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OVERSIGHT HEARING ON THE “PROPOSED
FISCAL YEAR 2008 BUDGET REQUEST FOR
THE DEPARTMENT OF INTERIOR’S OFFICE
OF INSULAR AFFAIRS”

February 27, 2007
U.S. House of Representatives
Subcommittee on Insular Affairs
Committee on Natural Resources
Washington, D.C.

The Subcommittee met, pursuant to call, at 10:03 a.m., in Room
1324, Longworth House Office Building, Hon. Donna Christensen
[Chairwoman of the Subcommittee] presiding.

Present: Representatives Christensen, Bordallo and Fortufio.

STATEMENT OF THE HONORABLE DONNA M. CHRISTENSEN,
A DELEGATE IN CONGRESS FROM THE VIRGIN ISLANDS

Mrs. CHRISTENSEN. Good morning. The oversight hearing by the
Subcommittee on Insular Affairs will come to order. The Sub-
committee is meeting today to hear testimony on the proposed
Fiscal Year 2008 budget request from the Department of Interior’s
Office of Insular Affairs. Under Committee Rule 4(g), the Chairman
and Ranking Member usually are the only ones to make opening
statements, but today we will depart from that, without objection,
and allow every member on the Subcommittee to make an opening
statement if they so wish.

But I am very pleased and honored to call this first meeting of
the Subcommittee on Insular Affairs of the 110th Congress to
order. I am looking forward to an active and productive Sub-
committee, and I want to thank Chairman Rahall for reinstating
the Subcommittee and giving me the opportunity to chair it. I also
want to welcome my colleague, Congressman Fortufio, and welcome
the insights and leadership that he is going to bring to our delib-
erations. And, of course, on this first meeting, I want to welcome
all the members of the Subcommittee.

It is a very special honor and pleasure also to welcome our
friends and the leaders of our territories, the Governors. The two
who are here are from the far-off Pacific insular areas, and we
thank them for being here with us today.

When the Committee was first under the Chairmanship of my
predecessor and former Virgin Islands Congressman Ron DeLugo,
we took advantage of the Governors being in Washington for the
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annual National Governors Association meeting to invite them to
come before the Subcommittee, your home here in Congress, to
comment on the proposed budget of the Office of Insular Affairs as
well as to inform us of any issues facing you at home that the Fed-
eral Government could be helpful with. So I want to welcome The
Honorable Felix Camacho, the Governor of Guam, and The Honor-
able Togiola Tulafono, the Governor of American Samoa. Unfortu-
nately The Honorable Benigno Fitial, the Governor of the Common-
wealth of the Northern Mariana Islands, was unable to travel to
Washington for the annual meeting this year because of pressing
business at home, including a visit by the senior staff of the Senate
committee to the CNMI. I also regret that as of now, my own Gov-
ernor, The Honorable John deJongh, Jr., is unable to be here today,
but both have submitted statements for the record.

Mrs. CHRISTENSEN. And soon we look forward to welcoming the
Deputy Assistant Secretary David Cohen, who I understand is just
getting off a plane.

As we are keenly aware, the Office of Insular Affairs has broad
general authority to provide for the special needs and concerns of
the U.S. insular areas. President Bush in his Fiscal Year 2008
budget has proposed sending $403.8 million for the Office of Insu-
lar Affairs of which $79.8 million is in current appropriations. That
figure is $425,000 below the 2007 continuing resolution, but
$560,000 above the President’s Fiscal Year 2007 budget request.
$324.1 million of the Fiscal Year 2008 figure includes $119 million
in estimated income tax payments to Guam and the Virgin Islands,
and $205.1 million in payments under the Compacts of Free Asso-
ciation. Programs funded under the 2008 fiscal year budget request
will continue long-term efforts throughout the territories and freely
associated states. Over $200 million in Compact of Free Association
Sector Grants will be included in the 2008 budget. More than $12
million will be requested for a variety of technical assistance pro-
grams, including ongoing efforts on the brown tree snake control,
insular management controls, coral reef conservation, maintenance
assistance and water and wastewater projects.

Some questions we hope to receive answers from the Office of In-
sular Affairs include the specifics of the competitive allocation sys-
tem for the Covenant Improvement Project Grants and whether
more consideration should be given to those projects that are under
court orders, and what are their plans for addressing the potential
catastrophes looming for the economies of American Samoa and the
CNMI and, to a lesser extent, my home islands as we continue to
stave off attempts by the Treasury Department to effectively neu-
ter the successful economic development program that Congress
put in place to assist with our economic development. In my opin-
ion, it is one that could and should serve as a model to our sister
territories, which are all in need of an economic shot in the arm.

The budget of the Office of Insular Affairs has either remained
constant or been reduced over the last 5 fiscal years, from a high
of $102 million in 2002 to the proposed $79.7 million for 2007. All
the while the needs and the challenges facing the islands have
increased.

We have also recently heard testimony at the committee on the
severe fiscal challenges that are not being adequately met, and we
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heard those from the Office of Inspector General and from the Gov-
ernment Accountability Office.

It is my hope that as Chair of this Subcommittee, and with the
assistance of my colleagues, that we will explore today whether
adequate resources are being given to the OIA to enable them to
address the unique, important challenges that are faced by these,
our most vulnerable members of the American family, the members
of the insular areas. In this regard, I look forward to hearing from
our witnesses, and now I yield to my friend, the Ranking Member
on the Subcommittee, The Honorable Luis Fortufo, for any opening
statements he wishes to make.

[The prepared statement of Mrs. Christensen follows:]

Statement of The Honorable Donna M. Christensen,
Chairwoman, Subcommittee on Insular Affairs

I am pleased and honored to call the first meeting of the Subcommittee on Insular
Affairs for the 110th Congress to order.

I am looking forward to an active and productive subcommittee and I want to
thank Chairman Rahall for re-instating the subcommittee and giving me the oppor-
tunity to chair it. I also want to welcome my colleague, Congressman Fortuno, and
the insights and leadership he will bring to our deliberations and on this first meet-
ing to welcome all of the members of the subcommittee.

It is a special pleasure to welcome our friends, the governors from the far off pa-
cific Insular Areas and thank them for being here with us today.

When this subcommittee was under the Chairmanship of my predecessor and
former Virgin Islands Congressman, Ron de Lugo, we took advantage of the gov-
ernors being in Washington for the annual National Governor’s Association meeting
to invite you to come before the subcommittee—your home here in the Congress—
to comment on the proposed budget of the Office of Insular Affairs as well as to in-
form us of any issues you are facing at home that the federal government could be
helpful with.

And so, I want to welcome The Honorable Felix Camacho, the Governor of Guam
and The Honorable Togiola Tulafono, the Governor of American Samoa. The Honor-
able Benigno R. Fitial, the Governor of the Commonwealth of the Northern Mariana
Islands was unable to travel to Washington for the annual meeting this year be-
cause of pressing business at home including a visit by the senior staff of the Senate
committee to the CNMI. I regret that my own Governor, The Honorable John P,
deJongh, Jr. is unable to be here today. Both have submitted statements for the
record.

