LOURDES A. LEON GUERRERO MELANIE MENDIOLA

Governor of Guam
| Maga'Haga Guahan

JOSHUA F. TENORIO
Lt. Governor of Guam
| Segundo Na Maga'Lahen Guahan

Chief Executive Officer/Administrator

GUAM Atkddi Eksekutibu Ofisiat/Atmenestradora

ECONOMIC
DEVELOPMENT
AUTHORITY

America in Asia

CARLOS P. BORDALLO
Deputy Administrator
Sigundon Atmenestradot

Aturidad Inadilanton Ikunumihan Guahan

Minutes of Regular Meeting to the Board of Directors of the
Guam Economic Development Authority

August 18, 2022
Call to Order
§ 1. The regular meeting of the Board of Directors of the Guam Economic
Development Authority (GEDA) was held on Thursday, August 18, 2022 at the
hour of 1:42 p.m., at the GEDA conference room, Suite 511, GITC Building,
Tamuning, Guam. The meeting was called to order by Chairman David J. John to
consider items on the Agenda.
Inifresi
§ 2. GEDA Board of Directors and all others in attendance recited the Inifresi.
Quorum and Attendance
§ 3. Roll call. As determined by the roll call made by Chairman David J. John the
following individuals were present:
Directors: Office or Position:
David J. John Chairman
Ernesto V. Espaldon, Jr. Vice Chairman
Siska Hutapea Secretary/Director
Fe Valencia-Ovalles Director
Andrew Park Director
Melanie Mendiola CEO/Administrator
Carlos P. Bordallo Deputy Administrator
Terrence M. Brooks Legal Counsel
Also, in attendance were:
Cedrick Castillon GEDA
Young Pak GEDA
Justin Peredo GEDA
Claire Cruz GEDA
Christina Merfalen GEDA
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Ed Camacho GEDA

Diego Mendiola GEDA
Tina Garcia GEDA
Jennifer Calvo-Guzman GEDA
Matthew Baza GEDA
Norman Tarlic Daily Post
Chit Bathan Core Tech
Ho Eun Core Tech
Johann Cruz Core Tech
Tony Babauta Self Employed
Henry Taitano Core T.ech
Michael Carlson Sen. Ridgell’s Office
Approval of Agenda

§ 4. The motion to approve the agenda was made by Vice Chairman Ernesto V. Espaldon, Jr.,
with a modification of moving resolution 22-017 relative to the approval of a qualifying
certificate up to after the approval of the minutes. The motion was seconded by
Secretary/Director Siska Hutapea. The Directors then voted, and the motion was
unanimously passed.

Approval of Minutes

§ 5.  Director Fe Valencia-Ovalles made the motion that was seconded by Secretary/Director
Siska Hutapea to approve the July 28, 2022, board meeting minutes. The Directors then
voted, and the motion was unanimously passed.

GEDA & Core Tech Representatives’ Report
§ 6. Ed Camacho reported the following.

a. Provided in the packet, an application for a qualified certificate for the Affordable
Housing Units submitted by Core International Corporation. Mr. Camacho
acknowledged the principal Mr. Ho Eun of Core Tech, Chit Bathran, CEO Johanna
Cruz, Henry Taitano as the team representing Core Tech, with support from the Tony
Babauta and Joe Rosario from the private sector.

b. Also provided in the packet is the case analysis for Core Tech International
Corporation’s application for Affordable Housing QC. The application was received
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on February 16, 2022. The first public hearing was held on March 8, 2022 as required
by law. The company is applying for incorporating income tax benefits of 100% for
20 years, BPT and GRT benefits of 100% for 20 years, and real property tax for
100% for 10 years, all under the QC program.

c. Core Tech International Corporation is a domestic corporation, that has operated in
Guam since 1991. Core Tech has a current business license, therefore are eligible to
apply for a QC. Core Tech’s application is eligible based on section 12 GCA
58104(j), improvement of real property for the purpose of which are specifically
determined by the authority be beneficial, desirable, and necessary for the Economic
Development of Guam, in this case low-income housing.

d. CTIC is a sub chapter S Corporation, and the shareholder information is Core Tech
Trust. Mr. Ho is the 100% owner of Core Tech Trust. Mr. Camacho requested if
everyone had the opportunity to review the case analysis and everyone advised a
summary is appropriate and convenient.

e. Core Tech had a previous QC 230, which expired in 2020. During that QC, Core
Tech built over 1,163 homes. Mr. Camacho confirmed it is the same benefits. Of
those 1,163 homes, 240 were dedicated to senior housing. Provided in the packet are
where the homes are located: Dededo, Barrigada, Yona, Talofofo, Santa Rita, Agat,
Merizo, Inarajan, Tamuning.

f. CTIC indicates in their application, based on QC 230, they spent $20 million on
direct labor, $66 million for local purchase and another $67 million in local
construction. QC 230 benefited Guam significantly through local purchase. CTIC also
provided $640,000 in public investments.

g. The current QC CTIC is applying for is Summer Breeze 1. Summer Breeze 1 is 64
affordable units located in Mangilao, on the way to the former Navy Golf Course. Mr.
Camacho provided a map of the location. In addition to the 64 units, it is also required
to construct a community center, pavilion with concrete benches, bus stops, and to
bring in the water line, fire line, sewer lines, storm drains, power lines, parking, and a
number of other things that are all part of the community, etc. Chairman David John
asked, and Mr. Camacho confirmed that the water lines will benefit property owners
along the way.

