Guam USA ...
The Ultimate Destination




D I SCOVE R For both the new and seasoned investor 10012ing for the ultimate investment

WH AT GU AM destination, Guam has many aclvantages and opportunities to offer. We

C O U I_D O F F ER invite you to explore the elements that contribute to Guam's economic
clevelopmen’c as we enter the new millennium. As you journey ’c}lrough the

YO U following pages, it is our sincere hope that you will appreciate the beauty of

our islancl, the value of our culture and ‘craclitions, and our aspirations for the future.

While tourism has been the primary driver of the island's economy for the last three decades, the
government of Guam and leaders in the private sector have join’cly made aggressive strides in creating an
environment conducive to the clevelopment of other in(lus’cries, such as financial services, fisheries, and

telecommunications. Recent 1egis1ation to promote Guam as an attractive location for

insurance companies and Guam-based
trusts is also evidence of the
GU[AM\ Ul S/A\ commitment made loy the
government and people of this

W E island to make Guam the

ultimate investment domicile.

S To inquire further of the tax benefits
available under the Qualifying

Certificate program please contact the

Guam Economic Developmen‘c
Authority (GEDA), Industry
Developmen’c Division via
telephone (671) 647-4332,
facsimile (671) 649-4146.

You may also e-mail at
investGuam@geda.guam.net,

or write GEDA at ITC

Buil(ling, Suite 511, 590

South Marine Drive,

Tamuning, Guam 96911.

Please send to the attention of
the Aclminis’cra’cor, Mr. Ed
Untalan.
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P.O. Box 2950 Hagitfia, Guam 96932
TEL: (671) 472-8931 * FAX: (671) 477-4826 * EMAIL: governor@mail.gov.gu

Felix Perez Camacho
Governor

Kaleo Scott Moylan

Lieutenant Governor

A MESSAGE FROM THE GOVERNOR AND LT. GOVERNOR OF GUAM

Hafa Adai! Thank you for the interest in the prosperous community many have come to call
“America in Asia” — Guam. Ours is a unique island on the western-most frontier of the United
States, a culturally-rich society with promising economic propensity and boundless opportunity. We
are America’s Pacific marketplace just three hours from Beijing’s emerging industries, Tokyo’s
bustling commercial streets and Kuala Lumpur’s financial district.

Investing in Guam means making a safe investment in an island with banking institutions backed by
the full faith and credit of the United States, a stable government that promotes economic freedom
and U.S. military installations that fortify the island from harm. What makes Guam distinct is that
our island, by far, is the closest American community to Asia, Australia, the Western Pacific and
Magnificent Micronesia.

Our economic conditions make the island even more attractive. Guam’s vibrant economy is supported
with adequate infrastructure to sustain state-of-the-art advancements in operations. The island’s
physical plant, roadways, utilities and ports are growing in preparation of major economic expansion as
many are discovering why President George W. Bush calls Guam an “American treasure.”

The heart of our economic viability is Guam’s rich and diverse ethnic heritage that accounts for a
unique and common culture that promotes global connectivity and fosters growth throughout the
international community. With many of our citizens hailing from a number of Asian, Pacific and
Latin American countries, our society is culturally connected to many throughout the world. For
those who come to call Guam home, our island offers the world’s most progressive and secure
opportunities to succeed and make a mark on the world’s economic stage.

We invite you to be a part of our economic expansion ... to invest in an island and an economy that
is secure with a skilled workforce, an enviable quality of life, breathtaking natural beauty and
opportunities unmatched anywhere in the world.

Sinseru yan Magahet

ELIX P. CAMACHO! KALEO S. M LA;
I Maga’ Lahen Guahan!] I Segundo Na Maga’ Lihen Guahan

Governor of Guam!| Lieutenant Governor of Guam
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GEOGRAPHY, TOPOGRAPHY & CLIMATE

For the adventurous investor 1ooleing for new
and unexplored investment opportunities Guam,

USA, offers unique advan’cages.

Our island’s diverse geographic characteristics
and ideal positioning within the Pacific basin,
supportive business environment, stable political
system, stewarclship of the U.S. ﬂag, and
hospita]ale community are major pluses to put at
the top of your list when considering investment

on Guam.

Guam is the 1argest and southernmost island
of the Marianas Islands chain. Formed through
the ﬁery birth and re-birth of undersea volcanoes
millions of years ago, Guam’s topography boasts
southern mountains and the high limestone
northern pla’ceau. Coral reefs are the foundation
of a paraclise 30 miles 1ong with an overall land
area of 212 square miles.

][alc/wry Cove, Fadian Point

This geographic cliversity is the basis for an
island whose character ranges from the white sand
beaches and limestone jungles of the north to
volcanic mountains blanketed lay sprawling
savannas and ‘cropical rain forests in the south.
Our climate is tropical in nature and remains
pleasantly warm througl'lout the year, with

temperatures ranging from 75 to 86 clegrees
Fahrenheit.

Guam was the first Pacific island discovered Ly
the western world. Then, as now, it served as the
gateway to Asia, America and the Pacific region
around it. Situated about three hours lay plane
from Toleyo and Manila, four hours from Hong
Kong and Taipei, five to six hours from Seoul,
Singapore, Bangleole and Australia, and only seven
hours from Hawaii, Guam truly is the hub of the
Western Pacific.



POLITICAL SYSTEM

The people of Guam enjoy the benefits of
democratic self—government under the Organic Act
of Guam, and the protection of rights under the
U.S. Constitution.

An unincorporate& territory of the United
States since 1950, the local government is
organizecl into three branches — 1egislative,
executive and judicial. Our system of checks and
Lalances, the foundation of this form of
democratic government, guarantees the protection
of the inalienable rights of the people of Guam
from intrusion l)y other individuals, groups and
the state.

The legislative branch consists of a unicameral
legislature of 15 senators elected for two-year
terms. Empowere(l to make the laws that govern
our society, the 1egisla’cure is responsil)le for
creating laws to protect the community, ensure its
health and promote its &evelopment. It also
provi(les a check on the other branches of
government L)y its authority to approve or
disapprove the policies of the Government of
Guam pertaining to the use of funds held in the
pul)lic trust.

Guam’s judicial branch decides issues of
constitu’cionality of local laws and interprets how
these laws should be appliecl. The judiciary
consists of two laodies, a Superior Court of Guam
and the Supreme Court. The lower court reviews
and decides all issues of local 1aw, while the
Supreme Court primarily reviews lower-court
decisions, provicling additional opportunities to
maintain the integrity of Guam’s political system.

A\"ji/itm'y F/ag ]\)471'51'1757, Pre World War 11

Finaﬂy, as the chief of the executive branch, the
governor is tasked with implementing Guam’s laws
through the 73 clepartments, Lureaus, committees
and agencies maleing up the Government of

Guam. The governor sets the tone, pace and

direction in which the island progresses, especiaﬂy
in areas such as pul)lic health and safe’cy,
community clevelopment, management of Guam’s

na’cural resources, ancl economic clevelopment.

In addition to his role as chief executive, the
governor provicles an additional check for the
people on the politieal system through his veto
authority over all laws passed ]oy the legisla’cure.

L ]

e . rQ . 1.
Investments in Guam enjoy U.S. economic staZ?l/ity

and protection under U.S. Law

When consiclering any type of investment in
toclay’s world, the careful investor should examine
the po]itical climate for sta]:)ility and comnsistency,
in order to ensure the security and safety of any
investment. Guam’s elected local government and
United States territorial status offer investors a

secure, stable and free political climate.



SOCIAL AND CULTURAL CLIMATE

Perhaps one of the last real “melting pots" in
the world , the cultural melange of Guam’s many
ethnic and social communities provicle flavor and
variety in every aspect of daily life. From the
charming local vendors at the picturesque
Chamorro Viuage open market to international
students at the University of Guam, the island is
alive with a unique feeling created l)y many varied

languages, customs, cuisine and cultures.

Predominant in Guam'’s cultural mix are:
Chamorros (the incligenous people of Guam -
43%), Filipino (23%), and Caucasian (14 %).
The Korean, Chinese, Japanese, other Pacific
islanclers, European, East Indian, and Australian
natives also lorighten the island’s cultural
landscape.

An average clay for anyone 1iving on Guam
provides many opportunities to dip into the
nuances of foreign influence. Expansive marble
hotel lobbies Lustling with £oreign visitors, locals

and visitors Sharing a seaside barbecue in a

1’\)'0/7171'5/70,0
1’\!72‘/701@ Apuron,
leader 0_7[ Guam's
/argu,sf m/igoz,ls
persuasion, the
Catholic
community, alz,n'ing
Christmas Mass

celebration.

Cultural dancer at the
recent South Pam:][ic
Games hosted Zﬂy

GL{CI m

handmade hut, high—powered international
negotiations in a boardroom overloolzing the
Phi]ippine Sea... all happen cach and every (lay on

Guam.

In recent years, Guam is
seeing a renaissance of the
Chamorro culture. The
annual Guam
Micronesia Island
Fair, which ]arings
toge’c}ler the arts,
crafts, entertainment
and sports from the
island/countries of
Micronesia and
Oceania, has
become a popular
£ami1y event for the
tourists as well as local

residents. The
Maga’lahi Art Awards
give recognition to
those individuals and
organizations that
further the arts and
culture of Guam. The



Guam Council on the Arts and Humanities
Agency (KAHA) is also responsi]ale for Guam’s
participation in the quadrennial Festival of Pacific
Arts, sponsorship of local art shows, implementing
1egisla’cion to provi(le local art at pu]alic places, the
administration of grants and fellowship programs,
etc.

Perhaps the most aﬂuring gif’c Guam has to
offer is the gentle spirit of her native people. As
fierce warriors and hunters who lived in highly
socialized ViHages in ancient times, the Chamorro
people have built a proud heritage based on strong
familial ties, a strong sense of sharing,
commitment to hard work and religious faith that
is still very much alive today.

Fami/y Dortrait, [\’ia]ing a Cam[vao,
Pre-World War 11

e .—---lJbru-'\.|

7_77(2 C/mmorro ‘/i//Cl_L]O, a }7/&(18 to c.\‘pcricncc /OCLJ/][OOJ,

music and cu/iure.

ENVIRONMENT

A clean environment is one of Guam’s most
precious resources. During recent years, combined
efforts between the local community, government,
private businesses, and the U.S. military, have
made a difference in provicling a clean coastline for
the island. A(:Hitionaﬂy, the annual Guam
International Coastal Cleanup provicles a 1ong
term benefit as a data collection Jcool, and a
practical medium to educate school children on the

pro]olem of marine poﬂution.

The annual Beauty and the Beach Cleanup is
another partnership event between the local
government agencies and private businesses to
clean up the Leaches, followed by a time of
celebration with food and entertainment for the
participants.

The Guam Chamber of Commerce administers
the “Chalan Mami” or “Our Street” program,
wl'lereljy businesses have a mechanism to aclopt and
pay for the cleanup on a stretch of roa&, and at the
same time provicle funclraising opportunities for

non—profit organizations.
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University of Guam

EDUCATION

There are 37 pu]:)iic schoois, 19 private schools
(several of which include pre-K through hig}i
scilooi), a community coiiege and a iour—year
accredited university on Guam that are patterne(i
after school systems in the continental United
States. Public schools are accredited i)y the
Western Association of Schools and Coiieges.

Post Secondary Level

Guam Community College (GCC):
Established in 1977 and accredited by the Western
Association of Schools and Colleges, GCC offers

more than 40 courses of stu(iy.

By recognizing its role in the economic
prosperity of the community and staying abreast of
business trencls, the coiiege responcls to the
pre(iominant training needs of the region i)y
(ieveioping new and innovative educational

programs.

