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MILITARY BUILD-UP ON GUAM

THURSDAY, MAY 1, 2008

U.S. SENATE,
COMMITTEE ON ENERGY AND NATURAL RESOURCES,
Washington, DC.

The committee met, pursuant to notice, at 2:15 p.m. in room SD-
366, Dirksen Senate Office Building, Hon. Jeff Bingaman, chair-
man, presiding.

OPENING STATEMENT OF HON. JEFF BINGAMAN, U.S.
SENATOR FROM NEW MEXICO

The CHAIRMAN. Why don’t we go ahead and get started. Thank
you all for coming. The committee will receive testimony on the
military buildup on Guam, and the impact on the civilian commu-
nity in planning and response to that buildup.

We have five very distinguished witnesses today. I believe Gov-
ernor Camacho is on his way, perhaps caught in traffic or some-
where. Congresswoman Bordallo, thank you for being here. General
Bice, thank you for being here. Mr. Pula, appreciate your presence
today. Mr. Lepore, thank you very much for being here.

Guam is one of the most strategic locations in the United States.
It’s played an important role in our history for over a century. The
people of Guam have demonstrated great loyalty to the Nation,
particularly during the Japanese occupation, and today a new gen-
eration continues to demonstrate their commitment through their
military service and sacrifice.

The Defense Department’s global restructuring of forces calls for
a substantial expansion in Guam. The military and dependent pop-
ulation is expected to grow from 14,000 to 40,000, and tens of thou-
sands of additional temporary and permanent civilians will be
needed to provide supporting labor and services. This growth,
which is perhaps as much as a 50-percent increase in population
for Guam, will require the expansion of housing and roads, utili-
ties, and schools and hospitals. Construction is to begin in July
2010, and to be largely completed within 4 years, at a cost of about
$15 billion. This is a very ambitious schedule. One question we’re
ilealifr)lg with today is, What is needed in order to meet these dead-
ines?

I'm concerned that the Federal civilian agencies may not have
the coordination and leadership needed to manage the civilian side
of the buildup. The Secretary of Interior chairs the existing Inter-
agency Group on Insular Areas, and this group has established a
Guam Task Force; however, this structure appears to lack the au-
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thority needed to resolve many of the issues that will arise, par-
ticularly the funding needs.

Another question is, Are steps needed to strengthen interagency
coordination and leadership? The Defense Department has experi-
ence in planning and managing large military projects. It has es-
tablished the Joint Guam Program Office to coordinate its efforts,
and the Joint Military Master Plan is expected, in July. I'm con-
cerned, however, that the Government of Guam lacks the capacity
and resources to plan for and meet civilian needs unless there is
additional Federal assistance.

Where will Guam obtain the professional and financial resources
to properly plan and manage and meet the needs of the civilian
community? That’s another crucial issue for us today.

I look forward to the testimony this afternoon, to working to-
gether to help assure that this national security initiative will be
planned and managed in a way that benefits the entire community
of Guam, both the military and the civilian.

I know Senator Akaka is here, and has taken a great interest in
this issue, and let me call on him for any statement he has.

STATEMENT OF HON. DANIEL K. AKAKA, U.S. SENATOR
FROM HAWAII

Senator AKAKA. Thank you very much, Mr. Chairman. I want to
thank you and the ranking member for holding this very, very im-
portant hearing.

I want to welcome the panel that’s here today, and very good
friends. I also want to say that I'm glad to see Congressman Ben
Blaz here today. I want to say, Ben, aloha and welcome. To all of
you, hafa adai.

I look forward to receiving your testimony as the committee ex-
plores the impact that the DOD’s plans for—have for an increased
military presence, and what it will have on the population of
Guam.

I also look forward to the opportunity to discuss the planning
and resources needs of the civilian community in preparation and
response to that anticipated buildup. It is my understanding that,
while the Department of Defense has established a broad frame-
work for military buildup on the Guam, the DOD continues their
planning process, including preparation of a Joint—Guam Joint
Military Master Plan, which I understand is still in the DOD re-
view process.

Similarly, I know that the Government of Guam is still in the
initial stages of addressing the many infrastructure challenges as-
sociated with a military buildup. I want to congratulate you for the
work you have all done thus far. I know this process poses many
inherent challenges and unexpected difficulties that you are to be
commended for your efforts in doing this.

As we move forward, it is crucial that DOD and other Federal
agencies continue to work in close coordination with one another
and Guam’s local government. In particular, it is vitally important
that each entity and contributing partner share a collective under-
standing, based on accurate and timely information, with respect,
not only the military’s, but also the community’s, needs. Only by
working collaboratively will we truly be able to plan accordingly,
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including ensuring the Federal resources are appropriately allo-
cated to this undertaking.

I also want to take this opportunity to express my support of
H.R. 1595, the Guam World War II Loyalty Recognition Act, which
passed in the House and is currently pending before the Senate
Committee on the Judiciary. The people of Guam deserve no less
than to be recognized for the loyalty and courage they displayed
during the World War II occupation of Guam by the Japanese. I
know the Representative here from Guam has worked hard on this
bill, and we’ll be looking forward to it—to have it here in the Sen-
ate.

Once again, thank you, to the witnesses, for being here today.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Akaka.

Let me just recognize each of the witnesses here before they start
their testimony.

First is The Honorable Madeleine Bordallo, who is Congress-
woman from Guam. We appreciate you being here, very much.
Honorable Felix Camacho, who is the Governor of Guam, thank
you very much for being here. General David Bice, who is the di-
rector of the Joint Guam Project Office here in Washington, thank
you for being here. Mr. Pula is the director of the Office of Insular
Affairs in the Department of Interior. Thank you for being here.
Mr. Brian Lepore is director of Defense Capabilities and Manage-
ment in the United States Government Accountability Office here
in Washington.

So, thank you all for being here. All of your—your complete
statements will be included in the record. If each of you could iden-
tify the points you think are most important for us to understand—
and we’ll proceed in that way.

Ms. Bordallo, why don’t you start, and we’ll go right across the
table, there.

STATEMENT OF HON. MADELEINE Z. BORDALLO, DELEGATE
TO CONGRESS, GUAM

Ms. BORDALLO. Thank you very much, Chairman Bingaman. My
dear friend Senator Akaka, thank you for being here with us.

Again, I would like to mention the presence of General Ben Blaz.
He served in the House for four terms, and he has been very sup-
portive of many of the issues facing Guam. So, I want to thank him
for his attendance here today.

Mr. Chairman, thank you very much for the opportunity to tes-
tify on the very important topic of the military buildup on Guam
and its impact on our community. Over the next 6 years, the civil-
ian and military populations on Guam will increase substantially
as a result of the major military realignments in the Pacific region
and alliance transformation with Japan.

Of particular importance to Guam is the planned relocation of
8,000 marines and 9,000 of their dependents from Okinawa to
Guam. Air force units are also being relocated from South Korea
to Andersen Air Force Base. Additionally, Guam is expected to host
a transit carrier presence, along with increased naval and United
States Army activities. In the total, the realignment is estimated
to cost roughly $13 billion through 2014.
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Beginning in fiscal year 2010 through the completion of these
projects, the Department of Defense estimates that it could spend
over $2 billion in military construction funds on Guam per year.
The compressed timeline driving this substantial annual invest-
ment is a result of the Alliance Transformation and Realignment
Agreement reached by the United States and Japan in October
2005. The compressed timeline in various infrastructure improve-
ments that are needed on Guam pose significant challenges to
making this buildup a success for our community. These challenges
were identified by the GAO in its September 2007 report on DOD
Overseas Master Planning.

Despite the massive investment of military construction dollars,
there is a critical need to concurrently improve the civilian infra-
structure in Guam, and that is why I have called for the develop-
ment of a memorandum of understanding between the Government
of Guam and their Federal counterparts. These MOUs will be an
important step toward identifying source of funds to pay for critical
improvements to the civilian infrastructure that will be identified
by Governor Camacho in greater detail.

The MOUs will help the Government of Guam plan for the com-
mitments that they will need from the Federal Government to
make these infrastructure improvements. Moreover, the MOUs will
ensure the continuity of this realignment process.

As the administrations prepare to change, here in Washington,
DC, we need to ensure that there is a roadmap that we can depend
on. Guam cannot meet this timeline without commitments from the
Federal Government. Regardless of who wins the Presidential race
later this year, the massive buildup will continue to move forward.
A lack of future commitments could very well jeopardize the nec-
essary improvements that are needed to Guam’s infrastructure. So,
we welcome the committee’s assistance in ensuring that the Bush
administration provides its guidance for how the Federal Govern-
ment will assist Guam.

The Interagency Group on Insular Areas, or the IGIA, was estab-
lished to make recommendations to the President regarding policy
implementation actions of the Federal Government affecting the in-
sular areas. I have encouraged Secretary Kempthorne and Sec-
retary Winter to fully utilize the IGIA and continue working with
other Federal agencies and departments to facilitate the develop-
ment of these MOUs. Time is of the essence, and I hope that these
MOUs can be completed before the end of the year.

The military buildup presents many, many challenges, Mr.
Chairman. Our community has environmental and social concerns,
and we look to congressional oversight to ensure that the military
buildup occurs in an environmentally sensitive and socially respon-
sible manner. I believe further support is needed to complete a
sound EIS under NEPA.

