GUAM POWER AUTHORITY %56 [“ocB

ATURIDAT ILEKTRESEDAT GUAHAN . I e o
P.O.BOX 2977 » HAGATNA. GUAM U.S.A. 969329977 Ak e, Pose M B
RE c)! IVED

m‘u%
Guam Power Authority % ZoPd?L(
S

Overview

Established in 1968, the Guam Power Authority (GPA) is a public corporation and autonomous
instrumentality of the Government of Guam. The Consolidated Commission on Utilities (CCU) comprised of
an elected five-member board of directors provides governance over GPA. Owning assets of $955M, GPA
employs a workforce of 467 and serves approximately 52,000 customers.

The Guam Public Utilities Commission {(PUC) regulates GPA rates. It holds rate oversight authority including
review of all GPA contracts impacting rates and charges. GPA has adopted the Uniform System of Accounts
prescribed by the Federal Energy Regulatory Commission (FERC). GPA continually works to improve its credit
worthiness and maintain an investment grade rating from the Moody’s, Standard & Poor’s and Fitch, U.S.
bond rating agencies. ~

As Guam'’s sole electric power utility, GPA supports Guam’s economy with conventional and renewable =
electrical energy. Guam’s island wide power system (IWPS) consists of transmission, distribution, and :
generation infrastructure operated by GPA and contractors including: 429 megawatts (MW) of installed o
generation capacity, 1,827 miles of transmission and distribution lines, and 29 substations. Through a -
Power Purchase Agreement, GPA buys 26.5-megawatts of solar energy produced by the NRG Solar Dandan b
LLC plant. Additionally, a 100 percent, federally funded 275-kilowatt Vergnet wind turbine also provides low
cost electricity to the grid.

<
GPA has awarded low-cost public-private solar photovoltaic renewable energy contracts that will supply Q%
about 25 percent of Guam’s electricity by 2021. A planned addition of 180 megawatts of new, flexible base
load generation capacity by 2022 will allow GPA to meet future Guam load growth, as well as facilitate
significantly more renewable energy sources to the IWPS. GPA is working to achieve a 50 percent renewable
energy portfolio before 2030, providing a significant hedge against erratic fuel oil prices. Utility-scale energy
storage battery additions will also allow GPA to capture the sun’s energy during the day and use the energy
during evening peak hours to reduce costs to ratepayers. GPA’s utility-scale renewable and battery energy
storage system (BESS) projects have gained attention world-wide.

Committed to providing affordable and reliable power, GPA maintains the lowest rates compared to other
neighboring Pacific islands at an average rate of 20.56 cents per kWh in 2017. GPA’s Energy Sense Program
has paid over $2,205,150 of energy efficient appliance rebates, launched the Bringing Energy Savings To
(BEST) Schools Program, large Customer Utility Energy Services Program, and operates two Nissan Leaf
Electric Vehicles (EV).

The Guam Power Authority is a member of the American Public Power Association, a Washington D.C.,
based service organization representing 2,011 community-owned electric utilities in 49 states and 5 U.S.

territories. Collectively, public-power utilities service more than 49 million Americans. In 2017, GPA ranked
63" in the top 100 public power utilities by number of customers, and 37th in revenues.
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GPA VISION
GPA will be the best utility

providing outstanding energy

solutions to our island
community.

Mr. John J.E. Kim, CPA
Chief Financial Officer

The Guam Power Authority (GPA) was created in 1968 as a public corporation and
autonomous instrumentality of the Government of Guam. GPA is governed by the
Consolidated Commission of Utilities (CCU) comprised of five elected members.
GPA is also subject to the regulation of the Guam Public Utilities Commission
(GPUC), and has adopted the Uniform System of Accounts prescribed by the
Federal Energy Regulatory Commission (FERC). The Authority has total assets
of $955M and a workforce of 467 employees. Guam Power Authority has 420
megawatts of installed generation capacity, owns 1,827 miles of transmission and
distribution lines and operates and maintains 29 substations, a 26.5 megawatt
solar farm and 275KW wind turbine. Steadfastly committed to energy production
and fuel diversification, GPA continues to work towards its goal of 50 percent
energy from cost-effective renewable sources by 2028, and bringing natural gas
to Guam.

As of September 30, 2017 GPA serves 50,843 customers comprised of residen-
tial, commercial, Government of Guam, and GPA’s largest customer, the U.S.
Navy. GPA has established six strategic measures including superior customer
service. The Authority has installed smart meters and online tools to help custom-
ers understand and manage their energy use, including the online website “My
Energy Guam,” which provides residential customers these capabilities; and the
online “Bizconnect” tool serving non-residential customers.

Committed to prov1d|ng affordable and reliable power to the people of Guam GPA
maintains the lowest rates compared to other neighboring Pacific islands as shown
in the table below. GPA’s system average rate of 20.56 cents per kWh in 2017, was
just slightly higher than the 2016 rate of 19.7 cents per kWh.

GPA Systems Average Rate § Pacific Region Rate Comparison
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OUR PROGRESS

KEY STRATEGIES

Doc. No. 35GL-19-0045.

Station power dropped by 0.03% from 3.77% to
8.74%. Reducfion in station power results in fuel
savings.

Line losses remained at 4.55%. Reduction in line losses
results in lower fuel expenses.

The CCU Board and GPA Management remain
committed to reducing operafing costs by maintaining
levels of FTEs and rec?ucing overfime expenditures.

GPA paid out $560,000 in Energy Sense
Rebates to customers for purchasing approved
energy efficient appliances.

GPA launched additional payment opfions for
customers including Pay-By-Phone, Online
payments, Mobile APP payments and ACH
payments.

Dededo Combustion Turbine Units 1&2 returned
o service, contributing 40 megawats of standby
generating capacity.

Completed Cabras Unit 2 annudl turbine and
boiler overhaul maintenance work.

Completed major refurbishment of Cabras
T308), Piti éT700), Tamuning (T51), and

acheche (190} power transformers.