Programs at the coilege are intended to meet the
many educational needs and interests of the
community and include: accounting, supervision
and management, information systems, computer
science, construction tra(ies, architectural
engineering technology, civil engineering
technoiogy, criminal justice, electro-mechanical
tra(ies, horticulture, early childhood eclucation,

cosmetology, sign ianguage interpreting,

10

marleeting, automotive technoiogy, food and
i)everage operations, hotel operations, travel
agency management, tour operations
management, waterworks technoiogy and
the apprenticeship training program for

construction and hotel industries.

GCC also offers a variety of community
service and special programs inclucling
Engiish as a secon(i 1anguage, a(iui’t i)asic
eclucation, generai education (ieveiopment
preparation and testing, and an adult high
school (iiplorna program. The coliege runs a
comprehensive vocational high school program on

its campus and offers vocational classes in all of

Guam’s pu]alic high schools.

University of Guam (UQG): Founded as the
Territorial Coilege of Guam in 1952, this
institution was grante(i, its charter as the
University of Guam in 1968. Itisa 1an(i—gran’c

institution accredited ]:)y the Western Association
of Schools and Coiieges.



The student l)ocly is made up of representatives
from more than 40 countries in the Asia-Pacific
Region and around the world. Enrollment in the
five coﬂeges, as well as specialized classes under the
Center for Continuing Education and Qutreach
Program, is now more than 7,000 students and
continues to grow.

The University's English Language Institute
offers courses in English as a second language
throughout the year, the primary purpose of which
is to prepare non—English spealzers to attend
American universities.

There are five research units operating on
campus. The Richard F. Taitano Micronesian
Area Research Center houses the island’s best
source of photographs and thousands of
documents from the Spanish era, and other
regional sources. The Marine La]:)oratory is
recognized in’cerna’cionaﬂy and holds a collection of
more than 20,000 specimens. UOG’s Water and
Environmental Research Institute is considered ]:)y
the U.S. government as one of the top five

Students ~ Pre-World War 11
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programs in the nation for work in this field.
Finaﬂy, the Micronesian Language Institute is
dedicated to the research, teaching and service of
the incligenous 1anguages of the region.

The University has established relations with
institutions of higher 1earning to provicle a forum
for shared 1earning in Taiwan, China, Japan and
Korea. UOG was the venue for the first-ever
executive seminar for the Dun-Bu Insurance Co.
of Korea, and the first-ever real estate seminar for
executives from the Misawa Home Corp. in Tolzyo.
Students from Japan Wishing to obtain U.S.
Certified Public Accounts certifications come to

UOQG for the examinations. UOG also has a
Master’s program in Pohnpei and Saipan.

In adclition, the university's spacious
recreational complex (the University of Guam
F‘ieldhouse) provicles an excellent facility for indoor
concerts, sports competitions, trade shows and
other special events.

)

Island youl[v enjoying outdoor rccrualiona/,/sz'/ilics
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HEALTH CARE

Guam’s health care system includes two major
hospitals, a Widespread clinic network, a broad
selection of general and specializing physicians,

and well-run medical evacuation operations to

Hawaii, the U.S. mainland and the P hilippines.

Guam’s two hospital facilities are the Naval

Regional Medical Center and the Guam Memorial
Hospi’cal. While the Naval hospital provicles
services to veterans, active—du’cy personnel and
military dependen’cs, Guam Memorial Hospital
provi(les health care for the remainder of the
general pul)lic. The Guam Memorial Hospital is a
pu]alicly—owned facility opera’ced as part of the

Government of Guam system.

The public hospital has a 192 bed capacity; 159
acute care beds and 33 1ong—’cerm care beds. The
hospital also has 16 newborn bassinets that
accommodate more than 3,000 births per year.
All customary acute care services (aclult and
pedia’cric medical services, neonatal, pedia’cric and
adult intensive care services) and skilled nursing
care are provi(lecl. Guam Memorial Hospital is
capa]ale of providing for the basic and specialized

health needs of our community and the region.

Guam's pulv/ic /1ospiia/ serving all of Micronesia's medical needs

12

Guam's Cancer
Institute mitigates
the need ][or cancer
patients to seck

0’7[/[— island

treatment

The hospital provicles a host of diagnostic and
therapeu’cic services to both inpatients and

outpatients, inclucling:

. laljora’cory and blood bank services

* clietary services

* radiology; nuclear medicine and CT scan
cliagnos’cic services

* pharmaoeu’cical services

®  respiratory care and carcliopulmonary
services

* hemoclialysis

° physical, occupa’cional, recreational and
speech therapy

. pastoral care services

*  social services

* patient education

*  24-hour emergency operation

e cardiac catheterization lab

* angiography suite

Guam has ten specialty and emergency care
clinic systems, and as of May 2000, approxima’cely
170 licensed pl’lysicians, 62 clen’cists, 532 regis’cerecl
nurses, 140 practical nurses, and 42 individual,
marriage and family tl'lerapists. More than 28
pharmaoies are available for prescription &rug

neecls.

Recent additions to specializecl healthcare
facilities are the Cancer Institute of Guam and the



Guam Radiology Consultants. They provide the
gy Y P

latest state-of-the art technology and specialt
gy P y

cancer treatment, with American Board of

Racliology certified pl’lysicians and ASRT certified

radiation therapists. At the time of this

pulolica’cion, the Cancer Institute of Guam

provitles the only painless ultrasound prostate

biopsy in the Western Pacific.

psy

Just opened in 2000 and located one mile from
the Guam Memorial Hospi‘cal is “Sagua Maiiagu”
or “Bir’ching Bay,” the first priva’cely owned
and opera’cecl loirthing center on Guam.
The center is a spacious homelike facility,
with seven labor/ clelivery/ recovery rooms
each fuuy equippecl with amenities and
accommodations for expectant mothers and
families, such as kitchen facilities, 1arge

private loa’chrooms, TV & VCR, rocleing

chair, and rest areas for visitors.

World-class l)io/ogica//c/wmica/ lab services at DLS/BioFath Guam
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HOUSING

Guam offers a wide variety of housing options,
from ocean view villas and executive homes wit
top—of—the—line amenities to cozy condominiums,
duplexes and homes well-suited for new and
growing families. The 2000 Census recorded
about 45,000 houses and apartments on island,
an increase of about 15,000 from the 1990

Census.

Housing for purchase or lease on Guam is
readily available. Construction costs range from
$72 to $90 or more per square foot (depending on
quality) giving an average three-bedroom house
price of approxima’cely $145,000 to $156,000.
Mortgage loan funds are readily available from

institutional lenders.

The rental market indices show two-bedroom
units renting from $5OO to $7OO per month and
three-bedroom units renting from $7OO to $1,000 — e

and up, depending on loca’cion and amenities. Housing unit available in an upsca/c Guam )101'9/71701‘/7006[

Pre-World War 11 Vi//agc Construction



RECREATION

Guam is a virtual tropical playground with
recreational activities to suit every taste. In
addition to a variety of international cuisines
offered at local eateries and numerous formal
dining establishments, Guam’s dazzling hotel
district features regular exhiljitions, shows,

concerts, carnivals and special events.

Each of Guam'’s viuages hold a traditional
“fiesta” celebration each year in honor of their
patron saints. Fiestas are open to all, and feature
outdoor feas’cs, music, dancing, and a chance to
visit with friends and family.

For individual and family recreation, a 1ong list

Go/][ is a popu/ar past-time ][or both

residents and visitors alike

of “’chings to do” can quiclely fill an active social

ancl recrea’cional calenclar:

. golfing

* parasaihng

® jet sleiing

* snorleeling and cliving
* beach resorts

* water parles

e dinner cruises

. nature/l'lileing

* dinner shows

. nig}l’c market

. cleep sea fisl'ling

* shopping

* sightseeing

* theme restaurants
® aquarium

* clolphin wa’cching
* underwater observation
¢ museum

* health spas

* gun shooting

. clog racing

d helicop’cer tours

In addition, many sports leagues play year-
round ’chroughout the island and offer team sports
for all ages in sof’cl)aﬂ, loaseljaﬂ, loaslzetbaﬂ,
£oo‘c]oaﬂ, soccer, tennis, swimming, canoeing,
leayaleing and more!

Optiona/ Divii7g/Fis]1ing Tour Boat moored

S/qopping in Tumon Tourist District

in Piti, Guam
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A wide variety o][ Eumpcan pma’ucts
availabe at the DFS Guam Galleria

Keystones in the Pleasure Island Tourist area, Outrigger
Guam and Hard Rock Ca][e

Investment Advantages



AMERICA IN ASIA

As the United States’ westernmost
territory, Guam is “Where America’s
Day Begins.”

Asa member of the American

family, Guam is able to offer visitors a
stable and secure environment. Federal
law provides local seH—government on
Guam, U.S. citiZenship for her people,
and applica’cion of the U.S.
Constitution to the island.

While maintaining its rela’cionship
with the United States, Guam also enjoys its
strategic location as the gateway to Asia. It is
1,500 miles east of the Philippines, 1,500 miles
southeast of Japan, and 3,100 miles northeast of
Australia. This proximity makes travel to Guam

quiclz and convenient.

Guam, a major gateway to Micronesia and the
Far East.

Guam is serviced by several international,
regional and inter-island carriers, including

Continental Micronesia, Japan Airlines, Northwest
Airlines, All Nippon Airways, Air Nauru, Asiana

Japanese lourists about to enjoy a steak meal
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= . .
Fassenger p/anc at Guam International Airport

Ajrlines, China Ajrlines, Freedom Air and Pacific
Island Aviation.

Under the Guam only visa waiver program,
visitors from 16 countries are able to visit Guam
for up to 15 (lays without a US visa. Please see
Guam’s Visa Waiver Program on page 35.

These airlines connect Guam via direct air
service to major destinations in the United States,
Asia and the Pacific. F‘lying time to Guam is
about seven hours from Honolulu, and three to
four hours from Tolzyo, Manila, Taipei and Hong
Kong. Average airline seat capacity is close to 2.3
million seats, with further increased seat capacity

anticipated from all major origins.

BUSINESS CLIMATE

In addition to an enticing climate and prime
Ioca’tion, Guam USA offers a strong business
environment in which to clevelop and grow a

Success£u1 company.

The proo£ of Guam’s Vial)ility asa thriving
commercial center is evidenced l)y the many U.S.
and international companies who have alrea(ly
made Guam their home and the successful local
companies who contribute to the strength of the



business community. Major players include names
of world renowned hotels such as Hilton, Hyatt,

N ilelzo, Westin, Sl’lerwoocl, Outrigger, Marriott,
and the Holiday Inn; international financial
institutions like Bank of Hawaii and Honglzong
Bank (HSBCQ), and international retailers such as
Duty Free, K-Mart, Lil)erty House, Chanel,
Gucci, Louis Vuitton, United Colors of Benneton,
and Esprit. Restaurant chains including Sizzler,
Pizza Hut, Denny’s, JoHy Bee, Burger King,
McDonald’s, %ncly’s, Lone Star, and Tony
Roma’s can be found throughout the island.
Tumon's tourist district is also the home of Sam
Choy’s, TGI Friday’s, Hard Rock Cafe and the
Planet Hoﬂywoocl Restaurant. Gloria Jean’s,
Starbucks Cogee, and TCBY have also made their
way to the island. Guam invites you to discover
the lucrative results companies such as these derive

through their operations on Guam.

Com/mmiz‘y Water U&”’G//, Pre World War 11
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Container /oaa/fng at l/'zc (7017'1)710)'(111/ Port o,/ Guam

INFRASTRUCTURE

Seaport Facilities

The Commercial Port of Guam is the 1argest
and safest deep-wa’cer port between Hawaii and
Asia. It's location at the transshipmen’c and
transportation center of the Pacific Basin makes
Guam the ideal hub for any business.

The Commercial Port serves vessels from
around the worl&. In FYIQQQ , approxima’cely 350
£oreign—ﬂaggec1 cargo vessels and 1,919 £oreign—
ﬂagge& fishing vessels called on Guam’s port. The
majority of these fishing vessels were Japanese and
Taiwanese 1ong—liners serving Asian sashimi
markets, taleing aclvantage of the efficiency and
ease of access provicled })y Guam’s highway system
and the Guam International Air Terminal.

