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P.O. Box 2950 Hagitiia, Guam 96932
THiL: (670 472-8931 - FAX. (670 477-4826 - EMAIL: governor@mail gov.gu

Felix Perez Camacho
Cutermor

Kaleo Scott Moylan

Licurciunt Governor

30 JAN 2004

The Honorable Gale A. Norton
Scerctary

U.S. Departunent of the Interior
1849 C Street N.W.
Washington, DC 20240

Dear Scerctary Norton,

Pursuant to U.S. Public Law 106-504, Section 2, and as incorporated in the recently
passed U.S. Public Law 108-188, the Govemnor of Guam is directed to:

Report to thc Scerctary of the Interior by February I of each yeuar with
respect to the financial and social impacts of the compacts of free
association on the Governor’s...jurisdiction. The Sceretary of the lnterior
shall review und forward any such rcports to the Congtress with the
comments and rccommendations of the Administration.

I am pleased to present you Guam'’s latest report on the impact of thc Compact of Free
Association. This report provides an update using all presently available information
through FY 2003 from Government of Guam agencics on the costs of providing services
to citizens from the Freely Associated States (FAS) who have migrated to Guam.

For FY 2003 we bave collected information showing fotal Government of Guam
expenditures of $40,577,940. We are requesting a reimbursemcnt of $25,288,894 for
services to FAS citizens. However, this amount does not reflect all costs associated with
the delivery of services to Compact citizens. Since FY 1988, when Guam first began
recording the costs related to the Compacts, Guam has recorded $299.589,164 in costs
and requested reimbursement for $235,954,879. We have received only $50,662,434 in
reimbursements thus far, There remains an unfunded federal reimbursement amount
totaling $185,292,445 for the services we have provided FAS citizens over the years.

For some time now, Guam’s economy has been in decline duc to the financial uncertainty
in Asia, especially in Japan, and the effects of two typhoons in 2002. Recent events in (he
Middle East and Asia as well as health threats such us SARS have further exacerbated the
economic situation. Payment on the unfunded federal reimbursement would greatly help
Guam in this time of severe fiscal austerity.
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Thank - you for the opportunity to present the Government of Guam’s costs associated
with the Compacts of Frec Association. 1 look forward to your support as we work to
resolve this issue.

Sincerely,
: ﬂ,&—u—%‘f—— =
FELTX P. CAMACHO

! Maga Lahen Gudhan
Govemor of Guam
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IMPACT OF THE COMPACTS OF FREE ASSOCIATION ON GUAM
FY 1988 TO FY 2003

The Compact of Free Association Act of 1985 (P.L.99-239), implemented in | 986, establishes the
relationship between the United States und the Federated States of Micronesia (F SM) and
Republic of the Marshall Islands (RMI). The Compact of Free Association Act of 1985 (P.L.99-
658), implemnented in November 1994, establishes the relationship between the United States and
the Republic of Palau. Compact immigration provisions authorize unrestricted Lmumigration into
the United States, its territories and possessions, enablin g citizens of these nations to enter into,
lawfully engage in occupations, and establish residence as non-immi grant aliens.

In recognition of the possible adverse impact to Guam's economny of providing health care,
education, job training and publijc assistance to the peoples of a forcign nation not domiciled on
Guam, Congress promised to appropriate sums to cover costs incurred by Guam resulting from
any increased demands pluced on educational and social services by immigrants from the Marshall
Islands, the Federated States of Micronesia, and Palau (collectively known as the Freel y
Associated States). Annual reports are to be submitted to the Sccretary of the Depariment of the
Interior who “shall review and forward any such reports to the Congress with the comments of

the Adminjstration.”

This report exaiines the amount of assistance provided to cilizens of the Freely Associated States
by Guam for the period FY 1988 to FY 2003. The Government of Guam {inds that the cost
mncurred for providing educational and social scrvices to citizens of the Freely Associated States is
$235.95 million with an unfunded fedcral reimbursernent armount of $185.29 million.