71 days unrestricted cash.
Debt service coverage of 2.65x.

GPA maintained its current rafings:
S&P-BBB/Stable
Moody's-Baa2/Negative
Fitch-BBB-/Stable

Fifteen (15) apprentices completed GPA's 4th

Cycle Graduate Apprentice Program.
Provided training and contfinuing education

benefits to all employees.

Launched new Android and iOS Mobile
Payment APP.

Upgraded MYENERGYGUAM.COM.

On-going and continuous review of all security
processes and network systems to ensure
customer data security.




FY 2017

Residential
Residential 125,932 125,023 105533 92,057 100,602 9%

Commercial
Commercial | 14]% 171805 145,356 120186 126,306 6%

Government
Government | 64072 62311 53710 45460 48,761 7%

Navy
Navy 84,899 7538 61586 49193 54,905 1%
Other 17881 9317 14,691 8900 477% 437% Other

GPA's revenue increased by 20% from the prior year. The increase is due to the increase in peak demand of electricity and customer consumption, and fo the increase in the global fuel
rice. Decline of sales in the ljlpricr year is due to conservation efforts of the customers, efficiencies in household appliances and also to the growing number of net metering customers.
ncrease in other income and extraordinary revenues was due to the Cabras 384 explosion insurance recovery.

FY 2017

Production
SRR CS el 2 : sy Fuel
:{:fu‘:ﬁon 5473 miis 204136 146,340 166426 4% IPP and Other
Production Costs

[PP.and Other 273 | 3997 3483 32635 37697 16%

Production Costs Transmission and

Distribution

Transmission and
13,368 12950 1170 10817 11,750 %
Distribution 2 Administrative

L and General
Seminstrafive 359 | ;34 | A8 | ed6 | 344 | 3%
Customer
il sl 399 | 479 | s | 405 | 2% Accounting

Depreciation and
Amortization

Aoprecatonand | aise | %99 | oa%s | MM | Mm%

Interest and Other
Expenses

Droner T gy | 475 | a3 | s | BI0 | 3%

GPA's expenses slightly increased from Fiscal Year 2016. The increase of Production fuel is due to the increase in the global fuel prices. The increase in the IPP and other production cost
is due to the new capital lease agreement with Aggreko which started on January 2017,

§1,200,000
$1,000,000
o _ s
Assets and Deferred Outflow » 888435 | 955488 8% 5600000
Liabilities and Deferred Inflow 826,612 845,311 s
Net Position 083 | 0w | 78% N
Assets are the economic resource(s) which GPA controls. Deferred outflow is $200,000
the consumption of the assets of the company to be reported in the future
period. Liabilities and Deferred inflow are the acquisition of the assets of the 5O mir s e
company that should be recorded in the future period. Net position is the 2016 2017

residual of the two elements.
a otihe fwo elemenis Ml Assets and Deferred Outflow Ml Liabilities and Deferred Inflow © Net Position

Al Financil et of 684 areinfine with th Misson Vision and Goals etabishd by the Authorty. GBS financial tatements orfsal year 2017 received a clean opiion From the audtos ofDelite & Touch. A comprehensive Financalstatement of GPA may be viewed onfine o v quampowerauthortycom
Doc. No. 35GL-19-0045.



OUR FUTURE CHALLENGES
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progress)

GPA continues to make considerable progress on its Clean Power Initiative.

Clean Power Means Cleaner Air
Non-compliance with USEPA'S RICE MACT and EGU MACT affects over 200 MW of capagcity. Our @ 2018
compliance plan transitions generation from residual fuel oil-burning generation to dual-fuel
capabilities using clean fuels including ultralow sulfur diesel (ULSD) and natural gas while installing Achieve American
clean, low-cost utility-scale renewable energy. The combination of renewable energy, cleaner fuel, Public Power
Association

and more efficient, fiexible generation dramatically improves air quality along the southwest 0
le. Installing new flexible generation designation as a

northwestern coast of Guam and keeps power affordab
enables integration of more low-cost, utility-scale renewable energy allowing GPA to reduce and Reliable Power
Provider

stabilize LEAC rates.

Glean Power Means Good Power Always and Power When You Want it Commission a Execute Renewable

Clean power means reliable, resilient power that is safe for customers and their equipment. The 40MW/22MW Integration/Long

island wide power system is monitored and controlled to eliminate voltage sags, swells, or surges battery Energy Range Transmission

and ensure system reliability. Faulty equipment and system issues are identified, fixed, or replaced (Sé‘érgg)east)?tffp : Plan (2018 to 2023)
aloToro

ower quality problems. Customer outages areé located (
es include accelerated vegetation and Agana (online
rid Analytics Program, and Predictive in late 2018)

pefore they cause customer outages or p
and responded to before the customer calls. Ongoing activiti
management and an infrared Analysis Program, Advanced G

T&D Maintenance Program.

Clean Power Means Affordable Power @ 2019

Fuel diversification using ULSD, natural gas, and renewable energy sources reduces and stabiliz- Establish 3

os fuel costs (LEAC). Demand-side Management (DSM) programs help manage joad growth stablish a complex Supervisory
Control and Data Acquisition

reducing expansion of generation, transmission & distribution (T&D) systems and need for

additional staff. DSM has paid out over $1.5 million energy sense rebates since December 2015. (SCADA) system and Automation
While expanding its rebate program, Generation Control
customers to help them become more officient. GPA champions e

forecasts indicate by the mid 20’s, EVs will cost less than gas ones. Energy sales growth for EV

GPA is working with UOG, GDOE, the Navy, and other large
lectric vehicles (EVs). Industry
charging will allow GPA to lower its base rate. GPA has been rightsizing its workforce; from 524 at @ 2021
will continue to right-size as the Cabras 1,2,3 &4 Addition of new Convert RFO Fuel

the start of FY 2014 to 463 FTES today. GPA
Units are retired and invest in productivity enhancing technologies such as smart grid. GPA has 180MW base load el
reduced overtime from $3.7M annually 10 $1.4M. GPA's bond refinancing reduces debt service by power plant (Iact):aa tsc)tcl)Jri?aeLivF;lgilllfTﬁs

$500,000/year. GPA actively seeks ways 0 cut costs including leveraging information and 2021) Diesel F
intelligent business systems to modernize aging bulk power infrastructure and achieve operational esel Fuel (ULSD)
excelience. GPA continues to improve its oreditworthiness and maintain its investment grade e vy B . vert Piti 8
status ensuring access to inexpensive capital. GPA's competitive advantage is its transmission x5 B Fr I‘(I) &9to
and distribution system. GPA plans and executes least-cost plan for upgrading and replacing , 20 21‘_2“% peration

legacy equipment and improving infrastructure.