There is one issue that I also want to raise, and Senator Akaka
alluded to it, and that is the importance for the Senate to pass
H.R. 1595, the Guam World War II Loyalty Recognition Act, which
has previously passed the House by a two-thirds margin and is now
before the Senate. If you want to know how you can be helpful, the
short answer is to pass H.R. 1595. By bringing closure to this
issue, we reaffirm that the United States values the sacrifices of
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the people of Guam. As we begin a new era in our security relation-
ship between the United States and Japan, Guam seeks closure to
a painful chapter in our history. The people of Guam stand ready
to do our part for our national security, but we do not want to be
taken for granted. So, passing H.R. 1595 in the Senate will be tre-
mendously helpful.

Mr. Chairman, I thank you for this opportunity to address you,
and I look forward to your questions.

[The prepared statement of Ms. Bordallo follows:]

PREPARED STATEMENT OF HON. MADELEINE Z. BORDALLO, DELEGATE TO
CONGRESS, GUAM

Mr. Chairman, thank you for this opportunity to testify today on the very impor-
tant topic of the military build-up on Guam and its impact on our community. Over
the next six years the civilian and military populations on Guam will increase sub-
stantially as a result of the major military realignments in the Pacific Region and
alliance transformation with Japan. Of particular importance to Guam is the
planned rebasing of 8,000 Marines and 9,000 of their dependents from Okinawa to
Guam. Plans are also underway to relocate some Air Force units from South Korea
to Andersen Air Force Base. Additionally, Guam is expected to host a transient car-
rier presence along with increased Naval and U.S. Army activities.

In total, and according to the Department of Defense, the realignment is esti-
mated to cost roughly %13 billion through 2014. Beginning in fiscal year 2010
through the completion of these projects the Department of Defense estimates that
it could spend over $2 billion in military construction funds on Guam per year. The
compressed timeline driving this substantial annual investment is a result of the
alliance transformation and realignment agreement reached by the U.S.-Japan Se-
curity Consultative Committee on October 29, 2005, and further ratified in May
2006. The compressed timeline and various infrastructure improvements that are
needed on Guam pose significant challenges to making this build-up a success for
both the military and civilian communities. These challenges were identified by the
U.S. Government Accountability Office in its September 2007 report on overseas
master planning by the Department of Defense and the implementation of the Inte-
grated Global Presence and Basing Strategy. Despite the massive investment of
military construction dollars there is a critical need to concurrently improve the ci-
vilian infrastructure on Guam.

That is why I have publicly called for the development of Memorandums of Un-
derstanding between the Government of Guam and their federal counterparts.
These MOUs will be an important step towards identifying sources of funds to pay
for critical improvements to the civilian infrastructure including the need for addi-
tional public safety personnel, schools, teachers, improved water distribution sys-
tem, increased wastewater system capacity, an upgraded electrical system and high-
ways, to name a few of the many improvements that will be needed on Guam to
sustain an increased population. The MOUs will help the Government of Guam plan
for the commitments that they will need from the federal government to make these
infrastructure improvements.

Moreover, the MOUs will ensure the continuity of this realignment process. As
Administrations prepare to change here in Washington, D.C. in January 2009, we
need to ensure that there is a road map that we can depend on. Guam cannot meet
this timeline without commitments from the federal government. Regardless of who
wins the Presidential race later this year, the massive build-up will continue to
move forward. A lack of future commitments could very well jeopardize the nec-
essary improvements that are needed to Guam’s infrastructure. Guam cannot meet
these obligations without federal assistance, and we welcome the committee’s assist-
ance in ensuring that the Bush Administration provides its guidance for how the
federal government will assist Guam.

The Interagency Group on Insular Areas (IGIA) was established to “make rec-
ommendations to the President, or to the heads of agencies, regarding policy or pol-
icy implementation actions of the Federal Government affecting the Insular Areas”.
I encourage Secretary Kempthorne and Secretary Winter to continue working with
other federal agencies and departments through the IGIA to facilitate the develop-
ment of these MOUs. As with everything regarding this build-up, time is of the es-
sence and I hope that these MOUSs can be completed before the end of the year.
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The military buildup will present challenges to Guam in many areas. Our commu-
nity has environmental and social concerns and we look to aggressive Congressional
oversight to ensure that the buildup occurs in an environmentally sensitive and so-
cially responsible manner.

There 1s one last issue that I want to raise with the committee. It is important
for the Senate to pass H.R. 1595, the Guam World War II Loyalty Recognition Act,
which has previously passed the House by a two-thirds margin and is now before
the Senate. If you want to know how you can be helpful, the short answer is to pass
H.R. 1595. By bringing closure to this issue, we reaffirm that the United States val-
ues the sacrifices of the people of Guam. As we begin a new era in our security rela-
tionship between the United States and Japan, Guam seeks closure to a painful
chapter in our history. The people of Guam stand ready to do our part for our na-
tional security, but, we do not want to be taken for granted. Passing H.R. 1595 in
the Senate will be a tremendously helpful step.

Mr. Chairman, thank you for this opportunity and I look forward to your ques-
tions.

The CHAIRMAN. Thank you very much for your testimony.
Governor Camacho, thank you for being here. Go right ahead.

STATEMENT OF HON. FELIX P. CAMACHO, GOVERNOR OF
GUAM, HAGATNA, GU

Mr. CAMACHO. Thank you, Mr. Chairman and Senator Akaka.

On behalf of the people of Guam, I thank you for this opportune
to provide testimony on the military buildup on Guam, its impact
on our community and our responses to planning and response.

In Proverbs 24:3, it says, “It takes wisdom to build a house and
understanding to set it on a firm foundation.” Mr. Chairman,
Guam is a viable and relevant stakeholder in this endeavor. It
starts with the understanding that our future begins with the deci-
sions made today and in the near future. As we make the most of
the present, we build for our future, one step at a time.

In less than 4 years, the United States Marines will begin arriv-
ing on our shores, starting a migration of United States military
servicemen and -women and their families. Construction workers,
military contract workers and their families, and others are moving
to Guam. What this means is that our island will absorb a 30-per-
cent increase in population by 2012. This is the equivalent of add-
ing almost 550,000 people within a 6-year period to the great State
of New Mexico, your home State.

Guam is becoming the tip of the spear for our country’s mission
in this part of the world, where emerging threats and growing
American interests rest. Just as the people of Guam and the na-
tion—and the region have answered the call of duty, fighting in
every war and conflict of the past century, we stand ready to sup-
port our country in this strategic mission to help improve the secu-
rity of the nation.

The measure of our commitment is seen in the efforts we've al-
ready taken to prepare our entire island community, both civilian
and military. We’ve submitted scoping comments for use in the
preparation for the environmental impact statement for the marine
relocation from Okinawa. We've made needs assessments that
quantify off-base improvements. We’ve reallocated funding from a
pool of limited resources to develop master plans for the only civil-
ian seaport in our transportation system. We've taken many other
steps, with limited information and our finite resources, to prepare
the way. If done well and with a true Federal commitment to the
success of the buildup in Guam, our island will be well equipped—
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it will be a well-equipped military forward-operating location in the
highly volatile Southeast Asia and Western Pacific regions.

This future that we envision depends on the Federal commitment
to a Federal responsibility borne by the United States-Japan Alli-
ance, the Transformation and Realignment for the Future, as en-
tered into the United States and Japan in 2005, and efforts that
Guam already is undertaking. Government leaders, the private sec-
tor, the civilian and military communities in Guam, have come to-
gether since 2006 under the Civilian-Military Task Force I created
to focus on the buildup efforts.

Even before the news of the marine relocation, our government
has been building roads and schools, improving utility infrastruc-
ture, and preparing for normal growth needs. While the Govern-
ment of Guam has made tremendous strides with limited re-
sources, no American community can shoulder the challenges of a
30-percent increase in population to which this bilateral agreement
consigns our people.

For military construction on Guam, Japanese and United States
Government contributions are grants that need no direct repay-
ment. Guam, on the other hand, is expected to obtain debt financ-
ing to fund off-base improvements and to bear this burden alone.

Mr. Chairman, the brave marines, soldiers, airmen, and sailors
of our nation do not live within a fenceline in any United States
community. We cannot disregard the fact that the condition of off-
base infrastructure and social programs will affect their quality of
life. They will travel on the same roads, utilize the same resources,
and live in the same community we all share today.

We've already taken great pride in ensuring that among the
greatest memories of our military—of military service is the
warmth and hospitality of the people of Guam. We call it the “hafa
adai spirit.” But the 30-percent population increase in a 6-year pe-
riod places unprecedented, severe impacts on Guam’s infrastruc-
ture and social programs. We want to be ready, so that we can con-
tinue providing America’s front line with a home away from home
without jeopardizing the basic services the Government of Guam
provides to the local community.

