion, Guam Garden Villa,Outrigger Guam Resort, Pa
NewNew Century Hotel, for a net gain of 369 units. As the weakened Asian economies brought a
reductionreduction in visitor arrivals throughout the region,reduction in visitor arrivals throughout the region, the
atat 59% in late 1997, and has since climbed to an average of 70% despite anat 59% in late 1997, and has since cli
hotelhotel inventory. Guam s hotel room inventory currehotel inventory. Guam s hotel room inventory curr
ranging from $40 - $195 per night.

ForFor nine straight years,For nine straight years, visitor arrivals to Guam have surpassed theFor nine straight ye:
visitorvisitor arrivals increased annually between 1997 and 2000, theyvisitor arrivals increased annually between 1
arrivalsarrivals have struggled in the midst ofarrivals have struggled in the midst of a worldwide economic slump, c
11,11, 2001 terrorist attack on the World Trade Towers, the invasion of Afghanistan by the United
StatesStates and its allies,States and its allies, the war with Irag, and the fury of Typhoon Chataan andStates and its a
in 2002.

Initially, the outlook for 2001 was positive for an increase in Initially, the outlook for 2001 was positive for an incr
11" attack on the World Trade Tower, tourist arrivals were up 4.7 percent for attack on the World Trade Tower, |
20012001 in comparison to the same period in 2000.2001 in comparison to the same period in 2000. Instead,2001
droppeddropped fromdropped from 1,286,807 arrivalsdropped from 1,286,807 arrivals in 2000 to 1,159,071 in :
laglag in 2002, surpassing 2001 arrivals waslag in 2002, surpassing 2001 arrivals was promising until all gainslag ir
SuSupertyphoonSupertyphoon Pongsona slammed into Guam. As a result, tourist arrivals fell an additionSup
percent from the 2001 level to 1,058,121 arrivals in 2002.

Ininall, 90% of all visitors to Guam are from Asia,In all, 90% of all visitors to Guam are from Asia, within all, 90¢
neigneighborineighboringneighboring Pacific islands and other areas. Visitors from Japan comprise the large
Guam sGuam s market mix with 80% of all arrivals to Guam. Guam s marketGuam s market mix with 80%
roughly from 5.6roughly from 5.6 percent to 2.98 percent of the Japanese tourist market of 16.8 millionroughly
travelers.

Inln 2000, visitorsin 2000, visitors from Korea almostin 2000, visitors from Korea almost doubled with 87,070 visi
ThisThis year heralded the first upswing in arrivals since the KAL crash in August 1997 which had
haltedhalted all visitors from Korea. This markethalted all visitors from Korea. This market continues to growhal
arrivalsarrivals which includearrivals which include outbound travel restrictions designed toarrivals which include
limitedlimited airline seating capacity. limited airline seating capacity. Korea'slimited airline seating capacity.
inin significant increases in Korean tourist arrivals. Korean visitor arrivals grew 3 percent in 2001

withwith 89,655 visitors. Korean visitor arrivals in 2002 jumped 43 percent with 89,655 visitors. Korean vi
128,307128,307 visitors. Visitors128,307 visitors. Visitors from Koreal28,307 visitors. Visitors from Korea cc
an increase over the 8 percent in 2001.

VisitorVisitor arrivalsVisitor arrivals inVisitor arrivals in 2003 are anticipated to further decline as a result of Ame
isis based uponis based upon Guam’'sis based upon Guam's experience when the United State entered into the Per
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andand travel among Japanese visitors radically declined roughly 37 percent during theand travel among Japanese
WithWith theWith the onset of new military war actions during March 2003, travelWith the onset of new military
andand have declined. The extent and length of U.S.militarand have declined. The extent and length of U.S.r
whetherwhether the whether the decline will be long or short term. Further impacting visitor arrivals is pc

instabilityinstability in the region caused North Korea's actions. Tourists from the Guam's Korean Market are
most impacted by their actions.
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Roads

Guam sGuam s road networkGuam s road network is just Guam s road network is just under 1,000 miles |
classified as non-public. Ofclassified as non-public. Of the 550 miles of public roads, approximately 144 miles
primary and someprimary and some secondary roads. There are about 222 miles of streets andprimary and some
collectorcollector roads on Guam. The primary road network is paved. In thecollector roads on Guam. The primar
80 percent are paved.

TheThe Guam 2010 Highway Master Plan calls for capital investmentsThe Guam 2010 Highway Master Plan calls
highwayhighway system estimated to cost $470 million over the next two decades. A large portiohighway syste
fundingfunding tofunding to construct and maintain these highway improvements will come from bond issues bacl
byby fuel taxesand vehicleby fuel taxes and vehicle registrations. For the year 2000, the Department of Public Wo
thethe completionthe completion of $19 million in federally funded and $7.9 millionthe completion of $19 million |
projectsprojects included the widening and reconstruction of Route 3 in Dededo ($6projects included the

rehabirehabilirehabilitationrehabilitation of Route 1 in Tamuning ($7 million), and the reconstruction of Govern
CamachoCamacho Road and Farenholt Avenue in Tamuning ($7.9 million). In general,Camacho Road and Fa
system is overcrowded, but adequate.

GuaGuamGuam has 35 bridges, most of which are located in central and southern Guam. In 1995, Guam ha
bridgesbridges were observedbridges were observed to be in fair condition however, an updated surveybridges we
thethe Guamthe Guam Department ofthe Guam Department of Public Works. Three bridges in the capital city of |
areare in neeare in need of replacement. They are not designed to meet increased military heavy equiare in n
traffic.traffic. They must also be upgradedtraffic. Theymust also be upgraded to meet the Army Corps of Enginee

Seaport Facilities

TheThe Port Authority of Guam's Commercial Port was initially established in MarchThe Port Authorityof Guam's
ofof the Guam Department of Commerce. It was originally locateof the Guam Department of Commerce.
propertyproperty within Inner Apra Harbor. In 1966, the Commercial Port became a separate department of
thethe Govethe Government of Guam; and in October 1975, the Commercial Port was renamed thethe Go
Authority of Guam (PAG) and reestablished as a public corporation and autonomous agency.

GGuam'sGuam's port Guam's port is a major transshipment center for the Western Pacific. It is equipped 1
containerized,containerized, break-bulk, and tuna cargo. Presently, ten shipping lines serve the Port Authority,

providingproviding service to Hawaii and the U.S. mainland, the Far East,providing service to Hawaii and the U.S
thethe "Jothe "Jones Act" restricts shipping between Guam and other U.S. ports to U.S. registeredthe "Jones

CurrentlyCurrently only CSX Lines (formerly Sealand) and Matson (which took over American Currently only
Lines)Lines) service U.S. ports fromLines) service U.S. ports from Guam. Because theLines) service U.S. ports fr
toto be a serious impediment to trade within the region, the Government of Guam is seeking an

exemption to the Act from the U.S. Congress.

PAGPAG serves vessels from around the world. In FY 1999, approximately 350 foreign-flagged cargo

vessevesselsvessels and 1,919 foreign-flagged fishing vessels called on Guam's port. The majority of thesves
fishingfishing vessels were Japanese and Taiwanese Ifishing vessels were Japanese and Taiwanese longlifist
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advantageadvantage of the island s proximiadvantage of the island s proximityadvantage of the island s proxit
provided by Guam's highway system and the Guam International Air Terminal.

PAGPAG currently maintains three containerized cargo berths with depths of 38 feet. ToPAG currently maintair
berths,berths, the port utilizes three 40-ton gantryberths, the port utilizes three 40-ton gantry cranes. For larger carg
isis used. To support its cargo activities, the port also maintains a 26.5-acre container yard. In

FY 1999, more than 1.9 million tons of cargo moved through the port.

WhileWhile many Asian seaportsWhile many Asian seaports are overcrowded with limited potential for growth,V
positionposition for expanding its present port facilities throuposition for expanding its present port facilities tt
excessexcess federal lands. In order to help Guam meet it responsibilitiesexcess federal lands. In order to help Gue
AuthorityAuthority of Guam has developed a master plan thatAuthority of Guam has developed a master plan that v
newnew deep-water cargo pnew deep-water cargo piers, new deep-water cargo piers, upgraded fisheries faciliti
industrial park, and cruise-ship facilities.

Inln addition to its current and expansion plans, the port has identified a waterfront location with a

draftdraft of 60 feetdraft of 60 feet -- ideal fordraft of 60 feet -- ideal for installing a deep-water pier using the mo
addition, plans are underway to expand the existing fisheries facilities to includeaddition, plans are underway to
ofof warehouses, ice plants,of warehouses, ice plants, an auction house, net repair facilities, and other support se
fishing fleet.

Airport Transportation

SinceSince 1945, allSince 1945, all civilian air trafficarriving and departing from Guam have used the naval airfiel
facilitiesfacilities at Naval Air Station (NAS), Agana. Infacilities at Naval Air Station (NAS), Agana. In1974, a
thethe Navy and the Guam Airport the Navy and the Guam Airport Authority (Gthe Navy and the Guam Air
runway, runway, taxiway, and aircraft rescuerunway, taxiway, and aircraft rescue and fire fighting facilities.runway
also transferred 68 acres of land in the northeastern corner of the base to Guam.

ForFor many years, theFor many years, the Government of GuamFor many years, the Government of Guam has peti
ownership.ownership. The 1993 Base Reuse andownership. The 1993 Base Reuse and Closure Commissionownge
OctoberOctober 14, 1994, theOctober 14, 1994, the Department of Defense issued a Notice ofOctober 14, 1994,
majormajor portions of NAS to be surplus property. major portions of NAS to be surplus property. Having met th
toto as Tiyan, was deeded to the Government of Guam in Septemberto as Tiyan, was deeded to the Goverr
involvedinvolved in the transfer, 1,417 acres fall under the purview of the Guam Intemational Airport
Authority, which operates the Antonio B. Won Pat Guam International Air Terminal.

TheThe terminal, originallyThe terminal, originally built inThe terminal, originally built in 1982, experienced an i

19951995 with 1,653,3271995 with 1,653,327 passengers. 1995 with 1,653,327 passengers. In 1999, the airport hat
ToTo meet Guam s current and projected air transport needs, the island iTo meet Guam s current and projec
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million in an ambitious expansion and renovationmillion in an ambitious expansion and renovation program that
turned the old air terminal into a state of the art facility.

TheThe net effect of this expansionThe net effect of this expansion increased passenger processing from itsThe ne
passengerspassengers to 5,000 passengers per hour, easily accommodpassengers to 5,000 passengers per hour
presently services more than eight international air carriers thatpresently services more than eight international ai
connectingconnecting Guam to all majorconnecting Guam to all major citiesin the Pacific and Asia. The airport a
carriers, which in 1999 moved more than 33,167 metric tons of cargo.

Inln addition to the terminal In addition to the terminal expansioln addition to the terminal expansion projec
facilitiesfacilities to civilian use marked a major milestone for Guam and created a wealth of aviation-related
opportunities. Among other facilities, the prime properties connected to civilian use include:

%I 207,212 sq. ft. of aircraft hangar space;

%I 92,120 sq. ft. of cargo and commuter terminal facilities;
%I 92,800 sq. ft warehouse; and

%I 67,006 sq. ft office building.

TheThe Airport Authority continues with capital improvement projects suchThe Airport Authority continues with ¢
andand the upgrade of the Commuter Terminal Building to enhance its capacityand the upgrade of the Commuter
runwaysrunways willrunways will providerunways will provide the opportunity to expand air service to accommaoc
flights to the U.S. Mainland for both passenger and cargo aircratft.

Retail and Wholesale Sector

Guam'sGuam’s retail and wholesale sectorsGuam'’s retail and wholesale sectors are components of Guam s econom
byby the growth of tourism and lifestyle improvements. In the last two decades, these sectors have
developeddeveloped remarkably. In 1999, theyemployed 13,660 persons out of a total employment of 60,340
(22.6(22.6 percent). While by March 2002, employment within thes(22.6 percent). While by March 2002, er
personspersons out of a total employment of 55,910, the percent of people emppersons out of a total employme
increased to 23 percent.

ApproximatelyApproximately 25%Approximately 25% to 40% ofApproximately 25% to 40% of Guam s retail s
touristtourist spending, on average, $5tourist spending, on average, $560 shopping wtourist spending, on ave
Commerce'sCommerce's survey, a typical Japanese tourist in 1995Commerce’s survey, a typical Japanese tourist in .
normallynormally stayed 4.3 days and spent 51% of their expenditurnormally stayed 4.3 days and spent 519
contributedcontributed tocontributed to high retail and wholesale receipts. Due to Japan s economiccontributedtof
thethe average local spending of the Japanese visitor dropped to $573 in 1998 the average local spending of the Ja
inin 2000. However, the average local spendingin 2000. However, the average local spending ofin 2000. However,
aa general increasea general increase in trend: a general increase in trend: for Korea - $435in 1998, $449in 1999, $
inin 1998,in 1998, $310 in 1999, $630 in 2000. Evenin 1998, $310 in 1999, $630 in 2000. Even though the averag
declined,declined, their expenditures significantly impact Guam s retail sales as the comprdeclined, their e
majority of Guam s tourist market.

Furthermore,Furthermore, the military and otherFurthermore, the military and other temporary residents (i.e., cont

34



States)States) contribute substantial ly tStates) contributesubstantiallytoStates) contribute substantially to States) col
purchases on durables while on the island.

AsAs an economic sector, which complements the tourist industry and respondsAs an economic sector, which con
ririsingrising strising standard of living, this sector is expected to play an important role in Guam in the coming
years.years. Because of its years. Because of its syears. Because of its supportive and reactive nature, however,
income generator.