Government of Guam FY 2003 Compact Impact Report
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IMPACT OF THE COMPACTS OF FREE ASSOCIATION ON GUuAM
FY 1988 - 'Y 2003

General Notes

Costs for FY88-95 are detailed in the Goverrunent of Guan's FY 1995 Annual Report,
"Pacific Immigration Impacl: Effects of PL 99-239 on (he Island of Guam, FY 1989 to
FY 1998."

Data for FY 1996, FY 1997, FY1998 and FY 1999 arc bascd on Ernst & Young's
“Analysis of Compact Impact Costs, Fiscal Year Ended September 30, 1997 if
information is not otherwise available.

“Displacement Costs” arc as reported and included in the amount identified as “Total
Fiscal Lnpact™.

Reimbursement is requested only for the six (6) agencics listed in the table “Lmpact of the
Compucts of Free Association on Guam: FY 1988 1o FY 2003",

“T3aseline” relers to the Freely Associated States (FAS) population on Guam prior to the
implementation of the Compacts of Frce Association (pre-Compact total and school-ape
populations). These figures are subtracted from current totals as these FAS citizens are
not a part of the “increased demund" for services occurring after the implementation of the
Compacts according to the Department of the Interior guidelines for computing Compact
Impact costs,

Information provided in this report is from the individual agencies unless otherwise noted,
“n/a” means “nol availablc” or “not reported”,

Governinent of Guam

'Y 2003 Compact Impact Report
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EDUCATION

1, Department of Education

The Department of Education provides a free public education for all of Guam's children.
Under Guarn law (17 GCA 6102), it is the duty of any parent, guardian or other persons
having control or charge of any child between the ages of five and sixteen years to send
the child to a public or private tull-time day school for the full-time for which such schools
are in session, The Compact of Free Association affords FAS citizens the right to artend
school on Guam withoul special permit. No period of residency is required. The cost to
the Department ot Education for the cducation of students {from the Freely Associated
States is calculated by multiplying the number of FAS students enrolled in Guam's public
school system by the per pupil cost, or the mean cost methodology, Department of
Education costs are based on local appropriations only and does not include principal or
interest of eonstruction bonds.

The above methodology provides conservative estirnates of the cost to educate FAS
students. DOE officials point out that children who come from FAS families demand
more of their teachers and the school systcm in general than do other students. Factors
such as limited English proficicncy, socio-economic status, grade level completion, lack of
records, and adjustrnent problems are not incorporated in the per pupil cost,

DOE enrallment decreased from 31,802 students in I''Y 2002 to 31,107 students in FY
2003. However, FAS student enrollment increased from 3,712 to 3,752 students,
accounting for over 12 peroent of DOE’s total enrollment in FY 200 (SY 2002-2003).

The Department of Education continues to be the largest single agency lmpact cost. For
TY 2003 (SY2002-2003) the cost to cducate 3,236 FAS students (total enrollment minus
haseline) al an average cost of $4,370 per pupil was $14,140,902.

2. Guam Comununity College

The community recognized the need Lo develop Guam’s human resources. In 1977, Guam
Community Collcgc was created (Public Law 14-77) lo provide educational programs that
lcads to an associate degree, certificate, a high school diploma or GED. In response the
community, GCC also offers continuing education, community education and short term
specialized training. English as a Second Language, Adult Basic Education and Adult
High School are offered to prepare students for college. Finally, secondary vocational
education programs are oftered at Guam's Department of Education high schools.
Estimates of expenditures for FAS students was computed by mulliplying total College
costs by the proportion of student credit hours granted to FAS students. Expenditures

Government of Guam FY 2003 Compact Impuct Report
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includes faculty and staff salaries, supplies, utilities, and all other costs of operations. This
cost includes all expenses covered out of federal funding, as these expenditures to the
benefit of FAS students would otherwise have been to the benefit of students from the
resident population. Total expenditure was adjusted by subtracting the amount of tuition
paid by FAS students per credit hour.