It is unrealistic for any American community to plan for, fund,
and manage unfunded Federal mandates imposed by the bilateral
agreement within the aggressive timelines without assistance from
the United States Government. The delta between normal growth
and military expansion must be covered by appropriations of the
U.S. Congress. I have asked the military and Federal agencies for
funding to implement an aggressive schedule of improvements. And
we've received support from Federal agencies by way of program
funding, including the United States Department of the Interior,
through the leadership of Secretary Kempthorne, and the Office of
Economic Adjustment of the United States Department of Defense.
But, the scope of changes that needs to occur very quickly, we can-
not “grant” our way through this transformation. Significant com-
mitments have yet been made. Only notional or predecisional infor-
mation has been provided to assist our planning efforts. We’ve been
told that the earliest funding cycle for consideration is fiscal year
2010 budget.
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Mr. Chairman, military construction is expected to start in 2010,
and Guam already is experiencing its initial effects within the cost
of real-estate soaring, a tenfold increase in land-use permits, and
the number of shipping containers arriving at the only commercial
seaport expected to increase 600 percent in 2 years to support the
construction boom. Time is running out, and we need a true Fed-
eral commitment, sir.

With time running out, I have to say that we are working on
submitting our fiscal year 2010 budget request for improvements to
the many infrastructure programs I've mentioned, and I humbly
ask this committee to support the funding of high-priority projects
now, in the fiscal year 2008 and 2009 budget, so that our island
can prepare for the growth occurring and that is yet to come.

I want to say that I acknowledge that there are many challenges
that Guam is responsible for. However, the people of Guam do ex-
pect the Department of Defense and the Federal Government to
underwrite the cost to Guam’s local community that are directly
and indirectly associated with the DOD-driven requirements for
the buildup.

It is in Guam’s and the Nation’s best interests that this buildup
produces sustainable outcomes for our island. An integrated ap-
proach, one that starts with Federal funding commitment now and
that considers the people of Guam, our rights, our health and well-
being, as well as the military value to our island, is crucial.

I humbly ask for your support in funding the necessary infra-
structure requirements, and I thank you for this opportunity, sir.

[The prepared statement of Mr. Camacho follows:]

PREPARED STATEMENT OF HON. FELIX P. CAMACHO, GOVERNOR OF GUAM,
HAGATNA, GU

INTRODUCTION

Hafa Adai Mr. Chairman and members of the Committee:

On behalf of the People of Guam, thank you for this opportunity to provide testi-
mony regarding the U. S. Military Buildup of Guam.

Today, our focus is on the planned military build up of Guam that will affect our
Nation, our region and most especially, our island. What is known thus far is that
8,000 Marines and their 9,000 dependents will be relocated from Okinawa to Guam.
Navy, Army, Air Force and Coast Guard mission growth unrelated to the Marine
relocation will bring another 12,130 active duty personnel and their dependents,
which is approximately a 40,000 military population increase. An estimated 20,000
immigrant workers will be needed to construct $15 Billion in improvements required
by our Armed Forces. This investment will generate a projected 20,000 increase in
Guam’s civilian population from military contract employees and families and indi-
viduals moving to Guam to improve their quality of life. Altogether, a 30% increase
is expected in the 170,000 population already resident in Guam. This is the equiva-
lent of adding almost 550,000 people within a six year period to the great state of
New Mexico, the home state of the honorable Chairman and the Ranking Member
of this auspicious Committee. While these are staggering numbers for any commu-
nity, the Bi-Lateral Agreement between the Government of Japan and the United
States contains an aggressive implementation schedule that requires the Marines
to begin leaving Okinawa within four years, by 2012, and to complete the relocation
two years later, by 2014. It is this aggressive schedule that, not only demands the
full commitment of the Government of Guam, the Department of Defense and the
majority of Federal Departments and Agencies, but creates an anxiety and uneasi-
ness amongst the community and those actively involved simply due to the sheer
magnitude of the expected growth in population, but more importantly, the signifi-
cant impact on Guam’s infrastructure and social programs. It is unrealistic for any
community in the U. S. to plan for, fund and manage unfunded federal mandates
imposed by the Bilateral Agreement within the timeline without assistance from the
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U. S. government. Guam’s planned military buildup will impact the lives of every-
one who lives on Guam, both civilian and military communities. But just as the peo-
ple of Guam and the region have answered the call of duty to join the U. S. Armed
Forces in every conflict in this century and in numbers that surpass communities
of similar size, so will the people of Guam carry out our responsibility as proud
Americans to support our country in this strategic mission to help improve the secu-
rity of the nation. We all share in this historic opportunity to improve the quality
of life of all loyal American citizens in Guam while positioning Guam to play a more
significant role in the defense of our country as a well-equipped military forward
operating location in the highly volatile Southeast Asia and Western Pacific regions.

Military buildup on Guam must become a National Priority accompanied by a fed-
eral commitment to fund its direct and indirect requirements both inside and
outside military bases

While the military buildup is expected to have a significant impact on Guam’s
economy, the security of our nation remains a federal responsibility. Guam does not
have the sufficient resources necessary to implement this agreement, fund improve-
ments required by military buildup outside military bases or absorb the up-front
costs of preparing our island and bracing it for impacts we all know will come.
Guam barely has enough to sustain the current level of operations and, therefore,
will not have the resources to readily respond to the demands of the build-up. The
Bilateral Agreement is a result of negotiations between two of the richest and most
powerful nations in the world today. As a bilateral agreement between sovereign
governments, its implementation must be a sovereign national priority. The Japa-
nese Diet has already enacted policy and made appropriations to implement the Bi-
lateral Agreement, while it appears the U.S. Government’s approach is fragmented,
especially with regard to funding.

For U.S. military construction on Guam, Japanese and U. S. Government con-
tributions are grants that need no direct repayment. Guam on the other hand, is
expected to obtain debt financing to fund off-base improvements or to enter into
public/private partnerships (which require Guam to invest its resources in these
partnerships) to support the buildup. The potential for overexpenditure similar to
the experiences of other U. S. communities, such as Junction City, Kansas, is real,
particularly since we have no control over the timing and cost of relocation. Our
1993 experience with the unfulfilled promise of relocation of U. S. Naval Forces from
the Republic of the Philippines provides a relatively recent basis for exercising cau-
tion in committing significant resources. Guam has been placed in the unenviable
position of having to seek out federal and other forms of financial support for a pro-
gram that clearly is a national priority. As Lieutenant Governor of Guam Michael
W. Cruz eloquently states, “military buildup of Guam is analogous to a canoe that
will capsize if improvements on-base are not accompanied by improvements off-base.
Only through a holistic approach can balance be achieved and maintained in our
journey forward.”

Even though the military buildup is four years away, Guam is already experi-
encing its initial effects. Real estate prices have doubled. The cost of homes has tri-
pled. There has been a 10 fold increase in the number of land use permit applica-
tions for new housing and commercial development. Our homeless population is
growing, our hospital is already over-crowded, and in-migration is on the rise. In
less than 2 years, the number of containers arriving at the Port Authority of Guam
(Guam’s only seaport) to support the construction boom is expected to increase by
600% per week.

In 2006, I created a Civilian Military Task Force (CMTF) comprised of Guam’s
private sector, government leaders and military representatives. The CMTF is sup-
ported by 11 subcommittees covering the major areas of concern to our local commu-
nity, with subcommittees consisting of members of Guam’s general public, nonprofit
organizations, the Guam Legislature, and all the agencies of the Government of
Guam. The CMTF and its 11 subcommittees have submitted scoping comments for
use in the preparation of the Environmental Impact Statement for Marine reloca-
tion; needs assessments that quantify off-base improvements in support of military
mission growth; and have engaged in teleconferences and presentations to various
federal agencies represented at meetings of the Interagency Group on Insular Areas
(IGIA) task force created by Presidential Executive Order on May 8, 2003 and the
Federal Regional Council (FRC), consisting of all federal agencies that provide over-
sight and assistance to Guam. We are reallocating funding dedicated to priority
projects unrelated to the military buildup, to develop a master plan for the only ci-
vilian harbor in Guam that is expected to bear the brunt of in-coming military cargo
and a critical chokepoint to support the buildup. A transportation plan for highways
used by the military to transport goods from the harbor to military installations 1s-
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land-wide will soon be completed. Every aspect of life and living on Guam including
health, education, welfare, public safety, natural resources, housing, labor, infra-
structure, environmental protection, taxation, doing business requirements, and
socio-cultural challenges are being assessed at tremendous local cost, to improve the
quality of life of all Guam residents, including the military.

And while we confront the growing challenges at home, the majority of the Fed-
eral Departments and Agencies only became aware of the Department of Defense’s
initiatives this past August. They have been scrambling to understand the Defense
Department’s initiative and how it translates into unforeseen or non-programmed
requirements. As a result, we have collectively missed the Fiscal Year 2008 and
2009 federal budget cycles and may have difficulty securing funding under the Fis-
cal Year 2010 budget.

During a November 2007 Interagency Task Force meeting in Washington D.C.,
Government of Guam representatives were informed by the Office of Management
and Budget that Fiscal Year 2008 funding, required by the Federal Agencies and
the Government of Guam to support the DOD move from Okinawa to Guam was
“virtually impossible.” We were further notified that getting into the 2009 Budget
would be “almost impossible.”

From an Executive Branch perspective, Fiscal Year 2010 is the earliest oppor-
tunity to request funding. As it currently stands, our FY2010 budget request of ap-
proximately $6.1 Billion dollars consists of the following:

e $195 Million for Port Expansion

e Present studies estimate $4.4 Billion for Roads

¢ $666 Million for Power infrastructure

e $192 Million for Water infrastructure

e $593 Million for Education

e $47.3 Million for Public Health

e Preliminary study is an estimated $7 Million for A/E for Hospital

The Committee’s support of this request is humbly solicited to fund high priority
projects in FY2008 and FY2009 as well as our community’s needs in order to fully
support this buildup moving forward, beginning with a full budget request in FY10.
I will make all Government of Guam resources and entities available to help the
Committee better understand Guam’s challenges and rationale for our budget re-
quest.