Of course we also welcome Deputy Assistant Secretary, David Cohen as well.

As we all are keenly aware, the Office of Insular Affairs has broad general author-
ity to provide for the special needs and concerns of the U.S. Insular Areas. President
Bush, in his Fiscal Year 2008 budget, has proposed spending $403.8 million for the
Office of Insular Affairs (OIA), of which $79.8 million is in current appropriations.

This figure is $425,000 below the 2007 Continuing Resolution and $560,000 above
the President’s FY 2007 budget request. $324.1 million of the FY08 figure includes
$119 million in estimated income tax payments to Guam and Virgin Islands and
$205.1 million in payments under the Compacts of Free Association.

Programs funded under the FY 2008 Budget Request will continue long-term ef-
forts throughout the territories and Freely Associated States. Over $200.0 million
in Compact of Free Association Sector Grants will be included in the 2008 budget.
More than $12.0 million will be requested for a variety of Technical Assistance pro-
grams, including ongoing efforts on Brown Tree Snake control, insular management
controls, coral reef conservation, maintenance assistance, and water and wastewater
projects.

Some questions we hope to receive answers from the Office of Insular Affairs in-
clude the specifics of the competitive allocation system for the Covenant Improve-
ment Project (CIP) grants and whether more consideration should be given to those
projects that are under court orders; and what are their plans for addressing the
potential catastrophes looming for the economies of American Samoa and the CNMI
and to a lesser extent my home islands as we continue to stave off attempts by the
Treasury Department to effectively neuter the successful economic development pro-
gram that Congress put in place to assist with our economic development. In my
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opinion it is one that could and should serve as a model for our sister territories
which are all in need of an economic shot in the arm.

The budget of the Office of Insular Affairs has either remained constant or been
reduced over the last five fiscal years—from a high of $102 million in FY 02 to the
proposed $79.7 million for FY07—all the while the needs and challenges facing the
islands have increased. We have also recently heard testimony at the Committee on
the severe fiscal challenges that are not being adequately met from the office of the
Interior Inspector General and the GAO.

It is my hope, as chair of this subcommittee and with the assistance of my col-
leagues, to explore whether adequate resources are being given to OIA to enable
them to address the unique, important challenges that are faced by these our most
vulnerable members of our American family; the residents of the Insular Areas. In
this regard, I look forward to hearing from our witnesses.

I now yield to my friend, the Ranking Member on the Subcommittee, The Honor-
able Luis Fortuno for any opening statement he wishes to make.

STATEMENT OF THE HONORABLE LUIS FORTUNO, THE
RESIDENT COMMISSIONER IN CONGRESS FROM PUERTO RICO

Mr. FOrRTUNO. Thank you very much, Madam Chairwoman. First
of all, I want to congratulate you on being selected to chair this
Subcommittee. I am truly enthusiastic about this honor being be-
stowed upon my friend from the U.S. Virgin Islands.

It is appropriate that our first hearing together involves the re-
view of the President’s Fiscal Year 2008 budget request, which re-
flects the budget priorities of the Department of Interior’s Office of
Insular Affairs. While this priority may not always match yours or
even mine sometimes, I welcome this historic time for a Delegate
and a Resident Commissioner to receive policy on the insular
areas, and for a chance for us to work together with the President
and the Secretary of Interior to work forward in a productive fash-
ion for the benefit of all the people affected by at least the decision
of the Subcommittee.

I join you in welcoming our witnesses today, The Honorable
Togiola Tulafono, the Governor of American Samoa; The Honorable
geﬁx Camacho from Guam; and Deputy Assistant Secretary David

ohen.

Madam Chairwoman, the President’s budget proposals have bal-
anced the increase in funding for the Office of Insular Affairs to
$403.8 million, an increase of $2 million over the present Fiscal
Year 2007 continuing resolution. What I recognize, we are all liv-
ing within difficult budget restraints. I look forward to hearing
from the Governors here today about the needs and priorities of
their communities as well as from the administration witness as to
how the Office of Insular Affairs can best administer these scarce
budget resources more efficiently for the benefit of all the insular
areas.

Thank you again, Madam Chairwoman. I look forward to work-
ing with you on these issues over the course of this Congress. I
yield back.

Mrs. CHRISTENSEN. Thank you.

[The prepared statement of Mr. Fortuno follows:]

Statement of The Honorable Luis Fortuno, Ranking Republican Member,
Subcommittee on Insular Affairs

Madam Chairwoman, I want to congratulate you on being selected to Chair this
Subcommittee. It is appropriate that our first hearing together involves a review of
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the President’s Fiscal Year 2008 Budget Request which reflects the budget priorities
of the Department of Interior’s Office of Insular Affairs.

While these priorities may not always match yours, or even mine sometimes, I
welcome this historic time for a Delegate and Resident Commissioner to oversee pol-
icy on the Insular Areas and a chance for us to work together with the President
and the Secretary of Interior to move forward in a productive fashion for the benefit
of all the people affected by the legislation of this Subcommittee.

I join you in welcoming our witnesses today: The Honorable Togiola T.A. Tulafono,
Governor of American Samoa; The Honorable Felix Camacho from Guam; and from
the Administration, Deputy Assistant Secretary David Cohen (or Nik Pula) of the
Interior Department’s Office of Insular Affairs.

Madam Chairwoman, the President’s budget proposes a modest increase in the
funding for the Office of Insular Affairs to $403.8 million, an increase of $2.0 million
over the present Fiscal Year 2007 continuing resolution.

While I recognize we are all living within difficult budget restraints, I look for-
ward to hearing from the Governors here today about the needs and priorities of
their communities, as well as from the Administration witness, as to how the Office
of Insular Affairs can best administer these scarce budget resources most efficiently
for the benefit of all the Insular areas.

Thank you Madame Chairwoman. I look forward to working with you on these
issues over the course of this Congress.

Mrs. CHRISTENSEN. The Chair now recognizes The Honorable
Congresswoman from Guam Madeleine Bordallo for an opening
statement.

STATEMENT OF THE HONORABLE MADELEINE BORDALLO,
A DELEGATE IN CONGRESS FROM GUAM

Ms. BORDALLO. Thank you. Thank you for calling this hearing
today, Chairwoman Christensen. To me this is a very important
moment as we have the first oversight hearing of the newly rees-
tablished Subcommittee on Insular Affairs. And I am very thankful
to you, Chairwoman Christensen, to Chairman Rahall and to Con-
gressman Faleomavaega for reestablishing this Subcommittee to
bring greater focus on the programs administered by the Office of
Insular Affairs and on Federal policy affecting the territories.

This hearing on the President’s proposed budget for the Office of
Insular Affairs provides to us an opportunity to hear from the Gov-
ernors of the territories. I want to welcome all of you who have
traveled great distances to be here with us today, and a very warm
hafa adai to Guam’s Governor, The Honorable Felix P. Camacho.
Talofa to the Governor of the American Samoa, Governor Tulafono.

