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The major issue in the 2007 financial statements is the allowance of $13.5 million being set up to cover 
the Department of Public Works past due streetlight receivable.  The amount is not being written off 
from the Guam Power Authority’s books, but a reserve is being established in the event the payment is 
written off at some point in the future.  During the period from 1997 to 2002, four government accounts 
(the Guam Waterworks Authority, the Guam Public Schools System, the Guam Memorial Hospital 
Authority, and the Department of Public Works – Streetlights) accumulated significant balances in their 
liabilities owed to the Guam Power Authority (GPA).  Because of the close relationship of the Authority 
to the four agencies (they all reported to the same Governor), it was very difficult for GPA to disconnect 
the power and demand payment.   
 
It is believed that one of the primary motivations of the Guam Legislature in creating the Consolidated 
Commission on Utilities (CCU) was to create an independent body that was not directly accountable to 
the governor and did not have the same conflict as prior boards.  When the Consolidated Commission on 
Utilities first took office in 2003, this receivable was a significant issue and the Commissioners 
immediately brought the matter to the attention of the Governor of Guam and the Legislature.  An 
agreement was reached wherein the past due billings would be paid from the proceeds of a general 
obligation bond and future bills would be paid on a current basis.  The CCU was successful in getting 
the governor and the legislature to include the receivable as part of a planned bond financing.  When that 
happened, the auditors were satisfied that there was a potential payment source for the receivable.  
However, when the bond indenture agreement was brought to the Office of the Attorney General (AG) 
for signature as to the legality of the documents, the AG refused to sign as a result of concerns that the 
Government of Guam may have reached its maximum debt limitation.  The Governor filed a writ of 
mandamus in the Superior Court of Guam and won, however the AG appealed to the ninth circuit court 
and later to the U.S. Supreme Court.  Each year since the general obligation bond legislation was signed 
into law, an uncertainty with regard to the valuation of the receivable was included in the audit report on 
the GPA’s financial statements.  If the court found that the government had the authority to issue the 
bonds, there would be a viable repayment source.  If the court found that the Government of Guam’s 
debt capacity had been reached, then the only evidence of repayment would be the existing track record 
of non-payment by the government. 
 
Because of the delays experienced by the judicial appeal process, GPA sought other means to collect the 
past due receivables.  The Guam Waterworks Authority had a surcharge created to enable it to paydown 
its liability to GPA and payments began in 2003.  In 2003, GPA negotiated a promissory note with the 
Guam Public School System which has been paid on a current basis since inception.  GPA renegotiated 
a promissory note with the Guam Memorial Hospital Authority – this note was paid in full in 2007.  
However, GPA has not been able to enter into a promissory note for payment of past due streetlight 
billings.   
 
The court finally ruled in May 2007 and essentially placed the ability to borrow in the hands of local 
elected officials.  However, in November 2007, a bond was finally issued that did not include payment 
of the receivable.  That action removed the bond issuance as the payment source of the receivable.  
When the auditors were evaluating the probability of collecting the amount, they were unable to find 
sufficient evidence of collectability.  The major fact was that only about $1.6 million of the receivable 
had been paid by the government in the last five years.  For all other receivables, GPA maintain a bad 
debt reserve (allowance for doubtful accounts) if the amount is outstanding for more than 6 months. 
 Because these amounts have been outstanding since 2002, GPA concurred with the auditors that the full 
amount of this receivable should be reserved.  
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The Authority has worked through this issue with its bond counsel and has determined there are two 
pertinent issues which preclude this situation from being in conflict with GPA’s no free service clause in 
its bond indenture agreement: 
 

1) The government has remained essentially current on its streetlight billings since February 2003.  
With a five year track record of paying current bills on current basis, it is likely that future 
billings will continue to be paid on a current basis; and 

2) GPA and the CCU are vigorously committed to ensuring the receivable is paid in full by the 
government of Guam. 

 
In its recent base rate petition, the CCU directed GPA to petition the Public Utilities Commission for a 
credit surcharge wherein GPA would file its cash based petition for a revenue adjustment assuming that 
no funds are collected by GPA for streetlight payments, however, in the event payments were made, 
they would be credited back to rate payers thereby reducing their monthly billings.  It was the 
announcement of this surcharge plan that led to the payment of $1.6 million discussed above. 
 