I am encouraged by the greater interaction between the Government of Guam and
federal agencies over the past six months. This interaction is critical to under-
standing what is needed to respond to this tremendous growth and the certain im-
pacts to the Guam community now and for our future generations. Each federal
agency has evaluated its programs in an effort to identify those that can be mar-
shaled to assist in satisfying local needs associated with military buildup. However,
existing federal program authorizations do not satisfy all needs as funding and cov-
erage are limited. Various health care programs have funding caps imposed on the
amount of assistance that can be provided to Guam while other programs are simply
not extended to Guam. While the Government of Guam continues to work with fed-
eral agencies to improve the accountability of federally funded programs, I assure
you that federal funding received for military buildup will go directly to identified
priority infrastructure projects and that there will be full accountability and trans-
parency.

The Bilateral Agreement does not constitute a Base Realignment and Closure
(BRAC) action normally characterized by a commitment of federal resources for im-
plementation. We recognize that stateside communities surrounding realigned bases
such as Holloman and Cannon Air Force Bases in New Mexico, Ellsworth Air Force
Base in South Dakota, Bremerton Naval Station in Washington, Butte Army Re-
serve Center in Montana among others with representation on this Committee, have
had to fight hard to obtain full appropriations to cover base and community needs.
While this fight is not an easy one especially in this time of competing budgetary
needs, the pursuit of funding by Congressional Delegations is consistent with poli-
cies established under BRAC law. The Guam buildup is not a BRAC action so ob-
taining required resources is even more difficult.

To assist the Committee in understanding and hopefully supporting our needs, I
directed the CMTF to develop our budgetary requirements based upon preliminary
assessments of the challenges to be faced. With the financial assistance from the
Office of Economic Adjustment, Guam has developed an initial master plan which
identifies Guam’s challenges. We have utilized in-house expertise via the CMTF and
its subcommittees to complete the remaining tasks to finalize the Master Plan.



11

A true partnership between the United States and its territory of Guam must be es-
tablished and maintained to ensure program success

Discussions between the United States and Japan with respect to the details of
the Bilateral Agreement have been underway since 2006. Unfortunately, the Agree-
ment was concluded without any input from Guam’s leadership. Frequent mention
by military officials is made of the inability to accommodate Guam’s needs since ne-
gotiations on the subject matter have already been concluded between the U. S. and
Japan. Financial shares identified in the Bilateral Agreement and subsequent nego-
tiations appear to limit the use of funds to military—related construction only to
support the Marine relocation.

Use of Japanese contributions for infrastructure only on-base as opposed to using
some funds off-base to allow efficiencies are an example. It will require less U.S.
tax dollars to fund the incremental cost to improve and operate single integrated
utility systems rather than building and maintaining separate ones. The funding
needed to build and maintain a separate DOD power system to serve only 20% of
total island demand would be better spent on upgrading the entire transmission and
distribution system, benefiting both civilian and military ratepayers. This is con-
sistent with existing federal law. Over $2 Billion in Japanese contributions are to
be used by Special Purpose Entities that may not have to follow U. S. or Guam re-
quirements regarding taxation, small business, or other “doing business” require-
ments. Guam must be provided a “seat at the table” even if only during U.S. delega-
tion preparatory meetings in advance of negotiations with the Japanese.

Of particular concern is the lack of information being provided on the buildup pro-
gram as reinforced by reports from the U.S. Government Accountability Office. All
information released thus far is either “notional” or “pre-decisional.” While we un-
derstand the sensitivities of operating under the National Environmental Policy Act,
the people of Guam must be full partners to appreciate the breadth and depth of
buildup plans so that realistic alternatives and plans can be developed. Most infor-
mation obtained is provided through the Joint Guam Program Office (JGPO) and
while we enjoy a close working relationship between JGPO and the Government of
Guam, local consensus is that information released by JGPO reflects decisions al-
ready made.

As mentioned earlier, a smaller but somewhat similar effort to buildup Guam was
undertaken by the U. S. Navy in 1993 when its bases in the Philippines were closed.
At that time, the Navy proposed to relocate approximately 3000 personnel and de-
pendents and invest $300 Million over four years to support relocation. Today, DOD
is proposing to relocate six times more personnel and invest fifty times more money
over a similar period of time and they are spending less on mitigation planning and
economic analysis than the proposed move from Subic to Guam.. In short, 15 years
ago the Navy took greater care of Guam’s needs for a proposed build-up that was
50 times smaller than what we are facing today. Although 90% of the comments re-
ceived during the Navy’s EIS scoping meetings dealt with socio-economic concerns,
the analysis of socioeconomic issues is sorely limited. The current effort appears to
be a simple collection of available data and where data does not readily exist, no
effort will be expended to collect such information. The scope of work, which we
have requested but have never received, is reported to be deficient in the develop-
ment of multipliers to show the military’s contribution to the Guam economy and
the effects of the buildup on Guam’s cost of living, real estate values, and overall
quality of life. Job creation, retention and impacts on existing industries must be
evaluated. Mitigation measures must be developed based upon objective analysis of
data. The data collected and analyzed should allow us to develop long term plans
to ensure that the few short years of double-digit growth associated with the Guam
buildup can be managed to sustain the Guam economy. In Hawaii, the Honorable
Senator Akaka’s home state, a Supplemental EIS for Hawaii to absorb 5,000 to
10,000 more military personnel based upon “Grow the Army” requirements to study
base capacity to support long term decisions is being undertaken. We ask that the
military buildup EIS thoroughly analyze the capacity of the local community to sup-
port mission growth.

Various statutory and administrative enablers will ensure program success

For the military buildup of Guam to be truly successful, the following initiatives
must be put in place:

e The Military must be a customer of Guam’s infrastructure systems.

e The military has indicated that level of construction that Guam can handle is
about $1B since largest level of construction experienced in the past is $800M.
However, if military informs public about types of business services needed, pri-
vate sector will respond.
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e Military authorized to use alien labor and cap on alien labor will soon be lifted
however, need increased funding to train local labor force in order to achieve
long term benefits and efficiencies from a life cycle perspective.

e Support legislation to appropriate funds for the Guam Buildup. We cannot
grant our way through to meet the demands needed today.

e Involvement of CNMI and other regional jurisdictions for workforce develop-
ment and increased tourism opportunities

e Military has tendency of stationing active duty personnel on a 3 month (or less
than 180 days) rotating basis which prevents Guam from collecting income
taxes as provided under Section 30 of the Organic Act. Section 30 must apply
annually to billet not length of time of TDY personnel

e Military housing payments must be provided in a fashion that does not create
gap in ability to provide affordable civilian housing or increase Guam’s home-
less population.

e Japanese financial contributions that will be used by US must be required to
follow federal law (small business, social security taxes, etc.)

e Special purpose entities established by Japanese must provide benefits to Guam

e Maximum opportunity to obtain contracts must be provided to local and small
businesses.

e Military must be required to enforce local doing business requirements to the
maximum extent practicable.

e The USDA Federal Loan Guarantee and Critical Access Hospital programs to
provide additional technical assistance to Government Guam for funding sub-
mission requests for critical infrastructure projects.

e Mid-decade Census conducted to adequately address population growth as a re-
sult of the military buildup.

e Given the likely high impact in population on the northern island, designating
Dededo and Yigo villages as rural development.

o Lift Medicaid and Medicare reimbursement caps, as well as increase formulary
cap grants to Guam.

e Military ensure that adequate safety officers on ground beginning from the con-
struction phase.

e Fully reimburse Guam for compact impact aide

Conclusion

While Guam’s proximity to Asia reduces the tyranny of time and distance for mili-
tary operations, our distance from policy makers in the U. S. creates an “out of
sight—out of mind” perception in the minds of the American citizens residing in
Guam. Initiatives taken by Congresswoman Madeleine Z. Bordallo to bring Congres-
sional Delegations to Guam have helped reduce this distance and change local per-
ception. Congresswoman Bordallo has brought attention to our needs and we invite
members of this Committee to come to Guam to view first hand our challenges and
our hope for a better future.

No doubt, we all have many hurdles to overcome. Given the magnitude of this en-
deavor and the short time within which to accomplish it, success requires that all
of us work collaboratively and that we view each other as partners working toward
a common good for the security of this great nation.

As Governor for the people of Guam, I acknowledge there are many challenges
that are Guam’s responsibility—challenges that are results of our current program
levels and the natural growth of our island community. We are already taking steps
to address those issues. However, I do expect DOD and the federal government to
underwrite the costs to Guam’s local community that are directly and indirectly as-
sociated with DOD driven requirements for the move of the 3rd Marine Expedi-
tionary Force to Guam and the requirements of the other military services including
the National Guard and Reserves.

It is in the best interests of the Nation and the people of Guam that the military
buildup produces sustainable outcomes, both physically and socially, for our island.
An integrated, holistic approach that considers the people of Guam, our rights, our
health and our well being as well as the military value of our island is crucial.

