DETERMINATION OF NEED FOR EXCEPTIONAL TERM CONTRACT
Lot 7166 (akaAndersen Southor Marbo Base Command C) Municipality of Yigo and
Mangilao, Guam

1.0 OVERVIEW

This Determination of Need for Exceptional Term Contract is issued pursuant to Public
Law 3240 as amended by Public Law -39 whereinthe Guam Ancestral LandS€ommission
hereby makesthswr i t t en Deter mination of Need justify
Term Contract, and specifying the full term, inclusive of extensions, options and renewals, for
such contract, and provide a copy of such Determination of Need to the Spdakibesfaturan
Guahan Andersen South is one of those properties transferred from the US Federal Government
to the Government of Guam (GovGuam) pursuafitd 03339via Quitclaim Deed executed on
June 30, 2000, recorded under Instrument No. 623933.

The Guam Ancestral Land€ommission( her ei naf t er GALG®fivarits ed t o
property manager, the Guam Economic Development Authority (hereinafter referred to as
i GE D AriendstoissueRequest for Proposals (ABHEFB®) for
also known ag\ndersen Soutbr Marbo Base Command ®lunicipality of Mangilao and Yigo
consisting of approximatel§95 acres or 1,598,8&fuare meters, as shown on survey map L.M.
No. 062FY2001 Instrument No651350(The PropertyJAttachment A- Map). Privatelyowned
or claimed properties in the area are excluded from this RtdPProperty is located off Routg, 1
in the Municipalities of Yigo and Mangilao, southwest of the Guam International Raceway and
east and southeast of the Andersen Selathsing area currently used by the military for urban
assault and other training activitieé portion of the Property was formerly utilized by the US
Military in the late 1940s for troop housing and recreational purpd$esGALC intends to
negotiate dease agreement for the Property that allows a prospective developer to implement its
proposedand approved development platisequired, the offeror will be allowed to pledge the
leasehold interest in the property to secure development finan€hmMangilao portion of the
property is located in Census Tr&8010%5700which is a Qualified Opportunity Zon€0OZ)
pursuant to Section 13823 of U. S. Public Law -9¥5which provides tax incentivef®r
investments in QOZRAttachment Q Opportunity Zonéviap).

To allow prospective developers to invest in the Property and recover invesiG®h,
proposes to allow a lessee to lease the property for aferqpto fifty (50) years with one or more
options to extend the term for an additional Fddige (49) years Such term will be subject to
negotiations based primarily upon the amount of time required by the lessee to recover its
investment, satisfy financing requiremeind profit from investments

Smaller scale developmen{s the tens to hundreds of thousands of dollahsve
traditionally been pursued by smaller organizations and are met with a distingjlye set of
challenges. ®allerlocal corporations, partnershipsd sole proprietorships that are common on
Guamare very much dependent on local financing institutions to engage in almost any form of
commerceA commercial loan is dependent on various terms such as, the principle loan amount,
interest, and primarily, the besomeorgaaizafiossoa bi | i
businesses that might be able to afford a loan from hundreds of thousands to the millions of dollars,



andstill able to repay it back in less than five yed#ingre are also a large number of small local
businesses that are unaledb soFor exampleevena $250K business loat only 4% interest

over amere5 year ternwould require monthly payments of almost $5K a month for the loan itself,
not to mention other standard overhead, operational, or costs of goodsradldg a lease term

to 5 yearsvould only add an additional hardship, or even exclusion, for most small local businesses
to participate, employ local workers, leeive a hope auccess.

Even if a business were to be successful at negotiating a real propertyaldzesc
guideline for any local lending institutions thata commercial loan would generally not be
grantedo any organization witbnly a leasehold interest that would be shorter than the life of the
loan itself. Thus, in order to provide a fair comnial lease opportunityo a wider range of the
small local business communiand still provide a decent chance at succéssconcluded that
anExceptional Term Lease for longer than 5 years be allowed

A description of the property and the potentiagjor components of a Request for
Proposals follows, to provide preliminary but more detailed information on this development
opportunity.