Clean Power Means Enhancing Customer Engagement
Customers expect higher levels of electric service quality and engagement. GPA is finding better

ways to engage, inform, communicate, and satisfy customers. As customers now increasingly
engage by using technology and social media, GPA is making every effort to exceed customer

expectations.
Integrate 160 MW

m Utility Scale Solar
% with Renewable

OHr\(l;M BErlxlhAAVENTE, PE. Integration (RI-ESS)
eneral Manager and Energy-Shifting
ESS
m o ) B - N Initiate LNG
Infrastructure and
Supply
Retire Cabras Units
ﬂ www.facebook.com/GuamPowerAuthority f(-oj] gpa_juan_power ba2es
www.guampowerauthority.com @
We wa'nt to healr from you. Please contact GPA and let us know what 2 0 2 5
o mformatmn we can lprovide to you in our future reports: i
ohn J.E. Kim, GPA Chief Financial Officer (671) 648-3119/648-3066 or IErsct)zb“?'h 50f% G;A Sk
uction from Renewable

via email at jkim@gpagwa.com S (2025
ources (2025 - 2030)
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MISSION STATEMENT

Provide reliable electrical services as
economically, efficiently and safely as possible
in a courteous and professional manner
to the ratepayers of Guam.
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“GPA has aggressively
diversified our energy
sources that best fit
our island through

economically sound and
best-practiced principles in

V/4

the industry.

Governor Eddie Baza Calvo




SUPPORTING 50 YEARS OF GROWTH & PROSPERITY

Buenas yan Hafa Adai! The Guam Power Authority commemorates its 50" year
of existence as Guam’s sole public-power electric utility working to provide safe,
reliable, affordable, and environmentally responsible electricity to its ratepayers.
Throughout its history, GPA supported the needs of our island’s economy with
conventional generation that were the most efficient and reliable for its time.

Today, GPA has aggressively diversified our energy sources that best fit our
island through economically sound and best-practiced principles in the industry.
Such achievements include public/private solar generation, battery storage
partnerships in resolving infrequent outages, and reduced the need for more fossil
fired generators during peak hours. GPA has also partnered with the U.S. Navy
for more renewable energy projects that will ultimately benefit our island
community.

We thank the thousands of GPA retirees, current employees, and their family
members for their dedication and support throughout a half century of service to

Guam and our people.

Si Yu'us Ma’ase’!

DIE BAZA CALVO égé EEEORIO

i

Ricardo J. Bordallo Governor’s Complex = Adelup, Guam 96910 Tel: (671) 472-8931 = Fax: (671) 477-4826 * governor.guam.goy * calendar.guam.gov

— = o—
i3l Eddie Baza Calvo @eddiebazacalvo g@govamorcalvo éﬂ'; governorofguam
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Guam Power Authority | Guam Waterworks Authority Vil
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Secretary
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(671) 648-3002 | guamccu.org

Simon A. Sanchez |l
Member

Message from the Chairman

GPA's 50th Anniversary
Proclamation Signing
5/8/18

To GPA’s Valued Customers:

May 8, 2018, marks 50 years of service by the Guam Power Authority (GPA) to the people of Guam—>50 years
of challenges, struggles, successes and service by the men and women of GPA who are mothers, fathers, sisters,
brothers, parents and friends of the people they serve. It also marks 50 years of service provided to all the people
of Guam: Chamorrros, Filipinos, Micronesians, Guamanians, military service members and our visitors.

I encourage the men and women of the Guam Power Authority to continue this rich history of service not just
with their heads—their intelligence and knowledge; or with their hands—their skills and competence, but most
importantly with their hearts, every moment of every day during good or bad weather.

May our island continue to be blessed with our ‘Hafa Adai’ spirit.

On behalf of my fellow CCU Commissioners, thank you.

UT-e—

Joseph “Joey’ T. Duenas
Chairman
Consolidate Commission on Utilities

Doc. No. 35GL-19-0045.
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Message from the General Manager

Buenas yan Hafa Adai,

Our annual report for Fiscal Year 2017 is the story of the completion of 49 years of meeting our island’s energy
needs. It is an exciting story and it belongs to all of us. As ratepayers, we are the true owners of the Guam Power

Authority.

On your behalf, we serve our mission of providing safe, reliable, affordable and environmentally responsible elec-
tricity to all. We are truly committed to developing solutions that will be fair and equitable to all ratepayers, while
allowing GPA to maintain a reliable energy grid to power our island’s needs today and in the future.

We are proud of the progress and accomplishments made this year. Much of the work that has been done in recent
years is realized today in the stabilization of the “bottom line’ you see on your monthly energy statement. We have
avoided or minimized rate increases by employing cost-cutting measures including reductions in manpower and
overtime expenditures. In 2017, GPA employed 475 employees and reduced its overtime costs from $3.7 million
down to $1.4 million.

GPA’s greatest challenge continues to be holding down rates, subject to the rise and fall of fuel oil prices on the
world market. Approximately 80 percent of the $25.5 million increase from FY 2016 to FY 2017 was due to the
increases in fuel oil costs, which is beyond our control.