Financial Institutions

TheThe Seventeenth Annual Report of the Banking Commissioner (latest available) has listed the
followingfollowing licensed financial institutionsfollowing licensed financial institutions on Guam for 1999: foll
banks;banks; twobanks; two (2) territorial banks; five (5)banks; two (2) territorial banks; five (5) foreign banks; tv
(3)(3) off-shore lending(3) off-shore lending facilities and twenty-five (25) finance(3) off-shore lending facilities
ofof all of these financial institutions domiciled on Guamof all of these financial institutions domiciled on Guam a:
a slight decrease from the previous year s total of 3.8 billion.

TheThe systemThe system of the U.S.The system of the U.S. State and Federal banking regulations is known as tt
ThisThis system allows both theThis system allows both the State (i.e., Territorial) and Federal governmentsThis s
banks.banks. Federal regulatorsbanks. Federal regulators incbanks. Federal regulators include the Federal R
companies,companies, and the Office of the Comptroller of the Currency, which charters and regulates national
banks.banks. Inbanks. Inaddition, the Federal Deposit Insurance Corporation (FDIC) serves as the insurerbanks.
nnationalnational and state-chartered banks. National banks are automatically members of the Federnationa
Reserve and must be insured by the FDIC as are the two territorial banks.

DepositsDeposits for all financial institutionsDeposits for all financial institutions totaled $2,070.2 million asDep«
.11.11 percent over $2,164.5 million as of December 1998. Tota.11 percent over $2,164.5 million as of De
$3,164.9%$3,164.9 million, a slight decrease of .089 percent over the December 1998 figu$3,164.9 million, a
million.

Investment Incentives

TheThe Government of Guam offersThe Government of Guam offers variousThe Government of Guam offers var
domesticdomestic domestic anddomestic and domestic and foreigndomestic and foreign domestic and foreign busine:
notnot kept pacenot kept pace with changes in international trade and commerce. Efforts arenot kept pace with ch
addressaddress this situation in order to develop a Guam investment incentives pacaddress this situation in orde
effectively compete with investment incentive packages offered by other major domiciles.

Historically, Historically, Guam s status as a duty free port allowedHistorically, Guam s status as a duty free pc
manufacturing.manufacturing. Guam is a participant in two majormanufacturing. Guam is a participant in tv
manufmanufactmanufacturing,manufacturing, namely, Headnote 3(a) of the U.S. Tariff code and the Genera
PreferencePreference (GSP). For Guam to benefit from either of the two programs, it would havePreference (GSP
industryindustry whereinindustry wherein the product normally has a high duty in the importing countryindustry v
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costscosts are considerablycosts are considerably lower than in the country to which itcosts are considerably lowe
HeadHeadnotHeadnoteHeadnote 3(a) have resulted in the program being less attractive to domestic and
establishmentsestablishments that led to theestablishments that led to the demise of the light manufacturing sector
areare underway to review these changes and encouare underway to review these changes and encourage ar
program back into viability.

TheThe Qualifying Certificate (QC) Program, administered by the GuamThe Qualifying Certificate (QC) Prograr
Commerce Authority, allows tax rebates to qualified investors. QCs for tax incentives are granted

to investors for businessto investors for business ventures on the basis of investment commitmentto investors fol
employment.employment, expandingemployment, expanding the island semployment, expanding the island s indt
tourismtourism development firms, manufacturers, insurance comptourism development firms, manufacturers,
insuranceinsurance companies, Guam-based trusts, teinsurance companies, Guam-based trusts, telein
commercialcommercial fishing,commercial fishing, transshipment companies and recycling companies. Qualifie
bebe granted up to 75 percent incomebe granted up to 75 percent income tax rebates for amaximum of 20 years;k
ofof real property tax for a maximumof real property tax for a maximum of 10 years; up to 75of real property ta
forfor a maximum of 5 years;for a maximum of 5 years; and abatement onfor a maximum of 5 years; and abatemer
a maximum of 10 years.

InIn the caseln the case of insurance, reinsurance and captive insurance companies, as well as Guam-basedIin the cas
tthethe benefits are 100 percent rebate of corporate income taxes for twentyyears; 100 percent abatement

ofof premiums taxes; and 1000f premiums taxes; and 100 percent rebate of shareholders dividendsof premiums t
years but can be extended for an additional 20 years.

Recently,Recently, the Guam Foreign InvestmentRecently, the Guam Foreign Investment Equity Act passed by the
thethe U.S. Tax Treaty rates with Guam withholding tax rates reduced to treaty the U.S. Tax Treaty rat
RestrictionsRestrictions in the law prohibit application of the Act to Restrictions in the law prohibit appli
Certificate.

AsAs a meaAs a means ofAs a means of reducing the tax burden and simplifying tax reporting requireme
bubusinesses,businesses, the Dave Santos Small Business Enhancement Act was adopted in 1997. The acbt
reformedreformed Gureformed Guamreformed Guam s Gross Receipts Tax filing requirements by exemptin
$50,000$50,000 of annual$50,000 of annual rental income, and exempting the first $50,000 0f$50,000 of annual
from retailing services and other rental activities.

Planning and Economic Development Activities

Inln March 1990, Guamin March 1990, Guam Public Lawln March 1990, Guam Public Law 20-147 created the !
transferredtransferred the responsibility for a Comprehensive Dewvtransferred the responsibility for a Comprehe
Statistics and Plans (BSP). The Comprehensive Development Plan:

Serves to guide the physical, social, and economic growth and development of the island;
ReflectsReflects the goals andReflects the goals and aspirations of the people of Guam as they relate to lar
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infrastructure,infrastructure, social infrastructure, economic development;infrastructure, social infrastruct
living desired by the people;

ExpressesExpresses the policy requirements andExpresses the policy requirements and directives sought
ofof achieving rational and balancedof achieving rational and balanced physicalof achieving rational and
and sustains the present and future livelihood of the island s people.

TheThe BSP is respoThe BSP is responsible for The BSP is responsible for the development of a Guam Con
incorporates four (4) major components, and are outlined as follows:

LandLand Use CLand Use ComponLand Use Component (i.e., Land Use, Public Facilities, Housing,
Reserves,Reserves, Community Design, Public Buildings, Public Reserves, Community D
Safety Hazard Mitigation and Regulations);

PhysicalPhysical InfraPhysical InfrastrucPhysical Infrastructure Component (i.e., Transportation, Publ
Capital Improvements);

SocialSocial InfrastructurSocial InfrastructureSocial Infrastructure Social Infrastructure ComponSocial Infre
Humanities, and Public Safety);

EconomicEconomic Strategy Component (i.e., Economic Development, Integrated (i.e., Economic Develc
Finance, and Tourism).

Inln 2000, the former Guam Planning Council received updated status reports onln 2000, the former Guam Planning

TheThe Guam Integrated Solid Waste Management Plan a comprehens a comprehensive study a ci
the management of the island s solid waste and methodology for disposalthe management of the island s
Guam Environmental Protection Agency.

TheThe Department of EducatioThe Department of Education 10-year The Department of Education 1(
schools,schools, inclusive of design types, throschools, inclusive of design types, througschools, incl
enrollmentenrollment projections for the next 10 years; and an aggressive maintenaenrollment projectic
public educational facilities on Guam.

TheThe Guam 2010 Highway Master PIThe Guam 2010 Highway Master Plan  a short and long
improvementimprovement of Guam s thoroughfare system, concerns related to the completimprovement of
and timelines for each project identified in the plan.

TheThe Port Authority of Guam Master Plan a comprehensive study of Guam s only
commcommercialcommercial seaport with analyses and recommendations related to the current marl
existing port conditions, existing land use, and forecasts and demand-capacity.

B. MAJOR ISSUES
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State of the Regional Economy and Causes of Guam's Current Economic State

TheThe core components of Guam's Economy have shifted since the early 60s aThe core components of Guarr
below.below. Tourism now contributes more revenues, employment andbelow. Tourism now contributes more re!
sector of the Guam economy.
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Core Components of Guam's Economy

Major Revenue Source 1960s 2002
Tourism 20% 60%
Military/Federal 75% 30%
Other 5% 10%

FollFollowingFollowing a prFollowing a prolonged period of investment-driven growth through the 1980 s ant
duringduring which the private sector overtook the public sectorduring which the private sector overtook th
employmentemployment and output in Guam droppedemployment and output in Guam dropped significantly inen
into the 21st century.

GuamGuam has seenGuam has seen a precipitous drop in revenues from three major sectors of theGuam has seen a|
industryindustry has contracted as a result ofindustry has contracted as a result of terrorism, the persistent weaknes
disasters,disasters, and the condisasters, and the continuingdisasters, and the continuing uncertainties in
expendituresexpenditures are only now experiencing a slow rebound from post-military downsizing levels of past
years.years. years. Other areas of the economy have not grown because of limited diversification, Guam s
geographicgeographic and physical limitationgeographic and physical limitations, ageographic and physical |
peoplepeople working and paying taxes. There are approximately 5,000 fewer jobs today than in 1999.people worki
anan island community of some 155,000an island community of some 155,000 people, thisan island community
mainland of nearly 20,000 people losing their jobs.

As a result of the drop inAs a result of the drop in the three major sectors of the economy, totalAs a result of the
droppeddropped 49% from $dropped 49% from $6dropped 49% from $660 million in the mid-1990 s to an es
conditioncondition has led to very serious shortcomings in thcondition has led to very serious shortcomings in
majormajor concerns in public safety,major concerns in public safety, health, education and employment.major c
shownshown below, paintshown below, paint an equally dismal picture. Reduction in government expenditures f
pace with the island s shrinking economy.

Island Revenue Picture

($ Millions)
Economic Indicators % Change FY'02 FY'00 FY'96
Gross Island Product (12%) $3000 $2900 $3400
Gross Receipts Taxes (36%0) $119 $148 $185
Hotel Occupancy Taxes (40%0) $15 $20 $25
Military/Federal Expenditures 9% $200+ $222 $177

ContributingContributing to this slumpContributing to this slump were the downsizing activities causedContributi
andand 1995 Base Realignment and Closure Commission (BRACC)and 1995 Base Realignment and Closure Cc
implementationimplementation of theimplementation of the A-76 Circular directives for outsourcing. Inareporty
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GovGuamGovGuam Steering Committee, aGovGuam Steering Committee, a broad summary of impacts were ic
3,0503,050 active duty personnel and 1,645 civilian jobs; the3,050 active duty personnel and 1,645 civilian jobs
$81$81 million between 1994 and 1999 (i.e., $48.2 million in accumulated loss$81 million between 1994 and 19
andand $32.5 milland $32.5 milliand $32.5 million in lost civilian income receipts); and aggregate island payroll dec
inin 1999, of $123.4 millionin 1999, of $123.4 million per annumin 1999, of $123.4 million per annum due to acf
annumannum due to civilian employment losses. Theseannum due to civilian employment losses. These &
employmentemployment further exacerbated Guam s already growing unemployment rate, which reached 15.3
percentpercent in July 2000. Correspondingly, the unemployment rate forpercent in July 2000. Correspondingly,
U.S. national unemployment rate was 4.2 percentU.S. national unemployment rate was 4.2 percent for the same
rate as of Marchrate as of March 2002 was 11.4% however, overrate as of March 2002 was 11.4% however, ovi
ages of 18-59 years were not in the labor force.

AsAs noted previously, in an efAs noted previously, in an effort to incrAs noted previously, in an effort 1
ChamberChamber of Commerce prepared a white paperChamber of Commerce prepared a white paper entitled, F
PacificPacific Region: Guam sPacific Region: Guam s Potential Role. Endorsed by ChamberPacific Region: Gt
thethe Legislature and Congressional Delegate, thisthe Legislature and Congressional Delegate, this document w:
officialsofficials in March 2001.officials in March 2001. The white paper itemized Guam s assets relative to mil

Strategic Location
Guam sGuam s strategic location is the primary asset it contributesto U.S. defenseGuam s strategic locatic
standingstanding geopolitical value to the U.S. remains unchanged asstanding geopolitical value to the U.S
thethe Asian Rim for air and naval operational units and forthe Asian Rim for air and naval operationa
underunder U.S. sovereignty,under U.S. sovereignty, Guam provides greater security for overtunder U.S. si
any location west of Hawaii.

Land Remains Available
TheThe post-BRACC configuration has leftThe post-BRACC configuration has left considerable acreage
inin Apra Harbor, the Naval Station, the Ship Repair Facility, thein Apra Harbor, the Naval Station, the Sf
Communications Facility, Andersen Air Force Base, northwest Field, Andy South, etc.

Unencumbered and Secure Air and Sea Space
TheThe Marianas, as a whole, provides an area of approximately 500The Marianas, as a whole, provides
and maneuvers which is relatively free of political constraints and human encroachment.

Favorable Economy
AdvantagesAdvantages of U.S. currency and tax system; lower cost-ofAdvantages of U.S. currency and
costs;costs; considerable off-base housing available at reasonable rents; largecosts; considerable off-base
construction of new rental units off-base by local contractors.

Infrastructure in Place
MilitaryMilitary fuel lines,Military fuel lines, docks, runways,Military fuel lines, docks, runways, roads,
regiregionalregional Naval Hospital, commissaries, and exchanges all remain largely intact andregiona
availableavailable despite BRACC downsizing. Sierra and other major piers remain opavailable despi
AirfieldsAirfields at Northwest Field (Guam), Rota and Tinian areAirfields at Northwest Field (Guam), R
GuamGuam or aircraft carriers. Existing civil roads, an internGuam or aircraft carriers. Existing civil
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facilitiesfacilities are available to support wartime or military facilities are available to support wat
schools,schools, includingschools, including aschools, including a high school, provide primary and seconc
programsprograms by Troy State University, Oklahoma State University, and the University of
Maryland,Maryland, along with residentMaryland, along with resident programs at University of Guam, off
education.education. Considerable local and DODeducation. Considerable local and DOD housing is in
StationStation and AndyStation and Andy South if needed for additionalStation and Andy South if needec
ofof new civilian fiber-optic cable syseof new civilian fiber-optic cable sysemsof new civilian 1
communications nexus.