Each of our territories are facing economic challenges, and I am
interested to hear how the Office of Insular Affairs is helping the
territories to cope with these challenges. In particular, while
Guam’s economic forecast is bright due to the Pentagon’s intention
to relocate a number of Armed Forces to Guam, the military build-
up presents serious challenges to our local government. I hope to
hear from Governor Camacho today on what some of these chal-
lenges are and how best the Department of Interior can assist the
Government of Guam in the years ahead.

Finally, let me make one comment on the Office of Insular Af-
fairs Capital Improvement Grant Program for the territories. We
are not talking about a large amount of money here. Annual alloca-
tions for the territories from this program amount to $27.72 mil-
lion. For this reason I believe that it is important that a very clear
set of priorities and transparent process be established for
allocating these funds.
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I would like to have a better understanding from the Deputy As-
sistant Secretary of the evaluation process that has been developed
regarding the financial management of the individual governments
that affects the annual allocation received under this program.

I would also like to hear your comments, Mr. Cohen—he is not
here yet—regarding Congress’s intent that Federally mandated
court-ordered projects be given a higher priority than other projects
as noted in the colloquy during House floor debate on the Fiscal
Year 2005 Interior Appropriations Act and the committee’s accom-
panied report that year.

Again, let me welcome all of you, and let me extend my thanks
to Chairwoman Christensen. Thank you.

Mrs. CHRISTENSEN. Thank you for your opening statement.

Mrs. CHRISTENSEN. The Honorable Eni Faleomavaega is on his
way also from the airport, and we will give him an opportunity to
make an opening statement when he arrives.

At this time we will be pleased to turn to the panel, and we will
begin with the testimony from the Governor of American Samoa,
The Honorable Governor Tulafono.

STATEMENT OF TOGIOLA T.A. TULAFONO,
GOVERNOR, AMERICAN SAMOA

Governor TOGIOLA. Thank you very much, Madam Chairlady.
Talofa and good morning to all the members of the Subcommittee.

At the outset, let me just say, Madam Chairlady, that I am very
grateful for the opportunity to reopen this dialogue through the
recreation of this Subcommittee and allowing the Governors of the
insular areas to be able to participate in the budget process. It has
been a long time since an elected Governor of American Samoa was
able to speak directly to Members of Congress about the budget
process and what we are doing.

I want to congratulate you on your ascent to the Chairmanship
of the Subcommittee and all the insular area members in this com-
mittee. We want to register also our gratitude and appreciation to
the Chairman of the Subcommittee on Resources for recreating and
reinstatement of this Subcommittee.

We have submitted a written statement, Madam Chairlady, and
I am now going to try and rehash the matters we have stated. I
am going to digress a little bit in our oral statement to supplement
our submission today. I suppose the basic question here is how do
we feel about the funding and the mechanism in which it is done
for the insular areas and especially for American Samoa.

Madam Chair and the honorable Members, you all know that no
matter who is doing the talking, there will always be more needs
and wants, and there will always be insufficient funds to meet all
those needs. For our part today, let me just say, American Samoa
appreciates the fiscal restraints of our national government, and
we appreciate the fact that we are getting help from the Federal
Government for our operation. Of course, these funds are nowhere
near what American Samoa needs, and, of course, we can spend all
day going through all the things we need to develop and sustain
the economy and the quality of life for the people of American
Samoa, but if you approve what has been proposed, I assure you
they will be put to the best use we have planned.
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I would venture to say today that it is my hope that we will con-
vince the United States Department of Interior that we need to re-
visit our budget system and come up with a plan that will ade-
quately anticipate the needs and unique circumstances of American
Samoa and reflect that in our submissions to Congress for ap-
proval.

Two things I would like to point out. The budget system that we
are using today to address our operations and developments in
American Samoa as a U.S. territory is the same system that has
been there for many, many years, and that has never changed.
Very little has changed. Two, the same development plan that is
being utilized for planning the progress of American Samoa is the
same that it has been for the last 40 years.

It is my hope that sometime soon, and through the process of the
newly reinstated Subcommittee, that we will be able to forge Fed-
eral policy for American Samoa that will transcend shifts in poli-
cies and changes in attitude of our national government that are
made to accommodate the global policies of our Nation, and leaving
insular areas struggling to find a way to fit in the mix. American
Samoa and the insular areas are so vulnerable to these policy
changes and shifts that today any development efforts in our part
is completely stagnant by the fact that we have lost the benefits
of section 936, headnote 3A and the uncertainty of the minimum
wage policies that are to be applied to us.

We are not afraid of being self-sufficient and self-sustained, but
like any other State or territory, we need to have the ability to
build our economy to be self-sufficient and self-sustaining. Unfortu-
nately we are extremely limited in our ability to do so without a
consistent, well-considered plan that will keep us competitive in
our development efforts like any other State or country. That re-
quires a consistent and sustainable Federal policy.

The last time there was a well-considered and well-supported
plan for American Samoa, I hate to say, was in the early 1960s,
but that, too, was in response to an article which called American
Samoa the shame of the U.S. in the Pacific. Only at that time there
was a consistent policy that would build infrastructure, put in new
hospitals, new schools, a new airport, and created a new corpora-
tion for developmental efforts.

We certainly do not want to wait until another article like that,
nor do we want to go back to those times, but we cannot do it
alone, and we are looking to your leadership and your guidance to
help us develop these kinds of policies for at least—for our part,
American Samoa.

In terms of our economic development efforts, we are indeed
doing all we can with the resources we have together with the re-
sources allotted to us in order to build a sustainable economy that
will sustain American Samoa and give our people a quality of life
just like any other American.

The operation grant that we receive through the Department of
Interior is divided in five pieces: One, to support the operation of
the high court that is still under the control of the Department of
Interior. Two, of the remaining portion of those funds, I ask Inte-
rior to split that in four ways between our community college, De-
partment of Education and our medical center. I did ask Interior



8

to set aside $2 million of that to secure the consistent supply of
medicine and drugs for our medical center. That was accomplished
through the efforts of Congressman Faleomavaega in earmarking
that grant and setting aside the $2 million, and we are grateful.

For the funds allocated for capital improvements, the govern-
ment submits to DOI a 5-year plan requesting funding based on
the recommended priorities we provide in a 5-year plan. DOI sub-
mits this funding to Congress for approval. When approved, we fol-
low the priorities we provided in the plan for CIPs. Occasionally we
require some reprogramming, and we have received the cooperation
of DOI in making sure that our needs are met through that pro-
gram.

Beginning with this fiscal year, I have prioritized the develop-
ment of fiberoptic submarine cable over the next 5 years. While our
satellite communication capability is great, it has been proven—it
has proven that it will not support our development efforts. The
fiberoptic cable will allow us to expand those development efforts
and truly achieve diversification, which is something that has been
talked about in American Samoa since 1950 and has never been
possible.

Even with the availability of Federal incentives as section 936,
headnote 3A and lower wages than in the United States, only two
U.S. companies ever relocated their plants into American Samoa.
Since then every Governor that came to American Samoa talked
about diversification and never was able to accomplish anything
close to it. Madam Chairlady, the fiberoptic promises to bring about
that diversification for American Samoa. Perhaps it is a timely
project because the future of our counties are really very uncertain.
The cable is already inspiring businesses as call centers, banking
institutions, educational institutions to inquire as to when it may
be available.