DOD’s unprecedented expansion is being undertaken in our patriotic American
community. Today, the people of Guam are overwhelmingly in support of a greater
military presence on our island. They believe that bringing the military back is good
for our nation’s defense and our people’s prosperity. But that goodwill must not be
exploited at the expense of the people of Guam. While the opportunities resulting
from the military build up are promising, the challenges we face in preparing for
it are equally burdening.

Many of the Administration and federal agency officials we have worked with
since 2006 may leave office over the next few months. This fact poses a whole new
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set of challenges that could be overcome by the Congress in setting overall policy
that transcends administrations.

Guam is the only player in the build-up that knows what is necessary to ade-
quately accommodate a U.S. national decision. Guam does not have the resources
to meet the military’s needs. Our small island only has enough to sustain our nor-
mal population growth rate of 6% over 10 years. Now we are being told to prepare
for a 30% increase in 4 years and it’s up to us to find the funding. This
unprecendented growth is beyond our ability no matter how willing we might be to
accept the responsibility being asked of us. If we are to succeed in this partnership,
Guam must become a true partner with our requirements carrying the same weight
and consideration as the military requirements.

On behalf of the people of Guam, I humbly ask for your support in funding the
necessary infrastructure requirements. We commit our resources to you to accom-
plish this task.

Thank You.

The CHAIRMAN. Thank you very much.
General Bice, go right ahead.

STATEMENT OF GENERAL DAVID BICE, EXECUTIVE
DIRECTOR, JOINT GUAM PROGRAM OFFICE

General BICE. Mr. Chairman, Senator Akaka—pleased to appear
before you on behalf of Assistant Secretary of the Navy for the In-
stallations and Environment, the Honorable B.J. Penn.

The fourth realignment effort in Guam is a dynamic program.
And while there have been tremendous progress, one thing remains
constant: this is an undertaking of substantial proportions, one
that will have far-reaching effects throughout the region.

The program will require the support from multiple partners, in-
cluding the Government of Guam, Commonwealth of Northern
Mariana Islands, the Government of Japan, our combined services,
and applicable Federal agencies. It’s important for all of us to un-
derstand that this major force realignment project is vital to our
strategic posture on the Pacific-Asia theater and the security of our
Nation. This multifaceted relocation effort will ensure United
States forces are positioned to defend United States Pacific terri-
tories and the homeland, maintain regional stability, maintain
flexibility to respond to regional threats, project power throughout
the region, defend Japan and other allies by treaty agreements,
and providing capabilities that enhance global mobility to meet
contingencies around the world.

DOD has expended significant time, manpower, and financial re-
sources to push this program forward. The Joint Guam Program
Office identified $57.4 million between fiscal years 2007 and 2008
for the relocation of forces to Guam. The services have expended
$35 million to date. We have held two industry forums, three inter-
agency task force meetings, and three environmental partnering
sessions. We're working closely with the Department of the Interior
to assist the Government of Guam in, No. 1, identifying its core re-
quirements, and, No. 2, matching up those requirements with po-
tential Federal agencies that may be able to provide the necessary
resources to address Guam’s critical social services and infrastruc-
ture needs.

As the agency responsible for administrating United States terri-
tories, the Department of Interior’s Office of Insular Affairs has be-
come our partner to increase awareness and action by other Fed-
eral departments who can provide assistance to Guam. Secretary
Kempthorne has expressed his support for Guam and for the pro-
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zgram, noting that what is good for Guam is good for the United
tates.

The prioritized funding requirements list for Federal agencies
that is being developed is a big step forward in ensuring that these
GovGuam challenges are met. Simply put, Federal agency support
to the Government of Guam translates to Government of Guam
support to the Department of Defense in a quest to carry out the
national defense vision for the Pacific region. As Congresswoman
Bordallo, Governor Camacho and Representative Tenorio have pre-
viously attested in meetings with us, community support for a force
realignment program is strong. Residents of Guam and the sur-
rounding areas are proud Americans who serve and defend our—
the United States and our common values. I'm certain that the vast
majority, if not all in this room today, would tell you that the
United States commitment to prosperity, security, and its ability in
the Asia-Pacific region should remain as steadfast.

As a result of our integrated efforts, we're pleased to report that
Department of Defense Office of Economic Adjustment has, thus
far, provided nearly $1.7 million in grants to the Government of
Guam to support key planning and impact studies. As part of its
ongoing technical and financial assistance, OEA has also agreed to
incorporate a financial impact analysis that will be tailored to
GovGuam’s specific needs and phased in a manner that reflect
DOD’s environmental and social-economic estimates. OEA is also
working to bring community planning experts in a process to ad-
vise GovGuam on growth management.

Another outcome of our partnership—of our efforts is a partner-
ship between GovGuam’s Port Authority and the Department of
Transportation’s Maritime Administration. Both entities are now
working together to achieve GovGuam’s goal to support the mili-
tary realignment, with the ultimate vision of becoming a key inter-
modal transportation hub in the Pacific Rim region.

As a result of interagency meetings with the local Department of
Labor—establishment of a training program designed to prepare
residents with the appropriate skills to make them marketable for
the military buildup. Additionally, the Department of State is put-
ting forth efforts to build a data base of available work forces in
the Pacific Islands that could provide a win-win solution to their
economic needs and DOD work force needs.

In closing, I would like to point out that the military realignment
on Guam would bring unprecedented growth and opportunities to
the island, and also unprecedented challenges. The quality and re-
liability of infrastructure and social services on Guam have become
increasingly inconsistent over the years. Through DOD’s environ-
mental studies and planning efforts, longstanding issues with civil-
ian systems on Guam, ranging from healthcare to education, utili-
ties to roads, have been uncovered. These issues are not new and
will only become increasingly problematic over time. Overcoming
these widespread, diverse challenges requires the support and com-
mitment of resources from across the Federal Government. In order
to address both Guam’s infrastructure needs that can help facili-
tate a successful military program and to assist the community—
civilian community to grow stronger instead of becoming paralyzed
by an unmanageable influx, Federal support is critical.
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Thank you, and I look forward to your questions.
[The prepared statement of General Bice follows:]

PREPARED STATEMENT OF GENERAL DAVID BICE, EXECUTIVE DIRECTOR, JOINT GUAM
PROGRAM OFFICE

Chairman and members of the Committee, I am pleased to appear before you
today and have this opportunity to provide you an overview of the Department’s ef-
fort to relocate Marines and their dependents from Okinawa to Guam, the effects
this effort will have throughout the region, and what we are doing to carefully plan
the realignment effort. The program will require support from multiple partners in-
cluding the Government of Guam, Commonwealth of the Northern Mariana Islands,
the Government of Japan, our combined Services, and the Federal government.

It is important for all of us to understand that this major force realignment
project is vital to our strategic posture in the Pacific theatre and the security of our
nation.

COST-SHARING AGREEMENT

The financial aspect of the Marine move from Okinawa to Guam involves a cost-
sharing arrangement between the U.S. Government (USG) and the Government of
Japan (GOJ). Recognizing that Japan will also benefit from rapid relocation, which
will allow our forces to move to less densely populated areas of Okinawa, the GOJ
has agreed to bear a substantive amount of the costs for the Marine move from Oki-
nawa to Guam.

e Japan will provide up to $6.09 billion of the total $10.27 billion up-front con-
struction cost for the realignment, consisting of:

—$2.8 billion in direct payments to the U.S. for operational and support infra-
structures
—$3.29 billion in equity investments and loans to special purpose entities that
will provide housing and utilities
o The United States is responsible for the remaining $4.18 billion and any addi-
tional costs.

STRATEGIC BENEFITS OF GUAM

Guam’s unique location makes it a strategic choice to support the realignment of
Pacific forces. It is able to provide a position for carrier group maintenance and re-
supply. Basing Marine Corps forces on Guam makes strategic sense for several rea-
sons: it enhances the survivability of our forces by dispersing them; it spreads our
force to better cover security cooperation and contingency response requirements for
the vast Pacific region; and it positions forces on U.S. territory, removing the re-
quirement to coordinate operational and training issues with a host nation.

Increasing U.S. military capabilities on Guam will fully leverage transformational
advancements of the joint force and will create a central hub for the regional ISR/
Strike force capability. As envisioned, Guam will also have the infrastructure nec-
essary and in place for agile and responsive employment of assigned or transient
forces; however, adequate strategic lift will be a key requirement for rapid, effective
deployment of forces from or through Guam.

Transformation from the USMC’s current Okinawa-heavy posture in the western
Pacific to a more balanced Okinawa-Guam posture better positions the Marine
Corps to conduct regular security cooperation activities with a broader array of part-
ner nations. It also ensures that Marine Corps forces are located closer to a larger
number of potential contingency areas than is currently the case. It is near enough
to contingency areas and potential threats to provide peace and stability to employ
rapid response capabilities, promote combined and joint training exercises with mul-
tiple U.S. allies, and to implement the requirements of treaties.

PRE-EXISTING CONDITIONS ON GUAM AFFECTING THE REALIGNMENT PROGRAM

The impacts of relocating approximately 8,000 Marines and 9,000 family mem-
bers, plus the movement of other forces and capabilities to Guam, will be significant.
The DOD population on Guam is expected to grow from its current state of approxi-
mately 14,000 to nearly 40,000 in a five year period. With Guam’s total population
of approximately 171,000, including DOD members and their families, the increase
associated with the rebasing of Marine Corps forces is significant. If we consider the
additional population impact of associated contractors, base support, and the service
industry personnel, Guam’s population growth could well exceed 25 percent in a
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very short period. Few mainland communities would be able to absorb that increase
to their population in such a short period of time. For an island community, the im-
pacts are magnified.