While many Asian seaports are overcrowded
with limited potential for grow’ch, Guam is in the
ideal position for expanding its present port
facilities tl'lrougl'l capital investment and the

acquisition of excess federal lands.

In order to help Guam meet its responsﬂ)ﬂities
as a transshipmen’c hub, the Port Authority of
Guam has &evelopecl a master plan that will expancl
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the current port footprin’c to include new
deep—wa’ter cargo piers, upgradecl fisheries
facilities, expande(l container 1ay—clown
areas, and industrial parle and cruise—ship
facilities.

The Commercial Port currently
maintains three containerized cargo
berths with clepths of 38 feet. To service
these berths, the port utilizes three 40-
ton gantry cranes. For 1arger cargo items,
a 150-ton heavy lift crane is used. Three
fuel piers are available within the harl)or,
two for commercial use and one for the
Navy. To support its cargo activities, the port
maintains a 20.5-acre container yard. In

FY1999, more than 1.9 million revenue tons of
cargo were moved through the port.

In addition to its current and expansion plans,
the port has identified a waterfront location with a
draft of 60 feet—an ideal candidate for
installation of a cleep—water pier with the most

moclern cargo equipmen’c.

Plans are underway to expand the fisheries
facilities to include the clevelopment of Warehouses,

ice plants, an auction house, net repair facilities

Y 1
Guam's port
/acz’/r'ly is the

. [ {
region s deepest
and serves as

the hub o_/‘

Micronesia

20

Guam International Air Terminal

and other support services for the fishing inclustry.
In adclition, modern passenger cruise ship facilities
are also plannecl.

Airport Facility

Guam’s other port of entry is the Antonio B.
Won Pat Guam International Air Terminal, which
services more than eight international air carriers.
More than 270 ﬂigh’cs per week connect Guam to
all major cities in the Pacific and Asia. In
adclition, the airport services nine air cargo carriers
which moved more than 33 ,167 metric tons of
cargo in 1999.

The terminal, built in 1982, experiencecl an
increase in passenger traHiC, pealeing in 1995 at
1,653,327 passengers. In 1999, the airport
handled approximately 1.3 million passengers. To
meet Guam’s current and projected needs, the
island invested more than $240 million in an
ambitious expansion and renovation program that
triplecl the airport’s total area.

The net effect of this expansion increased
passenger processing from its previous capacity of
1,500 passengers per hour to 5,000 passengers per
hour, easily accommocla’ting the growing arrival

num]:)ers.



In addition to the terminal expansion project,
the conversion of the Naval Air Station, Agana,
airfield facilities marked a major milestone for
Guam and created a wealth of aviation-related
opportunities. Among other facilities, the prime

properties include:

207,212 sq. ft. of aircraft hangar space

* 92,120 sq. ft. of additional cargo and
commuter terminal facilities

* 92,800 sq. ft. of warchouse space

* 67,0006 sq. ft. of office space

The Airport Authority continues with capital
improvement projects such as the extension of
runways and upgracle of the Commuter Terminal
Builcling to enhance its capacity and Safety.
Extended runways will provi(le the opportunity to
expancl air service to accommodate 1ong haul
trans-Pacific ﬂights to the U.S. mainland for

passenger and cargo aircraft.

The Guam International Ajrport Authority
(GIAA) now oversees approxima’cely 1,500 acres
of land formerly held })y the federal government.
GIAA has successfully entered into sublease
agreements with aviation-related commercial
tenants such as the commuter service Freedom
Air, and Continental Micronesia for which Guam

serves as a regional hub.

Power
Guam’s pul)lic power system is managecl I)y the

Guam Power Authority (GPA), one of more than
2,000 public utilities in the United States. Asa
result of investments made in the creation of new
generation facilities and the refurbishment of
existing assets, Guam’s current power generation
capacity stands at 502 megawatts and provicles
power to more than 43,000 customers.

In addition to capital investments clesignecl to
expancl the island’s power assets, GPA has also

implementecl unique incentives to promote

21

efficient use of power. One of these programs is
the Guam Energy Sense incentive which offers up
rebates through credits for power consumption, to
commercil users who purchase and install energy
efficient equipment. The energy-wise equipment
also helps reduce utility bills and conserve power.

In order to build system relia})ility and
accommodate grow’ch on Guam, GPA has entered
into twenty-year agreements with three
Inclependent Power Producers to enhance
generation capacities, increasing the island’s

generation })y 120 megawatts.

. . . [ [
[\ pl{["’/IC-pl'?l‘dfC P('{l't”ﬂ)'S/?l,U supp/os a large pc)'ccm‘aga 0][ (Il{(l”'l s

electrical needs

Hig’hway System

Guam’s modern system consists of a network of
961 miles (some with seven—lanes) of highways
running from northern to southern Guam,
Supportecl I)y secon(lary highways and two-lane
roacls, connecting all points on the island. Guam
continues to improve its highway infrastructure l)y
consistently maintaining roads and highways,
monitoring traffic patterns to iden’ti{:y and plan for
future expansion of the system based on needs
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assessments. F‘unding for Guam’s highway projects amount of usage, varying from $5 to $30 a
during 1995-1998 totaled approximately month.
$155,925,019.

Guam'’s unique a(lvantage is its connectivity in

Two of the more significant projects just terms of fiberoptic cable and satellite. It’s
comple’te(l are Phase I of the Tumon Bay particu]ar position on the glol)e allows data paclzets
Beautification Project which upgracled all the to make a single hop to be fiber-connected to the
infrastructure on the Pleasure Island section of other part of the world. Guam’s political and
San Vitores Road, the tourism center of Guam, economic stability also provicle an attractive
and the comp]e’tion of Guam’s first Un(lerpass/ environment for setting up call centers, sales
Overpass structure located near the Guam centers and telecommunication gateways.

International Airport.
The educational system in Guam, from the
pu]:)lic schools to the University, and innovative

Telecommunications private enterprises are talzing proactive steps to
Guam possesses the most advanced prepare an educated and tech—savvy workforce for

telecommunications infrastructure and systems in the immediate and distant future.

this region. The island sits at the nexus of the

Pacific’s underwater fiber optics cal)ling network, All these initiatives are designed to further

malzing Guam a telecommunications hub for Guam's status as a full service telecommunications

numerous international proviclers. hub in the Pacific. While the island’s advanced

local telecommunications system provicles the basis

The Guam Telephone Authority, or “GTA” asit  for international giants like MCI and AT&T to

is known locally, was created as an autonomous operate here alreacly, there is plenty of room for
agency of the Government of Guam twenty-six expansion in this inclustry. With the rapid

years ago. With island wide fiber—optic trunlzing, movement of major American companies into the
GTA is currently the only local te]ephone service Pacific Rim areas (especiaﬂy Vietnam, Malaysia,
provicler. GTA’s system is implici’t]y redundant Indonesia, Philippines and China), Guam is the
and provi(les alternate routing should clamage prime location for major firms who re]y heavily on
occur to any part of the ﬁber—optic ]oop. Its advanced telecommunications.

services are at par with other U.S. areas and much

cheaper than other similar sized service areas.

As Guam is included in the North American
Num]:)ering Plan, 1ong distance rates to the
U.S. mainland now average between 5 cents
and 30 cents per minute, clepencling on the
time and &ay of the week. Due to increasing
competition and the entrance of pre—paid
caﬂing carcls, international rates are also much
cheaper. Curren’cly there are 7 companies that
offer 1ong distance service, and 2 main carriers
of cellular service. Incentive plans are offered
l)y some companies which provide consolidated
services for land hnes, mobile and the Internet.
Half a dozen companies offer Internet access to
local residents, with rates accor(ling to the

U.S. national bank representation: Citibank with partner, Solomon Smith Barney
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Banlzing’ and Financial Services

There are more than 16 international and local
banks, subsidiaries of “Big Bight” accounting
tirms, two international insurance tronting
companies, a strong network of local insurance
agents and stock t)roizers, and a substantive
number of iegai firms experiencect in ctoing
business with Asia. The Guam Department of
Revenue & Taxation oversees the iicensing and
reguiating of all these institutions. All national
and local banks and savings & loans associations

are insured t)y the Federal Deposit Insurance
Corporation (FDIC).

All of the conveniences of modern t)anieing are
available to conduct financial transactions with
Virtuaiiy every corner of the gioioe. A number of
banks and credit unions are now ottering
insurance to their customers. Several banks are
also ottering investment services and opening or
strengthening their trust (iepartments as a result of
recent iegisiation that has attracted Guam-based
trusts to be established on island.

POPULATION AND LABOR

Guam has a population of 159,827 (1998

estimate t)asect on ttle iatest avaiiai)ie census
in 1990) inclusive of the miiitary.

Guam’s iat)or iaws are patterne(i atter

those of the U.S. and reguiatect t)y the

Guam Department of Labor. The

Governor of Guam is vested with the

auttiority to issue temporary labor

certifications on Guam if, after testing the

local labor marieet, it is found that:

quaiitie(i U.S. citizens or permanent residents are
not available to pertorm the require(i services and
that employment of a non-immigrant alien will not
actverseiy affect the wages and Worizing conditions
of U.S. resident workers who are simiiariy
empioyect on Guam. This temporary certification
is issued t)y the Guam Department of Labor for a
perioct of one year or less. Extensions may be
grantect fora perioti not to exceed three
consecutive years. Minimum wage is set i)y the

prevailing U.S. rates.
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Employment By Industry
June 2000

Agricuiture 350
Construction 4,500
Manutacturing 1,590
Transportation 5,10
Whole Trade 1,900
Retail Trade 12,040
Finance, Insurance

& Real Estate 2,540
Services 15,500
Federal Gov't 3,610
Territorial Gov't 12,070
Total: 59,210

Averag’e Hourly Wag’ es

Business Sector ~ AverageEarnings  Average Hours
per Hour Paid/Week
Agriculture 8.11 41.50
Construction 11.81 356.30
Manufacturing 11.98 37.70
Transportation 13.78 34.70
Wholesale Trade 13.77 40.00
Retail Trade 8.77 32.40
Finance, Insurance
& Real Estate 13.36 37.80
Services 8.45 35.70

Source: Guam Department of Labor (June 2000)

The diverse cultural composition of Guam’s
popuiation provictes a unique human resource for
the speciaiize(i ianguage, cultural and skilled needs

of any regionai operation.
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GUAM’S TAX STRUCTURE

General

U.S. citizens file only one tax
return to that juriscliction (Guam
or U.S.) in which they reside on
the last clay of the tax year.
Pursuant to Section 32 of the
Organic Act, Guam uses the

income tax laws enforced in the

L

United States. Income taxes
applical)le in Guam are determined
Ly applying the U.S. tax law
(Internal Revenue Code) and
substituting the word “Guam” for  Obtaining a business license and other related clearances is quick and easy at Guam's One-Stop

the WOI‘dS “Unitecl States.” The Service Center

Departmen’c of Revenue and Taxation through its taxes. Other than admissions, use and hotel
Taxpayer Assistance and Processing Branch issues occupancy taxes, there is no general sales tax
official pamphlets with detailed income tax imposed clirectly on the consumer.

information and provicles assistance to taxpayers.
Gross Receipts Tax

Personal Income Tax Unless exempt Ly law, all persons (individual,
U.S. citizens residing in Guam on the last day professions, partnerships, corporations, etc.) doing

of the year, unless exempt, are requirecl to file a tax  business or per£orming services in Guam are

return (Guam Form 1040) with the Government sul)ject to a 4% monthly privilege tax on their

of Guam reporting all world-wide income. Their gross receipts or gross income. Banks and other

personal income taxes must be pai(l into the 1encling institutions report their income on an

Treasury of Guam. annual basis and are taxed at the rate of 4% on

their net income. In general, retailers must report

Corporate Income Tax

Guam corporations unless exempt, are
sul)ject to income tax on their income from all
sources. Other corporations cloing business in
Guam incur income tax liabilities to Guam
for all Guam source income. Most Guam
sourced income of alien corporations are
sul)ject to tax at the same rates as for U.S.
corporations if “effectively connected” with
the conduct of a Guam trade or business.