As you will see in this report, GPA made significant progress toward adding more renewable energy to the island
wide power system and has laid the groundwork for a new base load power plant to serve the entire island, expected
to come on-line in late 2022. The combination of renewables and the new base load power plant’s dual fuel capa-
bilities will help ensure that Guam does not again experience the financial impacts caused by $100 per barrel oil
prices experienced in the past.

Our progress comes through the efforts of the governance of the Consolidated Commission on Utilities and the
oversight of the Guam Public Utilities Commission, as well as the dedicated work of GPA’s employees who are
committed to delivering improvements for the benefit of all GPA ratepayers.

Let us always remain mindful that our efforts not only support a prosperous economy and improved quality of life
for all, but also preserve the natural resources and a clean environment for Guam. We at GPA thank you for the
honor of serving you and we look forward to a bright future.

Senseramente,

John M. Benavente, P.E.
General Manager

Doc. No. 35GL-19-0045.



GPA’s Leap Forward

Fiscal Year 2017 was animportant
year for the future of our people,
our island and our power.

For the past decade the Guam Power Authority

b‘“ER ] ll;

'$4 %o has been focused on developing sources of
(3 : . . . .
§ 7 clean, alternative energy, continuing to in-
A4 7% - ore - e
T - crease the reliability of our service, and mini-

mizing rate increases. Much progress has been
made in these areas.

In the past ten years we have successfully add-
ed both solar and wind sources to the Island
Wide Power System. We have buried main lines
underground and instituted other technology
to increase the reliability of our service. And we
have stabilized our fuel expenditures through
the LEAC which in turn has stabilized our cus-
tomers’ monthly charges.

OURISLAND

1
*

i

" OURPEOPLE

4




"fNew Base Load Power Plant

In FY2017 the Consolidated Commission
on Utilities (CCU) was authorized by the
Guam Public Utilities Commission (PUC)
to build a new base load power plant that
will provide up to 180 megawatts.

The new power plant will be environ-
mentally friendly. The plant will use sev-
eral types of cleaner fuels allowing GPA
to “comparison shop” for the most eco-
nomical fuel. The facility will more easily
integrate energy from Guam’s alternative
sources through a new Energy Storage
System (ESS). It will be built on a site that
is well above sea level out of reach of dam-
aging storm surges or a tsunami event.

In addition, our land lease agreement with
the Navy will allow GPA to add 40 mega-
watts of solar arrays on 164 acres.

Ready for the Next 50 Years

In 2018, GPA begins a year-long celebra-
tion of 50 years of service to the people
of our island. FY2017 might be said to be
the last year of groundwork for a new era.
It has been a long, but exciting, journey
that is far from over because on Guam,
we use the power that we generate and
deliver ourselves—our people make the
power for our island!

) &
POwWER \“§




Integrated Resource Plan

The Power of Ideas
In Our Changing World

In 2007 the Guam Power Authority launched an effort to study a
ternative, renewable sources of energy for Guam. The goal of th
plan—called the Integrated Resource Plan (IRP)—was to uncove
new ideas and resources that could be used to meet the growin
demand and the rising cost of power on Guam.

ONEB Ay,

$Q

3@ Almost immediately it became apparent that meeting Guam’s er
s ergy needs would require an investment in our people, our islan
and our power. Specifically, as a community, we would need to k
mindful of the sustainability of the our island and to be able to me
the needs of our children and grandchildren.

$
Au‘d"é

Following careful reviews and public comments, the draft of the IR
was submitted to the Guam PUC in 2008. Even as this documer
was under review, the PUC granted permission for GPA to condur
studies in the use of two sources of renewable energy—solar an
wind.

By the end of FY.2015 GPA's partner, NRG had completed constru

tion and commissioning of Guam’s first utility scale solar projec
and by, Janhuary 2016 a grant funded pilot wind turbine was als
completed. Both projects continue to provide renewable energy t
GPA customers. These two alternate sources of energy are makin
a contribution to GPA's continuing commitment to finding energ
solutions for our island.

OUR PEOPLE
OURISLAND

In FY 2013, GPA updated its IRP to address impending USEPA a
and water regulations and identify strategies to meet Guam’s er
ergy needs, address fuel diversity and security and to continue t
be environmental stewards. GPA achieved a major milestone in F
2017 by obtaining PUC approval to initiate the procurement for
new power plant that allows GPAto accomplish this. The new pow
er plant would allow dual fuel operations to optimize on future fus
costs, bring GPA into compliance with air emissions regulations, an
improve the GPA grid to allow for further integration of renewabl
energy.

In the past ten years GPA has made substantial strides forward in th
quest to not only meet our energy needs for today, but to prepar
for the needs of generations to come.




Top Accomplishments
MINIMIZED LEAC RATE INCREASES

to customers despite

N
dramatically higher oil prices
on the world market.

_

~

r

\
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INVESTED IN ESS,

a $35 million Energy Storage Integrates with

renewable

Systemto increase reliabilityof | energysystems EEFN

electrical service from solar power.
‘ e
\J ' ! J
~ N

LAND LEASE AGREEMENT
reached with Navy to provide

164 acres for installation of

utility-scale solar farms to generate //%%%Z///,%%f

an additional 40 megawatts. (ZSgs |

for solar farms

~

¥ | NEWPOWER PLANT AUTHORIZED

which will bring up to180
megawatts of clean, efficient,
reliable power.

180 megawatts,
clean, efficient, and reliable.




“The facility

will improve
the reliability tobe o
of electricity prume s
for everyone on
Guam.” ;

GPA General Manager
John M. Benavente, P.E.

ity with notable absence Of smoke stacks.
wisulfur diesel fuel and n




GPA General Manager John M. Benavente, PE,,
said that the PUC'’s action “sets the stage for GPA
to bring online up to 180 megawatts of com-
bined cycle generation which will utilize a clean-
er source of fuel” He added that the facility will
improve the reliability of electricity for everyone
on Guam.