Positive Social and Legal Climate

GuamGuam isGuam is a slice ofGuam is a slice of America in the far Pacific. U.S. laws prevent all the prc
withwith Status of Forces Agreementswith Status of Forces Agreements or foreign legalwith Status of Fo
fastfast food, shopping mall culture ffast food, shopping mall culture familiar to Ufast food, shopping
developeddeveloped the infrastructure (i.e., hotels, developed the infrastructure (i.e., hotels, redevelop:
accommodateaccommodate over 1.8 milliaccommodate over 1.8 millionaccommodate over 1.8 milli
patriotic,patriotic, tolerant and friendly. Chamorros are now more receptive to the returnpatriotic, tolerant
personnelpersonnel than at any pointpersonnel than at any point since World War I1.personnel than at any
inin recent yearsin recent years(e.g., K-Mart, Pleasure Island, more tourist attractions,in recent years (e.g., k
andand the islandand the island is the closest to U.S. living standards of any place inand the island is the cl
of naval personnel on Guam is 50% higher that the Navy s average retention rate.

Inln addition to the deleterious effects of reln addition to the deleterious effects of receln addition to the dele
tourismtourism and hotel occupancy taxes, the economic damagetourism and hotel occupancy taxes, the economic
SuperSuper Typhoons Paka, Chataan and PongsonaSuper Typhoons Paka, Chataan and Pongsona haSuper Tyf
development.development. Fordevelopment. For Super-Typhoon Pongsonaalone, over $300 Million in damagesd
by Guam's commercial sector.

External Trends and Forces

AsAs part of the Guam s economic fate is notAs part of the Guam s economic fate is not only tied to the United St
byby the regional economic downturn that eventually led to the disastrous Asianby the regional economic downtu
inin 1997-1998. Theisland s unemployment rate, which hoveredin 1997-1998. The island s unemployment rate, v
toto 10% in 1997, and then surpassed 15% in 1999 andto 10% in 1997, and then surpassed 15% in 1999 and 20C
ththethe effthe effects of the Asian Economic Crisis, the struggle to recover will be hampered by recent
economiceconomic setbacks in the United States and Japeconomic setbacks in the United States and Japan. ect
biggestbiggest single market for the region s exports) has become increasingly lessbiggest single market for the r
NationsNations Economic and Social Commission for Asia and the PacifiNations Economic and Social Commi
toto declareto declare that its 2001 forecast for a 6.0 percent GDP expansion for Asia s developingto declare that i
tootoo optimistic. Whileno one istoo optimistic. While no one is predicting another regional crisis, and the U.S. slo
to be short-lived,to be short-lived, theto be short-lived, the current economic performance of the U.S. and Japan
the region s full economic recovery.
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Leading U. S. Trading Partners

(December 2002)
Country Name Year to Date Total (Billions)
Canada 371.39
Mexico 232.26
Japan 172.93
China 147.22
Germany 89.11
United Kingdom 74.12
Korea 58.17
Taiwan 50.59
France 47.43
Italy 34.38
Singapore 31.01

Note:Note: The valuesshown are for imports and e xports added together.Note: The values shown are for importsand exports added toge
exports. Source: U. S.Census Bureau

TheThe U.S. exports far more across theThe U.S. exports far more across the Pacific than across theThe U.S. expo
benefittedbenefitted greatly from selling to the Americanbenefitted greatly from selling to the American market.
rolerole in the midst of this vast Asian-Pacific trading zone. In this rerole in the midst of this vast Asian-P:
advantages:

Location
TheThe higThe high and rising cost of locating offices in Tokyo, Hong Kong, Taipei or even somThe
majormajor cities in China, may help to influence corporate decision-makers to consider Guammajor cities
aa location for their regional offices. Rapid technological progressa location for their regional offices. Rapit
mademade possible the location of offices outsidemade possible the location of offices outside of industria
seek to locate regional offices in politically stable environments.

Geo-Political Status
AsAs a U.S. territory, Guam is strategically close to Asia wAs a U.S. territory, Guam is strategically ¢
umbrella that its U.S. ties convey.

Cultural Bridge Between East And West
PeoplePeople in Guam are in a better position to understand how Asians thinkPeople in Guam are in a
manymany other Americans. Onmany other Americans. On the U.S.many other Americans. On the U.¢
hhashas been rehas been reached, it is settled. The Asian approach is more evolutionary. An agreemelr
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representsrepresents acommitment to engagerepresents acommitment to engage in further negotiations. A
betweenbetween the thousands ofbetween the thousands of pages in the North American Freebetween the th
the eight-page ASEAN Free Trade Agreement.

Proximity To Other Pacific Island Nations

Guam sGuam s relative proximity both economically and culturally Guam s relative proximity both e
provideprovide comparative advantages in dealing with the Pacific Islandprovide comparative adv
populatipopulationspopulations populations arepopulations are populations are tinypopulations are tiny popt
expanses,expanses, containing largely unexplored resources andexpanses, containing largely unexplored r
maymay well be that Guam can parlay a comparative advantage in demay well be that Guam can pa
islislandsislands and establish a niche for facilitating economic transactions, as well as serving islands a
knowledge and informationknowledge and information dissemination center forknowledge and informati
areas.

U.S. Currency Standard
TheThe use of the U.S. dollar and banking system lends a sense of confidence and stability to

Guam sGuam s financial sysGuam s financial systemGuam s financial system and simplifies busin
overseas.

U.S. Legal Standards

TheThe application of U.S. federal standards generally provides the assuranceThe application of U
suggesting the international competitiveness of Guam s goods and services.

Favorable Business Climate
Guam sGuam s businessGuam s business climateGuam s business climate includes the absence of taxes
legallegal and legal and judiciallegal and judicial system (U.S. based), and a full array of community
professional and technical services expected of a U.S. jurisdiction

Additional Competitive Advantages
Advance telecommunications technology
Airline hub for the Western Pacific
Transshipment Center
HighHigh level ofHigh level of infrastructure support including office,High level of infrastructure support ir
facilities
Lower costs compared to major Asian business centers for corporate based offices.
Duty-free port
Absence of taxes on foreign trade
Liberal investment incentives program

DespiteDespite these advantages, however, Guam is still a small island territory with a smallDespite these adva
whichwhich is highlywhich is highly dependent on international markets. This situation makeswhich is highly dept

vulnerablevulnerable to adversevulnerable to adverse developments in its closest overseas markets. vulnerable to &
include:

Inadequacy of Infrastructure
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Inadequacylnadequacy of infrastructulnadequacy of infrastructure (i.e., plnadequacy of infrastructure (
needneed for technological impneed for technological improvements muneed for technological impr
businessbusiness community asbusiness community as well as investors have identified inadequate infrastr
drawbackdrawback to attractingdrawback to attracting outside investment to Guam. For Guam sdrawback
isis a need notis a need not only to address inadequacies of theis a need not only to address inadequacies
technologies especially in the areas of telecommunications and environmental protection.

Off the Main Routes
ForFor fishing, shipping and allied industries, GuamFor fishing, shipping and allied industries, Guam is not
This provides for some inertia against the development of these markets.

Lagging Social Services
RelativeRelative to the U.S. and developed countries is Asia, Guam sRelative to the U.S. and developed c
areare far below standard.are far below standard. Educational and skill levels of Guam sare far below stanc
sufficient for the needs ofsufficient for the needs of asufficient for the needs of a growing and diversifyin
healthhealth services adversely affect overseas health services adversely affect overseas investorhealth
regional corporate base.

Lack of Land and Low-Cost Labor
GuamGuam cannot compete inGuam cannot compete in industriesGuam cannot compete in industries that
costcost labor. cost labor. In combination with improved education and training, Guamcost labor. In combi
onon export industries thaton export industries that produce highquality, technologicallyon export industrie

U.S. Tariff Regulation
GuamGuam is subject to the U.S. minimum wage law and regulated shipping tariffs, which reduce
Guam s wage and international shipping competitiveness, especially when compared with
neighboring Asian countries.

Restrictive local laws

LocalLocal regulation for some sectors,Local regulation for some sectors, Local regulation for some se
and inhibit overseas investment in those sectors.
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_TEN STRATEGIC INITIATIVES TO STABLIZE AND GROW GUAM'S ECONOMY

TheThe new Administration has developed "Ten Strategic Initiatives to StaThe new Administration has deve
Economy"Economy" and "Six-point Action Framework onEconomy" and "'Six-point Action Framework on Ten St
focusfocus and priority for local efforts and will guide federal assistance andfocus and priority for local
StabilizingStabilizing and growing the economy to improve quality of lifeStabilizing and growing the econom
overall goal. The Ten Strategic Initiatives are:

%I Promote tourism agressively;

%I Fix water and landfill problems;

%I Increase military presence;

%I  Outsource GovGuam services;

%I  Consolidate and refinance GovGuam debts;

) Improve revenue management and enhancements;
%I Fix retirement abuses;

%I Create Tumon Bay Improvement District;

%l Promote Guam's regional hub potential; and

%I Reorganize GovGuam's structure.

TheThe Strategic InitiativesThe Strategic Initiatives wereThe Strategic Initiatives were developed to address the i
toto provide a strategy that will stabilize and grow the economy. It is aimed at restorto provide a strateg
government sgovernment s revenue base from a debilitated $340 million to the $660 migovernment s revenue
1990 s. Key challenges associated with this goal are:

%I Reinvigorating tourism receipts;

%I Facilitating more military activity; and

%I CreatingCreating employment opportCreating employment opportunitCreating employment o
military segments of the economy.

Six-point Action Framework on Ten Strategic Initiatives

AA Six Point Action Framework was also developed as a platform from which immediate aA Six Point Actic
would be taken as follows:

1. PromotPromotePromote toPromote tourism aggressively and fix our Guam product. Target mat
Japan,Japan, Korea, China/Asiaand military R&R personnel will be agressively pursued in oJapan, Korea
toto generate immediate cash income and diversify our visitor marto generate immediate cash
Improvemenlimprovementimprovement Districtimprovement District will be created to restore destinati
of $2 billion in island income.

2. Increalncreaselncrease Increase military presence and uncorrelated regional employment oppt

MilitaryMilitary presence will be increased to provide immediaMilitary presence will be increased
produceproduce a more stable and permanent revenue base. Guam s regional advantages will also
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bebe promotbe promoted to cultivate the development of industries uncorrelated with tourism and the
militarymilitary in order to provide incremental income, diversify employment opportunities, and
broaden the tax base.

ReorganizeReorganize the governmentReorganize the government of Guam sstructure. This strateg
andand streamline departmentsand streamline departments and agencies inand streamline departments anc
and to improve services and interagency coordination.

Improvelmprove revenue managementlmprove revenue management andlmprove revenue manage
toto consolidate andrefinance existing debt into consolidate andrefinance existing debt in order to improve
debtdebt management. debt management. An interdepartmental core teamdebt management. An interdep
entitlementsentitlements in orderentitlements in order to provides cost savings andentitlements in order to
vendors,vendors, and improve federal grants management and accountability. Retirement fund
abusesabuses will also be addressed in order to generateabuses will also be addressed in order to ge
financial security of retirees.

FacilitaFacilitateFacilitate immediate capital improvement expenditures. GWA and Ordot Lanc
problemsproblems will be fixed and spending ofproblems will be fixed and spending of $82 million inidle f
improvementimprovement and otherimprovement and other operational projects will be expedited inimpr
other legal issues, improve the quality of life, stimulate construction activity, and improve

our investment image.

FacilitateFacilitate GWA privatizationFacilitate GWA privatization and outsourcing initiatives. Gu:
DepartmentDepartment of Corrections and Department of YoDepartment of Corrections and Departme
governmentgovernment functions, maintenance and servicesgovernment functions, maintenance and s
reliabilityreliability of services, reduce cost of government, and convert tax consumingreliability of services
producing enterprises to expand the island s tax base.

Guam Economic Recovery and Development Team

ToTo implement the Ten Strategic Initiatives and the Six Point AcTo implement the Ten Strategic Initiati
CamachoCamacho has appoinCamacho has appointed a GuaCamacho has appointed a Guam Economic Recov
privateprivate individuals andprivate individuals and government officials. Team members and their specificpriva

%l
%l
%l
%I
%l

%l

HonorableHonorable Felix P. Camacho, Governor of Guam, Chairman and responsible for GovGuam

and federal relatons.

HonorableHonorable Kaleo S. Moylan, Lieutenant Governor ofHonorable Kaleo S. Moylan, Lieutenant Gc
Overall Coordination and Implementation

GeraldGerald S.A. Perez, Administrator, GEDA ViceGerald S.A. Perez, Administrator, GEDA Vice Chairt
and Regional Business Opportunities

DavidDavid Tydingco, PrDavid Tydingco, President, David Tydingco, President, Guam Hotel and Rest
Visitors Bureau responsible for Tourism Marketing and Product Improvement

PaulPaul LeonPaul Leon Guerrero, Director, Bureau of BudgetPaul Leon Guerrero, Director, Bureau of Bl
GovGuam Reorganization

BerthaBertha DuBertha Duenas, Special Assistant for Fiscal Affairs responsible for Revenue & D
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Management and Retirement Fund Reform

%I FredFred Castro, Administrator,Fred Castro, Administrator, Guam Environmental Protection Agency resp
Landfill Solution and Immediate Capital Spending

%I JeffreyJeffrey Jones, Guam Chamber of Commerce and ViJeffrey Jones, Guam Chamber of Comn
responsible for GWA Privatization and Outsourcing Initiatives

Additional Additional resources willAdditional resources will come fromAdditional resources will come from an
privateprivate and military sectors which willprivate and military sectors which will be selected to advise the ecc
as needed and the following GovGuam agencies:

Guam Economic Development Authority
PromotesPromotes investment inPromotes investment in entrepreneurialPromotes investment in entrepren:
ofof revenue bonds; to invest funds in an enterprise of revenue bonds; to invest funds in an ente
agriculture,agriculture, industry, hospital facilities, housing, commerce and tourism; to make loans to
non-profitnon-profit cooperative associations. Acts as thenon-profit cooperative associations. Acts as the
forfor agencies requiring financialfor agencies requiring financial guidance and assistance through bonds ¢

Bureau of Statistics and Plans
Facilitates the creation ofFacilitates the creation of a comprehensive planning process thatFacilitates the
developmentdevelopment development ndevelopment needs of the island. The agency also ensures
policies,policies, and programs, through assessment of each individual scheme apolicies, and programs,
overall comprehensive development plan.