Local Tax

Guam has the usual range of local taxes
found in the U.S. mainland, such as
gasoline, real property, gross receipts,
aclmissions, hotel, occupancy, etc. However,

there is only one legal taxing authority. There

are no separate municipal, county or district

. )
E”lLrC’UTCIYC‘,Z,I)'I('I/ success: [\l'HISlL}'U”g ]\47”[/7
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quarterly and pay the tax required on the gross
proceeds of sales on a monthly basis. Wholesale
sales, although generaﬂy exempt from Gross
Receipts Tax, need to be repor’ted quarterly.
Petroleum and alcoholic l)everages manufactured

on Guam are exempt.

Use Tax

All personal property importecl into Guam for
use or consumption })y the person importing it is
sul)ject to a 4% tax on the landed cost, payal)le
upon importation. The tax does not apply to
property having previous substantial use ]:)y the
person bringing it into Guam or to certain other
property specificaﬂy exempt. No tax is imposecl
when the total value of all property importecl })y
any one person in any one calendar month is
$1,000 or 1ess, not to exceed $5,000 in any
calendar year. Purchase of personal property in
Guam from a person not liable for the gross
receipts tax is also subject to the 4% use tax. A
Use Tax return is due quarterly.

Real Property Tax

A real property tax is levied upon land an&/or
improvements and is significantly lower than
similar taxes encountered in the United States.

bl?f}'C’UI'U]YC‘l,I)‘I’('I/ success: [raa]cnmr/e x\lhgllS

The rates are: one half of one percent of the
assessed value of the land and one percent of the
assessed value of the improvements on the land.
The assessed value is 35% of the appraised value.

Typicaﬂy a tax of $600 in California would be
equivalent to a tax of $90 in Guam.

Other Taxes

Guam has an Alcoholic Beverage Tax, Tobacco
Tax, Liquicl Fuel Tax, Admission Tax, Amusement
Tax, Recreation Tax, Facilities Tax, Hotel
Occupancy Tax and Vehicle Transfer Tax.

STARTING A BUSINESS

General Information

On Guam, as in all states of the United States,
there are many 1aws, rules and regula’cions
governing business activities. Guam has aclopte&
the provisions of the Uniform Commercial Code.
Most of the laws and proceclures encountered in
transacting business on Guam are similar to those
in the United States.

Registration Of A Business

All corporations, partnerships, joint ventures,
and associations must register with the Business
License Branch of the Department of Revenue and
Taxation, located in Tiyan. Their mailing address
is: Blclg. 13-2, Mariner Avenue, Tiyan,
Guam 96913. Registration must take place
prior to the issuance of any business license.
All trade names or DBA’s (doing business
as) to be used in conjunction with a business
(Whether proprietary, partnership, corporate,
or other forms) must be registered with the

same Lranch.

Licensing A Business

The Government of Guam requires all
businesses to have a 1icense, whether a
corporation, partnership, sole proprietor, or
other form. To ensure that efficient and
adequa’te assistance and support are made
available to all prospective })usinesses, the
Government of Guam has established the
One Stop Building and Business License
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Service Center, at 855 W. Marine Drive, where
application forms may be picleecl up and the
applicant will be advised of the required clearances
depending on the type of license to be obtained.
Licenses are renewable every June. General
qualifications are: applicant must be at least 18
years of age, owe no taxes and be of good moral
character. Questions regarding the various
processes g fee sche(lules involved regarding
permitting and 1icensing should be sent to:

One Stop Service Center
P.O. Box 2950

Hagétita, Guam 96910
Telephone (671) 475-4530/31
Fax: (671) 472-2128.

For additional information, please visit:
http:/ [www.gov.gu/ government.html

BUSINESS STRUCTURE

The Civil Code of Guam governs all

corporations, whether prorit or non—prorit, stock
or non-stock. The basic types of corporations
authorizecl to transact Lusiness on Guam are as

£OHOWS .

Domestic Corporation

Domestic corporations are those formed in
Guam Ly the Voluntary association of three or
more persons in the manner prescril)ed for any
lawful purpose. Articles of Incorporation must be
filed with the Business License Branch, setting
forth the name, purpose, place of the principal
office in Guam, term (not to exceed 50 years),
names and residences of incorporators, the number
of its directors (not less than 3 nor more than 7),
amount of capital stoclz, cte. The Articles must be
accompanied I)y the statement of the corporation's
treasurer showing that at least 20% of the entire
capital stock has been subscribed and at least 25%
of that sul)scription has been pai&. The secretary
or treasurer of a domestic corporation must be a
resident of Guam. Foreign Sales Corporations are
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considered domestic as defined in Sec. 922(a) of
the Internal Revenue Code and Sec. 278 of the
Civil Code of Guam.

Limited Lial)ility Corporations & Limited
Lial)ility Partners}lips

P.L. 23-65 and P.L. 23-125 allow Guam to
recognize Limited Liabihty Partnerships (LLP’s)
and Limited Liail)lity Corporations (LLC’s)
business structures that deliver the 12ey advantages
of “pass—through taxation” and limited lial)ility for
its owners and permit them to operate with less
£ormality. Professionals still remain liable for their
professional performance. Pursuant to P.L. 24-

103, LLP’s and LLC’s are eligible to apply for
benefits under the GEDA Qualifying Certificate

program.

International Ban/cing Opiions

Foreig’n Corporations

All off-island corporations are considered
foreign. A foreign corporation must obtain a
Foreign Corpora’cion License and a Certificate of
Registration before being permitte& to transact
business on Guam. The managing agent of the
corporation must file a notarized statement
including the name, purpose, location of home

oﬁice, capital stoclz, net assets, resident agent of



Guam, accompanied by a certified copy of the
Articles of Incorporation and a certificate that the
corporation has been established according to the
laws of the place of incorporation. A Certificate of
Good Stan&ing, usuaﬂy prepared ]:)y the Secretary
of State must also be furnished. In the case of

other foreign (alien) corporations, it must be

issued l)y a U.S. Consul.

SPECIFIC BUSINESS ACTIVITIES

Certain laws, rules, and procedures have been
established for specific professions, businesses and
trades. Standards are established l)y various
Boar&s, aclministrators, commissions, etc. as

Specifiecl })y various sections of the Government

Cocle Of Guam.

Alcoholic Beverage Control

The sale, import or manufacture of alcoholic
l)everages in Guam is su})ject to the Alcoholic
Beverage Control Act. The Alcoholic Beverage
Control Board is authorized to issue licenses for
Wholesale, retail and manufacture of alcohol, and
to agents, clubs, etc. Individuals or partners
applying for a license must have resided in Guam
for at least one year at the time of application. If
the applican’c is a corporation, the majority of the
members of the Board of Directors must be Guam

residents for at least one year.

Attorneys

The District Court of Guam may admit persons
who have been certified l)y the committee of
examiners of the Judicial Council to practice law.
In addition to passing the Guam Bar Exam,
applicants must meet residency and educational
requirements. The Attorneys Act speciries
regulations on duties, cliscipline, disl)arment, ete.

Banlzing

Applications l)y new banks are made to the
Commissioner of Banlzing (Director of Revenue
and Taxation). Banks incorporated ina £oreign
country may maintain a branch office in Guam,
but shall not conduct a domestic ]:)anleing business.
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Building’

The Building Law provi(les detailed standards
and requirements for the 1ocation, clesign,
construction, repair, use, occupancy, removal, etc.
of l)uilding and structures. It is administered ]:)y
the Director of Public Works. All buildings must
follow the Uniform Builcling Code, National
Electrical Code and Uniform Plum]:)ing Code,
which are the accepta]ale standards used on the
U.S. mainland.

Certified Public Accountancy

Annual permits to practice as Certified Public
Accountants are issued })y the Director of Revenue
and Taxation to holders of certificates which are
grante(l ]:)y the Territorial Board of Public
Accountancy to persons who have passe& the
examination and met the other requirements of the
Territorial Board of Public Accountancy.

Contractor

Application for a Contractor’s License shall be
made with the Guam Contractors Licensing
Board. Applicants must meet statutory
requirements, pass an examination and obtain

clearance from the Departmen’cs of Revenue an(l
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Taxation, Land Management, La]oor, and Public
Works.

Consumer Credit

The Uniform Consumer Credit Code governs
credit transactions such as retail installment sales,
consumer creclit, small loans and usury. It is
administered t)y the Savings and Loans
Commissioner (Director of Revenue and Taxation)
and is applicat)le to all businesses extending credit

to customers.

Cosmetology

The Cosmetology Law requires registration and
hcensing of cosmetologists, electrologists,
manicurists and cosmetology instructors. A Board
of Cosmetology administers the rules and
regulations prescrit)ecl ]:)y this law.

E”h'ﬂ 7)‘Cllg7lll'f(7/ success: IIUI(SC U][ [:/(Til'
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Engineers, Architects, Land Surveyors
Application for registration is made to the
Board of Engineering and Architectural
Examiners (Department of Public Worlzs). The
Board issues a certificate of registration, renewable
annuauy, to applicants who meet all the
requirements. Firms may obtain a permit for a
regular business license after registration of

memt)ers.
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Insurance Underwriters

An in&iviclual, partnership or corporation
clesiring to transact business in Guam as an
insurer must first be admitted and may transact
only those classes of insurance speciticaﬂy
authorized in the Certificate of Authority issued t)y
the Commissioner of Insurance. Applications are
filed with the Commissioner of Insurance at the

Guam Department of Revenue & Taxation.

Savings And Loan

The Savings and Loan Commissioner (Director
of Revenue and Tax) administers and enforces the
Savings and Loan Association Act. Savings and
loan associations require a certificate of approval

{rom the Commissioner and a business license.

Securities

Application for registration as a ]:)roleer—&ealer,
agent, or investment advisor is made to the
securities administrator (Director of Revenue and
Taxation). Securities sold in Guam must be
registered unless specitically exempt.

Trade Practices

The Trade Practices and Consumer Protection
Law defines and prohi]oits unfair methods of
competition and unfair or deceptive practices such
as false aclvertising, false origin of goods,
misrepresentation, etc. [t applies to all businesses

in trade and commerce.

Trust Companies

Application is filed with the Commissioner of
Banlzing at the Guam Department of Revenue and
Taxation, pursuant to the Guam Trust Companies

Act.

Others

Other local laws and requirements of interest to
certain businesses include Zoning, Sut)division,
Vehicle Code, Workmen's Compensation, Fair
Labor Stanclards, etc. Estat)lishing a new business
in Guam or maintaining and expancling an
established business require compliance with
applica]ole laws and requirements (including
payment of applicat)le tees).



COST OF DOING BUSINESS

Averag’e Power Rates

For residential services, the montiiiy service
charge is $5.21. The first 500 kilowatt hours are
$O3354 each per montii, and over 500 kilowatt
hours the rate increases to $.07950 cach.

For General Service, power rates run $.18916
per kilowatt hour for the first 200 used each
montii, and $.17198 thereafter.

For Large Power Service (cleman(i in excess of
200 kilowatts per day) the cost ranges between
$.17917 and $.22797 per kilowatt hour.

Averag’e Water & Sewer Rates
Water Rates are based on meter sizes, and are as
follows:

Base rate of $6 plus:

For Residential $2.40 per 1,000 gaiions
For Commercial ~ $3.00 per 1,000 gaiions
$1.00 per 1,000 gaiions
$1.00 per 1,000 gaiions

For Irrigation
For Livestock

Sewer rates are as follows:

Residential $ZO

Commercial rates are calculated i)y multiplying
$0.80 i)y total water consumption billed at the rate
per 1,000 gaiions.