FAS student enrollment at Guam Community College dropped fiom 4, 269 credit hours
comnpleted in FY 2002 to 3,846 credit hours in FY 2003, slightly higher than the FY 200]
total. However, total credit hours completed by all students dropped 57 percent berween
FY 2002 (AY 2001-2002) and FY 2003 (AY 2002-2003), causing the cost per credit hour
to more thun double to $582 per credit hour.

3. University of Guam

The University of Guam (UOG) is authorized to grant associate, baccalaureate and
master's degrees. An applicant seeking admission as a regular student must have
successfully completed 12 years of formal cducation or have passed the General Education
Decvclopment Test, If an applicanl docs not meet the regular requiremnents for admission,
the applicant may still be admitted to the University as a special student, As an open
admissions institution, admission tests are not given. However, all entering freshmen are
given placement tcsts in English (ie., reading, writing, spcech, and listening
comprehension) and mathematics to determine the level of proficiency and need for
placement in remedial classes.

The expenditures for FAS students was computed by subtracting tuition income from the
total University costs. The overall cost of operating the University includes faculty and
staff salaries, supplics, ulilitics, and all other costs of operatjons. This cost excludes the
four research facilities of the University. All other costs that arc covered by federal
funding are included, as these expenditures to the benefit of FAS students would
otherwise huve been to the benefit of students from the pcrmanent resident population.
University costs were divided by the number of student credit hours for the year to
detenmine the cost per credit hour of instruction, The cost per credit hour was multiplied
by the number of studen( credit hours granted to FAS students. Lastly, the amount of
federal direct assistance (c.g., Pell Grant, SEOG, etc.) was subtracted to determine the
totul financial burden to thec Govemment of Guam.

Enrollment at the University of Guam has been cyelic. However, the number of FAS
students has remaincd at about 3,5 percent to 4.0 percent over the last scveral years. Since
AY 1996-1997, there has been a steady increase in the number of credit hours completed
per FAS student from 5.5 credits hours to 8.3 in AY 2002-2003; however, the number of
students declined to 323 and the total number of credit hours taken fel] to 2,683 credit

hours.

Government of Guam FY 2003 Compact Impact Report
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PUBLIC SATETY

Guamn Police Department

The Guam Police Department (GPD) serves To preserve the peacc, protect life and
property, and enforce the laws. Police protection is provided uniform ly to each person on
Guam, including visitors and military personnel and dependents while they are on civilian
lands. Expenditures for genieral police protecrion services to FAS citizens is detcrmined by
apportioning GPD's fiscal year expenditures by the percent of FAS cilizens living on Guam
to the de facto population of Guam, less an estimated baseline of 2,413 persons living on
Guam prior to Compact enactment. In FY 2003 the cost for police protective seryices for
FAS citizens was $1,029,015.

Department of Corrections

The goal of the Department of Correetions is to protect the public from the destructive
action of law offendcrs through ¢are, custody, conirol, rehabilitation, and reintegration.
Operating costs of the Department of Correclions includes all divisions since all inmates
receive services from all divisions. The cost per confinement day was computed by
dividing the total operating costs by the average daily census of inmates mu] liplied by 365
days per year. The total cost of confinement of FAS citizens is equal to the average daily
operating cost multiplied by inmale days. In the last four fiscal years, the cost have risen
from under $0.5 million to almest $1.1 million in FY 2002 alone.

Guam Fire Department

The Guam Fire Department (GFD) functions to protect Guam's residents from injury and
property loss caused by [ires, and also operates Guam's ambulance, EMT, and
search/rescue services. Firc Department services are provided to all Guam residents,
irrespective of citizenship or residency status, The cost of providing services to Guam's
FAS population was calculated by dividing GFD's total Y expenditutes by the de facto
population of Guam (including visitors), und rmultiplying the result by the percentage of
FAS cilizens (with the baseline ot 2,413 persons subtracted) residing on Guam. In FY
2003 the cost for GFD protective services for FAS citizens was $1,237,932,

Td.LEC. CYO [§..200 |

Governmenl ol Guam

FY 2003 Compact Impact Report
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HEALTH, WELFARE AND HOUSING

Public Health and _Sccial Services

The Depariment of Public Health and Social Services (DPHSS) congists of four divisions
which fall under two broud functional areas of services, public health and social services,
The overall responsibilily of the Department in the provision of health services is to
promote, protect, and maintain the health of Guarmn's residents by providing a varicty of
programs which stress the prevention of disease and disability, and by meeting the needs
of the medically under-served population.