1.1 LAND USE CONSIDERATIONS

1.1.1 Property Location. The Property is locateaff Route B in the municipalities of
Yigo and Mangilap Guam southwest of the Guam International Raceway and east and southeast
of the Andersen South Housing area currently used by the military for urban assault and other
training activities (See attached Map)

1.1.2 Previous Land Use. The Andersen South parcel was formerly utilized by the US
Air Force in the late 1940s for troop housing and recreational purposes. Sixty temporary structures,
13 semipermanent structures (presably Quonset huts) and 2 permanent buildings including a
bowling alley and officers club were located on the property. While the northern portion of the
property may have been cleared of vegetation in the late 1940s, no structural improvements we
constucted No known buildings exist on the property today. A Phase 1 Environmental Baseline
survey (EBS) for various military properties including Andersen South was conducted in 1995.
For Andersen South the EBS f ounadohwéreamoteddaripppr t s ¢
the interview process, r e Sioaredsof corecerns evére noted t h e
however, including 4 concerning the existence of abandoned vehicles, 1 of automotive batteries,
and 1 concerning surface waste disposabeoisehold appliances, electronic equipment, household
trash, construction and other general waste d
70, for further investigation. A Phase | EBS
removed lhe automotive batteries and abandoned vehicles. Regarding the dump sites, the same
report det er mi ned t ha thazdrddast aad potantiad comtamsationsise d a |
unli kely. o While the EBS i ndi c afioeamthe praparty,t her e
and since the property -isobkeasngs mapeosapact abeé
responsible for any environmental remediation required to implement its development plans.




1.1.3 Current Zoning. The property is zagd Agriculture (A).If a change to this zoning
designation is needed to i mplement the devel o
must be included in the proposal submitted in respongae Ré-P.

1.1.4 Mining of Property. Should aggregateiining be intended by the prospective
developer as part of its development pl&#ALC requires that proposal in response to an RFP
discuss how the property will become usable after the developer ceases to use the property for this
purpose and discuss royalties that will be paid from the use of the property for this purpose.

1.1.5 Privately Owned Claimed Portions of Property. Pursuant to Public Law 2578
the GALC on May 8, 2003, issued a Written Determination recognizing the HEIRS of Ancestral
Landowner Jose Villagomez as rightful owners of Lot P15.2, Yigo (Recorded under Instrument
No. 676092) as referenced in Civil Case No-3¥(See Attachment B Excluded Portion). This
approximately one (1) acre portion of Andersen South is EXCLUDED from this DON and RFP.

1.2 GALC COMMITMENTS

1 To support designation of the appropriate zone for the property to accommodate the
development plan, to the extent allowable by law.

1 To support the developer in satisfying all regulatory, land use, environmental, business,
building and other local and fedearmitting requirements, to the extent allowable by
law.

1 To support the developer in presenting and securing approval of the lease agreement to the
extent allowable by law.

1.3 OFFER RESPONSIBILITIES

A lease agreement(s) will be prepared once negotiations with the successful offeror(s) have
concluded. Since the lease will require offeror(s) to carry out various responsibilities, including,
but not limited to those listed below, proposals must indicatewrence with paying the costs

for and carrying out the major responsibilities listed below:

1.3.1 Conceptual Plan Prepare a conceptual plan for the proposed development,
commit to a specific development schedule and secure all necessary develppmets. In
submitting a proposal in response to an RFP, offerors are required to submit this conceptual plan
for the development of the property or portion(s) thereof which shall identify the type of use, the
market demand for the goods and/or servicdsetoffered, a rough order of magnitude cost for
devel oping the site and the offerords abilit
evidence of such financial ability.

1.3.2. Business Plan Create for itself and fo6ALC, a Business Plan thabntains a
project pro forma consistent with the conceptual plan covering the period of time required by the
offeror(s) for project development and operation.

1.3.3 Infrastructure . Plan, implement and fund all infrastructure improvemeasied
for devebpment plans




1.3.4. Management Accept management and maintenance responsibility for the
Property that preserves the value and revenue generating capacity of the Property.

1.3.5. Environmental Condition. Accept responsibility for performance aoosts of
any environmental remediatipif required to develop the Property as proposderospective
lessees shall prepare a Phase | Environmental Site Assesspoerthe issuance of a lease
agreement.