Additionally, there has been legislation proposed providing options to the Governor to address this issue.  
There have been other bills introduced in the legislature addressing the issue of past due billings owed to 
GPA.    
 
The Public Utilities Commission has also made this matter a significant agenda item.  In addition to the 
Commission tying the paydown of the receivable to the recently approved base rate increase, the 
Commission is exploring alternatives to create a surcharge wherein this amount would be repaid by the 
other line agencies of the government of Guam.    
 
Although establishment of the allowance for this receivable has a significant impact on GPA’s financial 
statements, stakeholders should keep the following in mind: 
 
1) This is a one time adjustment to GPA’s financial statements and will not have negative impact in 

future years (all recoveries from the receivable will be recorded as additional revenue to the 
Authority) 

2) The receivables in question were built up from 1997 to 2002.  The CCU and GPA have ensured all 
billings since the new governance took office are paid on a timely basis. 

3) The amount is being added to the allowance for doubtful accounts but is not being written off of 
GPA’s books and GPA and the CCU are continuing to vigorously contest for payment of the 
amount. 

4) The Governor of Guam, the Guam Legislature, and the Public Utilities Commission are all 
committed to ensuring this obligation is repaid to the Authority. 

 
 
Increasing Cost of Fuel 
 
The most significant operating issue facing the Authority continues to be the challenges related to the 
rising cost of fuel.  As a 100% fossil fuel based utility, GPA customers have been significantly 
negatively impacted by the increase in world wide oil prices.  The chart below shows the increase in 
spot market prices of the high sulfur fuel oil used in GPA’s baseload plants: 
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Platt's Fuel Price Activity HSFO 180 CST
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The following chart describes the kiloWatt hour sales of the Utility over the last two years:  

 

 

Sales Activity (kWh)
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As a result of these increases, GPA has seen the impact of the elasticity of demand for power on the 
island as GPA customers have been taking whatever measures are possible to reduce their power 
consumption.  Below is a graph of power usage by customer for the residential class: 
 

Residential Sales Analysis
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The graph indicates that even though the trend has been for residential customers to conserve energy 
used in the home, there is an offset in that the number of residential customers which has been growing 
at the annual rate of approximately 2.6% over the last 20 months.   
 
Military Buildup 
 
The Guam Power Authority completed a 20 year revenue forecast during the fiscal year.  The forecast is 
predicting significant sales growth over the next five to seven years due largely to the impending 
military buildup scheduled to take place on the island.  Some estimates have indicated that up to $15 
billion will be invested in the island by the U.S. Department of Defense (DOD), approximately 8,000 
marines will be re-located to the island along with approximately 9,000 support staff.  GPA currently 
has substantial excess generating capacity on the island which should provide a planning buffer for the 
Authority in which to assess and address the electric power needs of the DOD.   
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Rate Increase 
 
GPA has been trying to hold off on rate increases until the Authority begins to see the impact of the 
military buildup.  However, during the year, it was determined that the slow sales growth caused by the 
increased cost of fuel and drain on GPA’s cash flow of the carrying cost of fuel inventory stocks are 
requiring GPA to petition for a rate increase.  GPA petitioned for a two phased rate increase with the 
first increase going into effect March 1 and the second phase going into effect June 1, 2009.  GPA 
believes these increases will address GPA’s cash issues and will enable the Authority to regain its 
investment grade bond rating. 
 
Integrated Resource Planning 
 
As the price of fuel continues to increase, alternative sources of energy are becoming more and more 
feasible to the Authority to explore.  GPA is currently conducting an integrated resource plan to assist in 
planning to meet the needs of the island and to explore opportunities for diversification of its generation 
mix.  This study is scheduled to be completed in July 2008.   
 
Capital and Financing Activities 
 
Due to GPA’s cash flow limitations, GPA’s capital projects were limited to new connections to the 
power system and some critical refurbishments at GPA’s base load generating plants. GPA is not 
anticipating any major financing activities until fiscal year 2010. 
 