Guam Visitors Bureau
PromotesPromotes visitor satisfactPromotes visitor satisfactiPromotes visitor satisfaction with Guam as
growthgrowth and maintenance of the visitor industry. Encourages and supportsgrowth and maintenance
ofof local residents in job opportunities in the tourism industry; and local actof local residents in jc
programsprograms that enhanceprograms that enhance Guamprograms that enhance Guam as an attractive
handicrafts,handicrafts, and local cultural activities. Assists in the development of adequate touhandic
facilities and attractions. Develops visitor statistics.

Bureau of Budget and Management Research
ProvidesProvides guidelines to the various agencies and depaProvides guidelines to the various agenc
policypolicy execution, financial management and technical assistance. Provides guidance to the
Governor on policy development, program coordination, planning and budgeting matters.

Department of Revenue and Taxation
EnforcesEnforces local tax laws and the collection of revenues generated from tEnforces local tax lav
leviedlevied on Guam. DRTalso protects thegeneral public from unethical and/or unfairlevied on Guam. |
practicespractices through the enforcement of local and federal licensipractices through the enforcement of lo
laws.

Department of Administration

ProvidesProvides administrative, fiscal and policy direction for execution of gProvides administrati
supportsupport services. support services. The department ssupport services. The department s fiscal resp
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revenuesrevenues for obligations and investments, proper govenrmental accounting and computer
technical and consultation services.

ACTION PLAN AND PROJECTS

TheThe Comprehensive Economic Development Strategy will beThe Comprehensive Economic Development St
ofof a series of specific projectsof a series of specific projects. Thesof a series of specific projects. Thes
objectivesobjectives ofobjectives of the Six Point Action Plan and to meet both near and longer termobjectives of tt
economy.economy. Each project was evaluated against EDA's Investment economy. Each project was evalu

Guam's needs.
EDA Policy Investment Guidelines

The following are EDA's Policy Investment Guidelines criteria:

1. TheThe proposed investments are market-based. The inves The investme The investment should c:
community scommunity sunique regional assets and strengths community sunique regional assets and strer

business investment.

2. TheThe proposed investments are proactiveThe proposed investments are proactive in nature and scope. Tt

anandand and advance innovation and increased productivity. It should enhance a community s
success in achieving a high and rising standard of living.

3. TheThe proposed inveThe proposed investThe proposed investments look beyond the immediate

economic changes, and diversify the local and regionaleconomic changes, and diversify the local and reg

bebe part of an overarching, long term regional strategy that inbe part of an overarching, long term
industryindustry clustersindustry clusters and developing emerging, new clusters. Investments should

conditions for sustained productivity.

4, The proposed investments maximizeThe proposed investments maximize the attractionThe proposed inv

nnotnot othenot otherwise come to fruition absent EDA s investment. EDA should serve as a unique

publicpublic sector source of venture capital to assist dispublic sector source of venture capital tc
wouldwould be at a distinct comwould be at a distinct competitive diwould be at a distinct competiti\
capitalcapital investmencapital investmentcapital investment capital investment incapital investment in capif

wage jobs.

5. The proposed investmentsThe proposed investments have a high probabilityThe proposed investments he

highhigh lhigh lehigh level of local matching funds; should have high degree of local political cap
(support);(support); should have significant commitment of human resources talent(support); shou

achievement; and should have strong local leadership.

6. TheThe proposed investments result in anThe proposed investments result in an environment where higher

created. The The jobs The jobs created or retained should have a higher than average wage and skill level

than that of the community.
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7. TheThe proposed investments maximize Return on Taxpayer Investment. Investments should
generategenerate a return for the taxpayer by attracting privategenerate a return for the taxpayer by attractin
thatthat promote regional prosperity through conthat promote regional prosperity through consum
economiceconomic development investments promote economic economic development investme
resources for building safe, healthy, and attractive communities; and minimize poverty.

TheThe projects are presented below in order of priority based upon anThe projects are presented below in order
of each project against EDA's Investment Policy Guidelines and against Guam's needs.

EDA Policy Investment Guidelines Criteria
|ICEDS PROJECT 1 2 3 4 ) 6 7 Total Priority
Repair MPS X X X X X X X 7 H
Solid Waste
Facility X X X X X X X 7 H
Money Manager X X X X X X X 7 H
Immigrant
Investor Prog. X X X X X X X 7 H
Domestic Fish
(Aqua) X X X X X X X 7 H
Captive
Insurance X X X X X X X 7 H
New Wharf X X X X X X 6 H
Transport and
Tranship. X X X X X X 6 M
Aviation Flight
School X X X X X X 6 M
Altern. Dispute
Center X X X X X X 6 M
Guam-based
Trusts X X X X X X 6 H
GIAA Cargo
Facility X X X X X X 6 M
Coop Marina X X X X X X 6 H
Hagatna
Revitalization X X X X X X 6 H
Tumon Drainage X X X X X 5 H
Incubator X X X X X 5 L
Tumon
Infrastructure X X X X X 5 H
Tumon Improve.
District X X X X X 5 H
Call Centers X X X X X 5 H

49



EDA Policy Investment Guidelines Criteria
CEDS PROJECT 1 2 3 4 5 6 7 Total Priority
Northern Ind.
Park X X X X X 5 M
Coop Building X X X X X 5 H
Regional
Software Supp. X X X X X 5 L
Flim Industry X X X X X 5 M
Telecom Training X X X X 4 M
Tiyan
Infrastructure X X X X 4 L
Flight Kitchen X X X X 4 H
Northwest
Parkway X X X X 4 L
Statistical Center X X X X 4 L
Multi-Purpose
Vessel X X X X 4 L
Agana Bridges X X X 3 H
Marine Drive
ByPass X X X 3 L
GWA Compliance
Projects X X 2 M
Light Rail 0 L
Priorities
High Priority:

Project Name:

Situation Statement:

Construction of New Wharf and Land Reclamation

TheThe BRAC decisionThe BRAC decision of 95 resulted in the closure of the formerTh
RepairRepair Facility wRepair Facility which was tRepair Facility which was to have
GuamGuam thereby increasing wharGuam thereby increasing wharf Guam thereby incre:
dedecideddecided to retain the lands, wharves and buildings associated with this facilidecide
duedue to the strategic value of Guam. In addition,due to the strategic value of Guam.
dredredgedredge the inner Apra Harbor to accommodate additional vessels in 2006.
ThisThis proposal is intended to createThis proposal is intended to create newThis proposs
GuamGuam to replace those wharves that will not be returnedGuam to replace those whar
additional wharf space will be available for Navy use.
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Objectives:

Project Description:

Anticipated impacts
and benefits:

Project Deliverable:

Timing and
Responsibilities:

Budget:
Project Name:

Situation Statement:

Objectives:

Project Description:

ConstructionConstruction of new wharfage totaling 2,900 lineal feet andConstruction of ne
ofof reclaimed land at the Commercialof reclaimed land at the Commercial Port of Guam u
Port Authority of Guam.

TheThe Port AuthoriThe Port Authority of Guam is devThe Port Authority of Guam
plansplans underplans under a grant from the Economicplans under a grant from the Econon
constructionconstruction of newconstruction of new wharfage totaling 2,900 lineal feet of sh
rodsrods anchored torods anchored to sheet pile dead-men, androds anchored to sheet pile d
atat the Commercialat the Commercial Port of Guam. Funding is needed forat the Comme!
and purchase and installation of cranes at the new wharf.

UponUpon completion of theUpon completion of the project, congestion at the Port woulc
roomroom for additionalroom for additional economic activity would be created, thereby ¢
additioadditionaladditional jobs. New wharf construction, especially in the proposed aa
whichwhich is characterized by deep water draft will also provide the U.S. Navy
withwith thewith the opportunity to utilize wharf facilitieswith the opportunity to utilize w
militarymilitary vessemilitary vessels military vessels such as aircraft carriers, that cann
even after Navy's dredging project is completed.

29002900 lineal feet of new wharf space; new cranes for cargo 0f2900 lineal feet of new
reclamation of 3000 lineal feet of land for industrial development.

ConstructionConstruction of the neConstruction of the new Construction of the new wha
within 36 months of receiving funding.

The project is estimated to cost $35 Million.
Tumon Business Improvement District

Guam sGuam s marketability as a tourist destination isGuam s marketability as a tourist
TumonTumon Bay whereTumon Bay where Guam s tourism resourcesTumon Bay where G
wellwell maintainewell maintained well maintained and attractive public spaces includir
roadways.roadways. Government of Guam cannot fundroadways. Govemment of Guam
raiseraise the standard of Tumon Bay. Since property owners within Tumon Bay
enjoyenjoy a direct economic benefit from the concentrated tourist busienjoy a direc
activitiesactivities in Tumon Bay, it is reasonable to expect property owners to
underunderwrunderwrite,underwrite, through a supplemental property tax assess
establishment and operation of a Tumon Business Improvement District.

CreCreateCreate a Tumon Business Improvement District Public Corporation wCreate a
shallshall supplement government maintenance and care of Tumon public spaces.

FundFund staff supFund staff support to develop legislation that identifiesFund sta
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Anticipated Impacts
and Benefits:

Project Deliverable:

Timing and
Responsibilities:
Budget:

Project Name:

Situation Statement:

Objectives:

Project Description:

Anticipated Impacts
and Benefits:

increaseincrease in propertyincrease in property tax assessment for allincrease in property ta
areaarea to satisfy area needs, andarea to satisfy area needs, and develop surveysarea to sati
the assessment district to the general public,the assessment district to the general public, |
and policy makers.

Increasesincreases in tourists and revenues resulting fromincreases in tourists and revenue
TumonTumon and improvements to Guam and TuTumon and improvements to G
destination.

LLegislationLegislation Legislation establishing the Tumon Business ImprovementLegi:
Corporation.

The Government of Guam will complete the project within 12 months.
$100,000.
Regional Solid Waste Facility

GuamGuam andGuam and the rest of the MicronesianGuam and the rest of the Micronesi
ofof solid waste as the majority of products used in the regionof solid waste as the majority o
islandisland communities with limited land area for residential, commercial,
industrialindustrial and resort development however, land disposalindustrial and resort deve
those that are available tend to create significant environmental impacts.

ProvideProvide a venue forProvide a venue for the storage, recycling,Provide a venue for
wastewaste in a fashion that creates employment opportunities and resolves
individual island waste disposal problems.

DDevelopDevelop a feasibility study that evaluates the costs andDevelop a feasi
establishingestablishing a regional solid waste facility in Guam including a marketestablish
for recycling and use of solid waste by-products including ethanol.

IfIf feasible, this project will assist in resollf feasible, this project will assist in resolvilf-
problemsproblems while generating jobs, revenue and increased econproblems
opportunity.

ProjectProject Deliver@lRegional SolidA Regional Solid Waste Facility Feasibility and Market Study and aA Re

Timing and
Responsibilities:

action, costs and funding sources to implement the project .

GovGuam,GovGuam, with assistance from otherGovGuam, with assistance from other Mic
completecomplete the feasibilitycomplete the feasibility study withincomplete the feasibil
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Budget:
Project Name:

Situation Statement:

Objectives:

$200,000 for contractual services
Immigrant Investor Program/Econometric Model

GuamGuam'sGuam's dismal economy has resulted in,Guam's dismal economy has
unemploymentunemployment rate, reduced services, and a depressed real estate market.
AlternativeAlternative incentive tools must be explored and implemented to auAlternati\
thosethose that arethose that are currently used to attract newthose that are currently used to a
consideconsiderationconsideration isconsideration is for Guam to be designated as a Reg
ImImmigimmigrantimmigrant Investor Pilot Program sponsored by the US Immigratior
NaturalizationNaturalization Service. Advantages to the alienNaturalization Service. Adv
toto obtain a USto obtain a US resident "green card” and for Guam it isto obtain a US residk
newnew capital. Alien investors in Guam would have access to a quota of 3,000

visasvisas setvisas set asidevisas set aside under the Pilot program for Regional Centers. Al
inin Guam would be required to only invein Guam would be required to only invest
identifiedidentified as a target areidentified as a target area by INS.identified as a targe
enterprisesenterprises undertaken by Guam investors are nenterprises undertaken by
businessbusiness activities to the productionbusiness activities to the production bus
confidenceconfidence in investors and adds legitimacy to the processconfidence in
investmentsinvestments under the program. Guam would ainvestments under the [
facilitationfacilitation of the EB-5 application and serve as a contact point for
Immigration Service Center personnel.

ToTo provide GuamTo provide Guam with an additional incentive tool to attract new capite
the island by foreign investors.