The Public Health Division and the Eavironmental Health Division fall under the
Deparimenl's health function. The overall responsibility of the Department in its provision
ol social services is to remove social barricrs which prevent persons from obtaining and
maintaining the basic necessities of life, including medical care, nutrition, and
cmployment, and to strengthen family life. The Public Welfure Division and the Senior
Citizen Division [all under its social serviee function.

Of the many programs under DPHSS’s Divisions and Bureaus, two programs under the
Division of Public Welfare's Bureau of Health Care Financing (Medicaid and Medically
Indigent Program) and one under the Burcau of Economic Secur ty (Public Assistance)
account for most of the cost of providing services to FAS citizens sincc the
implementation of the Compacts.

A. Medicaid

Title XIX of the Social Sceurity Act authorizes the Medicaid program, Medicaid
13 an entitlement program in which the federal government participates with states
in the cost of medical provider payments for needy individuals. Medicajd elipibility
has traditionally been linked to thosc cligible for cither AFDC benefits or the
Federal Supplemental Security Income program for the aged, blind, and disabled.
Medicaid is a locally matched program,

B. Medically Indigent Programn

The Medically Indigent Program is 100 pereent locally funded and is administered
by the Bureau of Health Carc Financing under P.L.18-31, MIP provides assistance
to low income families and to individuals who have tuberculosis, Parkinson'y
dementia, diabetes or irreversible kidney failure,

PR LB e 2O | o
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C. Public Assistance Programs

Public Assistance programs are locally matched [ederal welfarc programs,
including Aid to Familics with Dependent Children (AFDC), Aid to the Blind, Aid
to the Totally and Pcrmanently Disabled, and Old Age Assistance. The General
Assistance Programs is a 100% locally funded program.

AFDC 1s Guam's largest public welfare program. AFDC provides direct cash
payments to needy fumilies with dependent children. Eslablished by Title IV-A of
the Social Sceurity Act, AFDC is a statc-managed program. However, the federal
povernment (through the U.S. Department of Health and Human Services) and the
statcs share program costs, and the federal govermmnent provides broad standards
for cligibility and program requirements. HHS has provided Guam with written
documentation that eitizens of the FAS nations meet cligible alien critena.

Public assistance for the aged, blind and disabled has been replaced by the
Supplemental Security Income (SSI) Program in most U.S. jurisdictions,
However, SSI has not been extended to Guam. Therelore, separatc federal
assistance programs for the blind, agcd, and disabled continue to be administered.

A fourth program, the Food Slamps Program under the Burcan of Economic Security, is
also monilored because of its tic-in wilh the AFDC program. Originally authorized in 1964
to improve the nuirition of low-income houscholds, the Food Stamp Program is intended
(o make up the difference between participants' expected contributions to food expenses
and the amount needed to purchasc a nutritionally sound, low-cost diet. AFDC program
recipients must meet certain eligibility requiremnents to qualify for food stamps, including
alienage. Although FAS citizens arc not not cligible o participate, regardless of need,
FAS tamilics do receive food stamps on behalf of dependent U.S, citizens. No
reimbursement is sought for the Food Stamp program, which is 100 percent federally
funded.