Additional information may be obtained i)y

contacting Guam Waterworks Autiiority at:
jhjohn@i’te.net

Telephone Rates
Residential: Installation per line

$35 per jacie

Montiiiy fee for basic service $18.5O
Commercial: Installation per line $60 per jacie
Montiiiy fee for basic service $43.00

Facsimile installation is the same as for a reguiar
phone line. Custom caiiing features are also
available at additional cost.

Detailed and current information regar(iing
services and fees may be obtained i)y contacting:
gta@izuentos.guam.net
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Average Long Distance Rates

Rates for direct dial and operator—assisteci calls
vary between 5 cents and 30 cents per minute,
ciepenciing on the time and ciay of the week and the
destination called. Pre—paici caiiing cards offer
rates as low as 3 cents per minute to the U.S.
mainland, and at comparai)ie savings to other
destinations around the gioi)e.

Internet Rates vary from $5 to $3O per montil,

ciepenciing on the amount of usage.

Approximate Fuel Costs

Fuel Type Full Service  Self Service
Higil Octane

Unleaded ~ $2.18 $1.97
Reguiar

Unleaded ~ $2.08 $1.86
Diesel — $1.86

Volume discounts can be negotiateci, and
incentive programs for customer ioyaity provi(ie a

variety of choices for the consumer.

Postal Services and Rates

The U.S. Postal Service is the main air and
surface parcei carrier on island with numerous
satellite offices. Guam is within the domestic area
of the U.S. pos’cai system, so standard U.S.
domestic fees appiy. A one oz. letter requires 33
cents to mail to a U.S. destination. International
rates appiy to other destinations around the world.
(Private courier services are also available for off-

island deliveries )

Air Freigiit Rates (iepenci upon the origin and
destination of the si'iipment. Prices are very
competitive and may be negotia]oie and vary
accorciing to the type of commocii’cy. Generaiiy,
the rates for outbound pacizages to the U.S. are
consi&era]oiy cileaper than inbound pacizages.

Most courier companies are open for business 6
ciays a week. Overnigi'it service is available to Asia,

and pacieages to the U.S. normaiiy take 2-3 (iays.
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TOURISM: GUAM’S NUMBER ONE
INDUSTRY

Early Years antl Current Tren(ls

Guam’s visitor in(iustry has grown (iramaticaiiy
since its inception more than 30 years ago to
become the most signiticant sector tO(iay of the

island’s economy.

Despite its reiativeiy brief tiistory, tourism
cieariy is Guam’s number one in(iustry, accounting
for up to 60% of the government’s annual
revenues and provi(iing more than 20,000 direct
and indirect jot)s. With local government and
in(tustry leaders aiming for 2 million visitors t)y
the year 2005, tourism on Guam will remain the
cornerstone of the island’s economy, with ever-
increasing opportunities to meet our visitors’

nee(is.

In the first year of tourism on Guam (1967),
approximateiy 6,600 visitors came to experience
this island para(iise. Since then, Guam’s tourism
in(tustry has grown with great magnitu(ie and
importance in this U.S. territory, with rising
statistics attesting to the industry’s success.

In 1994 Guam joine(t the elite club of tourism
destinations in the region when it
recorded for the first time ever, more
than 1 million visitors selecting Guam
as their destination of choice. In 1995 1,500,000
visitor arrival growtti, as compare(i with
the previous year was registere(i at 25%,
ciim]oing stea(iily to almost 1.4 million
tourists in 1997, when a fatal Korean
Air Line crash su(i(ieniy i)rougtlt toa
halt the momentum of Guam’s 2nd

strongest market. The economic

1,200,000

Visitors

uncertainties in the region also

impacte(i Guam.

900,000
Despite these external tactors, Guam

made a dramatic rebound with an
intense ret)uii(iing period after
Supertyphoon Paka in December 1997.
To mitigate downside ettects, the
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Beneﬁts for Clzoosing Guam As A

Domicile — Tourism

* Guam's visitor in(tustry infrastructure is well in piace.

Additions to accommodate expecte(i growtti are under
deveiopment.

¢ The Guam Hotel and Restaurant Association provi(ies

an effective forum to foster synergy between the
pul)lic and private sector dedicated to malzing Guam a
world class entertainment center.

* The name brand proctucts in (iuty free stores,

numerous national and international chain stores, and
K-Mart's largest store on Guam add (iiversity to the

shopping experience

o The local government strongiy supports the island's

visitor industry and aclznowle(iges its vital importance
to the territory.

* Visitor Industry Education Council, a private non-

protit organization, established in 1988, to foster
community un(lerstan(iing and support for the visitor
inclustry.

¢ International Tourism Center at the University of

Guam to prepare students for a career in
International Tourism and hotel Management.

O Hospitality Institute at the Guam Community Couege

provi(iing practicai training and associate J.egrees an
certificates in tourism and related fields.

* Guam's visitor arrivals have exceeded the one million

level for six consecutive years and continues to grow.
Major factors for travel to Guam include the island's
beautiful beaches and close proximity to Asia.
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government and private sectors joinecl to augment
promotional efforts in Japan, Korea, and other
target markets. With the gradual recovery of
Guam’s major marlze’cs, the lifeline of the island’s
economy managed to survive with more than a
million visitors in each of the £oﬂowing years, and

visitor arrivals have stea&ily increased since June
1999 to 738,594 during the first seven months in
2000.

The hotel room

inventory saw a significan’c
increase in the last two
years with the opening of
the Outrigger Guam ;
Resort, Pacific Islands Club
expansion, Royal Orchid,
Guam Garden Viua, Hotel
Accion, and The New
Century Hotel. To
accommodate Guam’s goal
of 2 million visitors ]:)y the
year 2005, the Governor’s
Vision 2005 Task Force aims to increase airline
seat capacity from an annual 2.5 million to 3.6

million.
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Al’chough the weakened Asian economies
l)rought a dip in visitor arrivals throughout the
region, the hotel occupancy rate in Guam
bottomed at around 59% in December 1997, and
has climbed to an average of 70% clespite a 25%
increase in the island’s hotel room inventory.
Curren’cly, available hotel rooms number at around
10,000 and the average room rates range from
$40 - $195 per night. There are a variety of hotel
establishments on Guam, ranging from exclusive
five-star level resorts to mid—range facilities to

family—style accommodations.

Guam's Markets

Visitors from Japan historicaﬂy have dominated
the island’s market mix, with the latest figures
showing that 83% of visitors to Guam came from
that country.

Guam’s market share of Japanese outhound
travelers for 1999 was 5.77%, with a projection of
6.51% for 2000, according to Japan’s Ministry of
Justice. The robust recovery of the visitor arrivals
from Korea can be attributed to Guam’s aggressive
marlzeting efforts to rebuild the marlze’c, the
nation’s economic recovery and s’crengthening of
the Korean won. Korea National Tourist
Organiza’cion reports that Korean outbound
travelers increased ]Jy 42% in 1999. Guam’s
market share was
1.37% during the
Ist quarter of
2000.

The Guam

Visitors Bureau
continues to
maintain an
aggressive
marleeting
campaign in Japan,
Korea and Taiwan.

In aﬂ, more than

. . . Y 1
Japanese tourist enjoying Guam's most

popu/ar opiiona/ tour, parasai/ing
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Visitor Arrivals By Country 1996 ~ 1999

% c}lange
1996 1997 1998 1999 over 1998 complete weclding pacleage inclucling
Japan 1,028,673 1,113,012 975,402 957,738 -1.8% gown ancl tuxedo rental, hmousine and
Korea 194,585 119,118 20,268 47,299 133.4% .
escort services.
Tfirerm 20,909 22,453 20,545 41,444 101.7%
U.S. Mainland 31,121 34,245 33,227 32,456 2.3%
Hawaii 4,274 9,071 8,048 8,723 0.9% Recent changes in international
CNMI 31,039 29,091 25,794 23,163 -10.2% affairs have heightenecl the strategic
I;)dilm’“esm ‘;";j " 90(; . 714‘ . 70(; 5 10/' importance of Guam in the Asia
alau , b , b -U.1% o .
FSM 10,935 15,004 14,870 11,779 220.8% Pacific region. In 1999, Guam was
RMI 636 1,134 958 1,039 8.5% the loca’clon for Opera’clon Tandem
Philippines 3,950 6,831 6,517 6,233 4.4% Thrust, a joint military exercise
Australia 1,002 1,522 1,524 1,897 24.5% ]jringing 12,000 men and women
Canada 441 771 540 619 14.6% { . h A 1 .
rom countries such as Australia,
Europe 1,278 1,786 1,890 1,628 -13.9% South K g
ko) Ko 7,000 8,320 7,906 8,043 13.1% Japan, South Korea, Singapore,
- 206 924 379 530 39.8% Canada and the United States.
Thailand 17 140 171 155 9.4% Through the joint efforts of the Guam
China, PRC £ 996 L LY Lz Chaml)er of Commerce, the U.S.
Vietnam 39 56 53 35 -34.0% ,lt t d t
Ot 7,686 3,740 5,375 7,027 30.7% mitary, govem_men .an c‘?mmum y
Total Air 1,352,361 1,373,210 1,128,855 1,155,517 2.4% leaders, Guam is again Pla}’mg an

increasingly major role as training

grounds and a rest & relaxation port

for the armed £orces of the U.S.

Source: Guam Visitors Bureau
90% of all visitors hail from Asia, with the balance
comprised of visitors from the United States,
Guam Visitors Bureau
The Guam Visitors Bureau (GVB) is the
island’s tourism developmen’c and promotion
organization. F‘ormaﬂy created in 1970, the

bureau’s mission is to promote and develop Guam

neigh]:)oring islan(ls or other areas.

The island’s marlzeting focus includes
incorporating the senior citizens of Japan’s
popula’cion as it is the fastest growing segment with

greater clisposal)le
income. Activities
and special
programs are also
offered to attract
family travelers.
Another target
market is the
incentive traveler
and regional

con£erences.

Other than as a

golfing mecca,

as a safe and
satisfying destination
for visitors, while
providing
opportunities for the
benefit of the people
of Guam. As a
governmental entity,
GVB is defined as a
public, non—profit
meml)ership
corporation that
receives 80% of its

£un(1ing from the

government and the

7 .
Guam’s reputation

GLI('I)?? LGSI‘#O}'S 1)’1”’0&1[ HCLH)’(]L[CIV%BTS ill 721)77077, (7“(7”7

asa honeymoon remaining 20% from
destination has stimulated the recent grow{h of the
Wedding industry. There are 3 major Wedcling
companies on island Worleing with at least 7 hotels
with Wed(ling facilities, to provicle the couples with

everything from a standard Wedding service to a

meml)ership dues and in-kind contributions. The
bureau’s organiza’cional setup fosters the important
and thriving Worleing relationship between the
island’s pulolic and private sectors for tourism’s
success.
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Shor’c—term, well-defined fiscal year marlzeting
plans consisting of adver’cising and promotional
activities for Japan, Korea, Taiwan, Hong Kong,

the Philippines and North America help guicle the

bureau in accomplishing its marlzeting goals.

Operating on a fiscal year basis, GVB’s most
recent })u&get is $15 miﬂion, with close to $10
million allocated for marleeting programs as
appropria’ced ]:)y the Guam Legisla’cure.
Addi’cionaﬂy, a separate annual appropriation to
GVB is made for investments to the island’s
visitor industry, beautification and lanclscaping
efforts, and other special projects.

The Tourist Attraction Fund (TAF) consists of
funds derived from hotel occupancy taxes,
curren’cly assessed at 11% of the room rate. The
TAF has been identified for funding direct or
related tourism projects, such as stree’clight
improvements, additional beautification efforts,

and tourism education programs.

Extensive research studies conducted ]:)y GVB
on Guam’s major markets provicle a wealth of
information on visitor clemographics, l)ehavior,
satisfaction and expenditures, which greatly assist
in the island’s overall marleeting efforts. Public
and private sector industry leaders now rely

extensively on the exit surveys conducted ]:)y
GVB's research &epar’crnent.