ProjectProject DescripRogpare a proposal for submission to thePrepare a proposal for submission to the US Immig

Anticipated Impacts
andand Benefits:

ServiceService forService for GuamService for Guam to be designated as a Regional Centel
Investorlnvestor Pilolnvestor Pilot Program. The proposal will describe how the cent
promote Guam's economic growth through export sales, improved regional
productivitproductivity,productivity, job creation and increased domestic capital investment
verifiableverifiable detail on how jobs will be created; provide averifiable detail on how
regardingregarding the amount and source of capital committregarding the amount and
descdescriptiodescriptiondescription of the promotional efforts planned by the Center; d
mannermanner in which the Center will havemanner in which the Center will have a
economy;economy; and be supported byeconomy; and be supported by economicallyecono
toolstools which will be tools which will be obtainetools which will be obtained thrc
model,model, including but not limitedmodel, including but not limited to feasibility studi
domestic markets for export goods, and/or multiplier tables.

Direct and indirect job creationDirect and indirect job creation ofa least 10 fullDirect and int
inin new investmenin new investment; provin new investment; provides Guam busine
expansion;expansion; provides troubledexpansion; provides troubled businesses with acce
toto turn their businesses around and result in to turn their businesses around ar
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governmentgovernment revenues though taxes; and creates revenue opportunities forgover!
island small businesses.

ProjectProject DeliverahRegional Center Proposal and implementation ofA Regional Center Proposal and impleme

Timing and
Responsibilities:

Budget:

Project Name:

Situation Statement:

Objectives:

Project Description:

Anticipated Impacts
and Benefits:

Project Deliverable:
Timing and
Responsibilities:
Budget:

Project Name:

from INS.

18 months by Government of Guam

$500,000$500,000 for proposal d$500,000 for proposal dev$500,000 for proposal develc
and office related expenses.

Money Manager Program

AA significant amount of investment funds are aA significant amount of investment fun
off-islandoff-island that can be managed in Guam. Inioff-island that can be managed
portion of the Governmentportion of the Government of Guam's employee pension fund b
generategenerate a trackgenerate a track record of high yield investments to attract otherge
funds.

ToTo diversify the Guam economy and create jobs uncorrelated with tTo diversify the G
and military spending.

EstablishEstablish aEstablish a Money Manager Program consisting ofEstablish a Mone

governing the administration, management and monitoring of investments.

AlthoughAlthough some employment will be generAlthough some employment will
programprogram iprogram is to bring additional investment dollars to Guam and to crea
cadre of investment managers.

A Money Manager Program

TheThe Guam EconomicThe Guam EconomicDevelopment Authority The Guam Economit
sector will oversee development of the program over a six month period.

$50,000 for program development and implementation.

Guam Fishermen s Cooperative Marina Building Complex

SituationSituation Stat€mehite Guam Fishermen s Cooperative AssociationThe Guam Fishermen s Cooperative

organizationorganization whose mission is to market the fish harvested by its members
whowho are considered artisanalwho are considered artisanal fishermen . Established in
fishers,fishers, the Association has expanded to nearly 200fishers, the Association has exp.
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Obijective:

Guam sGuam s current eGuam s current ecGuam s current economic difficulties, the
economiceconomic opportunities within its fisherieseconomic opportunities within its
withinwithin the Coop s facilitywithin the Coop s facility,within the Coop s facility, compou
facilityfacility in 2002, necessitates the need for a new structurefacility in 2002, necessitates
retailretail outlet, office and processing and iceretail outlet, office and processing and ice f
ofof Guam s economy will occof Guam s economy will occur of Guam s economy Wi
complex,complex, which compliments the adjacentcomplex, which compliments the adjace
Coop sCoop sstructure, restaurantsCoop s structure, restaurants that exclusively sell seafoc
Guam sGuam s Aquiculture Association, marine related gift shops, dive and tackle

shops and other mariana related businesses.

ToTo promote long termTo promote long term economic benefits that will advance Guam s
diversitydiversity its economy and stimulate growth through diversity its econom
constructionconstruction of aconstruction of a 16,000 sq. ft. facility that will house theconstr
office,office, fish processing area and iceoffice, fish processing area and ice production area
shop,shop, and dive and tackle shop. And to design ashop, and dive and tackle shop. And
shoreshore of Paseo witshore of Paseo with a seriesshore of Paseo with a series of res
related businesses that further enhance the adjacent Chamorro Village.

ProjectProject Descripfibie:project hasThe project has three phases. Phase I: The project has three phases. Phase

AssociationAssociation would issue a Request for Proposals (RF) to contract the services
ofof a architectural / engineering (A/E) firm toof a architectural / engineering (A/E) firm to |
complex,complex, prepare the A/Ecomplex, prepare the A/E design for the 16,000 sq. ft.cor
thethe Coop s retail outlet,the Coop s retail outlet, office, fish processing areathe Coop s r¢
aa seafood restaurant, gifta seafood restaurant, gift a seafood restaurant, gift shop,
EnvironmentalEnvironmental Impact Statement (EIS); secure all federal and local permits;
andand serve as contract/construction managerand serve as contract/construction manager
thethe Coop s facility. Phase II: Construction of the Coop s 16,000 sg. ft.
fafacilityfacility hfacility housing its retail outlet, office, fish processing area and
productionproduction area; a seafood restaurant, giproduction area; a seafood restaurant
PhasePhase I11: A/E design and constructPhase Ill: A/E design and constructionPhase
complex.

AnticipatedAnticipated Benhbisroject will create at least 50 newThe project will create at least 50 new jobs in the il

willwill be the creation of 200 fishery jobs andwill be the creation of 200 fishery jobs and 25
structurestructure and istructure and in structure and in the adjacent Greg D. Per
economyeconomy weconomy wileconomy will realize $10 million in annual sales from
opportunity for larger scale domestic commercial fishery.

ProjectProject Deliveralie:completion of The completion of a design for the entire complex; an EISThe completion

Timing and
Responsibilities:

thethe Coop s the Coop s fthe Coop s facility, the securing of all federal and local per
construction of the facility.

TheThe GuaThe Guam Fishermen s Cooperative will oversee the contracts for the
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Budget:
Project Name:

Situation Statement:

Obijectives:

Project Description:

Anticipated impacts
and benefits:
Project Deliverable:

Timing and
Responsibilities:

Budget:

Project Name:

environmentalenvironmental impactenvironmental impact statement (EIS), the A/E desigr
ofof theof the facility. The total project is anticipated to takeof the facility. The total projec
thethe A/E design and EIS, secure permitsthe A/E design and EIS, secure permits andthe A
I and Il.

The project is estimated to cost $2,500,000 for Phase | and |1
Repair of U. S. Military Preposition Ships (MPS)

MPSMPS are U. S. military-MPS are U. S. military-chartered vessels tMPS are U. S.
egequipmentequipment and are pre-positioned in forward areas such as Guam, to allow
rapidrapid response to situations that requirerapid response to situations that require military
vesselsvessels is a cheaper alternative to forward basinvessels is a cheaper alternative
Currently,Currently, there are 4 MPS in the MediterCurrently, there are 4 MPS in
deployeddeployed to the deployed to the Guam/Saideployed to the Guam/Saipan and I
expense,expense, to Florida for vesselexpense, to Florida for vessel repair and for maintenar
equipmentequipment (e.g., humvees, cannon,equipment (e.g., humvees, cannon, tanks,equiy
unableunable to meet the huge demand for repair services, as these vessels are
requiredrequired by therequired by the Navy required by the Navy to be dry docked eve
FacilityFacility in GFacility in Guam Facility in Guam can handle vessel repair at a mucl
repairrepair and maintenance facilities and services for combat equipment are not
available.

ToTo diversify tTo diversify the GuamTo diversify the Guam economy by prov
development and expansion of industrial capability utilizing the ship repair

assetsassets released by the Navy underassets released by the Navy underthe Base Realignm
ToTo attract this business tTo attract this business to Guam, the Guam Economi
AuthAuthorityAuthority will prepare a feasibility study to determine demand and typAut|

facilitiesfacilities andfacilities and services needed; design and construct facilities forfacilit
vessels and their combat stores.

CreationCreation of industriaCreation of industrial capacity and skilled jobs,Creation c
programs.

Feasibility Study; design plans; and eventual construction of facilities.

Feasibility study to be completed 6 months after contractor selection.

$75,000$75,000 for feasibility$75,000 for feasibility study. Design and construction$75,0
later date.

Tumon Infrastructure Improvements, Phases Il and 111
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Situation Statement:

Objectives:

Project Description:

Anticipated Impacts
andand Benefits:

Project Deliverable:
Timing and
Responsibilities:
Budget:

Project Name:

Situation Statement:

Guam sGuam s marketability as a tourist destination is materially dependentGuam s marl
TumonTumon Bay whereTumon Bay where Guam s tourism resourcesTumon Bay where
thethe area's infrastructurethe area's infrastructure and physical appearance, the Governme
issuedissued a general obligation bondissued a general obligation bond to finance design ar
Il and 111 and 1l improvements. | and Il improvements. Design for both phases and constr
hahavehave been completed. However, bond monies allocated for phase 11 have been cor
diverteddiverted to assistdiverted to assist Guamdiverted to assist Guam in recovery after th
inin December 2002.in December 2002. In addition, the bond issuance did not cover desic
construction costs for phase I11.

ToTo provide for improved and safer conditions for boTo provide for improved and saf
visitors;visitors; provide adequate infrastructure; and entice an increasing numbervisitors; f
visitors to Guam, both tourists and the military.

DesignDesign and construct highway imDesign and construct highway impro
installationinstallation of sidewalks, landscapinginstallation of sidewalks, landscaping and
phasephase Il project area isphase 11 project area is from the Guam Fujita Hotel to the Guam
roadwayroadway intersections whileroadway intersections while phaselll is from the Hospi
HiltonHilton Hotel and from the Westin Hotel to Marine DHilton Hotel and fi
approximately 4 miles.

Increase the numberlncrease the number of visitors to Guam by making the centerpiece oflnc
tourismtourism industry more attractive and functional thereby increasing
employmentemployment and allowingemployment and allowing employee retention during
as a result of regional conflicts.

Design plans and physical improvements.

TheThe DepartmentThe Department ofThe Department of Public Works will coordinate this
period (18 months for phase Il and 12 months for phase I11).

$20 Million ($18 Million for phase Il and $2 Million for phase Il1).
Call Centers

CallCall Centers are where calls are ansCall Centers are where calls are answered and r
automaticautomatic call distribution for sales andautomatic call distribution for sales and su
entry.entry. Any company function that can be made remotely are candidates for

movingmoving ormoving or outsourcing to call centers or (customer contact) environn
wherewhere costs can be lowered and riskwhere costs can be lowered and risk can be hedge
thethe event of a local disaster or outage at any onethe event of a local disaster or ou
numbernumber of totalnumber of total call centers is limited. However,number of total call
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Obijectives:

Project Description:

Anticipated Impacts
and Benefits:

Project Deliverable:

Timing and
Responsibilities:

Budget:

Project Name:

inin 2000, there were approximatin 2000, there were approximately 70in 2000, there wer
LargeLarge banksLarge banks (over $1 billion inLarge banks (over $1 billion in deposits) m:
each,each, with the 20each, with the 20 each, with the 20 largest banks averaging 23
(Mentis(Mentis Group). Emerging network technologies(Mentis Group). Emerging netwo
ofof preof previously of previously site-specific functions such as security and interactiv
recognition to be located at a central facility in order to lower costs.

DiversifyDiversify the Guam economyDiversify the Guam economy and crDiversify th
military spending.

Develop a marketing plan for Guam as the Call Center in Asia
CuttingCutting edge teleCutting edge telecommunications technologCutting edge tel:
availableavailable in Guam available in Guam theravailable in Guam thereby increasing

base and increasing spending.

Marketing Plan

3 months
$250,000 for marketing plan development and implementation

Guam Captive Insurance Program

SituationSituation Stat@mefdstering of The fostering of this industry came under GEDA s purview inThe fostering

Obijectives:

Project Description:

Anticipated Impacts
and Benefits:

Project Deliverable:

over the last fewover the last few years included marketing the domicile inover the last fe\
resultingresulting in theresulting in the establishment of 4 domestic insurersresulting in the
companies.

DiversifyDiversify the Guam economy and create jobsDiversify the Guam economy and ct
military spending.

ProProvideProvide secretariat service to the Guam CaptivProvide secretariat service
marketmarket Guam as globalmarket Guam as global competitor domicile, coordinatemark
byby offshore captive companies, and conby offshore captive companies, and ¢
understand the tax scenarios for captive and domestic parents.

TheThe industryThe industry helps diversify the Guam economy and brings clean ,The
environmentallyenvironmentally taxing businesses toenvironmentally taxing businesses
tech, fair waged white-collar jobs to the marketplace.

Marketing plan implementation.
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Timing and
Responsibility:

Budget:

24 month by GEDA and the Guam Captive Insurance Association

$400,000

ProjectProject NameGuamGuam DomesticGuam Domestic Fisheries (inclusive of Aquaculture &Guam D

Situation Statement:

Obijectives:

Project Description:

Anticipated Impacts
andand Benefits:

Project Deliverable:

Timing and
Responsibility:

Fisheries)

Guam sGuam s Domestic OceaGuam s Domestic Ocean Fisheries consists of aGuam ¢
fifishermenfishermen operating personal trolling and bottom fishing boats. The Guam
Fishermen sFishermen s Cooperative coordinated the maiden efforts of this industry and
grossesgrosses approximately $1.5grosses approximately $1.5 Million dollars annually. A
fisheries identified byfisheries identified by the Western Pacific Regional Fisheriesfisherit
Council (WESPAC) is that there are no domestic purse seign operators.

Guam sGuam s Aquaculture Fisheries operates mostly on a small-scale basis and
consistsconsists of roughly 100 farmers, with less than 25 farmers compriconsists of rou
mostmost of the $300,000 to $750,000 in gromost of the $300,000 to $750,000 in gross
farmedfarmed are tilapia, freshwater shrimp, catfish and milkfisfarmed are tilapia, freshv
difficultdifficult to obtain due to the seemingly uncoordinated effortsdifficult to obtain due
and lack of technical business expertise.