Guam's methodology for computing welfare and medical program costs is o include the
Jocally funded portion of cash outlays and medical benefits paid on behalf of FAS program
clients in Guam's reimbursement request, Tn FY 2000 this amounted to $7,306,163 for the
Medicaid, Medically Indigent and Public Assistance programs. For FY 2001 the cost was
$5,304,307 and in FY 2002 the cost was $5,259,837. It 1s unclear whether the drop is due
fo the changes in eligibility and benefits under the new federal and local welfarc laws. For
FY 2003, partial cost of $8,122,814 has so far been tallied.

Government of Guam FY 2003 Compuct Impact Report



2 Guam Memorial Hospital

Guam Memorial Hospital Authority (GMHA) is a povernmental, non-profit institution
serving the people of Guam. As the sole hospital on the island, no patient is denied
hospital care and serviees by reason of place of residence or ability to pay. Prior to the
Compacts, FAS citizens were Trust Territory citizens, and as such, received medical care
from Department of Defense at the Naval Regional Medical Center,

In the past, the FSM state governments have pledged to honor the bills of patients they
referred to GMH, and the FSM national government has pledged to make payment for
patients under the FSM Government Employec Insurance Plan. However, the hospita]
must bill FSM and other FAS citizens directly if they receive treutment as walk-n, self-
paying patients (those with no referral and no health insu rance).

Guam Memorial Hospital costs represent unpaid bills which [ul] into five catcgories: self-
pay, Medically Indigent Program (MIFP), Mcdicarc, Mecdicaid, and FAS government
referrals. For FY 2003, the selt-pay arrears was $4,661,491. The toral arrears for the past
four fiscal years are approximarely $20 million.

3. Guum Housing and Urban Renewal Authority

The Guam Housing and Urban Renewal Authorily was established under Public Law 6-
135 in 1962. The Authority was crcated as a public housing agency within the meaning of
the United States Housing Act of 1937, as amended, and as a local public housing agency
within the meaning of Title I of the Housing Act of 1949, as amended. It is tasked to
manage and operate projects established for low-income families with the purposc of
providing safe, decent, and sanitary housing for families of low income, GHURA 15 100
percent federally funded through the Departiment of Housing and Urban Development,
The Guam Housing and Urban Renewal Authority manages three assisted housing
programs: Low-Income Public Housing, Section 8, and the Tumon Elderly Project.

The Government of Guam docs not seek reimbursement throu gh Compact provisions for
the use of GHURA!'s housing programs by FAS citizens because GHURA and its
programs are 100 percent federally funded. However, Guam considers the cost of
providing housing assistance to the continuous in-migration of low-income families from
the FAS a displacement cost (expenditutes to the benefit of FAS citizens that would
othcrwisc have been to the benelit of the permiancnlt resident population,),

Government of Guain FY 2003 Compact Immpact Report
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SUPPLEMENTAL DATA

The first two tables in this section are provided to document the development of the population
cstimatcs for the defacto population of Guam and the number of FAS citizens residing on Guam
for impact cost calculations requiring this information. The third table show the cost of providing
services 1o FAS citizens [or all reporting agencics. It includes expenditure for which Guarm is not
claiming reimbursement. The fourth table shows all Capital Improvement Projects funded by
Compauct Impact Reimbursement funds for FY 1996 through FY 2003,

Ii. Papulation of Guam: 1990 to 2003
Impact cost calculations requinng the usc of the defacto population of Guam are

bascd on this table. Resident population estimates were based on available
information dunng that year and not adjusted or carrected in subsequent years,

2. FAS Population on Guam

The FAS population estimates are based on the Emst & Young report modified
with data from censuses and swrveys on FAS citizens.