“This action also allows GPA to pursue and in-
tegrate an additional 120 megawatts of renew-
able energy resources to meet renewable ener-
gy standards for Guam,” he said in early FY2017.
Another feature of the combined cycle units is
that they require less fuel than generation facili-
ties currently in use.

The site of the new power plant will be moved
from the island’s shoreline to avoid the cur-
! rent vulnerability to storm surges and tsunami
threats. The site of the new power plant is adja-
cent to the Guam Waterworks Authority Sewage
Treatment Plant. This site allows for treated wa-
ter to augment cooling requirements for the
' base |oad power plant’s operations.

gjgey advantage of developing new technology
@neration units is the ability to comply with the
United States Environmental Protection Agency
(US EPA) regulations that are already in place.
Failure to comply with the new federal regula-
tions on the timetable set could result in heavy
fines.

Benavente noted that with additional work on
existing units and the major overhaul of diesel
units-over the next two years, GPA will be posi-
tioned to provide dependable generation while
adding more renewable energy sources to the
Power grid.

‘Cannotintegrate
- withrenewabl

jsystems /

OLD BASELOAD PLANTS

D

\Unreliable duetoage -
- andtechnology

Tsunamiand
storm surge
ris
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NEW BASELOAD PLANTS

.

Reliable, using simple
and efficient technology

Diverse fuel sources
will result in stabilized
fuel recovery charges

S

" Meets future
energy
demands

US EPA & Guam EPA
compliant

Integrates with
renewable

energy systems

o

[ tsunami
and storm
surge risks
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th the Gloria B. Nelson Public Se
ral Manager John M. Benavente,

dEPendenty o’.’ 3 d tha : . , : | sen-Guam’s dependency on impc
imported fuel- . = -

ahd pQromOte S is | j fhe One-Guam collaborative effo
o ~ \ W provide affordable energy te residents of Guam. The 164 acres ar
ew renewable |

-------------- SSHana-Cha €ommander,-Joint Region Mari
‘ ‘ rt will help.provide “clean and afford
reduce our use of carbon fuel,

\ e sy ,
: \*f  land lea 5 completed several years after a
| 0. utilize the Navy properties. The
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Operations; Tricee P. Limtiaco, Asst. GM of Administration; John J. Cruz, Pf
eral Manager John M. Benavente, PE.; CCU GM of Engineering & Technical Services; John Kim, Chief Financial Officer;
'ear Adm. Shoshana Chatfield;, Commander, Stiner, NAVFAC Pacific Asset Management/Real Estate; Desiree Masterson
anie Jones, Commanding Officer, NAVFAC Marianas Energy Manager; Kirstin Punu, NAVFAC Pacific Asset Manageme
Commanding Officer, Naval Base Guam. Estate; Karianne Camacho, NAVFAC Marianas Asset Management/Real E:
Financial Officer; Joven:Acosta, PE., Masterson, NAVFAC Marianas Counsel and LT Bud Allen (previous) Flag Ai
Region Marianas.
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GPA Contracts for ESS to Increase
Reliability, Availability of Solar Power

GPA customers will see substantial improvement in the reliability of their
electrical service upon completion of a $35 million Energy Storage System
(ESS). Since ESS plays a key role in integrating renewable sources of ener-
gy into electrical power grids, the new storage capacity is expected to add
a total of 40 megawatts to the Island Wide Power System. The contract was
signed on May 15, 2017, with the South Korea based company LG CNS at
the Gloria B. Nelson Public Service Building in Fadian, Mangilao. A world
leader in energy storage system technology, LG CNS will be responsible
for the construction, operation and maintenance of the facilities for 25
years.

“This contract represents a $35 million investment in the ESS Phase | Project
into the Island Wide Power System involving design, procurement, instal-
lation and interconnection of two utility-scale energy storage systems,’
General Manager John M. Benavente, PE., said.

Two units will be built—a 24 megawatt ESS located at the Hagatia
Substation and a 16 megawatt ESS at the Talofofo Substation. Energy stor-
age systems can be used to store energy generated from solar PV plants
during the day for use at night.

According to the general manager, the facilities will alleviate intermitten-
cy of renewable power generated from the solar photo-voltaic farm in
Dandan and from the “net metering” power generat-
ed by the solar roof top panels throughout the island.
In addition, ESS will help alleviate system frequency
issues and outages such as the short outages that
customers typically experience whenever a generator
“trips”in the system.

At present, the short outages serve to avoid a wide-
spread blackout, but the ESS would eliminate about
/7 percent of these brief, but inconvenient, outages
and will contribute to GPA’s mission of delivering reli-
able service to customers.

The ESS facilities were expected to deliver energy di-
rectly to the existing GPA transmission system with-
in 12 months of the May 2017 signing. The project is
funded by the GPA 2014 bond issuance with the operation and mainte-
nance from revenue funds.

Key participants in the signing representing LG CNS included: Gilbert Gilho
Choi, LG CNS America, President; Ryan Sangdong Kim, Energy Business
Director; and Myungjin Bae, ESS Business Leader.

*

Doc. No. 35GL-19-0045.

ESS will help
alleviate
system
frequency
issues and
outages.

GPA General Manager
John M. Benavente, P.E.

Two units will be built, a 24 megawatt ESS located
at the Hagdtna Substation (shown above) and a
16 megawatt ESS at the Talofofo Substation.
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Dededo Power Plant
Rehabilitation Completed

The rehabilitation of two Combustion Turbi
(CT) Plants that had not been operational
several years was completed in July 2016.T
return to service of Dededo CT Units 1 anc
brought a combined 40 megawatts of pow
to the Island Wide Power System.

“This project was necessary and urgent to ec
the generation shortfall caused by the I
of Cabras 3 and 4 by adding 40 megawa
of capacity to the power grid,” GPA Gene
Manager John M. Benavente, PE., said at t
recommissioning ceremony in Octok
2017 at the GPA Dededo facility on Mari
Corps Drive.

“Bringing these two units on line pi
vides greater flexibility for our operatic
group to conduct maintenance on ott
generation assets,” Benavente said.