1.3.6. Insurance. Obtain all required property, labi | i ty and wor kmenao:
insurance, and indemnif@ALC from any liability arising from the development and use of the
Property.

1.3.7 Survey/Retracement Prepare a property boundary survey map of the Property
and obtain all required approvalSurvey monuments must be maintained and visible at all times
for inspection byGALC.

1.3.8. Fees Pay all fees associated with the recording the Lease at the Department of
Land Management.

1.4 OFFEROR REQUIREMENTS

A primary consideration of th@ ALC and the Government of Guam is the benefits to be derived
through the lease and development of this valuable asset. Traditional methods of generating
revenue are addressed in subsections 1.4.1 andbe®. HoweverGALC, GEDA and the
Government of Guam recognize that significant public benefits can also be derived through
public/private partnerships and other mechanisms that, considered as a whole, exceed the benefits
derived from a traditional re@state lease transaction. Should othertnaxitional methods be
proposed by the offeror, these methods will be given serious consideration but offerors must still
identify the benefits that would have been derived from a strict real estate leasetitrarfea
comparative purposes. Offerors are requicectview theGALC Rules and Regulations codified

at 21 GCA Section 75122 (attached) am@ddress the following requirements in their proposals:

1.4.1. Rent. Rent will be based upon appraisedfestied fair market rental value.
Prospective developers are required to identify the amount of ground rent to be paid
annually/ monthly over the term of the | ease,
the highest amount of revenue. Periodicaéaions in ground rent will also be required over the
term of the lease and therefore, developer proposals must include escalations in their proposals
and provide a fair and reasonable method incorporating fair market rental values for establishing
grourd rent.

1.4.2. Participation Rent. Subject to negotiations, GALC may require that the offeror(s)
awarded the right to lease the Property pay participation rent which is defined as a negotiated
percentage of the gross income from the operations of theelsasor businesses located on the
Property, payabl e monthly. I n I'ine with GALC




revenue, proposals submitted in response to this RFP should indicate whether it agrees to payment
of participation rent and go, identify the percentage of gross monthly income from the operations

of the business or businesses located on the Property that will be paid as participation rent and
provide a projection of monthly/annual participation rent payments. If proposalsatadic
agreement with payment of participation rent, proposals must also identify the method by which
gross monthly income will be accounted for and any escalations in participation rent offered over
the term of the lease

1.4.3. Alternative Payment Mechanisms. Alternatives to property rent, subtenant and
other rents may be proposed by offerors in their proposals, however, any proposal suggesting such
alternatives must demonstrate hG@&LC6 s obj ecti ve of generating tF
is adieved by comparing the suggested alternative to the property rent, subtenant and other
payments described above. Alternative payment schedules including rent deferrals may also be
proposed but in no event will the total amount of rent be reduced. dinteag also be charged on
any deferred rents.

1.4.4. Security Deposit. The proposal shall indicate that the developer(s) agrees to pay
a nonrefundable security deposit upon execution of a lease and the amount of such security
deposit.

1.4.5. Sub-lesse Use of Property. Offerors must specify in their proposals whether or
not subletting (or any form of third party use) is intended for any or all portions of the property
being leased. Should subletting be intended, offerors shall identify the propirsaklessee
rents paid to the lessee to be paidGLC, if any. In addition, participation rent as described
above may be required to be paid by-tegsees.

1.4.6. Other Requirements. To ensure acceptability of the intended lease agreement by
the public and the government of Guam, additional requirements may be imposed and/or
negotiated that are not specifically identified in this RFP, at the discretion of the Government of
Guam. In addition, Public Law 339 requires Legislative approval of all $&8 whose term
exceeds five (5) years. Additional requirement(s) may be imposed by the Guam Legislature. By
submitting a proposal in response to this RFP, prospective offerors understand and agree that
additional requirements may be negotiated by thecliikee and/or Legislative Branches of the
Government of Guam




ATTACHMENT A: MAP i Land Management Instrument No. 651350
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\ ATTACHMENT B: EXCLUDED Portion (See Land Management Instrument No. 676092