I would like to register our gratitude and appreciation to Mr.
Cohen and the Office of Insular Affairs for their support of this en-
deavor. I would also like to acknowledge our appreciation for the
business development conferences that the Department of Interior
has sponsored for the last few years to help us identify and come
together with businesses that may be interested in investing in
American Samoa. I will say through those conferences we have
been able to meet with people interested in fiberoptic development,
and we are moving forward with that project. And I realize that
the Department of Interior has set aside $3 million every year for
the next 4 years in that submission to help us accomplish that pur-
pose, and we will ask for your support of that project.

I will stop there and will answer any questions you may have.

Mrs. CHRISTENSEN. Thank you.

[The prepared statement of Governor Togiola! follows:]

Statement of The Honorable Togiola T.A. Tulafono,
Governor of American Samoa

Talofa. Honorable Chairman and distinguished members of this Committee; it is
with great pleasure and honor that I appear here today at your invitation to give

1 According to traditional Samoan cultural protocol, Governor Togiola T.A. Tulafono is ad-
dressed by his matai title of “Togiola” and is referred to as “Governor Togiola.” However, those
not familiar with Samoan culture address him as “Governor Tulafono.” Both forms of address
are correct.
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testimony on the Fiscal Year 2008 budget of the Office of Insular Affairs. I thank
you for this opportunity to convey to you the importance of this funding for the ter-
ritory of American Samoa, our operations and our economic development. I also
want to greet and thank all of the Committee’s new members as well.

Introduction

American Samoa, located in the Central South Pacific is the only United States
territory south of the equator. The islands of eastern Samoa became part of the U.S.
in 1900 and 1904. A central premise of ceding eastern Samoa to the U.S. was to
preserve the rights and property of the islands’ indigenous inhabitants. American
Samoa’s constitution requires the government to protect persons of Samoan ancestry
from the alienation of their lands, protect against the destruction of the Samoan
way of life and language, and to encourage business enterprise among persons of
Samoan ancestry. American Samoa, in turn, ceded authority over its lands and
pledged its allegiance to the United States of America. The depth of our commit-
ment is evident today in the disproportionately high share and the contributions of
our people in the U.S. military, especially their dedicated service in past and cur-
rent wars.

Economic Development Conditions in American Samoa:

American Samoa has made extraordinary progress in recent decades, considering
it only began its own pursuit of modern development since the Second World War.
This 1s a relatively brief period from a development standpoint. In addition to build-
ing modern economic, education, health care and infrastructure systems, American
Samoa has essentially become self-governing under the general authority of the U.S.
Executive Office (DOI). However, we have a very long way to go. For example, our
per capita income is only about one-fifth the U.S. average, and poverty levels in
American Samoa are almost six times the national average. American Samoa also
suffers from high rates of substandard housing and our public services and facilities
remain well below U.S. standards.

At the same time, American Samoa is subject to the same forces that affect econo-
mies, large and small, throughout the world. Rising world trade and globalization,
as we often refer to it, is changing our economies dramatically as industries seek
lower and lower cost venues. American Samoa, however, does not have the options
that are available to major industrial economies. Our productivity, i.e. output per
worker, is only about one-fifth that of the U.S. average. In addition we have the
added issues of distance to markets and sources of supply and the diseconomies of
relatively small size which affects our labor force quantity and skill characteristics.
We do no have the development options that are available to most of the US.

On the other hand, we are not really a developing economy either (or less devel-
oped, if you prefer) in the sense that these terms are used to describe nations in
or bordering on abject poverty. Because of our relationship with the U.S. we have
had access to special advantages. We have received financial support, federal cor-
porate tax credits, and duty free access to U.S. markets and a special procedure for
establishing minimum wages. We have had the flexibility to operate our own cus-
toms and immigration. These benefits have helped us rise above the economic fate
thatldhas befallen island nations similarly endowed and situated throughout the
world.

These advantages were largely responsible for our ability to retain our tuna can-
nery industry for fifty years. Furthermore, the loss of these benefits threatens to
cause our cannery industry to seek lower cost locations elsewhere. Much of our suc-
cess to date has been based upon these benefits which are now rapidly disappearing
gr t}}reatened. There is nothing on the horizon or in the offing to replace these

enefits.

The departure of the canneries from American Samoa would wipe out one-half of
the total jobs in American Samoa directly and indirectly. This would be a catas-
trophe for any economy, but it would be worse for a small isolated area like Amer-
ican Samoa.

Furthermore, there could be very serious additional contingency costs for the Fed-
eral Government if the canneries were to leave American Samoa. The Federal Gov-
ernment would likely be petitioned for assistance to deal with very serious and pro-
tracted problems including unemployment, retraining, relocation assistance, busi-
ness failures, plummeting local revenues for essential public services and other
needs that could emerge in such an economic disaster.

Unfortunately, the threat to American Samoa’s economy does not end with the
revocation of corporate tax credits and the diminishing value of our duty free access
to the U.S. because of declining tariffs worldwide. There are pressures now to equal-
ize U.S. and American Samoa minimum wage rates. There is even talk of bringing
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American Samoa under U.S. Immigration, possibly even under U.S. Customs. These
are the characteristics that have helped us to succeed in economic development. If
we lose these special conditions, American Samoa could face insurmountable eco-
nomic development barriers in the future.

However, the U.S. Congress has taken notice of our plight and we are hopeful
that help is on the way. Last year in connection with the extension of our cannery
tax credit, the Congress provided in its report:

“The two-year credit allowed by the provision is intended to provide addi-
tional time for the development of a comprehensive, long-term economic pol-
icy toward American Samoa. It is expected that in developing a long-term
policy, non-tax policy alternatives should be carefully considered. It is ex-
pected that long-term policy toward the possessions should take into ac-
count the unique circumstances in each possession.”

I am concerned that we don’t know enough about what Congress wants except for
the few words in the Committee/staff report on the tax bill I just cited. We are hope-
ful that this opportunity is taken to examine the critical ways in which federal legis-
lation and policy affect American Samoa’s development including tax credits, the
minimum wage, immigration and customs, and a variety of other areas.

I hope that the American Samoa Government, American Samoa’s Congressional
Representative, and the Office of Insular Affairs will be part of the design and con-
guct of the preparation of a long-term economic development policy for American

amoa.

ASG Economic Development Programs:

For our part, we are working with you and the Department of Interior on tax
credit alternatives. We are also moving ahead on the cannery impact analysis which
will nail down cannery reduction impacts, remedial programs and redevelopment al-
ternatives. Additionally, in conjunction with the Office of Insular Affairs, my admin-
istration has submitted to our Representative, for his review, consideration and pos-
sible adoption, a proposal for a tax incentive package that we believe focuses on pro-
moting business investment within American Samoa. With the honorable Congress-
man’s help and the help of this Committee, a tax incentive package would attract
new businesses and help us overcome our disadvantages in distance, scarcity of
transportation and reliance on federal grants to fund basic services.