He noted that the Dededo units ¢
provide power directly to the islan
power grid or directly to Andersen .
Force Base through an undergrou
transmission line. This is especially critical after heavy tropical stori
and typhoons.
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Rates Minimized Despite Rising Fuel Prices

GPA held the line on rate increases despite an upward trend in fuel prices during FY2017. Two increases
in the fuel recovery surcharge were instituted. The increases were by just under 2¢ per kWh in February
2017 and by only 1.2¢ per kWh in August 2017.

Power rates had been decreasing since 2013

because of falling oil prices, but in 2016 the

price of fuel oil on world markets rose. GPA

was able to protect rate payers by manag-  $0130000
ing the Levelized Energy Adjustment Clause 5117755
(LEAC) seen on their monthly energy state-  $0.120000
ments as the Fuel Recovery Charge.

LEAC Rate changes FY16 to FY 17

$0.110000 0105051
In addition, in FY2017, GPA was able to further :
offset costs resulting from a steep increase  $0100000 g g661 i
in oil prices by using the initial insurance
proceeds from the downed Cabras 3 and 4  $0.0s0000
power plants, which were damaged by fire in : - e
August 2015. $0.080000

$0.070000

7_}11'16 gfﬂﬁ’ uﬂﬂ 3]‘&”1

EVs, Vans, Trucks

Two electric vehicles (EVs) were added to the GPA fleet in June 2017. The two Nissan Leaf vehicles are
used to conduct the Authority’s day-to-day business, as well as for environmental education demonstra-
tions.The 2017 Nissan Leaf SL, 4-door electric sedans were purchased from Nissan Motors Corporation at
a cost of $38,675 each. Level Il chargers, costing $874 each, for the vehicles were installed at the Gloria B.
Nelson Public Utilities Building. Future plans call for additional chargers to be located around the island.

Several more traditional utility vehicles were also added to the GPA fleet. Three additional bucket trucks,
two dump trucks, four mid-size utility trucks, and two utility vans were ordered in FY2017. For the purpose
of vegetation trimming, which is a part of GPA's commitment to tropical storm and typhoon preparedness,
three “mulchers” and three boom rotary mowers were also ordered.

Two electric vehicles (EVs) were added to the GPA fleet. In
addition to GPA’s day-to-day business, the EVs serve to edu-
cate consumers about ways to save energy as part of GPA’s
Engrgy Sense program.

Doc. No. 35GL-19-0045.
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Appliance Rebates, DIY Energy Audits

The GPA Energy Sense program has found great
success with GPA customers who purchased energy
efficient appliances under the rebate and the home
audit program. The mission of the GPA Energy Sense
program is to help customers conserve energy con-
sumption and save on their power bills.

GPA Energy Sense conducts public education out-
reach about ways to save on power bills as well as a
rebate program for those who purchase eligible ener-
gy efficient appliances.

The rebate program shares up-to-date information
about which air conditioners qualify for rebates of
$100-$800 and about clothes washers and dryers
that qualify for rebates of $200. An up-to-date list of
Guam businesses selling qualified appliances and a
list of the specific appliances to include manufacturer,

model numbers, and amount of rebate is listec
line at guampowerauthority.com.

In order to qualify for a rebate, consumers |
purchase qualified appliances and must |
three additional requirements after purch:
qualified appliances: submit proof of purchas
out a W-9 tax form, and show proof of prope
posal of old appliances with the Guam Solid V
Authority or a Guam EPA listed recycler.

The program also provides steps for conduct
do-it-yourself audit to uncover ways energy n
be wasted at home and provides simple wa
creating a more energy efficient home. Custo
can find ways to save significantly by implen
ing simple energy conservation practices t
duce their energy consumption.

DSM Program Expenses

Description FY16 FY17 Total June 20
GPA Labor (Reg/OT) S  11,348.80 SE22956100) S 33,604.80
Other Contractual S  28,278.50 SERSS5I560105 SER1532855
Paid Rebates - Split AC S 154,700.00 S 557,27/500 St 71197500
Paid Rebates - Central AC S 3,400.00 S 8,200.00 S 11,600.00
Paid Rebates - Washers/Dryers  § 2,800.00 $ 7,425.00 S 10,225.00

GPA customers who purchase eligible energy efficient appliances from an approved vendor list can qualify for rebates of $100-$800 on qualifying split air

conditioners, central air conditioners and $200 for qualifying washers and dryers.

Doc. No. 35GL-19-0045.
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Customer Service Adds Conveniences

New Monthly Statement
Provides Better Tools
To Monitor Energy Use

A new design of the monthly statement was in-
troduced to provide GPA customers with more in-
formation to help manage their power usage. The
monthly energy statements that were redesigned
in FY2017 show current energy consumption as
well as consumption over the past year.

Mastercard Accepted

For Commercial
Accounts

As of July 2017, GPA's commercial customers
were able to pay their energy statements with
Mastercard debit and credit cards. In the past, this
service was not offered because of high transac-
tion rates. GPA continues to accept debit and cred-
it card payments from residential customers.

Guam Power Authority
Aturidit llektresedit Guahan
MY ENERGY STATEMENT

CURRENT CHARGES TOTAL AMOUNT DUE

c

Statement Date: 05012016 |20 BB Or

Due Dste- 05125016 Addeess Line
Ay Village, GU 96523

ENERGY 7
sense

Brtrpiog wraryy svistiom i youl

Riturn this portion with paymant. Keep above portion for your records. important information on reverse side.

9691552022  CO08
@ Account Number:
y 00000000000 05/25/2016

RESIDENTIAL CUSTOMER NAME
1234 Borja Dr

Extra Address Line

Any Vilage, GU 96923

(Bar Code)
Total Amount Dus: Amount Enclosed:
$478.87 $ o
Goonen Power Authority
Auricd Eekirasoclt Gushan
PO, Box 21888 Barrigada, Guam:
26021-1888

Saturday Hours Added At Upper Tumon

Customer Service hours were extended to include Saturdays as of April 2017. Saturday
hours are 9 am to 1 pm at the GPWA Customer Service Satellite Office in Upper Tumon.
Customers can make payments, inquire about their account, and start or stop service

during these weekend hours.