Guam’s Visa Waiver Prog'ram

The implementaﬁon of Guam—only visa waivers

Guam /[CGILLH'CS yCCIY-]'Ol/H'la/ LL'O}'/Q/-C/LISS Z’/LIC water ﬁS/?leg
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Restaurant ~ /ecysfoncs in the Pleasure Island zone

l)y the United States federal government allows for
more convenient travel to the territory. The
program provides for visa-free entry to Guam for a
period of up to 15 days for business or pleasure.
First introduced in 1988, with subsequen’c
additions in 1990 and 1993, countries eligi]ale for
the program include Japan, Korea, Taiwan,
Australia, Brunei, Burma, Inclonesia, Malaysia,
Nauru, New Zealand, Papua New Guinea,
Singapore, Solomon Islands, United King&om
(including Hong Kong®), Vanuatu and Western

Samoa.
* HK British Citizen (BO) and British National Overseas
(BNO) passport bearers only

Optional Tours

Guam'’s visitor attractions encompass a wide
range of activities. While “beautiful seas”,
“relaxation", and “shopping" remain at the top of
the list in surveys determining travel motivation, a
variety of op’cional tours are availal)le, including
golfing, jet sleiing, scuba diving, parasailing, beach
resorts, night marlze’c, nature hileing, and island
sight—seeing. Guam’s year—round tropical weather
sets the perfect stage for these activities. For
visitors with a penchan’c for enjoying Guam’s
waters without getting wet, deep sea fishing,
dolphin Wa’cching, underwater submersibles and an
underwater ol)serva’cory and the world's larges’c

Waﬂe—through Jcunnel aquarium o£ Un(lerwater

World at Pleasure Island top the list.




Guam boasts a total of ten premier golf Several informational notes on these attractions

courses, a growing number of water parlzs, world may be considered:
class theme restaurants, dinner shows and cruises.

¢ The Underwater World, several underwater

For investors considering the tourism market
on Guam, it may be helpful to note that the top

four attractions visitors from Japan, Korea, and

submersibles and an underwater observatory are
the results of the preferences indicated })y the
island’s visitors.

Taiwan would most like to see are:

o July 2, 1999 marked the grand opening of

Japan Korea Taiwan Pleasure Island, a complex of internationally

Theme Park 60% 35% 45% renown entertainment facilities in the heart of
Archaeological Tumon, designed to market Guam.
Site Visit 23% 37% * The (levelopmen’c of “retailtainment”
Village Fiesta 21% 29% 36% (integration of retail and entertainment) became
Nature/Hiking Trail 13%  37% the theme of major retail establishments, such
Botanical Garden 15% as DES Galleria, Micronesia Maﬂ, the Guam
Micronesian Premium OQutlets with their 10-screen and 14-
Cultural Center 22% screen theaters, respectively, and restaurants like

Source: GVB Exit Surveys (Apri/ and May 2000)

Hard Rock Café, Planet Hoﬂywood, TGIE etc.
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Vision 2005

Bolstered loy a strong partnership between the
pu]olic and private sectors and marked ]ay
continuous grow’ch, Guam'’s tourism industry aims
for 2 million visitors Ly the year 20085.

In order to accommodate this increase, Guam
is aggressively pursuing hotels and resort
(levelopments and additional tourist attractions
that are culturally sensitive and environmentally
sound.

Although the majority of hotels are located on
Tumon Bay, the heart of tourism activity, pristine
areas in other parts of the island have been
identified for viable ecotourist hotels and resorts
and attractions that would respect the traditions
and cultures of the people, preserve the
environment, while educa’cing and Welcoming
visitors. A theme amusement parle and copﬁqﬁgn
center (W1th conference and cultural and
: ilities) are hig

per£orming arts iority to

0"

Guam's ][irsf captive insurance company insures the risks of Dick

Pacific
FINANCIAL SERVICES

~ Foreign Sales Corporation

With the enactment o£ the U.S. Tax Reform
Act of 1984, Guam was the first eligible
jurisclic’cion to provicle financial incentives for the

establishment of a Foreign Sales Corporation,

(FSC) , through a Guam law known as the Export
Incentive Act. The federal law allows a U.S.
exporter with an FSC to receive a 30% to 35%
reduction on its federal income tax, provicle(l the
goocls exported have a minimum of 50% U.S.
content. Guam FSCs may be exempt from the
Territorial Income Tax on the foﬂowing income:
(1) foreign trade income; (2) investment income;
(3) carrying charges; and (4) gross income derived
from sources outside of Guam. To the extent that
any of this income should become non-exempt, a
Guam FSC may apply for a special Qualifying
Certificate to expire December 31 , 2026 which
would allow for the rebate of all such income taxes
paid to the government of Guam. FSCs are
foreign incorpora’ced subsidiaries of U.S. parent
corporations engagecl in export transactions which
qualify them for partial U.S. tax exemptions,
providecl ’chey maintain certain processes.
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FSCs can be formed l)y manufacturers or
export groups, such as export trading companies,
and other non-manufacturers. An FSC can
function as a principal, l)uying and seﬂing for its
own account, or as a commission agent. [t can be
related to a manufacturing parent company or an

indepenclent merchant or Lrolzer.

Companies such as Boeing, Chevron, Hallmark,
Mo]oil, Tektronix, and Weyerhaeuser are among the
146 currently licensed FSCs in Guam.

Insurance

Several laws have been passed to encourage the
location of insurance underwriters on Guam, to
further expancl the finance and investment sectors
of the island economy towards maleing Guam a

center for financial investment domicile.

Spurre(l ]:)y increasing inquiries from
underwriters throughout the world about Guam’s
potential as an insurance center, our government
and private sectors joined forces to actively pursue
incentives for this industry. Under current 1aw,
insurance issuers, inclucling reinsurers, commercial
insurers, or captive insurers whose headquarters
are located in Guam, may enjoy the following
benefits:

¢ 100% abatement of gross receipts taxes on
insurance premiums and other revenues;

* Rebate of all income taxes resulting from the
operation of an insurance unclerwriting entity.

¢ 100% rebate of income tax withheld from
shareholders on dividends from the insurance

unclerwriting })usiness.

What is a Captive?

Captive insurance refers to a su]:)sidiary
corporation established to provicle insurance to the
parent company and its affiliates not primarily
engagecl in the business of insurance. A captive
may be a single—parent shareholder (pure captive),
or a group of sharcholders with similar captive

Governor Car/ T. C. Gutierrez ana] GEDA r\Jminislralor, ]_J Unla/an,
sign the firsl Guam-based Trust Qua/lfying Cerlzficalu

risks (group captives). As the name implies, all or a
significant portion of the risks written are
“captive,” related in some way to the risks of
shareholders, or third—party risks which the
shareholders control.

This approach provicles an option for many
corporations and groups who wish to take financial
control and manage risks l)y underwriting their
own insurance rather than paying premiums to
third—party insurers. A captive may underwrite
U.S. risks, £oreign risks, or both. The coverage
may include workers’ compensation, property,
hal)ility, employee benefits or malpractice.

Why Form a Captive?

There are numerous advantages to forming a
captive, however a company should conduct a
feasil)ility study to determine whether a captive is
the best means for the company to achieve its risk
management objectives and other goals.

Captives are formed to provide necessary
coverage at acceptable prices and for various good

economic reasons that include the foﬂowing:
¢ Tailored coverage to a company’s specific

needs
* Reduction of operating costs
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b Improved cash ﬂow

o Accumulated investment income to fund
losses

* Increased coverage and capacity for risks
uninsurable in conventional markets

* Direct access to wholesale reinsurance

marlze’ts

Guam’s Captive Insurance Law

Guam’s captive insurance law was created
through the enactment of the Cap’tive Insurance
Companies Law in Chapter 23, Title 22, Guam
Code Annotated. This law was amended in 1997 in
order to make easier the formation of a captive in
Guam and to create the environment conducive to
captive companies. Public Law 23-109 authorizes
the Guam Economic Developmen’c Authority
(GEDA) to offer tax incentives to the insurance
industry through its Qualifying Certificate
program. A qualifying certificate is a contract
issued l)y the Governor of Guam on the
recommendation of GEDA and grants abatements
and rebates of all Guam taxes for periocls not to
exceed twenty (20) years; proviclecl, that the
entity remains in goocl standing under the laws
of Guam and GEDA’s rules and regula’tions.
Beneficiaries may apply for an extension of the

certificate for an additional twenty (20) years.

The major provisions of the Amended

Captive Insurance Law are as £OHOWSI

¢ The law redefines captive insurance and
affiliated companies.

* No captive insurance company may
clirectly insure any risks arising in Guam.

* Pure captives are required a minimum of
$50,000 capital and $100,000 of
surplus.

* Group captive companies incorpora’ted as
a stock insurer are required $100,000
capita] and $150,000 surplus.

* Incorporatecl industrial insured captives
are requirecl $150,000 capital and
$200,000 surplus.

* Capital must be in the form of cash
cleposited in a member bank of the
Federal Reserve System licensed to do
business in Guam and approved l)y the

Commissioner.

* Surplus may be in the form of cash or an
irrevocable letter of credit (LOC). The form
of the LOC, or any other form of surplus,
must be approve(l l)y the Insurance
Commissioner.

e All information pertaining to Guam captive
insurance companies are deemed

proprietorial and confidential.

The Licensing Process

The initial step in forming a captive in Guam
involves an introcluctory meeting of the applican’c
and a representative of the Insurance Branch to

discuss the captive insurance application process.

Once the applica’cion has been completed
entirely as instructed l)y the Insurance Branch
with payment of a non-refundable applica’cion fee
of $200, it can then be submitted. The
app]ication will then be forwarded to an e |
independent risk consultant for review, and within <

28 calendar days, the applican’t will receive F s

Benefits For Clzoosing Guam As A

Domicile ~ Insurance

* 100% tax rebates for commercial and captive
insurers and reinsurers

* 100% abatement of all gross receipts taxes on
all insurance underwriting income

* Established financial services community with
FDIC Guarantee

* Guam does not require an annual board of
directors meeting in the domicile

¢ There is no requirement for proof of necessity

¢ Insurance risks are generaﬂy allowed (writing
direct Guam risks is prohi]oi’ced)

* Reinsurance business is allowed in Guam

* Start up costs include a minimal applica’cion
fee of $ZOO and a $25OO 1icensing fee

o Foreign tax credit eligil)ility in certain cases for
U.S. companies

* Details of captive insurance companies on

Guam are 12ept confidential
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notification from the Insurance Commissioner. (an ex-officio memt)er) , plus captives licensed in

Once the application has been approve(t and the Guam, GCIA members include captive managers,
company has been incorporate(t and tunded, the larolzers, financial institutions, accounting tirms,
applicant has 30 days tollowing approval to submit iegai tirrns, actuary/ risk consultants, insurance

the license fee to the Insurance Branch. companies, and claims a(tministrators, all of whom

are cither (tirectly involved in captives and/or
It is strongiy suggeste(t that companies seeizing support the deveiopment of a quality captive
to form captives in Guam solicit protessional environment in Guam.
assistance of risk consultants, and supporting
protessionals who are lznowle(tgeat)ie and familiar Meméerslzip Bene][its

with Guam’s captive insurance law and the * Opportunity to participate in Guam/GCIA

application process in order to facilitate a promotionai events

successful appiication. * Organization/Name 1isting in captive
insurance literature for prospective captive

Applications fora Speciai QC fora captive companies

insurance company or a Guam-based trust receive * Annual update of captive insurers

priority processing, provided all required * Opportunity to participate in GCIA’s

documents are submitted. More detailed recommendations to the Guam Legislature

information is available in GEDA's put)lications and other reguiatory bodies

booklets on QC’s for Insurance and Guam-based * Participation in educational Worizstiops

Trusts. * Notices of GCIA meetings

e Each member will have one vote in GCIA

Guam Captive Insurance Association

The Guam Captive Insurance Association
Corporation (GCIA) was tormaily organized in
1997. GCIA was formed to support, promote,
toster, and market Guam as an attractive and
competitive captive insurance (iomiciie; to assist
and advise the Insurance Commissioner regarding
matters attecting captive insurance companies in
Guam; and to support Guam’s captive insurance
in(tustry with respect to 1egisiative, regulatory and
other matters which affect formation or operation

of captive insurance companies.