In addition to promoting federal tax incentives for businesses willing to invest in
American Samoa, ASG is pursuing a number of complementary initiatives such as
streamlining the business permitting and licensing process in order to make the in-
vestment climate more business friendly. Through technical assistance funding from
the Office of Insular Affairs, ASG will make the process of attaining a business li-
cense much simpler through electronic means. Additionally, the ASG will do away
with the inefficient waiting periods in order for multiple agencies to sign off on per-
mits by consolidating hearings and allowing for a “one-window” approach to elec-
tronically apply for licenses and permits through the internet and to electronically
attach and store licensing and permitting documentation. Approval of licenses and
permits will take place electronically, without sacrificing the safeguards that any
one agency provides.

ASG is also pursuing a number of new programs which will encourage investment
in the territory, including the establishment and administration of the territory’s
Low Income Housing Tax Credit Program, which has the potential to infuse eight-
een million grant-like dollars into the local economy and help foster our private con-
struction sector. And this is in addition to the provision of housing for our low-in-
come population. Through technical assistance funding, we hope to bring this pro-
gram into reality within the next two years.

These are only a few of the programs that ASG is able to pursue through the tech-
nical assistance funding available through the Office of Insular Affairs. This pro-
gram is invaluable to our development as a territory, and I express my whole-
hearted support for its continuation and expansion into the future.

Diversified Industries

American Samoa has had some success over the years in attracting diversified
manufacturing. Today, a key industry targeted for development is technology based
(e-Commerce) which depends on skilled workers and well-developed internet-based
communication systems.

We recognize and thank the Department of Interior, Office of Insular Affairs, for
its foresight in requesting funding for our undersea fiber-optic cable. In recent
times, American Samoa has entertained proposals from U.S. companies looking to
do business in the territory. The types of business contemplated by these companies
require broadband Internet capability that only a hard landline connection may
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provide. American Samoa has made it clear to the Office of Insular Affairs that we
are prepared to follow the recommendations of past economic advisory councils and
commissions, and pursue aggressively, any and all opportunities to cultivate e-com-
merce and export of services via information technology from American Samoa.

Among other economic development projects and proposals that are currently
being pursued are a local fish processing facility, co-ops for local fishermen and
farmers, and numerous niche markets within the Tourism industry.

Operational Grants

ASG receives direct operating grants from DOI of $22 million per year. I can as-
sure this Committee that these operational grants are absolutely vital to the well
being of our people. ASG’s only full-scale health care institution, the LBJ Tropical
Medical Center, and the Department of Education are the major recipients of the
operational grant funds.

The operations grants have not had a significant increase for over 2 decades. Dur-
ing that time, the population has doubled, and the cost of living has increased ap-
proximately sixty percent. American Samoa has struggled to maintain essential gov-
ernment services, but this can hardly be done given the state of the economy in
American Samoa.

Operations Maintenance Improvement Program (OMIP)

One of the biggest challenges that ASG deals with on a regular basis, especially
given the corrosive nature of a tropical environment, is maintenance and improve-
ment of facilities. Through the OMIP program, ASG is able to access funds that
would otherwise have to come from other portions of the ASG budget. Currently,
our own community college, ASCC, is availing itself of the opportunity to set up its
own maintenance program utilizing software that is currently being used in other
insular areas.

Capital Improvement Projects

Currently, American Samoa receives $10.5 million in CIP funding. This funding
is directly responsible for developing critical infrastructure in the territory. From
the construction of schools and hospital facilities, to the hardening of utilities which
aid in recovery following disasters, this funding is essential for developing the terri-
tory’s infrastructure and making the territory more attractive for development.
Again, it is my recommendation that this specific program be continued at its cur-
rent level, and if possible, expanded to increase the funding of additional necessary
infrastructure in the islands.

Island Fellows Program

Agencies of the American Samoa Government have benefitted directly from the
Office of Insular Affair’s Island Fellows Program. One agency in particular, the De-
velopment Bank of American Samoa, is especially satisfied with this program. Over
the past year, the Development Bank has increased the number of programs it ad-
ministers. The Bank encourages the continuation of this program which promotes
forward-thinking analysis by innovative young scholars as an aid to economic devel-
opment.

Special Industry Committees

Of particular interest in recent months is the special industry committee process
by which American Samoa’s minimum wages are set. As I have stated in the past,
it is the position of my administration that these special industry committees work
for our territory. They are responsive and they take into account the unique factors
presented by American Samoa’s fledgling economy. Unless and until a more respon-
sive and effective approach is proposed, I am asking this Committee for its support
in maintaining the special industry committee system for setting minimum wages
in American Samoa.

Conclusion

I once again thank you Mr. Chairman, as well as your distinguished colleagues
for the opportunity to speak here today. It is my fervent wish that you keep Amer-
ican Samoa’s plight in your thoughts as you consider the budget of the Office of In-
sular Affairs for the new fiscal year.

Soifua ma ia manuia.

Mrs. CHRISTENSEN. And now we will receive the testimony from
The Honorable Felix Camacho, the Governor of Guam.
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STATEMENT OF FELIX PEREZ CAMACHO,
GOVERNOR, GUAM

Governor CAMACHO. Madam Chair, thank you. And members of
this newly reestablished Subcommittee on Insular Affairs, I thank
you for this opportunity to present my testimony today which will
present Guam’s view on the work of the Office of Insular Affairs
and the support OIA has offered us, assisting us in the challenges
that face the Government of Guam, and, of course, the role of the
U.S. Department of Interior in our island’s future as we enter a pe-
riod of growth and extreme complexity.

I had a State of the Island address recently, and I mentioned
that the island is growing stronger, our economy and the state of
our island is strong. But despite that, we have many complex chal-
lenges that the anticipated increased military presence will bring.
And I am confident that OIA will be of invaluable assistance as we
partn%r with the Federal Government and DOD in this season of
growth.

I also would like to express my appreciation to David Cohen, Nik
Pula and other members of their staff of OIA. The Bush adminis-
tration’s proposal for Fiscal Year 2008 is roughly $403.8 million for
OIA. I believe it is a responsible budget, and one I believe will do
much to ensure that the territories of the insular areas are able to
further improve their respective government infrastructure and
economic diversification. I believe it is in those two areas that we
have really received much input.

As you know, Guam stands to benefit, of course, from the tech-
nical assistance programs to eradicate, as you mentioned earlier in
your opening statements, invasive species like the brown tree
snake. There has been very much success in the FMIP programs,
the Financial Management Improvement Programs, with our De-
partment of Administration and the technical assistance that has
been provided. The protection of our ecosystems, and I believe most
important is the hardening of our aging infrastructure systems is
where the greatest challenge will be. I, of course, have submitted
the testimony, so I think the record speaks for itself.

But Congresswoman Bordallo talked about—the question really
was, what is it we are going to do in the anticipation of the build-
up, you know, and others that it is going to be an extremely com-
plex issue and of a magnitude we have never seen before. There
is concern of its impact on the quality of life, of course, and our
ability to keep pace with the military development.