Combining GPA and GWA Customer Services

A“One GPWA Customer Service” mandate from the CCU was initiated in June 2017. The
initial phase included plans for an assessment of key customer features focused on pay-
ments, complaints and requests. In October 2017, GPA rolled out the first phase of the

project.

Doc. No. 35GL-19-0045.




The GPA Lineman Rodeo is a
popular event for the employees
and families celebrating Public
Power Week.

GPA Public Power Week

GPA joined public power utilities across the U.S. to celebrz
Public Power Week during October 2-8, 2016. GPA voluntee
visited St. Dominic’s Senior Care Home, the pediatric wa
at Guam Memorial Hospital and Talofofo Elementary Scho

The GPA Lineman Rodeo provided serious skills demons
tions and competition and was great fun for employees al
their families.

GPA volunteer employees reached out to
Talofofo Elementary providing safety anc
power conservation materials.

GPA volunteer employees spent time at th
Dominic’s Senior Care home for social tim
to present personal care items for the resic

GPA volunteers visited the pediatric ward c
Guam Memorial Hospital presenting persc
toiletries, toys and school supplies.



Excellent Safety Practices

The Guam Power Authority earned the American Public Power Association’s Safety Award
of Excellence for safe operating practices for 2017.

“Safety is and always will be our industry’s top priority,” Kenneth Gutierrez, Safety
Administrator, said. “This recognition is an achievement of the Guam Power
Authority as a whole committed towards delivering safe, reliable and
quality electrical services.”

Gutierrez added that GPA employees “are proud of our safety record—
proud that we do everything we can to send our people home to their 2 o
families each and every night.”

GPA earned a third place award
in the category for utilities with
250,000 to 999,999 hours of an-
nual worker exposure.

More than 250 utilities entered
the annual APPA Safety Awards.
The participation was among the
highest number of entrants in the
history of the program.

The incidence rate used to
judge entries is defined by the

Occupational Safety and Health

Administration (OSHA). Standing from left: John M. Benavente, PE., Guam Power Authority General Manager; Jesse J. Cruz, Line
Electrician Supervisor; Gerry Smith, Safety Inspector Ii; Eddie Nick Camacho, Safety Inspector Il; Richard C.
Masnayon, Safety Inspector Supervisot; and Ed Leon Guerrero, Line Electrician Supervisor. Seated from left:
Beatrice Limtiaco, GPA Assistant General Manager of Administration and Gabina Ignacio, Administrative Aide.
Not pictured: Kenneth Gutierrez, Safety Administrator, and Jesse B. Aguon, Safety Inspector Il.

Engineering Internships

GPA’s annual 12-week Summer Internship Program for university engineering
majors offers an opportunity for college students to work with GPA engineering
professionals and gain hands-on experience.

Interns are given the opportunity to apply their academic skills by working
alongside professional engineers in the Divisions of Generations, Transmission &
Distribution, Engineering and Planning & Regulatory (P&R).

Among the internship program participants in summer 2017 were Camille L.
Facun and Chadler Q. Iriarte who served in the Planning & Regulatory Division
under the supervision of Roger U. Pabunan, P&R Engineer Supervisor.

Doc. No. 35GL-19-0045.
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GPA’s Financial Outlook Stable

The Future

S&P recogn'zes Standard & Poor’s (S&P) bond rating company issued an update
GPA for notice in January 2017 indicating that the Guam Power Authority’
rating of BBB with a stable outlook has been affirmed.

improving = . |

i - “We (GPA) remain an investment grade utility. S&P continues to hav:
its financial a stable outlook for the Authority,” GPA’s Chief Financial Officer Joht
ol o J. E.Kim said.”S&P has recognized GPA’s continued progress toward
pOSlthﬂ, improving our financial position and cost-cutting initiatives, as wel

cost cutting as GPA’s operational performance.”
initiatives, and Some of the reasons cited for affirming the positive rating wer
the solid track record of GPA's governance structure, continuec
Operational improvements of system reliability, an improved financial profile
and a good working relationship between GPA, the Consolidatec
Performance- Commission on Utilities (CCU) and the Public Utilities Commissior

(PUQ). S&P also noted that the Government of Guam remains cur
rent on all Department of Education and Department of Publi
Works payments, and that overall cash flow and reserves have im
proved greatly since 2012.

“Improving system reliability, operational efficiency and fuel cos
recovery continue to lead the Authority’s drive to maintain invest
ment grade ratings,” the GPA CFO said. He emphasized that adding
alternate energy resources and building generation facilities wil
help keep customers’ power bills stable.

About GPA

Guam Power Authority is a public corporation and  In FY 2016, GPA’s power purchase agreement tc
an automous instrumentality of the Government chase solar energy produced by NRG Solar Da
of Guam established in 1968. It is governed by the LLC's 25.65 megawatt solar plant was fully ir
Consolidated Commission on Utilities (CCU), a five mented and a 275 kilowatt wind turbine pilot pr
member board elected by the people of Guam. became operational in early 2016.

GPA is subject to the regulation of the Guam Public ~ GPA continues to work towards its goal of 50 pe
Utilities Commission (PUC) and has adopted the energy from cost-effective renewable source
Uniform System of Accounts prescribed by the 2018, and bringing natural gas to Guam.

Federal Energy Regulatory Commission (FERC). .
As of October 1, 2017, GPA had approximately 5!

The Authority has total assets of $904 million customers. They are categorized as residential,
and employs approximately 466 employees. The mercial, GovGuam and the U.S. Navy.
Authority has 429 megawatts (MW) of generation

capacity, 663 miles of transmission and distribution

lines and 29 substations.