The addition of Marine Corps personnel and their families is shedding light on
the pre-existing infrastructure and social service challenges on Guam. Utilities and
public works, health care, education and other areas have lacked significant atten-
tion over the years and may now directly affect or be affected by the relocation ef-
fort. Significant issues can be broadly categorized into the categories of environ-
;nental, socio-economic, infrastructure, health and human services, and labor/work-
orce.

To meet the planned timelines, improvements for the port and major roads will
be needed to directly support construction. The port and roads will transport the
vast majority of the materials and supplies utilized during the construction phase.
Delays in infrastructure improvements could impact the ability to complete the pro-
gram on budget and on schedule. Upgrades to transportation systems will also sup-
port the long-term need of handling an increased throughput of supplies to support
the island’s larger post-construction population.

In addition to infrastructure needs, up to 15,000 workers will be needed to com-
plete the planned construction by 2014. The qualified, available workforce on Guam
is limited. Training programs are needed to prepare interested workers for upcom-
ing employment opportunities. The prevailing wage rate on the island is not ex-
pected to attract significant numbers of workers from the continental U.S. or Ha-
waii. Therefore, a sizable number of workers will need to come from neighboring for-
eign countries. These workers will require H2B visas, making the recent Senate-ap-
proved legislation to remove the current annual H2B visa cap for workers coming
to Guam and the Mariana Islands critical to the program’s success.

FEDERAL EFFORTS TO SUPPORT GUAM’S REQUIREMENTS

Close coordination with the Government of Guam (GovGuam) is critical to cor-
rectly identify areas requiring federal attention and support. DOD officials meet reg-
ularly with representatives from GovGuam agencies who comprise the Civilian-Mili-
tary Task Force. We also regularly meet with key GovGuam officials to coordinate
the development of the Guam Joint Military Master Plan with Guam’s own Master
Plan to facilitate compatible land use. GovGuam representatives directly participate
in DOD planning efforts, and have become a key element in the planning process.
As part of the process required by the National Environmental Policy Act (NEPA),
public scoping meetings were held last spring with over 900 comments received from
the community. Future public outreach sessions are being planned to ensure the
community is updated and aware of environmental, socioeconomic and cultural im-
pacts, and that we are considering these impacts. All of this data is helping DOD
and other federal agencies determine how we can best support the community and
the military force realignment.

The Joint Guam Program Office and the Department of Interior’s Office of Insular
Affairs created and now lead a federal Interagency Task Force (IATF). Throughout,
JGPO and DOI/OIA have been raising awareness across the Federal government of
the need to address the systemic challenges to support both the construction effort
and the long term impact of stationing additional forces in Guam. The IATF cat-
egorized issues into five working groups along the broad categories mentioned above
(environmental, socio-economic, infrastructure, labor, and health and human serv-
ices). Representatives from key federal agencies such as the Departments of Labor,
Health and Human Services, State, Agriculture, Transportation, and Homeland Se-
curity; the Environmental Protection Agency; Office of Management and Budget and
others meet regularly with the intent to identify Guam’s requirements that extend
beyond DOD’s responsibilities and authorities and to match these requirements with
appropriate Federal resources. GovGuam representatives, including Governor Felix
Camacho and Lieutenant Governor Mike Cruz regularly participate in each of the
five working groups. The IATF has held three meetings to date and each working
group meets on a regular basis.

The IATF has developed 10 core issues impacting the civilian population on Guam
that need to be addressed:

e Strengthen healthcare and education workforce

e Strengthen public safety workforce and address equipment shortages

e Address personnel and equipment shortages at key licensing and permitting
agencies

e Conduct future housing assessments

e Conduct comprehensive labor needs assessment

e Perform workforce training
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e Make capital improvements to healthcare and education facilities
e Make capital improvements to seaport

e Make capital improvements to public utilities

e Make capital improvements to roadway system

In those areas in which DOD is limited in its ability to financially support “out-
side-the-fence” issues in Guam, Federal Agencies may be positioned to support other
areas of improvement. The 10 previously mentioned core issues demonstrate how
critically important Federal agency assistance is to both DOD and GovGuam. As
costs and responsibilities for these improvements are decided upon, prioritized fund-
ing requirements from Federal Agencies will be key for the creation of symbiotic so-
lutions to the military realignment challenges.

Federal support for “outside-the-fence” issues are essential to both assist DOD as
it delivers required USMC capabilities to the PACOM commander and help Guam
adjust to a significant change within their population.

RESULTS TO DATE OF INTERAGENCY SUPPORT

As a result of these integrated efforts, we are proud to report that DOD’s Office
of Economic Adjustment (OEA) has thus far provided nearly $1.7 million in grants
to GovGuam to support key planning and impact studies. As part of its ongoing
technical and financial assistance, OEA also agreed to incorporate a financial impact
analysis that will be tailored to GovGuam’s specific needs and phased in a manner
that will reflect DOD’s environmental and socio-economic estimates. Additionally,
OEA is about to commence community planning support and assistance to
GovGuam through a Guam Compatibility Sustainability Study (CSS). The goal of
the CSS is to support and assist GovGuam’s management and planning capabilities,
including land use planning.

Another outcome is the partnership between GovGuam, the Port Authority of
Guam and the Department of Transportation’s Maritime Administration. These en-
tities are now working together to achieve GovGuam’s goal to support the military
realignment with the ultimate vision of becoming a key intermodal transportation
hub in the Pacific region.

Also a result of the interagency meetings, the Departments of Labor, State and
Interior are working to develop training programs designed to equip residents with
the appropriate skills sets that will make them qualified to support the construction
program and post-construction opportunities.

STATUS OF PLANNING AND STUDIES

We continue the studies necessary for preparing an Environmental Impact State-
ment (EIS) in compliance with the NEPA. The EIS will address the movement of
Marine Corps forces from Okinawa to Guam as well as Navy efforts to construct
a transient nuclear aircraft carrier-capable pier at Apra Harbor and Army inten-
tions to locate a ballistic missile defense task force on the island. A draft EIS is ex-
pected in spring 2009, the final EIS in December 2009, and a Record of Decision
(ROD) in January 2010.

In parallel with the EIS efforts, we are developing a Guam Joint Military Master
Plan (GJMMP). The GJMMP addresses the realignment of Marine Corps forces in
the context of other DOD actions on Guam, such as plans to increase intelligence,
surveillance, and reconnaissance capabilities and transient forces at Andersen Air
Force Base; an increased Navy submarine presence; and the Army effort noted
above. A working level draft of the GJMMP will be complete this summer.

CONCLUSION

DOD continues to integrate the military, GovGuam, private sector and Federal
agencies so existing systemic issues and upcoming challenges created by the antici-
pated population increase are addressed.

Comprehensive support by all federal agencies and Congress is needed to turn
this massive effort into a mutual win for the military and the community. We ap-
preciate the leadership from the Department of Interior and the support and atten-
tion from participating federal agencies. Their continued commitment is critical to
completing the program and supporting the people of Guam.

Thank you for your continued support and the opportunity to testify before you
today.

The CHAIRMAN. Thank you very much.
Mr. Pula, go right ahead.
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STATEMENT OF NIKOLAO I. PULA, ACTING DEPUTY ASSISTANT
SECRETARY FOR INSULAR AFFAIRS, DEPARTMENT OF THE
INTERIOR

Mr. PULA. Good afternoon, Mr. Chairman and members of the
committee. Thank you for the opportunity to testify on the military
buildup in Guam.

This buildup holds enormous economic and financial promise for
Guam and the region. The economy will benefit from the buildup
in two stages. First, initial facility-building and improvements will
create a large number of high-paying construction-related jobs for
several years. Second, permanent new defense and non-defense jobs
to support the new military mission.

Generally speaking, evidence from defense spending history sug-
gests that each dollar of defense spending could generate 75 cents
of gross domestic product. The number of both active duty per-
sonnel and dependents in Guam could rise from 14,000 up to
38,000-plus in 2014. Based on today’s total population estimate of
171,000 for Guam, the buildup would increase the island’s popu-
lation to—more than 23 percent. Guam’s economy will need time
to adjust to this new level of defense spending. The mix of defense
and civilian jobs following the buildup will be of higher paygrade.

Under current rules, Federal income taxes collected on Federal
payrolls on Guam are paid into the Treasury of Guam. With the
near tripling of military and civilian employees at the end of the
buildup, tax revenue for Guam could increase significantly.

It is too early to estimate all benefits and costs related to the
buildup. While this prospect presents Guam with a tremendous
source of revenue, it also presents major challenges related to
project funding.

The impacts of the military buildup are magnified because Guam
is an island. It has no outlying jurisdictions that can pick up some
of the population increase and that can tap into larger electric grid.

Appreciating the challenges that the buildup will present, DOD
established the Joint Guam Program Office. It was decided that the
Interagency Group on Insular Areas, IGIA, would establish a
Guam Task Force to coordinate issues that cross jurisdictional lines
of Federal agencies.