Our desire is to ensure that the development is mutually bene-
ficial. The challenge though, as we all know in the islands, is our
ability, our financial capacity to provide for infrastructure; on top
of that, the many demands placed upon us with other Federal
agencies. There may be Federal mandates that are unfunded, EITC
being one, consent decrees imposed upon us for the closure of a 60-
year-old dump, and the requirement of the building of a new one,
time management is not met, moneys that are not available, and
an almost impossible situation, it seems, at times.

That, of course, all faced with the realization that as the U.S. re-
aligns its forces throughout the world, the strategic importance and
significance of Guam is becoming abundantly clear. I look at all of
this as an opportunity, not a challenge, but really an opportunity
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for us to work together. We have had the ability of working with
OEA as an example, but Interior and the funding that is provided
there is going to be extremely critical.

Our Port Authority is one area that definitely has not had or
seen any type of improvement in its infrastructure for many years.
It receives 95 percent of all the goods. There is a $2 million loan
or grant that would be provided to purchase an additional gantry
crane. The impact on that not only in our local economy, but on the
capacity and the need for the military or DOD to bring in their
goods for growth and development is extremely highlighted.

So the challenges obviously remain—there are discretionary
fundings that are provided to deal with various issues at OIA, in-
cluding the compliance with the National Environmental Policy
Act, the transition of the Department’s financial and business man-
agement system.

Now, I mentioned earlier that the build-up of the U.S. military
on Guam is underway. Aside from infrastructure, challenges that
we face, of course, are going to be expected growth in population.
I anticipate that over the next 10 years, we are going to see a 12
to 15 percent growth in our population, and the stresses placed
upon it in health, education, public safety are going to be extremely
highlighted. So along with that, we talked about the water, waste-
water, power, transportation systems that have been identified,
and there is a need to maintain and improve the current or future
service levels.

As mentioned, because of our limited resources, individual agen-
cies within our government continue to seek funding sources or
availability. I have submitted a request to the Secretary of Interior
to create an Interagency Group on Insular Affairs Working Group
on Military Expansion. This would be in cooperation with the U.S.
Department of Defense’s Joint Guam Program Office, and I believe
that a combination of these two groups would be extremely bene-
ficial.

To put the notes aside, I also just wanted to talk briefly on your
concept of a bond bank, which can be utilized in the territories as
a vehicle for securing Federal guarantees for funding necessary to
prepare for and support the military expansion on our island. I
support this effort to pull the efforts of the territories together to
seek bond financing for specific issues like infrastructure develop-
ment. This bond bank would take much of the administrative work
normally reserved for economic development authorities in our
areas and would focus on working with borrowing communities or
institutions to ensure that the most advantageous financing options
are explored.

The bond bank is an attractive vehicle that is greatly needed for
our investors and can certainly bring about the projected $600- to
$800 million worth of needed improvements in our infrastructure
as a whole, and I ask that the committee supports the territories
in such an effort, and please know that this would greatly assist
Guam as the military is building up on both ends of our island.

I am truly appreciative of all the efforts that have been provided,
and as mentioned by my colleague, Governor Tulafono, this Sub-
committee and our ability to talk to you directly on the issues that
affect our islands I think is critical and much, much received.
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The islands, in closing, always face the challenges of financing,
and fragile economies that oftentimes our ability to deliver and pro-
vide for the quality of life and opportunities necessary for our peo-
ple are extremely and greatly challenged. But by working with you
and recognizing the uniqueness of island economies and govern-
ments, I believe that there are, as I mentioned, extreme opportuni-
ties to prosper. So I look forward to working with you, as men-
tioned earlier. The details of our testimony is provided here. But
again, I believe that Guam stands to benefit from this, and the
$403.8 million budget for OIA I believe, again, is a responsible one,
and would do much to ensure that the territories are able to fur-
ther improve our economies, both in infrastructure and quality of
life. So with that, I thank you very much for this opportunity.

[The prepared statement of Governor Camacho follows:]

Statement of The Honorable Felix Perez Camacho,
Governor of Guam

Mr. Chairman and Members of the Committee, thank you for inviting me to par-
ticipate in your hearing on the Fiscal Year 2008 Budget request for the Office of
Insular Affairs, U.S. Department of the Interior, specifically its impact on the island
of Guam for the coming year. My name is Felix Perez Camacho; I am the Governor
of Guam. My testimony today is to present to you Guam’s view on the work of the
Office of Insular Affairs, the support OIA has offered in assisting us through the
challenges that have faced the Government of Guam in providing basic services to
our people, and the role of the U.S. Department of the Interior in our island’s future
as we enter a period of prosperity.

Mr. Chairman, I would like to express my appreciation to you and to the members
of the Committee for holding this hearing to better understand the needs and con-
cerns of the Pacific Island Territories on this most important issue for the people
of Guam and our Pacific Island brothers and sisters.

Last week, I delivered my annual report on the State of the Island of Guam. It
offered a synopsis of the challenges we currently face, offered up realistic solutions
to get our island through what has been some tough financial times for the Govern-
ment of Guam, and, most importantly, where we are headed in the next year and
beyond. As I told my people and as I share with you here on Capitol Hill, the State
of our island is growing strong and will grow even stronger. Despite the challenges
that an increased military presence will bring, I am confident that the OIA will be
of invaluable assistance as we partner with the Federal Government in Guam’s Sea-
son of Transformation.

During my Administration I have been proud of the relationship that has been
established between the Office, its management and the great people who work ev-
eryday with the Government of Guam to ensure that federal money spent on our
island is done so wisely and with great attention to reporting its use back to Wash-
ington D.C.

I want to take this opportunity to commend Deputy Assistant Secretary of the
U.S. Department of the Interior David Cohen for his leadership of the Office of Insu-
lar Affairs. Mr. Cohen has been such a staunch advocate for the people of Guam
and it has been through his efforts that great progress has been made on our island
in the areas of accountability and in the capital improvements made over the past
four years.

Mr. Nik Pula and the staff of the Office of Insular Affairs have also been a tre-
mendous help. Their vision is in line with ours to bring about lasting change to the
programs we offer our people and to ensure that each dollar is protected and well
spent for the betterment of the people of Guam.

It has been the commitment to following the mandates as set out by Congress and
the unwavering support of the good men and women at the U.S. Department of the
Interior that have changed the perception of Guam to one that is responsible in the
administration of federal dollars and with a clear direction of where as a people and,
as citizens of this great nation.

The Bush Administration proposal for FY 2008 of $403.8 million for the Office of
Insular Affairs (OIA) is a responsible budget and one I believe will do much to en-
sure that the Territories of the Insular Areas are able to further improve their re-
spective government infrastructure and economic diversification.
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There is no question that the programs funded under the FY 2008 Budget Re-
quest will continue to result in long-term benefits throughout the territories and
Freely Associated States. I look with great interest in the more than $200 million
in Compact of Free Association Sector Grants that are included in the 2008 budget.
Guam stands to benefit from the more than $12 million in technical assistance pro-
grams to eradicate invasive species in the Western Pacific, strengthen the financial
management of our governments, protecting our reef ecosystems and hardening our
aging infrastructure systems.