3. Compact Cost for All Government of Guam Agencies

This table shows all available Impact cost information from all reporting agencies
and includes costs not in Guam’s reimbursement request. Costs for “Previous FY”
are detailed in the Government of Guam’s FY 1995 Annual Report, “Pacific
Immigration Tmpact: Effects of PL 99-239 on the Islund of Guam, FY 1989 ta FY

1595:."
4 Compact Impact Reimbursement Capital Tmprovement Projeets

This table shows all Capital Improvement Projects funded by Compact Impact
Rcimbursement tunds for FY 1996 through FY 2003,

Government of Guam FY 2003 Compact lmpact Report
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Compact Impact Reimbursement Capital Improvement Projects

Brant Yoar | Aganhey | Brojoct [ Total Grant

FY 1996 GWa Anpa Point Bubdivigion 600,000
GWA Matzguar Waler Dislribulion 10,000

GMH Equipment 420,000

DPw Adalup/RJO Complax and Gavernmen! Huuae 300,000

opw Talafafo Multl-purpgse Gymnasiurm 906,000

G DPW Yona Multi-purpoes Gymnaslum Yoo, 000
OPW Yige Secondary Road Project 700,000

oPwW Agat Mulli-purposa Gyrmnasium 750,000

Subiotal $4,.580,000

* FY 1997 GWA  Malagusc Water Distribution 890,u00
4 GWa Lupog Waler Projact J340.000
GWA Chalan Page Sewar Projoct 2,600,000

oPwW Tumon Prlice Precingt Ba0.000

DPFW Aget Mulll-purpose Gymnasium 100,000
Bubtoial $4,580,000 |

FY 1008 GWA Chalan LaChanes Waler Distribution 700,000
DPw Agar Myhi-purpose Gymnasium 100,000

DPW Ylgo Secondary Road Project 300.000

DPW Yigo Mulil.purpese Gyinniagium 1,300,000

DRwW Tumaon Polics Precinct Supptement 230,000

oPwW Piti Asbgelos Removal 150,000

DoA Financial Management System 1,800,000
Subiotal $4,580,000 |

FY 1989 DPYy Windward Hills Waterline 700,000
Gwa Vehicle ahd Equipment Project 45,000

DPwW Road Projecls 510,000

DoA/BORP Y2k Complisnea Projec 150,000

DOoa Financial Managamant Syslem Phasa || 2,160,000

KGTF Tawur Projoct 75,000

GFD Ambulancaa 750,000
Subtotal 4,560,000 |

FY 2000 GwaA Vahicle and Equipment Projsct 1.455.000
GWa Waler Projact Tragt 10432 and 10433 850,000

GWwa Walerdine Exdonsion Capital Equipment 500,060

owa, Pipes and Valvaa 250 (109

GhH Equipmant 2,000.000

G Cquipmeant Radiclogw/Orthopadic 675000

oPw Road Projocts Phasa 1 1,950,000

Subiosal 57,580,000

Fy zoQ1 GWa, Waler Melers 750,000
GwWa Waterline Replacomom 500,000

GMH Equipmanl Radislogy/OMhopmdic 1,125,000

DPw Road Improvement G.800.000

GFD Emergency Vshicle Repair 75,000

DPW Library Renovation and Repair 100,000

GFD Ambulances 210,080

Bublotal $9,569,000

FY 2002 GFD Ambylances 781,000

DEW Elevator and Air Conditisnors ot DMHSA 200,000

bPw Schaol Duses 1,300,000

bPwW Adgana Helgnis Gym Resurtacing 28,750

DPW Road Prolects 2.740,000

DPW DOE Water Tanks 1,000,000

DPRwW Tumon Polics Precing Supplamant 00,000

GFD Fire Trucks 112,000
Unallocaled FY 2002 Balance 119,250 |

Bubtoral §4,380,000

FY 2003 GMHA Facllity Rapair and Equipment 1,333 00D
DPW &¢heol Buzos 1,500,000

DOE Scheal Rapgir and Equipmeni 700.000

DOE Match for FEMA Calegary E Projacts 300,000

GPD. Police Vehicles 1,080,000

GFD Fira Trucks (projoc! combinad with 2002 funds) 838,000

Subtoml £s,574.000

GRAMND TOTAL REIMBURSEMENT $47,422 000
Bourca; Burogu of Budgol and Mansgemont Resaarch A8 of Seplember 30, 2003

Government of Guam 9.4 FY 2003 Compact Impact Report
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