Memlaersln'p i Ao i
Membership in GCIA is open to all captive: “p ‘;- i %'.J: .'. r|'r'|- il B
Tl R
insurance companies 11censect in Guam an(t to o S T ||| || . |

individuals and entities with a bona fide 1nteres’cr -ﬁg o

development and maintenance of captive insurance "
in Guam. Annual dues are $500 per Corporate

meml:)er and are not prorate(t Two current

consistent with the positive promotion,

meml:)ers O£ GCIA are neectect to sponsor

prospective members.

In addition to Guam’s Insurance Commissioner
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Association Committees

Memlaersllip/Ec]ucation Committee: Members in
this Committee are responsilz)le for matters rela’cing
to membership requirements, fees, and ongoing
education.

Legis/ation/ Tax/Accounting Committee: This
Committee shall propose and/or review 1egislative,
regula’cory, and administrative Liﬂs, proposals, and
other initiatives which affect the formation and
maintenance of captive insurance companies in
Guam, and to make recommendations to the
GCIA Board regarding same. When appropriate
and necessary, the committee shall assist in the
clraf’cing of 1egisla’cive, regula’cory and other
administrative initiatives which would improve the
climate for the formation and maintenance of
captives domiciled in Guam.

Marketing Committee: Members in this
Committee are responsilz)le for matters rela’cing to
marlzeting Guam as a captive domicile.

Con][erence Committee: This Committee is
responsible for planning, organizing, and
overseeing annual insurance related conferences to

be held in Guam and sponsored in-part l:)y the

corporation.

Benefits For Clloosing’ Guam As A
Domicile
Guam-based Trusts

* 100% rebate of income tax pai(l to the
government of Guam.

* 100% rebate of taxes withheld from
payments to non-resident beneficiaries of
a Guam-based trust.

* For trusts originating from the U.S.,
Guam-based trusts are considered U.S.
domestic trust pursuant to Treasury
IRl o R0 7RO

* For trusts originating from foreign
sources, Guam offers the sta]oility of the
s, ﬂag, court system, and dollar-based
economy

* Guam is not a “tax haven” because taxes

are paid prior to their rebate; there is

transparency in money transactions;

Guam’s financial services system, in

particular local ]oanles, are regulated Ly
both federal and local law.

Guam-based Trusts

Recent laws also authorize similar tax incentives
for Guam-based trusts. These incentives are
available ’chrough the Qualifying Certificate
Program of the Guam Economic Developmen’c
Au’chority. Beneficiaries enjoy rebates for a periocl
of twenty years, which may be extended for an
additional twenty years if in goocl s‘can&ing under
the laws of Guam and under the rules and
regulations of the Authority.

The major provisions of Guam’s trust

legisla’cion are:

* 100% rebate of all income tax paicl 1)y a
Guam-based trust on all its earning from
either inside or outside of Guam, provi&ecl
administration of the trust is in Guam.

* 100% rebate of income tax withheld from the
non-resident beneficiaries of a Guam-based
trust on the payments or distributions made
to such beneficiaries from such a Guam-
based trust.

)
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Summary

Guam seeks to follow a Bermuda—type model
for the (levelopmen’c of its financial services
in(lus’cry. Just as Bermuda has become a financial
capi’col in the Atlantic over the last fifteen years
with its financial services industry employing more
than 17,000 and generating more than $18 billion
per year, Guam is now poised to serve as the
financial hub of the Pacific for companies seelzing
a domicile where they can enjoy attractive tax

benefits on worldwide income.

A prosperous international insurance market
and trust indus’cry on Guam will also drive
additional grow‘ch which broadens the island’s
economic base. Support services like accounting,
legal and courier, office supply, and
telecommunications are just a few business sectors
which grow in connection with the insurance and
trust industries. In addition, the deposit of
collected premiums and trust corpora in local
banks and financial services institutions will
significantly broaden the availability of capital, and
can stimulate additional investment through
convenient, local financing in areas such as hotels,
residential homes, and other Vitaﬂy needed
facilities.

For the keen insurance investor, Guam offers
the opportunity to operate aggressively in
worldwide markets without local taxes, while
enjoying the aclvan’cages of the stal:)ility of U.S.
soil, location in a modern island paradise
community, state-of-the-art communications, and
access to American courts, schools, and health

care.

FISHERIES

Transshipment Facilities and Ocean
Resources

Fisheries is a 1eacling money—producing industry
on Guam, Lringing in around $150 million of
direct expenditures in 1999. Approximately 9,900
tons of fish valued at more than $99 million were
processed ’chrough Guam, providing jol:)s for more

%/UC ac‘Ued pVOCGSSfllg c]one at GZACUTI'S Fis/wrmen's COOPQI’GﬁL‘Q

than 200 island residents. According to the
Western Pacific Regional Fishery Management
Council, the port in Guam ranked among the top
10 in the United States ports in terms of the value

of fish 1anc1ing on Guam, at approximately $90
million in 1999.

Prior to 1986 Guam’s 1arge—sca1e offshore
fisheries consisted mainly of purse-seiner tuna
’cransshipmen’c. Currently, most of the purse-
seiners home porting in Guam are from Korea &
Taiwan. Most of the cargo is s}lippecl or
transshippecl to canneries in Banglzole, Thailand
and Korea, with five agents provicling services such

as fueling provision, equipment and net repairs _’Ei)
L




these vessels.

Foreign 10ngline fisheries on Guam
grew from five vessels in late 1986 to 328
vessels in 1990. During FY1999,
1ongliners made more than 1,661 port calls
to the island. Longline transshipment
fisheries on Guam consist mainly of

Japanese and Taiwanese vessels.

Longline Vessels, which fish mainly in
the waters of the Federated States of
Micronesia, offload their catch (consisting
mainly of yeﬂowfin and Lig—eye tuna) at the
commercial port on Guam, where the fish
is processe& for transshipmen’c loy air to
Japan for the sashimi markets. Tuna
portions that do not meet the requirecl
standards are frozen for container transshipment
to canneries or processed locally. Several spin—og
industries have resulted from processing non-
sashimi—grade tuna, inclu&ing tuna jerley proclucts,
tuna loins and other value-added products. Tests in

YZH’I’[OI'[ 1))8676'/7, I)OSf u//OY/(J U&Zl}' 11
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M. V. Stella-Maris rcp/cnfs/ﬂ'ng her stores at Hotel W/[mr][

the export marleets in the U.S. mainland and
Europe show very good reception to the quality of
commercial tuna available out of Guam.

The primary destination of the tuna
transshippecl is bound for Narita since refrigera’cecl
trucleing is available to all parts of Japan, but
additional markets are found in the cities of Osaka
and Nagoya in Japan.

There are currently 13 local agents handling
ﬁshing vessels at the port. These agents organize
and facilitate procedures involving entry into the
commercial port, customs and immigration
clearances; purchasing of fuel, water and ship’s
chantﬂery; and payments for port call services.

These agents also handle the dockside oH—loading,
inspection, pacleaging and shipping of the fish.

Lower fuel costs, rest and recreation facilities
for ships’ crew, medical facilities, modern
communications provisioning, equipment and ship
repair services are among the factors that attract
vessels to Guam. The availa})ility of live bait fish
also will increase Guam’s attractiveness as a base
port for fishing vessels. Bait fish is a particularly




marketable item because 1arge tuna fleets are
fincling that live bait, usuauy miuzfish, is three to
five times more effective in increasing the catch
rate than dead bait. Q]:)taining live bait on Guam
would save three to four weeks in fishing time,
which translates into a savings in ship operating

expenses.

Some of Guam'’s transshipping agents provi(le
live milkfish bait to the tuna 1ong1ine vessels they
service. Live bait farming activities make up a
major component of the $2 - $5 million annual

local procluction.

Guam continues to experience grow‘ch
unmatched l)y any island or community of its size
and popula’cion. The success of Guam’s ﬁshing
industry is proo£ of Guam’s maritime a(lvantages;
our natural &eep—wa’cer seaport and modern airport
facilities, our advanced transshipmen’c facilities like
modern highways and state-of-the-art storage
facilities and the managed resources of the Pacific
Ocean are tried and true aclvantages. Add to these
planned improvements and expansion of Guam'’s
port facilities and you have the foundation for
lucrative investment opportunities in the maritime
inclustry.

Another major component of Guam'’s fishery
industry is sport—fishing and subsistence fleet, with
approximately 300 ﬁshing boats. Approxima’cely
15% of these cater to the tourist marlzet,
employing close to 150 residents. Catch from the
rest of these boats provicle most of the fresh
seafood for the resident market and support a $1.3
million fishermen’s cooperative.

Aquaculture

Currently Guam imports $7 million worth of
seafoocl annually, to supplemen’t Jt]’le $2 to $5
million annual local production. The main species
grown on Guam are both fresh and saltwater
shrimp, milk fish, tilapia, ca’cfish, eels, and
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ornamental (aquarium) fish. There is great
potential if current imports can be substituted with
local production.

The University of Guam Col]ege of Agricul’ture
and Live Sciences and the Guam Department of
Agriculture support the efforts of the farmers ]:>y
provicling specializecl training and technical

assistance.

There are currently over 100 acres of fish farms
in operation on Guam. Because of the island’s
proximity to the Japanese marlze’t, a European fish
farm group has seen the Vial)ility of growing
seafood on Guam and is proposing a $3O million
investment to start a salt water salmon farm.
Such a project would create about 100 jol)s for
island residents.

The government of Guam is negotiating with
investors in the developmen’t and operation of
Hotel Wharf at Guam’s port. The proposed
facility, to include cold storage facilities, auction
house and recreational facilities for visiting crews,
is designed to make Guam a major fishing hub in
Micronesia.



TELECOMMUNICATIONS

Privatization of Guam Telepllone Authority
(GTA)

The Guam Telephone Authority (GTA) is
Guam’s exclusive local exchange carrier, with about
40% of the local cellular telephone market. Asa
result of the Telecommunications Act of 1996 that
(leregulated the telecommunications inclustry,
GTA is now seelzing proposals for privatization.

Accor&ing to a Coopers and Lybrand study, GTA
is assessed at a value of $20 to $60 million.

New and Emerging Technologies

The introduction of cligital technology has
impac’ced Guam. Curren’cly there are five
companies licensed to introduce Personal
Communication Service (PCS) to customers on
island. The wireless phone market will see the
Global System for Mobile Communications
(GSM), which also offers global roaming and
Single Inline Memory (SIM) card tec}mology. As
SIM computer chips are interchangeable among
the GSM phones, these chips can be used in
different handsets all around the glo]ae. Two-way
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Guam is an ideal location jfor sattellite farms because of our
location in the middle o][t]ie equatoria/][oot print

radio systems will also be turned into a digital
system, with a new technology known as In’cegra’ced

Dispa’cch Enhanced Network (iDEN).

The merger of a cable TV company with an
Internet provider will be oﬁering cable modem
Internet service to Guam customers, so that
accessing the Internet will be as simple as turning
on a television set. Digital technology will also
facilitate the convergence of data and voice. One
company with 71 1P (Internet Pro’cocol) gateways
’chroughou’c the World, including Guam, is Worlzing
on a combination of the Internet and voice (VoIP),
maleing Guam the Asia Pacific centerpoint of their
managed VoIP network.