There is one item of interest that this budget reflects and that is $2 million to
support the installation of an additional gantry crane at the Port Authority of
Guam. The Port Authority of Guam owns, controls and manages just over 1,000
acres of fast and submerged lands comprising Cabras Island (CI), which is a heavy
industrial area. The Sea port at Apra Harbor is the entry point for 95% of all goods
entering the island, and is a transshipment center for Micronesia with over 20 cargo
ships leaving outbound throughout the Western Pacific on a monthly basis. The port
also sees 200 port calls by vessels carrying containers annually, accommodates over
27,000 cruise passenger arrivals, 5 million barrels of fuel, up to 100 fuel tankers,
and 2,000 port calls by foreign fishing boats each year. This additional gantry crane
will continue to allow us to reap the benefits of trade between the United States
and Asia. It is critical to the further diversification of our economy through the Re-
gional Distribution Center initiative I am committed to implementing. This com-
pliments the Office of Insular Affairs mandate to improve the economies of our is-
lands and, to expand our economic base so that we will be less reliant on the lar-
gesse of the Federal Government. OIA is committed to seeing this initiative occur
and even supported it by providing with the initial grant for this project.

As the U.S. realigns its forces throughout the world, the strategic importance and
significance of Guam is becoming abundantly clear. With the repositioning of U.S.
forces and their dependents to Guam in the immediate years ahead, Guam’s Port
will be the first entity to feel and support the impact of this increase in the form
of construction materials and goods. These materials are immediate and essential
for the enormous buildup that will occur to accommodate our troops and their fami-
lies. The Port of Guam will also see an influx of household goods and consumer
goods as a result of our increased military population and their families. The $2 mil-
lion will contribute to a portion of the cost associated with the acquisition of a new
gantry crane, which will assist immediately with the importation of construction
materials related to the buildup of necessary.

The budget request also includes an increase in discretionary funding to deal with
various issues at OIA including compliance with the National Environmental Policy
Act and the transition of the Department’s Financial and Business Management
System. Just as the OIA has remained committed to promoting sound financial
management practices in the insular governments, encouraging private sector-led
economic development, and increasing Federal responsiveness to the unique needs
of island communities, their budget must reflect that.

This request comes as word of the buildup of the U.S. Military is underway on
Guam. With the increase of U.S. military assets to Guam expected over the next
10 years, the Government of Guam has begun the preparation to receive an esti-
mated 8,000 to 12,000 military personnel and their dependents. According to U.S.
Census Bureau estimates, Guam’s population is expected to increase from 168,564
in 2005 to 180,692 in 2010, without factoring any increase to the local military pop-
ulation by the United States Department of Defense. The increases are enough to
direct capital improvement in those locations expected to develop more rapidly in
the expansion as identified by military planners.

The Government of Guam’s 10-year Consolidated Infrastructure Improvement
Forecast has determined that much of the infrastructure throughout the island, in-
stalled following the Liberation of Guam from Japanese occupation in 1944, needs
to be completely replaced.

Other major water, wastewater, power and transportation systems projects have
been identified to maintain or improve current and future service levels. The im-
provements to the junctions that adjoin military and civilian facilities have also
been slated for improvement. Millions of dollars in capital improvement projects
have been identified in the civilian community, though we continue to seek for more
than half of those projects. Because of limited resources, individual agencies within
the Government of Guam continue to seek funding sources, including bond financ-
ing, to support projects that will improve the quality of life for all residents. The
Government of Guam is taking cost-cutting measures and approaches to maximize
the limited funding opportunities afforded the island as a U.S. Territory void of
natural resources.
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I have already asked the Secretary of the Interior to create an Interagency Group
on Insular Areas Working Group on Military Expansion. The U.S. Department of
the Interior Office of Insular Affairs, in cooperation with the U.S. Department of De-
fense Joint Guam Program Office, would lead the group. The group would ideally
include a number of federal government agencies and all relevant executive branch
divisions of the agencies to guide the Government of Guam and the island’s U.S.
military commands in understanding what is needed to respond to this tremendous
growth and the certain impacts to the Guam community now and into the future.
I believe that proceeding on a monthly basis, the working group would help in the
effort to address critical workforce needs and provide guidance in the completion of
%}1 expedited Capital Improvement Projects related to the military expansion in

uam.

This, in combination with funds from the U.S. Congress, public-private partner-
ships would also help the Government of Guam and Guam’s military partners in
securing the necessary funding to make the upgrades necessary in anticipation of
the increase in U.S. forces in Guam and improve the quality of life for both resi-
dents and military personnel. This issue will be further worked out as the Govern-
ment of Japan continues its efforts to assist with the $10 billion investment into
the military in the Western Pacific.

I believe that a bond bank can be utilized in the Territories as a vehicle for secur-
ing federal guarantees for funding necessary to prepare for and support the military
expansion on our island. I support this effort to pool the efforts of the territories
together to seek bond financing for specific issues like infrastructure development.
A bond bank would take much of the administrative work, normally reserved for
the economic development authorities in our areas, and would focus on working
with borrowing communities to ensure that the most advantageous financing op-
tions are explored. The bond bank is an attractive vehicle for investors and can
bring about the projected $600 to $800 million needed to improve our infrastructure
as a whole. I ask that the Committee support the Territories in such an effort and
please know that this would greatly assist Guam as the military is building up on
both ends of my island.

Summary

Mr. Chairman and members of the Committee, Guam continues to move ahead
together with our island brothers and sisters in Micronesia and the Western Pacific;
but there is so much more that can be done to ensure that Guam stays on a course
to prosperity. I share your values, your priorities and your concerns as leaders of
our great Nation and today, I ask you to stand with the people of Guam as we take
our island to new heights and to build a greater Guam better and stronger than
we've ever seen and firmly establish Guam as the showcase of our democracy.

Thank you for your attention. I am pleased to answer any questions.

Mrs. CHRISTENSEN. Secretary Cohen, welcome. We have just
taken testimony from the Governors, so what we will do now is we
will ask them some questions, and we will give you a chance to
catch your breath, if that is OK with you. Thank you.

And the Chair now recognizes myself for 5 minutes of ques-
tioning, and I will start. Governor Camacho, at the end of his testi-
mony spoke about the budget and feeling that it was a good budg-
et. Governor Tulafono, in your testimony, you talk about the value
of the Office of Insular Affairs in helping to promote economic de-
velopment in the territory, and you underscore the importance of
the technical assistance account, and your support for its continu-
ation and expansion. So given your experience with having to com-
pete with the other insular areas for technical assistance, have you
given any thought to what level you think that technical assistance
accounts ought to be funded at?

And if you have any comments, Governor Camacho, I would wel-
come yours as well.

Governor ToGIOLA. The technical assistance grant has been a
great vehicle to back us up in areas where we are not able to pro-
vide funding for critical needs in terms of studies and affecting
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some of the things that we need to promote ourselves. However,
the efforts are limited only by the fact that the fundings are lim-
ited.