The Task Force has established five working groups: labor, infra-
structure, environment, health and human services, and social-eco-
nomic.

The infrastructure subgroup has identified significant project and
budgetary challenges. The facilities that will be built by the mili-
tary on base will, in large part, be taken care of by the military.
However, certain areas of infrastructure may overlap between the
military base and the Guam community at large, such as port fa-
cilities, a long-haul road between the military bases, housing and
healthcare facilities for construction workers. Other potential infra-
structure includes schools, hospitals, electric power, water, sewer,
and solid-waste disposal.

Up to this point, Interior funding has been aimed at expediting
the planning process. In March 2008, the Office of Insular Affairs
provided Guam a technical assistance grant of 15,000 to aid the
writing of a Guam Regional Labor Plan. Additionally, we have re-
programmed 2 million of GovGuam capital improvement funds so
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that the Guam Port Authority can quickly acquire design and envi-
ronmental studies for wharf modernization.

GovGuam presented draft lists of prospective infrastructure
needs, with costs ranging from $1 billion to up to $4 billion. A
number of plans crucial in determining infrastructure improvement
needs related to the buildup are still currently in development by
GovGuam and DOD. Once there is an agreed plan for these
projects, they may be considered during the development of the
2010 budget, which is imminent.

Among the available funding options for the construction of
projects will be the expected income on Guam. Private and USDA
financing options show promise and merit more in-depth investiga-
tion.

As chair of the Interagency Group on the Insular Areas, the De-
partment understands the need to continue to facilitate discussions
among all parties and to assist in the procurement of necessary re-
sources to address the impending pressures on Guam’s infrastruc-
ture.

Thank you for the opportunity to testify this afternoon.

[The prepared statement of Mr. Pula follows:]

PREPARED STATEMENT OF NIKOLAO I. PULA, ACTING DEPUTY ASSISTANT SECRETARY
FOR INSULAR AFFAIRS, DEPARTMENT OF THE INTERIOR

Mr. Chairman and members of the Committee, thank you for the opportunity to
testify on the military build-up in Guam and its impact on the civilian community,
planning and response.

THE TRANSFER OF 8,000 MARINES

Guam is to receive a large defense expansion in the next few years. The proposed
build-up is the result of an agreement between the United States and Japan to relo-
cate about 8,000 United States Marines and their dependents from Okinawa to
Guam. Construction of new defense facilities is scheduled to start in 2010 with the
relocation to be completed in 2014. The cost of new infrastructure to be installed
to accommodate the Marines and their dependents is currently estimated to be well
over $10 billion.

As a result of the construction, a formidable amount of new capital will be in-
jected into an island economy that currently produces $3.7 billion in Gross Domestic
Product per year. This flow of capital has the potential to lift Guam’s economy to
a substantially higher level of output. There will be corresponding increases in local
employment and taxes for the Government of Guam (GovGuam). There will also be
new businesses to meet new demands for a whole host of goods and services arising
from the build-up.

In addition to the relocation of Marine Corps forces from Okinawa, which will
more than double the current number of active duty personnel on Guam, the Air
Force and the Navy will also see significant increases in both personnel and capa-
biliéies. A new small contingent of active duty Army personnel will also be posted
to Guam.

This expansion holds enormous economic and financial promise for Guam at a
time when conventional income sources for a small and isolated island economy are
extremely limited. The economy will benefit from the build-up in two stages: (1) ini-
tial facility building and improvements will create a large number of high-paying
construction-related jobs for several years and (2) permanent new defense and non-
defense jobs to support the new military mission.

The build-up will present significant challenges for Guam’s small and isolated is-
land economy. The first big challenge may occur in the early stages of construction,
in which labor of all skill levels will need to be secured. The local work force may
not be sufficiently able to satisfy all of the labor needs. We are working with our
partners to develop training and apprenticeship programs for United States eligible
labor in the Guam region. After construction is completed and the Marines move
in, the continuing effect on Guam’s economy will be large and widespread.
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The build-up also presents a challenge to the ongoing interdiction efforts intended
to prevent the inadvertent transport of brown tree snakes to other Pacific islands
or the mainland United States. Cooperative efforts are aimed at suppressing the
brown tree snake population in strategic transportation and cargo facilities through
the construction of snake barriers, and other interdiction efforts. The primary threat
is that brown tree snakes are prone to hiding in cargo, on aircraft, and in vehicles
and could potentially be introduced in other habitats that are snake-free and that
support endangered or threatened bird species. We will continue to work with our
interagency partners to suppress the tree snake populations in strategic areas, se-
cure military and cargo facilities through the construction of tree snake barriers,
and ramped up interdiction efforts as the military build-up on Guam progresses.

ECONOMIC EFFECTS OF BASE EXPANSION

In a macroeconomic sense, an important question is how much the proposed base
expansion in Guam will contribute to the insular area’s economy. Roughly, evidence
from defense spending history in the United States, including Hawaii, which is rel-
evant to Guam, suggests that each dollar of defense spending could generate 75
cents of gross domestic product (GDP), the final value of the economy’s total output.
The 75 cents contribution to GDP from each defense dollar is what economists call
the multiplier effect on GDP, which is the sum of direct, indirect and induced ef-
fects.

At present, Guam’s defense establishment, mostly the Navy, is relatively small.
There are a total of 6,520 active duty personnel and 7,690 dependents on island.
Defense spending on Guam was $711.7 million in fiscal year 2005, the latest year
for which final figures are available.

Federal civilian payroll at the end of 2007 numbered 3,610, of which 3,040 or 84.2
percent were civilian DOD employees. Non-DOD Federal employees were 570 or
15.8 percent of the total. There is roughly one civilian employee for every two active
duty persons.

Assuming an addition of about 8,000 Marines and 4,510 active duty personnel in
other military services when the build-up is completed, the number of active duty
personnel would increase from 6,520 today to 19,330 in 2014. The number of de-
pendents could rise from 7,690 today to 19,140 in 2014. The number of both active
duty personnel and dependents in Guam could rise from 14,210 today to 38,470 in
2014. Based on today’s total population estimate of 171,000 for Guam, the build-up
will increase the island’s population some 22.3 percent to 218,000. These population
numbers do not include new businesses that will remain on-island after 2014 which
will add owners, employees, and their families to the population.

Using the current ratios for Guam, defense spending for Guam will rise from
$700-800 million to more than $2 billion in 2014, when construction is planned to
be completed. Applying the defense spending multiplier for Hawaii, the increase in
defense spending could add $900 million to $1 billion annually to Guam’s GDP. As-
suming a $3.7 billion GDP and the prospect that the rest of the economy, namely
tourism and local government, will continue to perform at the same rate it does
today, the build-up could boost Guam’s GDP by approximately 22.5 percent. Real-
istically, it would be hard to envision any other alternative for Guam that would
increase its total economic output by nearly a quarter in such a relatively short
time.

Naturally, Guam’s economy will need time to adjust to this new level of defense
spending during the build-up. Once it does, it will be at a much higher level than
it has ever been or is conceivable to be under any other scenario. More important,
the mix of defense and civilian jobs following the build-up will be of a higher pay
grade than would be feasible in the rest of the economy, which is mostly tourism
and other services that employ few advanced skills. Other good news for Guam is
that national defense, as has been the case in both Guam and Hawaii for many dec-
ades, coexists in harmony with the rest of the economy and population.

Again, using the current ratios for Guam, the 12,810 additional active-duty per-
sonnel resulting from the build-up could create 6,000 new civilian jobs for Guam.
Given today’s total payroll employment figure of just over 60,000, this would be a
10 percent increase in civilian employment.

Guam’s other major income source is tourism, which is critical to jobs and local
tax revenue. As important as tourism is, it is subject to what economists call leaks,
that is, more of the money that mostly foreign tourists spend in Guam leaks out
of the system in the form of payment for imports, air fares for foreign carriers and
foreign-owned hotels. Defense spending, on the contrary, is subject to fewer leaks
as compared to tourism, because more defense establishment payments, including
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wages, salaries, payments to local contractors, and other base expenses, are likely
to remain in the system.

One way to look at the difference between defense and tourism is to look at their
average wages and salaries. In Guam, the average of wages and salaries in defense
is much higher than the average in tourism. The average level of wages and salaries
in defense for all active duty and civilian employees together, based on fiscal year
2005 data, was $34,037. This figure is 74.8 percent higher than the average for tour-
ism, which, according to the Guam Visitors Bureau, is $19,468. The higher pay
level, in combination with fewer leaks from the system, makes the defense payroll
more desirable for nearly every community.

Another way to look at what this expansion will do for Guam’s economy is to look
at taxes that will be covered over to the Treasury of Guam. Under current rules,
Federal income taxes collected on Federal payrolls on Guam are paid into the Treas-
ury of Guam. Currently, this sum is about $40 million a year. With a near tripling
of the number of active duty personnel and about 6,000 new civilian employees at
the end of the build-up, tax revenue for Guam could increase significantly.

PLANNING AND FINANCING

It is too early to estimate fully all benefits and costs related to the build-up. At
this point, many of DOD’s plans have not been finalized, and studies evaluating the
expected economic impact of the relocation are also pending. However, DOD esti-
mates that the realignment could add as many as 40,000 persons to Guam’s current
population of 171,000. While this prospect presents Guam with a tremendous source
of revenue, it also presents major challenges related to project funding.