DiversifyDiversify the Guam economy and create jobsDiversify the Guam economy and ct
military spending.

Identifyldentify assistance needs Identify assistance needs of the industry; facildenti
projects;projects; coordinate outreprojects; coordinate outreach to projects; coordinate
compliance with federal environmental regulations.

There is capacity There is capacity for increaseof Guam s ocean fisheries. The opportunityT
thethe dethe devthe development of a Guam long line fleet, the further development a
inincreasedincreased capacity of the Guam Fishermen s Cooperative are a few
possibilities.possibilities. This industry is underutilized and Guam reliepossibilities.
importedimported seafood. There is also much room for development in Guam s
AguacultuAquacultureAquaculture inAquaculture industry. farmers can take advantage
business expertise providedbusiness expertise provided by the development ofbusiness ex
of entry into this industry make this a viable opportunity.

Develop and implement a fisheries feasibility study.

2424 months by GEDA, the Gua24 months by GEDA, the Guam F24 months
Aguaculture Growers Association.
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Budget:
Project Name:

Situation Statement:

Obijectives:

Project Description:

Anticipated Impacts
and Benefits:

Project Deliverable:

Timing and
Responsibilities:

$200,000
Tumon Bay Drainage System

TheThe Tumon Bay area is deThe Tumon Bay area is densely developed with coThe
facilities,facilities, anfacilities, and sufffacilities, and suffers from frequent flooding durii
whichwhich economically impact the businesses in the arwhich economically impact
combinedcombined withcombined with an ocean outfall addressescombined with an ocean
thethe ultimate destination othe ultimate destination ofthe ultimate destination of the ultimate
any living reef formations, asany living reef formations, as it would occur below the topan
alternativealternative has been identifiedalternative has been identified by the government
alternative.

TheThe Guam CoThe Guam Coastal MaThe Guam Coastal Management Program anc
EngineersEngineers have coordinatedEngineers have coordinated in the preparation ofEng
RestorationRestoration Study - Section 206 PRestoration Study - Section 206 Prel
includesincludes a literature search of materials written about Tumon. The Plan
leleadsleads to theleads to the next phase which is the development of an Ecos)
RestorationRestoration Report followed by a Feasibility Study, design and construction.

ConstructConstruct a pumping station and horizontalConstruct a pumping station and horiz
storm run-off below and outside of Tumon Bay.

PreparePrepare A/E DePrepare A/E Design for the construPrepare A/E Design for |
pumpingpumping 6,000pumping 6,000 g.p.m. to re-route storm drainagepumping 6,000 g
100100 feet below sea level, approximately100 feet below sea level, approximately 1,500 fe
outside the fringing Tumon Bay reef.

TumonTumon Bay is home to Guam Tumon Bay is home to Guam s tourism inc
tremendoustremendous growth ttremendous growth totremendous growth to host over or
potentiallypotentially noxious wastes end up in Tumonpotentially noxious wastes end up
willwill hasten further degradwill hasten further degradawill hasten further degradation
jeopardize the pristine quality of Guam s prime tourism plant.

Improvedimproved infrastructure that would elimilmproved infrastructure that woul
accumulated run-off into San Vitores Road and Tumon Bay.

LeadLead Agency Department ofLead Agency Department of Public Works. Upon com
phase,phase, joint funding sources would be investigated (U.S.phase, joint funding sou
Engineers,Engineers, Guam Hotel and RestauraEngineers, Guam Hotel and RestaurantE
Interior,Interior, Departmelnterior, Departmeninterior, Department of Transportation, F
Agency).Agency). The entireAgency). The entire process will take 4Agency). The entire pra
2424 month Ecosystem Restora24 month Ecosystem Restorati24 month Ecosys
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Budget:

Project Name:

accomplished within 6 months from the date funding is received.
Feasibility Study: $750,000

Design Costs: $866,400

Construction: $14,380,000

Marina Development Project

SituationSituation StatéviintVith Guam sWith Guam s current economic difficulties, there existswWith Guam s cu

Obijective:

economiceconomic opportunities within its fisheries industry througheconomic opportunitic
marinamarina facilities. marina facilities. Themarina facilities. The current facility is inadec
typhoontyphoon cotyphoon conditiotyphoon conditions. The construction of typhoon-proof
boatboat slips and services will enable Guam s marine tourism activities and its

local boating and fishing industry to expand, flourish and prosper.

ToTo design and constrTo design and construct a To design and construct a 150 boat
promotepromote marine industry, stimulate job growth through the revitalization of
Guam sGuam s capital cityGuam s capital city of Hagatfia and to promote long term econc
thatthat will advanthat will advancethat will advance Guam s efforts to diversity its e
growth.

ProjectProject Descripiibr:project hasThe project has twoThe project has two phases. Phase I: The Hagatna Revi

in conjunction within conjunction with the Guamin conjunction with the Guam Fishermer
issueissue a Requestissue a Request for Proposals (RF) to contractissue a Request for Propo:
andand engineering (A/E)and engineering (A/E) firm to prepare theand engineering (A/E) 1
prprepareprepare prepare the Environmental Impact Statement (EIS), secure all federal
locallocal permitslocal permits andlocal permits and serve as contract/constructior
constructionconstruction phase of the project. construction phase of the project. Phase I1: C
marina and shore-line facility.

AnticipatedAnticipated Bepebifsct will create at least 50 new jobs in the marina.The project will create at least 50

bebe the creation of 50 support jobs and 50 tourism related jobs inbe the creation of 50 supy
publicpublic marina. Inadditiopublic marina. In addition, the public marina. In additio
reverevenuerevenue from tourism activities within the marina, alleviate over-crowding
andand provide for an opportunity for largerand provide for an opportunity for larger scale
not to mention global exposure as a marine activity destination.

ProjectProject Deliveraiie:completion of an EIS and A/E design for the complex, the securing ofThe completion o

Timing and
Responsibilities:

federal and local permits, and the construction of the facility.

ThTheThe HaThe Hagatna Revitalization Authority, in conjunction with the Guam
FisherFishermen'sFishermen's Coop, will oversee the contracts for the environmental imy
statementstatement (EIS),statement (EIS), the A/E design and the construction of thestateme
projectproject is anticipated to takeproject is anticipated to take 36project is anticipated to t

61



Budget:

Project Name:

secure permits and complete construction.
The project is estimated to cost $4,500,000.

Guam-Based Trust Incentive Program

SituationSituation Statemheri998, GEDCA, inln 1998, GEDCA, in cooperation with theln 1998, GEDCA, in cooper

Objectives:

Project Description:

Anticipated Impacts
andand Benefits:

ofof Revenue and Taxation, and the Office of the Attorney General, contracted

withwith several local andwith several local and US with several local and US mainle
developdevelop the legislationdevelop the legislation necessary to structure a Guam based t
wellwell as thewell as the correspondingwell as the corresponding special Qualifying Certi

TheThe Guam Trusts were conceived as aThe Guam Trusts were conceived as a markT
wouldwould attract largewould attract large deposits of money from high net worth indivic
most significant componentmost significant component of this program was that the tax o
ofof these trustsof these trusts would be paid, then rebated afterof these trusts would be paid
of Guam pursuant to a special qualifying Certificate issued by GEDCA.

TheThe trusts were designed to rely on 8935 of the IRS Code, which states in

partpart that residents of Guampart that residents of Guam who file their returns on Guam dc
anan additional return with the federal govean additional return with the federal govern
trusttrust laws (PL 25-08, 25-73 and 25-149) trusts are treated as individtrust laws (PL 2
OnOn NovemberOn November 22, 2000 the IRS released Notice 2000-61, which statedOl
thethe IRS has ruled thatthe IRS has ruled that a Guam based trust is not anthe IRS has rulec
of 8935. If a Guam Trust isof 8935. If a Guam Trust is not an individual then it isof 892
returnsreturns and faces a double returns and faces a double taxreturns and faces a doubl
basedbased trust program for thebased trust program for the US domestic market was effec
At present GuamAt present Guam is considering if it should move the program forward al
reviewreview other types of trust structures that may work for the domestic trust
marketmarket and/ormarket and/or market the program to Asian (foreign trust) clients. me
toto proceed,to proceed, a Market Research Studyto proceed, a Market Research Study on t
Program for the Asian market must be completed.

ToTo provide GuamTo provide Guam with an additional incentive tool to attract new capite
the island by foreign investors.

FundFund a Market Research Study on the viabilityFund a Market Research Study o
Program for the Asian market.

Directand indirect jobDirect and indirect job creation; provides Guam with exposureDirect :
highhigh net worth who would otherwise havehigh net worth who would otherwise have i
inin Guam; increase in government revenues through interestin Guam; increase in
withholdingwithholding taxes held for 6 months prior to rebate; revenue opportunities for

allall island small busall island small business all island small business Real e
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Deliverables:
Timing and
responsibility:
Budget:
Project Name:

Situation Statement:

Obijectives:

Project Description:

Anticipated impacts:

Project Deliverable:
Timing and
Responsibilities:
Budget:

Project Name:

Situation Statement:

restaurants, etc.

MarketMarket Research Study on tax iMarket Research Study on tax implications for
Asian countries.

18 months after receipt of funding by Government of Guam
$150,000 to contract market research firm to develop study
Airline Flight Kitchen

ThereThere are no adThere are no adequate facilities within short distances from tT!
suitablesuitable for catering companies presently serving airsuitable for catering companie:
mostmost significant problemmost significant problem with the current situation is it is off
automobileautomobile traffic presents a problem duringautomobile traffic presents a pr
timelytimely access to the terminal apron. A site on thA site on the airportA site on the &
delaysdelays and inefficienciesdelays and inefficiencies in delivering meals to aircraft resu
toto the airlines, which are passed onto the airlines, which are passed on to the traveler. Thi
thethe need forthe need for on-site flightthe need for on-site flight kitchen facilities in respor
as an air transportation hub in Micronesia.

Construct an on-site flight kitchen at the Guam International Airport.

AwAwardAward a construction contract for the flight kitchen. Lease tAward a constru
catering companies.

TheThe project would create 100 new jobs and provide a nThe project would create 10(
Guam s visitor industry.

New flight kitchen facility at the Guam International Airport.
CoConstructionConstruction time estimated at 18 months. Lead agency will be Construc
International Airport Authority.

The project is estimated to cost $10 Million.

Design and Construction of Capital City of Agana Bridges

TheThe bridgesThe bridges and riverinThe bridges and riverine channels, because ofThe
mustmust be improved in Agana; and in ordermust be improved in Agana; and in order forn
thethe National Flood Insurance Program (NFIP). the National Flood Insurance Program (I

(N(Navy(Navy and(Navy and Air Force) components on-island utilize these bridges
travelingtraveling between installations,traveling between installations, transporting milite
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from one end of the island to the other along Marine Drive, Route 1.
Obijective: Construct three (3) bridges in the capital city of Agana.

Project Description:  Design and construction of Agana River Bridge,Design and construction of Agana River E
Papa Bridge.

Anticipated Impacts

and Benefits: ProjectProject completion will benefit the national defense wheProject completion will
activitiesactivities stationed on island will continue to utilize improved and secured
highhighwayhighway infrastructure; project will improve highway safety. The project wihig
allowallow Guam toallow Guam to be in compliance with the FEMA sallow Guam to be in
ProgramProgram (NFIP) and continue to qualify forProgram (NFIP) and continue to qualif
Freddie Mac, HUD, Fannie Mae and other disaster assistance programs.

Project Deliverable: Improved and safe bridges in the city of Agana.

Timing and

Responsibilities: Estimated time to compete the project is 18 months, including design.
Budget: The project is estimated to cost $25 million.

Project Name: Hagétia Revitalization

SituationSituation Stat&uant:sGuam s capital city of Hagatfia was once theGuam s capital city of Hagatfia was onc
andand culturaand cultural activand cultural activity. Over the past several decade
governmentgovernment activity havegovernment activity have left thegovernment activity
It has becomelt has become a city of abandoned buildings, vacant lots andlt has become a
eveneven though iteven though it containseven though it contains many historic sites from G
itsits World War 1l era. Through revitalizatits World War 11 era. Through revitalizatio
placeplace of honor and the seat of government, commercialplace of honor and the seat of g
Itlt also will become an important tourist draw through the relt also will become an impc
historhistorichistoric sitehistoric sites, the creation of a Agana River Walk and the «
botanical gardens, museums, and performing arts and cultural centers.

Obijective: ToTo increaseTo increase theTo increase the long term benefits that will advance eff
Guam sGuam s economy and sGuam s economy and stiGuam s economy and stimula
Guam s capital city of Hagatfia.

Project Description: ToTo develop a comTo develop a comprehensive Master Design Plan for HTo de
consistentconsistent with FEMA s Agana River s flood control requiconsistent with FI
inincoincorporatesincorporates all infrastructure requirements to sustain economic growt
historichistoric riverhistoric river walk; botanical gardens; parks; landscaping; design criter
commercial and government structures;commercial and government structures; identificat
historichistoric buhistoric builhistoric buildings and structures; site locations for gc
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Anticipated Benefits:

Timing and
Responsibilities:

Budget:

Medium Priority:

Project Name:

buildings and a new Capitol building; and the locationbuildings and a new Capitol buildin
forfor nfor new museums and performing arts and cultural centers. The Hagfor new mi
MasterMaster Design PlanMaster Design PlanwillMaster Design Planwill include all of F
toto Adelup (inclusiveto Adelup (inclusive of Eastto Adelup (inclusive of East and West Ac
VillageVillage andVillage and boat mariana) and northtoVillage and boat mariana) and no
of Fort Apugan, Government House and the Japanese caves).