For additional information on capital activities, please refer to Note 17. Please also refer to Note 5 and 6 
for additional information concerning GPA’s debt. 
 
Financial Highlights 
 
Table 1 highlights financial comparisons between Fiscal Years 2004 through 2006. Increases in 
revenues and operating expenses are indicative of increased fuel charges and costs. 
 
Table 1, Financial Data (in millions of dollars) 
 

M I L L I O N S   O F   D O L L A R S 2007 2006 2005
Assets
     Current Assets 162.0           151.2$         143.9$         
     Non-current investments 27.5             27.5             27.5             
     Other non-current Assets 32.3             49.6             45.3             
Utility Plant 534.3           551.6           553.1           
Liabilities
     Current Liabilities 80.2             82.5             64.3             
      Non-current Liabilities 533.9           547.3           553.8           
Net Assets
     Invested in capital assets net of related debt 14.9             21.5             13.1             
     Restricted 52.6             51.5             54.4             
     Unrestricted 74.5             77.1             84.3              
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Results of Operations 
 

M I L L I O N S   O F   D O L L A R S 2007 2006 2005
Revenues 308.0           290.2$         247.0$         
Total Operating and Maintenance expense 272.5           255.8           210.0           
Operating earnings 35.5             34.4             37.0             
Interest income 4.2               4.4               3.6               
Other revenues and (expense) (50.7)            (42.6)            (37.8)            
Loss before capital contributions (11.0)            (3.8)              (0.8)              
Capital contributions 2.9               2.1               1.4               
(Decrease) increase in net assets (8.1)              (1.7)              0.6                
 
Analysis of Variances 
 
Current Assets increased at the end of FY2007 due to a fuel payment that was due the first week of 
FY2008.  Actual activity is somewhat flat over the three year period. 
 
Other Non-Current Assets decreased mostly as a result of the allowance for the Department of Public 
Works receivable. 
 
Utility in Plant decreased as a result of decreased funds available for capital improvement projects. 
 
Non-Current Liabilities are decreasing due mostly to normal amortizations of bonds and other debt 
agreements. 
 
Revenues and Operating Expenses increased due mostly to the increased cost of fuel which is passed on 
to ratepayers through the Levelized Energy Adjustment Clause, which keeps GPA whole for fuel costs. 
 
Other Revenues and Expenses are impacted by the creation of a $4.5 million Regulatory Asset by the 
Guam Public Utilities Commission to enable GPA to recover funds expended in recent natural disasters 
but not recovered from insurance or the Federal Emergency Management Agency. 
 
The Loss Before Capital Contributions and the Net Decrease in Net Assets is due to the $13.4 million 
allowance for doubtful accounts established for the streetlight receivable due from the Department of 
Public Works. 
 
Regional Rate Comparisons 
 
GPA continues to derive a 97-99% of energy production from its baseload generating units.  This has 
enabled GPA to remain very competitive with other utilities with regard to the price of energy sold.  The 
chart below reflects GPA’s rates compared with other utilities in the region: 
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Regional Residential Rates
• http://www.guampowerauthority.com/rates/comparisons.html
• Guam Power Authority rates are very competitive with those of 

other regional utilities
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Contacting GPA’s Financial Management 
 
The Management Discussion and Analysis report is intended to provide information concerning known 
facts and conditions affecting the Authority’s operations. This financial report is designed to provide a 
general overview of the Authority’s finances and to demonstrate the Authority’s accountability for the 
funds it receives and expends. 
 
Management’s Discussion and Analysis for the years ended September 30, 2006 and 2005 is set forth in 
the Authority’s report on the audit of financial statements which is dated March 28, 2007. That 
Discussion and Analysis explains in more detail major factors impacting the 2006 and 2005 financial 
statements. A copy of that report can be obtained by contacting the Financial Controller or from the 
Authority’s website at the addresses noted below. 
 
For additional information about this report, please contact Mr. Randy Wiegand, Chief Financial 
Officer, Guam Power Authority, P.O. Box 2977, Hagatna, Guam 96932-2977 or visit the website at 
www.guampowerauthority.com. 
































