The impacts of a military build-up are magnified in Guam because Guam is an
island. It is surrounded by water with no outlying jurisdictions that can pick up
some of the population increase and that can tap into a larger electric grid. All of
the effects are concentrated on one jurisdiction—Guam.

Appreciating the challenges that the build-up will present, the Department of De-
fense (DOD) established the Joint Guam Program Office (JGPO), headed by Major
General David Bice, USMC (Retired), under the Assistant Secretary of the Navy (In-
stallations and Environment. It was decided that the Interagency Group on Insular
Areas (IGIA) would establish a Guam Task Force to coordinate military build-up
issues that cross jurisdictional lines of Federal agencies. Interior and JGPO are
leading the Task Force effort. The Task Force has established five working groups:
Labor, Infrastructure, Environment, Health and Human Services, and Socio-Eco-
nomic. The Department of Education forms a sub-group within the Labor working

oup.

Notably, the Infrastructure subgroup has identified significant project and budg-
etary challenges associated with the build-up. The facilities that will be built by the
military on base will, in large part, be taken care of by the military. However, cer-
tain areas of infrastructure may overlap between the military base and the Guam
community at large. Funding for many of these items has not yet been determined.
A sample of this infrastructure includes—

Port facilities and capacity

Long-haul road between the Navy and Air Force bases
Housing for the construction workers (to be privately funded)
Health care facilities for construction workers

Furthermore, other potential infrastructure expenditures related to the build-up
have been identified within the JGPO meetings. These include:

Schools for children of new civilian workers
Hospital facilities

Electric Power facilities

Water and Sewer facilities

Solid waste disposal facilities

Government Administrative facilities

Up to this point, Interior funding has been aimed at expediting the planning proc-
ess. In March 2008, the Office of Insular Affairs provided Guam a technical assist-
ance grant of $15,000 to aid the writing of a Guam grant application for U.S. De-
partment of Labor funds to develop a regional labor plan. Such a plan must be in
place before training and apprenticeship funds can be released for United States eli-
gible labor in Guam and the surrounding United States-affiliated islands. Addition-
ally, the Office of Insular Affairs has reprogrammed $2 million in GovGuam capital
improvement funds so that the Guam Port Authority can quickly acquire design and
environmental studies for wharf modernization. The Department of the Interior be-
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lieves it is critical to get the port modernized in order to address future infrastruc-
ture issues.

The November 2007 meeting of the Task Force was intended to outline military
realignment activities and associated costs, both for the military and GovGuam. At
this meeting, GovGuam presented draft lists of prospective infrastructure needs
with costs ranging from $1 billion to more than $4 billion.

A number of plans crucial in determining infrastructure improvement needs re-
lated to the build-up are still currently in development. These plans are a pre-
requisite for budgetary planning and need to be finalized before construction up-
grades can begin. Within this context, facilities that will be crucial to the build-up
but which will also benefit Guam’s economy, such as the port and road facilities,
may be the first priority upgrade projects. Once there is an agreed plan for
kG)‘ro(\ll(;ruam projects, they may be considered during the development of the 2010

udget.

Projects with Income

Among the available funding options for the construction of projects with expected
income on Guam, private and USDA financing options show promise and merit
more in-depth investigation. Projects that have revenue streams may be able to bor-
row in their own right through public corporations, independent authorities, or
other entities. Port activities, electric power, water, wastewater, solid waste disposal
can all generate income, which allows them to finance through borrowing. Cur-
rently, the Guam Port Authority and Guam Power Authority are organized as inde-
pendent entities, run their own affairs, and negotiate their own financing.

Independent entities can seek to provide a service at the lowest cost. Thus, they
plan for proper capacity and finance only what is necessary. Full cost recovery is
a usual requirement. Such a structuring of activities refutes a “gold-plating” argu-
ment. Additionally if private sector financing seems scarce, the United States De-
partment of Agriculture (USDA) offers a variety of rural development loans that
may be a viable resource for qualified borrowers. As typical for government loan
programs, these require that the government get an appropriation only for the risk
associated with the loan rather than the entire loan amount. Loans where there is
a reasonable risk of default will have a higher cost than those which typically do
not default. For instance, the renewable energy guaranteed loan program has a 10
percent subsidy rate compared to the hardship electric loan program which has a
.12 percent subsidy rate. Because utilities typically have little risk of default, financ-
ing of electric loans is secure and carries a low up-front financing cost on behalf of
the Federal government. There is an additional administrative cost associated with
all loan programs that is not reflected in the subsidy rate that we would have to
consider with this option. For all USDA loans, the borrower would have to agree
to the terms of the loan and will need to repay the loan in full.

Projects without Income

Construction of schools, roads, and social service facilities such as buildings to
house courts and public safety offices, are another matter. They do not generate in-
come but are paid for with tax collections. USDA is a potential source for this type
of financing as well through its community facilities grants and loans programs.

While Federal moneys may need to be appropriated for some aspects of some con-
struction projects in the civilian areas of Guam, we are more confident today than
earlier that a large portion of construction can be financed through borrowings or
public/private ventures, including from USDA. However, such an approach is pre-
mised on sufficient Federal funds being available to cover the subsidy and adminis-
trative costs of the loan programs as well as full repayment of the loans by the bor-
rowers.

As Chair of the Interagency Group on Insular Areas, the Department understands
the need to continue to facilitate discussions between the military and Guam, and
to assist in the procurement of necessary resources to address the impending pres-
sures on the infrastructure of Guam.

The CHAIRMAN. Thank you very much.
Mr. Lepore, go right ahead.

STATEMENT OF BRIAN J. LEPORE, DIRECTOR DEFENSE CAPA-
BILITIES AND MANAGEMENT, GOVERNMENT ACCOUNT-
ABILITY OFFICE

Mr. LEPORE. Thank you, Mr. Chairman.
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Mr. Chairman, I'm delighted to be here today to testify on our
review of DOD’s plans for the military buildup on Guam.

DOD is significantly realigning its overseas force structure, and
plans to relocate upwards of 25,000 servicemembers and their de-
pendents from Okinawa and other locations to Guam, an important
part of that overseas realignment initiative. Here’s the bottom line:
This is going to cost a lot, be challenging, and have to be done
quickly in order to meet DOD’s timeframes.

As you requested, I will address three topics today, Mr. Chair-
man. First, I will address DOD’s planning process for the military
buildup on Guam. Second, I will identify likely challenges. Finally,
I will describe the status of planning to meet the off-base infra-
structure challenges. My testimony today is based largely on our
September 2007 report on DOD’s overseas master plans.

In the 1990s, the United States and Japan negotiated a change
to operating rules of United States Forces in Japan and to close
Marine Corps Air Station Futenma and relocate the base’s force to
another base on Okinawa. But, Futenma never closed.

In 2004, the United States and Japan again consulted to reduce
the burden of the United States presence. Based on that, DOD will
try once again to close Futenma. As before, DOD will try to relo-
cate those forces to another base on Okinawa. What’s different is
that DOD would also relocate upwards of 17,000 marines and their
dependents from Okinawa to Guam.

DOD views the Futenma initiative as the key for other realign-
ments. Also on Guam, the Air Force plans a global intelligence, re-
connaissance, and strike hub. The Navy plans to enhance water-
front facilities for transiting aircraft carriers. The Army plans to
place a ballistic missile defense site. When completed, the Active
Duty and dependent population on Guam will have increased from
about 14,000 to in excess of 39,000 people by 2014.

Now to my first main point. DOD has a framework for the mili-
tary buildup, but many key decisions have not been made yet, and
the final size and makeup of the Guam-based force, and the re-
quired facilities to support them, are not known. Still, DOD will re-
quest funds for fiscal year 2010 before fully deciding on the re-
quirements. DOD plans to complete the relocation only 4 years
later, in 2014.

Now to my second point. DOD and the Government of Guam face
many challenges. DOD’s challenges include obtaining enough
money. DOD estimates the buildup will cost at least $13 billion,
but this does not include all costs. For example, DOD has not in-
cluded the cost of required training ranges on other islands. The
Government of Japan expects to contribute about $6 billion, but a
little more than half may be recouped by Japan as servicemembers
use their basic allowance for housing to rent their quarters, and
certain other fees are paid back to the Government of Japan by
funds appropriated by the Congress.

There’s something else. First, the Government of Japan plans to
review and approve the specific infrastructure plans before pro-
viding any funds for the facilities on Guam. Second, if Marine
Corps Air Station Futenma is not closed, and the force not relo-
cated, the Marine Corps relocation to Guam may be canceled or
may be delayed.
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The Government of Guam also faces some significant challenges.
Here’s a partial list, based on several reports and plans:

Construction demands are likely to exceed the capacity of avail-
able workers on Guam; up to 20,000 are needed. In other words,
DOD will need about as many construction workers to build the
new military infrastructure as the number of servicemembers and
their dependents who will use that new infrastructure.

The buildup requires double the existing port capacity.

Guam’s major highways may not have enough capacity to accom-
modate the increased traffic.

Guam’s electric system may not be adequate to fully support the
buildup.

Guam’s water and waste-water systems are near capacity, but
demand may increase by 25 percent.

Guam’s solid-waste facilities are nearly full.

My last point: The Government of Guam has just begun to plan
for this off-base infrastructure, a very significant undertaking. But,
continu