TheThe ProjeThe Project will initiThe Project will initially generate new employment ¢
attractingattracting commercial enterprises backattracting commercial enterprises back ir
ofof government facilities back into the city. This ecoof government facilities back i
continuecontinue to grow and becontinue to grow and be sustained ascontinue to grow and
majormajor tourist attraction through the development of its major tourist attraction thi
creationcreation of a historic rivcreation of a historic river walkcreation of a historic rive
parks, museums and cultural centers.

TheThe Hagétfia Revitalization Authority will complete theThe Hagatfia Revitalization Aut

The project is estimated to cost $3 million.

Guam Alternative Dispute Resolution Center (ADR)

SituationSituation Stat@imene{f here isThere is an immediate opportunity for Guam to captureThere is an immediate

market,market, a growing industry that would market, a growing industry that wi
predominatelypredominately tourism based economy. Current industrypredominately toul
region regarding Arbitration Centers:

" IndustryIndustry trend shows decline inlndustry trend shows decline in use ofIndusti
with a correlating increase in European center usage.

AsianAsian centers encountering credibility issues i.e. Hong Kong viewed

asas aas an exas an extension of China; not acceptable ADR center for U
companies

GuamGuam as a stable US flag domicile Guam as a stable US flag domicile v
location and alocation and a forum of choice for US and Asian contractlocation an
JapaneJapaneseJapanese lawyers prefer locations such as Guam as they are at .
competitivecompetitive disadvantage in Hong Koncompetitive disadvantage in Hong
they compete against large in-country law firms.

TokyoTokyo bTokyo basedTokyo based ADR too slow, expensive and based
arbitration rules

ExpensExpensivExpensiveExpensive arbitration and mediation costs in Asian
permanentpermanent office space cospermanent office space costs permaner
expensiveexpensive hotel banquet facilities common but not suitable for
litigation.
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Objectives:

Project Description:

Anticipated Impacts
& Benefits:

Project Deliverable:

Timing and
Responsibility:

Budget:

Project Name:

Rising costs of litigation in US court system
Time delays caused by court scheduling system
US Court mandated arbitration of smaller (dollar value) cases

ToTo diversify Guam s econTo diversify Guam s economTo diversify Guam s econ
commercialcommercial enterprises that will providecommercial enterprises that will provid
in the form of increased employment and expansion of its tax base.

FundFund the design and constrFund the design and constructiFund the design and const
DisputeDispute ReDispute ResoDispute Resolution Center (ADR). This state of the ar
international as well as domestic disputes.

ADRADR prADR provides prompADR provides prompt and fair outcome to contractus
resolutionsresolutions possible; provides a cost effective resolution vs. high coresolut
associatassociatedassociated associated withassociated with associated with protractedassocis
PrPrivacyPrivacy Privacy and confidentiality may be preserved (courts are open ); Lir
accessaccess to appellate review; direct and indirecaccess to appellate review; direct and
opportunitiesopportunities registratiopportunities registrationopportunities registration
warwar rooms), appointingwar rooms), appointing authority fees,war rooms), appointing a
services,services, CLE courses, and Memservices, CLE courses, and Membershipsen
servicesservices revenue opportunities servicesrevenue opportunities Airlines,servicesre:
supplies,supplies, etc.; Center can provide continuing legal education seminars for
potentialpotential arbitrators, local bar and ex-pat lawpotential arbitrators, local ba
ConfConferenceConference and workshops opportunities to the local bar, judiConference an
lawyers on ADR subjects

Business plan development; design plan and building construction

24 months from grant award to the Government of Guam.

$650,000

New Air Cargo Facility

SituationSituation Stat@imeakisting cargoThe existing cargo facilityThe existing cargo facility is beyond capacity. \

NavalNaval Air Station propertyNaval Air Station property from the Navy, the Guam Interr
nownow now able tonow able to expand its current cargo operations, or build an entire
facility.facility. The ideal situation for the new cargo building would be to have

dedicateddedicated aircraft parking aprons on the airside. dedicated aircraft parking a
calculatedcalculated to requirecalculated to require three to seven acres to have adequate la
trucktruck docks, circulation, and customer andtruck docks, circulation, and customer and
fourfour acresfour acres willfour acres will be required for airside areas for container storag
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Obijectives:

TheThe new cargo building areThe new cargo building area requirThe new cargo buildir
133,500 square feet.

Construct a new air cargo facility at the Guam Intemational Airport.

ProjectProject Descripthamard a constructionAward a construction contract for the newAward a construction contr

Anticipated impacts:

Project Deliverable:
Timing and
Responsibilities:

Budget:

Project Name:

Situation Statement:

Objectives:

Anticipated Impacts
and Benefits

of the facility to airlines, couriers, transport or moving companies.

TheThe project would create 150 new jobs and proThe project would create 150 new jo
Guam s visitor industry.

New cargo facility at the Guam International Airport.

ConstructionConstruction time estimated at 18 months. Lead agency Construction time ¢
International Airport Authority.

The project is estimated to cost $20 Million.

Transportation & Distribution (Transhipment)

Guam sGuam s portGuam s port is the deepest, most advanced port in the mid-westernGL
Inin the early 1980 s and 1990 s, Japanese, Korealn the early 1980 s and 1990 s, Japa
waterwater fishing nations) purwater fishing nations) purse water fishing nations) pur
Guam sGuam s port. Guam s port. InGuam s port. In the height of Guam s involvement in
therethere was an annualthere was an annual movementthere was an annual movement of
grade grade or AAA grade tunato Jagrade or AAA grade tuna to Japan and Agrade
mimigratmigratory,migratory, so are the fishery operations. Higher tariffs and other oper
costs,costs, as compared to other island ports, made Guacosts, as compared to other is
choicechoice for choice for vessechoice for vessel home-porting.  Relative to the Expo
currentlycurrently underway to identifycurrently underway to identify special industrial zon
AirportAirport and ocean poAirport and ocean porAirport and ocean port facilities. A pri
added processing of product, bonded warehousing, docking facilities, etc.

DiversifyDiversify the Guam economyDiversify the Guam economy and crDiversify th
military spending.

GuamGuam has the opportunityGuam has the opportunity to once Guam has the oppor
hub.hub. The port recently approved a public/private hub. The port recently appr
developmentdevelopment of "Hotel Wharf" which will include chilled/nonchilled
wawarehouwarehousing,warehousing, a valued added plant, truck ports and modern dock
An export zone will add incentive toAn export zone will add incentive to manufacturing c
production plants or enhanced distribution chains in Guam.
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ProjectProject Deliver&@denpletionCompletion of Economic Study and needs assessmentCompletion of Economic

Timing and
Responsibility

Budget:
Project Name:

Situation Statement:

Obijectives:

TranshipmentTranshipment Industries toTranshipment Industries to include identification
Magnuson Stevens and Jones Acts to Guam's needed development.

12 months by GEDA
$500,000
Aviation Flight Schools

GuamGuam has the potentialGuam has the potential to becomGuam has the potential t
SchoolSchool in Asia. Being in close proximity to AsianSchool in Asia. Being in close p
airair travel asair travel as a major mode of transportation, aair travel as a major mode of tre
GuamGuam as it would create employment, increase thGuam as it would create en
simultaneouslysimultaneously stimulate the economy. Occupsimultaneously stimulate t
attendants,attendants, aircraft mechanics and oattendants, aircraft mechanics and otheatte
ofof anof an aviationof an aviation flight school. Pilots from neighboring Asian countries wi
desiredesire to attain an FAA Pilot License could do so by attdesire to attain an
successfully completing the specified training.

TToTo diversify the Guam economy and create jobs that are uncorreTo diversify the Gu:
tourism and military spending.

ProjectProject Descripliorconduct a feasibility study, purchase equipmentTo conduct a feasibility study, purchase

Anticipated Impacts
andand Benefits:
Project Deliverable:

Timing and
Responsibilities:

Budget:

Project Name:

Situation Statement:

an Aviation Flight School.
Job creation, revenueJob creation, revenue generation and increased economic activity inJol
to creating a skilled work force.

A feasibility study and the construction and equipping of a flight school.

24 months by the Government of Guam.

$495,000$495,000 including $90,000 for a feasibility study, $175,000 for equipment
and $230,000 for construction.

Water/Wastewater Improvements - USEPA Compliance Order
ThTheThe Guam water and sewer infrastructuThe Guam water and sewer infrastr
deteriorateddeteriorated state which resulted in the issuance of adeteriorated state which rest

U.U. S. EnvironmentalU. S. Environmental Protection Agency. U. S. Environmental Prote
andand the courtsand the courts have since issued an order for compliance whichand the cour
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Obijectives:

Project Description:

Anticipated Impacts
andand Benefits:

Project Deliverable:
Timing and
Responsibilities:
Budget:

Project Name:

thethe Government of Guam make over $46 Million inthe Government of Guam make over
wide water and sewer systems.

Improvelmprove water and sewer systems for Improve water and sewer systems for
visitors.

Design and construct various water and wastewater system improvements.
These are as follows:

Agat Sewer Treatment Plant Renovation - $5 Million
Agat Collector System Inflow/Infiltration - $13.6 Million
Agana Sewer Treatment Plant Renovation/Expansion - $3.8 Million
Agana Ocean Outfall - $4.4 Million
Agana Village Collector System Inflow/Infiltration - $1.6 Million
Baza Gardens Sewer Treatment Plant - $1.0 Million
Northern District Sewer Treatment Plant - $2.0 Million
Northern District Ocean Outfall - $4.3 Million
Umatac/Merizo Sewer Treatment Plant Renovations - $260,000
. Umatac/Merizo Collector System Inflow/Infiltration - $2.8 Million
. ComprehensiveComprehensive Performance Evaluations for the Agat, Baza Gardens, and
Umatac/Merizo Sewer Treatment Plants - $500,000
. ComprehensiveComprehensive Assessment ofComprehensive Assessment of GWA s Comprehensive
Implementation of a Corrective Plan of Action - $600,000
13. DevelopmentDevelopment and implementationDevelopment and implementation ofDevelopment and i
Million
14. Development of an Operator Training and Certification Program - $1.5 Million
15. Monitoring Requirements - $600,000
16. Facilities Master Plan - $2.3 Million
17. Renewal and replacement capital improvement projects - $30 Million
18. Meter Management Project - $4.5 Million
19. Sewer Connection Project - $6 Million
20. Design, construction observation, etc. for above projects - $5.864 Million

© N gk W=

= e
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Improved water andlmproved water and sewer systems and compliance with federallylmprt
requirements.

Construction of water and wastewater improvements

DesignDesign and construction will be Design and construction will be overseenDesign and ¢
over a 5 year period.

$92 Million

Telecom Industry Training Program

SituationSituation Statéimemture Guamanians benefit from the developmentTo insure Guamanians benefit from the
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Obijectives:

Project Description:

Anticipated impacts
and benefits:

Project Deliverable:

Timing and
Responsibilities:

Budget:
Project Name:

Situation Statement:

Objectives:

Project Description:

as expected asas expected as a result of other proposedas expected as a result of other proj
wouldwould be established jointlywould be established jointly awould be establishec
CommunityCommunity CoCommunity CollegCommunity College to accommodate the \
toto fulfill the needs of the IT and Telecom industries that willto fulfill the needs of the IT
in the immediate future.

ObtainObtain a funding source toObtain a funding source to conduct a program developmer
identifyidentify the program trainidentify the program training needidentify the program
step-by-stepstep-by-step program to accommodate those needs utilizing the traistep-by
environmentenvironment and facilities currently available atenvironment and facilities curr
mentioned above.

Issuelssue an RFP to obtain the services of a consultant to developlssue an RFP to obtair
developmentdevelopment study. Assess thedevelopment study. Assess the University ofc
College sCollege s contribution to providing technical assiCollege s contribution to
industry, conducting applied research, and disseminating program results.

Project would create 50 - 100 certified technicians.

ProgramProgram DeveloProgram Development Study Program Development Study for
Program.

TheThe selected consultant would be required to completeThe selected consultant would be
(6) months from time of grant approval.

The project is estimated to cost $205,000.
Feasibility Study and Design for Industrial Park in Northern Guam

WithWith increased recognition of Guam s mWith increased recognition of Guam s
continuingcontinuing difficulties faced bycontinuing difficulties faced by the United State
forcesforces in foreforces in foreign coforces in foreign countries comes the likelihoc
operationaoperationaloperational units will be assigned to Guam. This assignment
econoeconomiceconomic opportunities for private industries that do business witheco
military,military, particularly if they are located inmilitary, particularly if they are
establishment.

ToTo increase emTo increase empTo increase employment, revenue and economic
establishingestablishing an industrial park that catersestablishing an industrial park that cate
Guam.

TheThe Government of Guam proposesThe Government of Guam proposes that a feasibil
analyzeanalyze the typesanalyze the types of economic activities that should beanalyze the
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Anticipated Impacts
andand Benefits:

Project Deliverable:

Timing and
Responsibilities:

Budget:
Project Name:

Situation Statement:

Objectives:

Project Description:

Anticipated Impacts
and Benefits:

toto the U. S. Air Force, toto the U. S. Air Force, to develop reto the U. S. Air Force,
militarymilitary procurement and operational needs and to identify the types of
incentivesincentives required to ensincentives required to ensure busincentives required
feasible,feasible, a designfeasible, a design plan for an industrial park in northernfeasible, a c
that will fit the needs of the businesses to be located in the area.

The implementation of a northern industrial parkThe implementation of a northern industr
revenuerevenue and economic activity. U. S. revenue and economic activity. U. S. Are\
by private companies will also be satisfied.

A feasibility study and design plan for a northern Guam industrial park.

TheThe Government of Guam wilThe Government of Guam will The Government of G
within 18 months of the grant award.