h. The construction of this project is equated to about $35.4 million of which $30
million be funded by low-income tax credits, $5 million financed through either Bank
of Hawaii or First Hawaiian Bank. Mr. Camacho emphasized again that this
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construction will be primarily financed by low-income tax credits, which is
authorized by GHURA.

i.  Mr. Camacho referred to page 3 of the analysis, the breakdown of the construction is
$25 million for the construction itself and land for $1 million, another $8 million in
other expenses to be incurred for a total investment of $35.4 million. The same
benefits are offered, 401K, medical and dental, paid holidays, personal leave,
bonuses, etc.

j. Under Summer Breeze 1 Phase, $34 million to build 64 homes of 1 to 4 bedroom in 8
different structures. It is planned to spend $9 million on payroll costs, and that would
just be for phase 1. Over the 10-year period, it is planned to build 320 to 350
affordable housing units in different areas of the island. It has planned to maintain at
least 40 full time employees throughout the course of the program.

k. Mr. Camacho references page 4, some of the financial projections, explaining what
kind of revenue might be made with the QC and without the QC. It is obvious that the
benefit of the QC is highly needed, especially on the BPT side.

l.  QC Application submitted on February 16, 2022 and was certified the same day.
Public hearing was held on February 23, 2022, which representatives showed up for
the public hearing. General information to be eligible for the QC: creation of
employment, yes. Replacement of imports, no. Creation of facility or affordable
housing, absolutely yes. And creation of economic activity, yes. Specific
requirements of the application, impact of existing businesses and markets on Guam,
there is no expected negative impact on existing businesses and markets on Guam,
which is a good thing. CTIC application indicated that their business plans have
increased the cost of labor, the escalation of cost for construction material due to
inflation, shipping costs, and the increase provided for infrastructure, barriers of
affordable housing on Guam. As a result, this QC is needed to help offset the inflation
of the costs, rising in the last 3 or 4 years.

m. The company is applying for incorporating income tax benefits of 100% for 20 years,
BPT and GRT benefits of 100% for 20 years, and real property tax for 10% for 10
years. Mr. Camacho pointed out one thing in the application, referencing page 6 item
2 section D: CTIC has elected to be taxed S corporation; although 12 GCA Section
58131 of the QC Law provides a 75% income tax rebate for shareholders of the S
Corporation. The QC Law also provides a 100% income tax rebate for beneficiaries
in constructing affordable homes. CTIC had a previous QC 230, which went through
2 modifications and was approved for 100% income tax rebate for S Corporation,
approved by 2 different Attorney Generals and 2 Governors. Based on the findings on
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§7.

the previous QC and the current law, we recommend the full 200% income tax
benefitfor CTIC. Lastly, part of the public investment is that they are committed to
provide $50,000 annually in public investments, which GEDA can use part of it for
contributions for marketing the program.

n. Administrator Melanie Mendiola addressed the final draft provided in the packet,
reassuring that the final with signatures is not provided in the packet because the draft
was put in the packet before all signatures were procured. Ms. Mendiola confirmed
that there are no changes in the draft provided.

0. SecretanDirector Siska Hutapea thanked Core Tech IntesnatiCorporation
helping the government provide affordable housing on Guam. Ms. Hutapea, as her
fiduciary duty as a Board member of GEDA, has clarification questions. Referencing
page 4, it shows that without the QC, the expected return is about 2.6%gdrg
not include that the project is going to be funded through LITEC also. Ms. Hutapea
expressed her opinion that the 2.6% is somewhat low because the LITEC benefits is
not included. She clarified that the project will be facilitated by LITEC {lovome
tax credits), and that 2.6% is not the real return.

p. Mr. Ho Eun of Core Tech stated that if the Government does not subsidize a portion
of the construction cost, people will not build houses for theitmeme housing
families because in general, Guasiimited, but as for Taiwan, Japan, Korea, the
order of the residential apartment building gives profit of the return rate is around
2.5% as of today, less than 4%, which is the standard right now. An example is the
government giving money to the developg giving the tax credit to the housing
agency. GHURA will receive the money and go through a bill process, then all
developers receive the plan based upon their criteria and prove from their experience
and performance, the ability to sell the credit, ability to borrow money, and build
equity. Once a developer is selected by GHURA, the tax credit is received. The
problem is that when the developer receives the tax credit, the tax credit needs to be
sold and that is not easy.

g. Ed Camacho reported that GHURA will not authorize the credit until after the project
is completed, signed off and start to sell the program. Chairman John thanked Mr. Ho
Eun for his service for building affordable housing, acknowledging QC 230, that built
1,163 homes

Themotion to approve the resolution 227 was made by Vice Chairman Ernesto V.
Espaldon, Jr., to approve the qualifying certificate relative to affordable housing. The
motion was seconded I8ecretaryDirector Siska Hutapea. The Directors then voted, and
the motionwas unanimously passed.



Park. The Directors then voted, and the motion was unanimously passed, Director John
did not vote because of the conflict of interest.
Public Comments
§ 14. There were no public comments.
Adjournment

§ 15. A motion for the meeting to be adjourned was moved by Director Ovalles and it was
seconded by Director Park. Adjournment of the meeting was unanimously approved.

Attest:

SISKA HUFAREA
Secretary, Board of Dirg
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