I don’t know exactly how much would be adequate, but I do be-
lieve that in order to adequately address the needs, which there
are abundant from all the insular areas, that an extension of that
program is truly required.

Mrs. CHRISTENSEN. Governor Camacho, did you have any——

Governor CAMACHO. Certainly. Is there ever enough? No. And 1
think our challenge has always been recognizing that it is a limited
pool of resources that is competitive. How can we maximize these
technical assistance grants? And I believe that one area that we
have been successful, and I am very much appreciative of this tech-
nical assistance and the grants, has been in the Financial Manage-
ment Improvement Projects for the government. Both hardware
and technical assistance has enabled us, at least in the Department
of Administration, to get a better handle on our finances to cer-
tainly upgrade the infrastructure in that area, and I see a need to
expand greatly.

I believe that with innovation and technology, we can improve ef-
ficiencies, and this is not just in the financial management of our
accounts, but certainly in the reporting requirements and data nec-
essary that is required as grant moneys are given. So reporting is
certainly there.

Efficiency improvements in the area of health care, in public
safety and education are areas that I think with assistance grants,
that if we can improve on those areas, it certainly has long-lasting
impacts that are extremely beneficial.

As you know, we have received grant moneys also for invasive
species, and although it may be—it may seem that the brown tree
snake doesn’t have—it may be a joke, it seems, outside of Guam,
the impact it could have on neighboring islands and their fragile
tourism economies, even the State of Hawaii and the impact on ag-
riculture and livestock, it is tremendous. So when you think about
also the grants provided for our ecosystems upon which our tour-
ism industry depends on is very real.

The one area that we fall short of, I believe, is the hardening of
our aging infrastructure systems, and I talk about water power,
wastewater systems that are absolutely mandatory, necessary.
That is where the challenges are. And as I mentioned earlier, with
this bond bank as a financing vehicle, we need to be creative in
finding ways for the territories to seek additional funding outside
of the normal channels. It is always going to be a challenge for us
in finding ways to pay for it, and the ability of the local govern-
ments with restricted and limited budgets to pay for multimillion-
dollar improvements is always going to be very real and very, very
complex. Thank you.

Mrs. CHRISTENSEN. Since I am almost out of time, I will come
back on another round with some of my further questions.

At this point I will yield to the Ranking Member Mr. Fortuno for
5 minutes.

Mr. ForTUNO. Thank you, Madam Chairwoman. I commend you
for the hearing we are having today, and I want to thank both
Governors for your testimony.
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You both talked about the challenges the territories face. Per-
haps we have an 18th century solution to 21st century issues, and
that is what we are dealing with, and we are fully cognizant of that
fact over here on the dais as well.

If T may start with Governor Tulafono, you mentioned actually
report language on the tax package that was extended for another
2 years, and actually that report language is very explicit, I would
say, in terms of promoting that nontax policy alternatives be ex-
plored for any long-term economic development policies toward the
possessions. And actually I believe that is the mood of Congress re-
gardless of who is in the Majority or in the Minority. That is my
feeling here.

And you mentioned and stressed how important maintaining the
special industry committee processes for setting minimum wage
standards are. Could you expand further on those needs regarding
those special industry committee processes, please?

Governor ToGcioLA. We support the continuation of the special
committees because we believe the committees have been very re-
sponsive to the local conditions and the local situations. Imposition
of minimum wages that are conducive to economic conditions in the
United States are definitely not going to now work for American
Samoa, and the structure of this committee is such that an eco-
nomic study is done before the hearings. Our input is given as a
local government from a government’s point of view, and then the
participation of our community and the Federal Government in the
process of the committee itself lends for a very well-supported in-
vestigation of whether or not, you know, increases in the wages are
justifiable.

And I will say that ever since I have been involved with the proc-
ess, I found the committees to be very responsive to real situations
and to the real conditions of American Samoa, and their decisions
have been conducive to the supporting of the committee and what
they do. So in that regard, we believe that it is the only thing that
has proven to work for our situation at this point in time. Perhaps
in the future there might be some other process that may work bet-
ter, but for now, this is the thing that has been proven to work best
for us. So we would urge your support in continuing that for Amer-
ican Samoa.

Mr. ForTUNO. I understand.

Governor Perez Camacho, if I may, certainly this increase in the
number of military personnel in the next couple of years will create
some stress on the infrastructure, as you were mentioning, of
Guam. Could you expand a little bit further as to different exam-
ples of what you all are doing in preparing for the arrival of the
personnel and their dependents and all the assets that will be
there?

Governor CAMACHO. Thank you very much. Our Census Bureau
estimates that our population is expected to increase from roughly
168,000, which was in 2005, to roughly 180,000 by 2010. When you
add military personnel, an anticipated 8,000 to 12,000 Active Duty,
and when you throw in the support personnel and family members,
it could be anywhere from a total of an additional 17,000 to 24,000
personnel by 2014. So between 8 and 10 years from now, I think
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we can see that the population will grow between 12 and 15 per-
cent.

In anticipation of that growth, we are working closely with the
Office of Economic Adjustment, or OEA, working, of course, with
the Department of Interior, and ensuring that we have to im-
prove—we are going to be developing a master plan that would
cover infrastructure, water power, wastewater, all the infrastruc-
ture needs. We have also got a group together that is focusing on
the social impact for, of course, public safety, education and public
health. And by recognizing that we have to approach this in a very
deliberate and phased process, by developing a master plan that
would transcend administrations, recognizing I will be gone in 4
years and the new Governor will be there and legislature and other
leaders, a plan must be implemented, backed up by an organization
that will transcend politics and be there for the duration. We then
have to back this up with adequate funding.

The government to this day actually is still challenged in the
U.S. Supreme Court by a case that was brought against my admin-
istration from the now removed attorney general. We are antici-
pating a decision by June on our ability or authority to borrow on
the bond market anywhere up to $250 million, but that is just for
debt. The challenge will be how do we pay for infrastructure that
can be mutually beneficial to our civilian community and allow for
growth on the military end? We think that there are opportunities
there, but by working with OEA, by working with Interior, by
working with the Department of Defense and finding creative ways
through public-private partnerships, we can find ways to fund it,
but it is going to be a very, very deliberate, very well thought out
and complex issue. Something of this magnitude has never been
seen on Guam since World War II when we had to recover from
the effects of the Japanese invasion and, of course, liberation by
U.S. forces. So it is of that magnitude.

So it is with those efforts that we are going to proceed in a very
deliberate manner. But again, the challenges are, once we have
that master plan, finding a way to pay for it will be the biggest
challenge.

Mr. FOrRTUNO. Thank you. And I am sorry we went over time.

Mrs. CHRISTENSEN. That is all right.

The Chair now recognizes Ms. Bordallo for 5 minutes.

Ms. BORDALLO. Thank you, Madam Chairman.

First of all, Governor Camacho, thank you for your comments on
the bond bank. I do agree with you and the military build-up. It
is an opportunity. And there are challenges, and I think working
together, we are going to be able to survive all of the challenges.

I have one question here for you. Is the reconciliation process for
Section 30 funds adequate from your standpoint? And are the Fed-
eral agencies forthright in