Call centers on Guam could take a(lvan’cage of
the island’s location for Warehousing goo&s for
’cransshipmen’c into Asia in e-commerce Ly

reducing the delivery time require(l.
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LAND OPPORTUNITIES

Excess Federal Lands

Nestled in the middle of Guam is a
military base the U.S. Navy used during the
first half of the 20’ch century. As part of the
Base Realignmen’c and Closure decision of the
U.S. Congress in 1993, the U.S. Navy
terminated its operation in the Naval Air
Station in Agana. To counterbalance the
significant economic impact on Guam caused
l)y the closing of the former Naval Air Station,
now known as "Tiyan," GEDA has developed a
re-use plan aimed to provicle opportunities to

stimulate Guam's economy, creating long—term

employment and maximizing financial returns

Entpreneurial Success ~ Shooting Star Productions to the investor as well as to the original Tiyan
landowners.
FILM INDUSTRY In September 2000, the U.S. Navy conveyecl a
total of 1,800+ acres of excess federal lands via
Vision 2005 has identified film festivals as a quitclaim deeds to the Government of Guam, the
desirable attraction to showcase the film single largest land transfer since 1950. Plans for
procluc’cions of our neighl:)oring countries. U.S. the property deeded to GEDA for economic
Hollywoo&—]aasecl and Japanese film producing developmen’c purposes include a free trade zone (89
companies have both expresse(l interest in Guam acres), commercial plaza (49 acres), government
as a po’cen’cial site for shooting a full 1ength film. center (00 acres), and industrial parle (31 acres).

Another Hollywood—]aasecl production group is
proposing to ]:)ring the most
Jcechnicaﬂy advanced equipment to
establish a sound studio on Guam
with a post production facility.
Their plans are to make Guam a
center point where film groups can
rent or purchase this equipment

for their regional film production.

One o][t/w many évui/a]ings and properties recent/y deeded to Guam Zvy the U.S. 111i/itary
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Located atop the Tiyan Bluff in central Guam,
the Tiyan Economic Developmen’c Zone is situated
within the most heavily popula’ce(l areas and within
a two mile radius of the majority of the island's
business and tourist destinations. It is close to the
international airport, Guam's main post office,
and the main thoroughfares that traverse the
island. Commercial, industrial and warehouse
facilities and land in the area are aclequately
serviced l)y water, sewer, and supportive

infrastructure .

Projectecl growth will occur as a result of
increased local demand, clevelopmen’c of the islands
in Micronesia and expansion of the Asia-Pacific
markets. GEDA will be recruiting qualiﬁed
investors through the issuance of requests for
proposals for the developmen’c and economic use of
these facilities. To receive such requests for
proposals, interested parties may contact GEDA
at the addresses shown below:

Guam Economic Developmen’c Au’chority
Suite 511, ITC Building

590 S. Marine Drive
Tamuning, Guam 96911
Tel: (671) 647-4330  Fax: (671) 649-4146

Email: investguam@gecla.guam.net

The local government is £uﬂy committed to
promoting the Via})ility of businesses and welcomes
foreign investment. A pul)lic—private partnership to
(levelop the Tiyan Economic Developmen’c Zone
will foster profita]oility while aﬂowing the
Government of Guam to achieve its
(levelopmental, employmen’c and modernization

goals.
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Some o/i/w prestine land still available /or Jez'c/opnwnl

Private Lands for Development

There are privately owned lands that are
available for sale, lease or cleve]opment under a
joint venture. More information regarding these
properties can be obtained by contacting the
Guam Board of Realtors at
http://www.guamrealtors.com. GEDA’s website at
http://www.investGuam.com also contains a Land
Information System (LIS) clescril)ing government

and priva’cely—ownecl properties for clevelopment.
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Ongoing construction of Guam's Fedem/ Court]muse
gomg

Investment
" Incentives

Rear Admiral Charles A. Powna//, USN, p/acing a scroll into the cornerstone of the Guam Congress
Bu:’/a’ing, 1047



TAX INCENTIVES

Firms licensed to do business on Guam pay a
territorial income tax based on sections of the
U.S. Internal Revenue Code applical:)le to Guam;

liowever, ttiey do not pay federal income taxes.

Interest earned l)y a bank tlirougli the operation
of an off-shore len(iing tacility in Guam is not

treated as a Guam source income for tax purposes.

Qua/i][ying Certiﬁcate Program

The Government of Guam, tlirougti the Guam
Economic Development Autliority, is authorized
l)y law to allow tax rebates to qualitie(l investors.
Qualitying Certificates for tax incentives are
grantecl on the basis of investment commitment as
well as the potential for creating new employment
and expancling the base of the island’s inclustry.
These incentives are aimed primarily at
manutacturers, insurance companies, trusts,
commercial tisliing companies, corporate
tieaclquarters, specialize(i medical facilities, liigli
tectinology, agricultural and tourism clevelopment

irms.

Qualitie(i firms may be grante(i up to 100%
income tax rebates for a maximum of 20 years;
100% abatement on
real property tax for a
maximum of 10 years;
up to 756% rebate on
corporate dividend tax
for a maximum of 5
years; and abatement on
gross receipts tax on
petroleum and alcoholic
l)everages made in
Guam for a maximum

of 10 years.

Public Laws 23-135
and 24-266 allow
(ievelopers of qualitie(i
hotels and tourist
facilities to provicle
funds needed to “jump

start” the construction of affordable llousing on

Guam, in excl'iange for enlarge(i tax benefits.

These two laws also provi(ie a two-year periocl
(exten(lil:)le for another two years at the discretion
of the GEDA Boarcl) wtierel)y eligil)le clevelopers of
hotels and tourist facilities may apply for these

benefits under GEDA’s Qualitying Certificate
program. These expancle(i benefits include:

° Exemption of Gross Receipts Taxes for
suppliers of louilcling materials & supplies,
contractors for labor/ supervision furnished for
a qualitie(i project.

* Exemption of Use Tax loy the owner of the
hotel/tourist facilities.

* Rebate of Rental Income, up to 50% for the
first 5 years and up to 25% for the next 5
years, to the lessor of lancl, louil(iings,
macliinery/ equipment to QC holder for hotel/
tourist facilities.

* Rebate of Capital Gains, up to 50%, to the
seller of land and other real property to hotel/
tourist tacility of affordable liousing
(ieveloper.

T/w (\)L{a//ﬁ/ing Ccrt[{fcatc [))'ogmm /m/pcd many 0/[ t/7c /mtc/s on Tumon [)’ay get startcai
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Special Qualifying’ Certificates for Insurance
Companies

Insurance issuers — whether reinsurers,
commercial insurers or captive insurers — whose
hea&quarters are located in Guam, may enjoy the
foﬂowing benefits:

* 100% abatement of gross receipts tax on
insurance premiums.

* 100% rebate of income taxes resulting from the
operation of an insurance unclerwriting entity.

* 100% rebate of income tax withheld from
shareholders of an insurance unclerwriting

business on the dividends from such business.

Special Qualifying’ Certificate for Guam-
based Trusts

Guam-based trusts may receive the foﬂowing
benefits:

e 100% rebate of income tax paid to the
government of Guam.

¢ 100% rebate of taxes withheld from payments
to non-resident beneficiaries of a Guam-based

trust.

These incentives are made available ’through the
Quali{:ying Certificate program of the Guam
Economic Developmen’c Authority. Beneficiaries
of the quali{:ying certificate may enjoy the
abatements or rebates for a period of up to 20
years, which may be renewed for additional periocls
of 20 years so long as they remain in good
standing under the laws of Guam and under the
rules and regula’cions of the Au’t}lority.
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TRADE INCENTIVES

Headnote 3(A)

The General Headnote 3(a) program of the
Tariff Schedules of the United States (TSUS)
allows cluty—free entry into the U.S. Customs
Territory for those items manufactured or
assembled in Guam that meet certain
requirements that enable Guam to be considered
the “country of origin.” Manufacturers may
import foreign raw materials or component parts,
to which at least 30% (in some cases, 50%) of the
value of the finished produc’t must be added on
Guam. These items must undergo a “substantial
transformation” in order to benefit from the cluty
free provision of this program. It is advisable for
an exporter to obtain a l)incling ruling as to
whether the specific article meets the criteria for a
cluty—free (in certain cases, quota free) entry in the
U.S. Customs Territory, l)y writing to the direc’tor,
classification and value (livision, U.S. Customs
Service, 1301 Constitution Avenue, N.W.,
Washington, D.C. 20229.

Generalized System of Preferences

Another trade incentive program allows
proclucts manufactured in Guam to be importecl
})y participating nations at a reduced tariff rate.
Guam is the l)eneficiary of the £oﬂowing countries:
Japan, Australia and the European Common
Market nations. Requirements of each participant
vary, so interested exporters should contact the
appropriate trade office of the par’ticular country

of destination.
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OTHER INCENTIVES

Guam Product Seal
To heip promote proclucts made on Guam for

tiie tourism in(iustry ancl to enhance export
potential, Public Law 18-42 created the Guam
Product Seal to iclentii:y products manufactured on

Guam. To be eligi]:)ie, a manufacturer must:

* Possess a valid Guam business license

* Sui)stantiaiiy transform the ma’ceriai(s) so that
the final product is converted into “a different
and (iistinguisiiai)ie commercial use or
character” when complete(i

e Must add value of at least 50 percent of the

protiuction cost on Guam

Financial Assistance Programs

GEDA administers several loan programs to
assist local businesses with iinancing for startup
and expansion. The Guam Development Fund
Act (GDFA) provicles iinancing in areas of
agriculture, aquacuiture, manuiacturing, tourism,
commercial support industries and any other
inclustry that GEDA's board of directors
determines will improve the island’s economy. The
Agricuiuturai Deveiopmen’c Fund offers low
interest loans to bonafide commercial farmers and
agricuitural related businesses. The Chamorro
Heritage Foundation Program provi(ies loans or
grants for activities that preserve, clevelop and
enhance the Chamorro culture and heri’tage of the
incligenous peopie of Guam.

For loans under the GDFA, appiican’cs must
demonstrate that tiiey have sougiit and were
declined financial assistance under reasonable
terms and conditions from at least three private
lenders on island. Foliowing are other
prerequisites applicants must meet: 1) If a sole
proprietorship, the owner must be a resident of
Guam and either a U.S. citizen or permanent
resident alien; 2) Ifa partnership or corporation,
the entity must be regis’terecl with the Government
of Guam’s Departmen’t of Revenue and Taxation;
3) All applicants must be licensed to do business

on Guam.
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INVESTOR SERVICES

Customized Government-to-business Services
For quaiiiied projects, the Guam Economic
Developmen’c Auti'lori’cy provicles inciivi(iuaily
clesignecl assistance to the serious prospective
investor. Friencﬂy and competent services 1)y
inclustry specialists range from initial
consultations, in person or i)y mail, to arranging
meetings with pertinent authorities and facilitation

cluring the 1icensing process.

Land information system

The Guam Economic Deveiopment Authority
maintains an inventory of government and private
lands that are available for (ieveiopment. The
information can be accessed via the Internet at
http://geda.guam.org:SQl. Interested investors

may obtain additional information ]:)y contacting

GEDA i)y teiepi'ione at (671) 647-4332; 1)y
facsimile at (671) 649-4146; ]oy email at
investGuam@gecla.guam.ne’c. The Land
Information System is provicle(i as a pul)iic service

i)y the Guam Economic Deveiopment Authority.

Guam Investor Guest Book

A new component of GEDA's website at i'lttp://
www.investguam.com is the Investor Guest Book,
clesignecl to facilitate contact between investors and
entreprenuers seeizing investment capitai for
Guam-based projects. Those who wish to post
investment opportunities for Guam-based projects
may do so on-line at ilttp://www.investguam.com>
or 1)y iiiiing out the Investor Guest Book form
clirec’cly with the Authority.

World Wide Web

For upclate(i information on current
cleveiopmen’cs, please visit GEDA's webpage at
www.investGuam.com. We also welcome your

comments, suggestions and individual inquiries.
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