$150,000 for the feasibility study and $350,000 for the design plan.
Film Industry Development

GuamGuam hasGuam has recently been approached by several Hollywood filmGuam has
companiescompanies companies interested in using Guam as a film production site. |
domiciles,domiciles, a film commissioner coordinates the effdomiciles, a film ca
regulatoryregulatory needs and issues required licenses. There are a few players
currentlycurrently in the marketplace, in both conventional film and digital arenas.
ThereThere is high capacity for growth and increasing demand for this industry.
WithWith the growth of Guam's With the growth of Guam's participaWith the growt
tourismtourism opportunitiestourism opportunities withtourism opportunities with the hosti
note,note, Bollywood. India'snote, Bollywood. India's version of Hollywood, producesnote,
movies annually.

DiversifyDiversify the GuDiversify the Guam econDiversify the Guam economy and cr
military spending.

FeasibilityFeasibility researchFeasibility research currently being done with local indus
withwith Aswith Assocwith Association of Film Commissioners International to net
becomebecome more awbecome more awarebecome more aware become more aware ofbecol
as well as warehousing to be used for sound stages.

Guam'sGuam's gainsGuam's gains increased from tourism revenuGuam's gains inci
opportuopportunitiesopportunities for Guam based trust if complete movie rentals are ba
GuamGuam (financial serves). There Guam (financial serves). There are alGuan
associated with this industry.
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Project Deliverable:

Timing and
Responsibility

Budget

Low Priority

Project Name:

Situation Statement:

Obijectives:

Project Description:

Anticipated impacts
and benefits:

Project Deliverable:

Timing and
Responsibilities:

Budget:

Implementation of feasibility research

18 months by GEDA and Shooting Star Productions

$250,000 for planning and subsequent initial implementation of plans.

Construction and Rehabilitation of Tiyan Infrastructure System

TheThe existing infrastructuThe existing infrastructure system atThe existing infrastructt
decisiondecision of the Base Realignment anddecision of the Base Realignment and deci
toto 50 years old anto 50 years old andto 50 years old and has suffered from various for
deterioration over thedeterioration over the years and is in need ofdeterioration over the ys
order to meet future demands.

Improvelmprove existing infrastructure systems to accommodate land uses approved
by the Guam Legislature.

ContractorContractor will design, constContractor will design, construct, renovate, rep
infrastrinfrastrucinfrastructureinfrastructure systems at Tiyan including roads, water syst
system,system, storm draisystem, storm drainage sysystem, storm drainage syst
communications systems.

ProjectProject willProject will provide Guam thProject will provide Guam the opportun
long-term job creation through the economic activitieslong-term job creation through the
infrastructure development.

AnAn improved infrastructure system whAn improved infrastructure system which wiA
and utilities which support full development of Tiyan.

TheThe Infrastructure Improvements Plan wThe Infrastructure Improvements Plan wiTh
overover a five year perioover a five year period in conover a five year period in consor
increments.

TheThe following is a budgetThe following is a budget cost estimateThe following is a bud
out (design and construction):

Road Improvements $21,243,838
Water System Improvements $ 2,040,180
Wastewater System Improvements $ 1,456,200
Storm Drainage System Improvements $4,317,648
Power System Improvements $ 3,517,020
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Project Name:

Situation Statement:

Obijective:

Project Description:

Anticipated Impacts
andand Benefits:

Street Lighting System Improvements $ 1,550,700

Telephone System Improvements $ 1,388,640

Total $35,514,226

(Note that design(Note that design and construction of a portion of the water and wastewat
systemsystem has already begun pursuant to a grant from the Economic
Development Administration.)

Northwest Parkway Project

TheThe conThe construction of this Northwest PaThe construction of this Northwi
accessibilityaccessibility to many private properties adjacent toaccessibility to many private
TheThe pThe project iThe project is necessitated by increased security requirements
protectionprotection at AAFB,protection at AAFB, which hinders non-DOD personnelpro
basebase to non-DOD property. Thebase to non-DOD property. The projectbase to non-D
onon an exison an existingon an existing public roadway to allow access to private p
expand Eco-Tourism opportunities in the northern part of Guam.

To resurface, upgrade and extend an existing public roadway.

Design,Design, resurface, upgrade 6.Design, resurface, upgrade 6.82 miles oDesign, re
approximately 3.5 miles.

ProjectProject would enable Andersen AirProject would enable Andersen Air Force Base t
sesecuritsecuritysecurity requirements while simultaneously allowing local land owners
accessaccess their property. The project will benefit aaccess their property. The pr
economyeconomy andeconomy and the tourism industry by providing accessibility toecon
fafacilitiesfacilities Ifacilities located in Northern Guam. There may be an effect to w
habitat, which will be assessed during the design phase.

ProjectProject DeliverdileThe resurfacing, upgrading and extensionThe resurfacing, upgrading and extension of a

Timing and
Responsibilities:

Budget:

Project Name:

Estimated time to compete the project is 18 months.
The project is estimated to cost $7 Million.

Design and Construction of Marine Drive By-Pass (Route 20)

SituationSituation StatSigenficant traffic congestion existsSignificant traffic congestion exists at the intersectionsSi

accessaccess road and Marine Drive which slows vehaccess road and Marine Dri
productivity,productivity, and adversely affects the military s abilproductivity, and
equipment, supplies and personnel anong military installations.
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Objective:

Project Description:

Anticipated Impacts
andand Benefits:

TheThe projectThe project willThe project will enable the Government of Guam to desigr
bypassbypass at Tiyan which is crucialbypass at Tiyan which is crucial to the success of th
GuGuamGuam 2010 Highway Master Plan and the Guam International AGuam 201
Authority Development Plan.

To construct an alternate roadway forTo construct an alternate roadway for MarineTo con:
roadwayroadway corridor that will follow the western boundary of troadway corridor tha
Naval Air Station and continue eastward to the Route 16 underpass.

TheThe Marine Drive bypass will reduce congestion on MarineThe Marine Drive bypass w
asas well as improve access tas well as improve access to the Guaas well as improve a
efficientefficient circefficient circulatiefficient circulation of airport  related vehicular traffic
enticeentice further development of airport type activitiesentice further development of airj
and will provide for more economic benefits to the local economy.

ProjectProject Deliverdtile:improved accessibility and safer roadway conditionsThe improved accessibility and sz

Timing and
Responsibilities:

Budget:
Project Name:

Situation Statement:

Obijectives:

Project Description:

Anticipated impacts
andand benefits:

Project Deliverable:

Guam including its military population, tourists and island residents.

Estimated time to compete the project is 24 months.
The project is estimated to cost $31.7 Million.
Small Business Incubator

TheThe SThe Small Business Development Center at the UniveThe Small Business
seekingseeking to construct a business incubator to create joseeking to construct &
structustructuralstructural deficiencies that exist among micro business producers of fos
products, and small service businesses on Guam.

TToTo constTo construct facility that will provide lower than market cost facilities and
equipmentequipment to micro foodequipment to micro food and equipment to micro ft
services.services. The project will support the services. The project will support th
amongamong women, Pacific islanders, and other disadvanamong women, Pacific islanders,
as well as the general public.

Issuelssue an RFP to obtain conlssue an RFP to obtain constructionlssue an RFP to obte
been designed.
PProjecProject would create an anticipated 250 new jobs among minorityProject would crea

other disadvantaged residents.

AA A completed incubator meeting the specifications developA completed incubator |
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Timing and
Responsibilities:

Budget:
Project Name:

Situation Statement:

Obijectives:

existing construction design.

TheThe contractor is expected to compThe contractor is expected to complThe contr:
award of the contract.

The project is estimated to cost $1.5 million.
State Statistical Center

Various entities in Guam produce statistics whileVarious entities in Guam produce statisti
thatthat should be collected are not.that should be collected are not. that should be collectec
foundfound the found the generafound the general lack of relevant, reliable and timely s
affectedaffected decisions to locate here. affected decisions to locate here. There is a need tt
thethe collection, analysis,the collection, analysis, publication, and distributionthe collectiol
timely statistics to meet identified public purposes.

ToTo create a State Statistical Center to coordinate the collection, analysis,
publication and distribution of data for economic development purposes.

ProjectProject Descripamploy a ChiefEmploy a Chief Economist to guide preparation of aEmploy a Chief Econo

Anticipated Impacts
and Benefits:

Project Deliverable:

Timing and
Responsibilities:

Budget:

Project Name:

and implement over a one year period.

Reliable,Reliable, relevant and timelyReliable, relevant and timely statistical information
economic and social development.

AnAn eAn employment contract and a StAn employment contract and a State Statistic

typestypes of statistics to be collected, responstypes of statistics to be collected, respor
related purposes..

TheThe Government of Guam will complete implementatThe Government of Guam v
within 12 months from the date of grant award.

$600,000

Regional Software Support Center

SituationSituation Statkmbergstinterest has been raisedInterest has been raised by severallnterest has been raised by

Obijectives:

inin exploring thein exploring the possibility of using Guam as a hub for their software supp
andand marketingand marketing activities. and marketing activities. These companies hav
wouldwould like to use Guam as a software supportwould like to use Guam as a software sl
needs to assess the potential for this type of activity.

ToTo assess the To assess the poteTo assess the potential for this type of activity and to
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and costs for the development of such an industry.

ProjectProject Descripfrensibility StFeasibility StudyFeasibility Study Feasibility Study anFeasibility Study and Co:

Anticipated Impacts
and Benefits:

Project Deliverable:

Timing and
Responsibilities:

Budget:

Project Name:

AA Center for Software Support for U.S.-based software companieA Center for Softw:
business in Asia.

Creation of Jobs in the information technology field.

AA reportA report analyzingA report analyzing the feasibility of such an endeavor inclusi
and benefits.

AsAs interest has As interest has been expressed in the last two months, GuaAs int
complete this study in 6 months.

$100,000.00

Multi-purpose Fishing Vessel

SituationSituation Stat€me€hte Guam Fishermen s Cooperative AssociationThe Guam Fishermen s Cooperative .

Obijective:

organizationorganization whoseorganization whose mission is to market the fish harvestec
TheThe The average vessel size of its members is 22 feet. The EI Nino and The aver
Nina weather conditions demonstrated that theNina weather conditions demonstrated th
isis inadequate and unsuitais inadequate and unsuitableis inadequate and unsuitable t
GreaterGreater fisher capacityGreater fisher capacity is also needed to meetGreater fisher c
freshfresh quality fish. Today, the island imports 95 fresh quality fish. Today, the
consumes; valued at $32 million.

ToTo increase thTo increase the loTo increase the long tem benefits that will advan
Guam sGuam s economy and stimulate growth through thGuam s economy and stimula
vesselvessel to advance the fishery industry and development vessel to advance the fishery inc

ProjectProject Descripfiorpurchase a large, US made hull, vesselTo purchase a large, US made hull, vessel and tod

Anticipated Benefits:

Timing and
Responsibilities:

TheThe Coop will prepThe Coop will prepare the spThe Coop will prepare the speci
training program.

TheThe Project will demonstrate the economic poteThe Project will demonstrate the

vessel.vessel. The creation of ten fisheryvessel. The creation of ten fishery jobs and ten sug
economy will realize $2 million in annual revenue from fish sales.

TheThe Guam Fishermen s Cooperative AssociationThe Guam Fishermen s Cooperative A
one year.
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Budget: The project is estimated to cost $200,000.
Project Name: Design and Construction of Tumon Bay Light Rail System

SituationSituation Stat@mmsgiroject will This project will rThis project will reduce highway congestion within the are
ofof the touof the tourism industry in Guam and showcase Guam as a United Statof th
Territory in the Pacific Region.

Objective: ToTo design and construct a light rail system tTo design and construct a light rail sy
Internationallnternational Airportinternational Airport with Tumon Bay (approximately 2 r
the entire a length of Tumon Bay (approximately 4 miles).

Project Description:  The design and construction of the Tumon Bay Light Rail System

Anticipated Impacts
andand Benefits: ProjectProject will reduce highwayProject will reduce highway congestion, provide a positi\
for the visitors to the island and increase tourist arrivals.

Project Deliverable: AA Light Rail SyA Light Rail System that provide a A Light Rail System that provi
congestioncongestion and allow for tcongestion and allow for the develcongestion and a
tourism industry).

Timing and
Responsibilities: Estimated time to compete the project is 27 months, including design.
Budget: The project is estimated to cost $280 Million.
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PROJECT MANAGEMENT AND EVALUATION FRAMEWORK

WhileWhile responsibility forWhile responsibility for the successful implementation ofWhile responsibility for t
bebe delegatedbe delegated to thebe delegated to the appropriate public/private organization, general oversight fc
assessment of the CEDS annual reports and updatesassessment of the CEDS annual reports and updates and its
the Guamthe Guam Economic Recovery and Development Team witheam with staff support from all Governmelr
GuamGuam agencies including the Bureau of Statistics and Plans, the Port AuthoriGuam agencies including th
GuamGuam Economic Development and CommGuam Economic Development and CommerceGuam Econ
completioncompletion of each project, all designated project sponsors will be requiredcompletion of each project, :
managementmanagement techniques to gumanagement techniques to guidemanagement techniques to guide pl
projects to the Guam Economic Recovery and Development Team.

Inln addition to using project management techniques to insure successful results, the Guam Economic
RecoveryRecovery and Development Team and its working groups,eam and its working groups, will conduct an a
CEDSCEDS process, includCEDS process, includinCEDS process, including the evaluation results in an ann
groupsgroups will also take responsibility for evaluating thegroups will also take responsibility for evaluating the
proposedproposed projects; b) adherence to implementation schedules and budgets;proposed projects; b) adherent
achieving stated socio-economic goals and priorities.

Inln assessingprogress towards improving Guam s eln assessingprogress towards improving Guam s economicln as
techniquestechniques willtechniques will be applied to measuretechniques will be applied to measure the expecte
uneunemunemploymentunemployment and underemployment; b) expanding development activities and invest
resolving key development issues, and d) improving living standards.
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