20
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INDEPENDENT AUDITORS' REPORT

Commissioners
Consolidated Commission on Urilities:

Report on Financial Statements

We have audited the accompanying financial statements of Guam Power Authority [(GPA), a
component unit of the Government of Guam, which comprise the statements of net position as
September 30, 2017 and 2016, and the related statements of revenues, expenses and changes in
net position and of cash flows for the years then ended, and the related notes to the financial
statements.,

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these finandal statements based on our audits. We
conducted our audits in accordance with auditirF? standards generally accepted in the United States
of America and the standards aplaliﬁbl’e to finandal audits contained in Govermment Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the finandal
statements are free from material misstaterment.

An audit involves performing procedures to obtain auwdit evidence about the amounts and
disclosures in the financial statements., The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the finandal statements, whether
due to gaud or ermor. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the finandal statements in order to
design audit procedures that are appropriate in the droumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express
no such opinion. An awdit also incdudes evaluating the appropriateness of accounting polidies used
and the reasonableness of signifiant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is suffident and appropriate to provide a
basis for our audit opinion.

Doc. No. 35GL-19-0045.
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Deloitte.

Opinion

In our opinion, the finandal statements referred to above present fairly, in all material respe
the finandal position of the Guam Power Authority as of September 30, 2017 and 2016, and
changes in its net position and its cash flows for the years then ended in accordance »
accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As discussed in Note 1 to the finandal statements, in 2017, GPA adopted Governmental Accoun!
Standards Board (GASB) Statement No. 73, Accounting and Financial Reporting for Pensions .
Related Assets That Are Not Within the Scope of GASB Statement No. 68, and Amendment:
Certain Provisions of GASB Staterments No. 67 and No. 68. GPA has elected to restate its 2
finandal statements to reflect the adoption of this standard. Our opinion is not modified »
respect to this matter.

Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that

Management’s Discussion and Analysis on pages 1 through 10 as well as the Schedules
Proportional Share of the Net Pension Liability on pages 54 through 56, the Schedule of Pen:
Contributions on page 57, and the Schedule of Funding Progress and Actuarial Accrued Liabilit
Post Employment Benefits Other Than Pensions on page 58 be presented to supplement

finandal statements. Such information, although not a part of the finandal statements
required by the Governmental Accounting Standards Board who considers it to be an essential |
of financial reporting for placing the finandal statements in an appropriate operational, econor
or historical context. We have applied certain limited procedures to the required supplement
information in accordance with auditing standards generally accepted in the United States
America, which consisted of inguiries of management about the methods of preparing

information and comparing the information for consistency with management's responses to

inguiries, the financial statements, and other knowledge we obtained during our audit of
finandal statements. We do not express an opinion or provide any assurance on the informa
because the limited procedures do not provide us with sufficent evidence to express an opinior
provide any assurance.

Other Financial Information

Our audits were conducted for the purpose of forming an opinion on the finandal statements 2
whole. The Schedules of Sales of Electricity, Operating and Maintenance Expenses and Salaries
Wages on pages 59 through 62 are presented for purposes of additional analysis and are nc
required part of the finandal satements.

The Schedules of Sales of Electricity, Operating and Maintenance Expenses and Salaries and Wa
are the responsibility of management and were derived from and relate directly to the underh
accounting and other records used to prepare the financial statements. Such information has b
subjected to the auditing procedures applied in the audit of the finandal statements and cer
additional procedures, including comparing and reconciling such information direcdy to
underlying accounting and other records used to prepare the financial statements or to the finan
statements themselves, and other additional procedures in accordance with auditing stands
generally accepted in the United States of America. In our opinion, the Schedules of Sales
Electricity, Operating and Maintenance Expenses and Salaries and Wages are fairly stated, in
material respects, in relation to the financial statements as a whole.

Doc. No. 35GL-19-0045.
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Deloitte.

Other Matters, Continued
Other Financial Information, Continued

The Schedule of Employees by Department on page 63 has not been subjected to the auditing
procedures applied in the audit of the financial statements, and accordingly, we do not express an
opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 16,
2018 on our consideration of GPA's intermal control over finandal reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of intemal control
over finandal reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of GPA's internal control over finandal reporting or on compliance.
That report is an integral part of an audit rmed in accordance with Government Auditing
Standards in considering GPA's internal control over financial reporting and compliance.

April 16, 2018

Doc. No. 35GL-19-0045.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

This Management’s Discussion and Analysis should be read in conjunction with the Guam Power
Authority’s September 30, 2017 audited financial statements and accompanying notes.

OVERVIEW

The Guam Power Authority (GPA or the Authority) was created in 1968 as a public corporation and
autonomous instrumentality of the Government of Guam. Since that time, the Authority has
maintained and expanded the island wide power system on Guam. The Authority has 420
megawatts (MW) of generation capacity, 663 miles of transmission and distribution lines, 29
substations, $955 million in assets, and $333 million in annual revenues. GPA currently serves
approximately 51,000 customers with the U.S. Navy being the largest representing about 17% of
revenues.

In 2002, the Consolidated Commission on Utilities (CCU) was established as the board of directors
for both the Guam Power Authority and the Guam Waterworks Authority. The CCU is made up of
five elected members and is vested with the same powers exercised by the previous board of
directors. In addition, it retains contracting authority, establishes policies and controls the selection
of the top management of the Authority. GPA also continued its existence as a public corporation.

The Authority is regulated by the Guam Public Utilities Commission (PUC) - a rate setting body
made up of Commissioners appointed by the Governor of Guam. The PUC has established rules of
operation that are similar to those of other jurisdictions within the United States. The PUC has
broad regulatory authority over GPA including approval of any contracts that might have an impact
on GPA'’s rates.

GPA’S STRATEGY

GPA is committed to providing outstanding energy solutions to our island community by focusing
on capital discipline and operational excellence. Key components of GPA’s strategy include:

e Achieve Superior Customer Service — GPA is continuously reaching for ways to better serve
our customers through accountability, efficiency and reliability.

e Optimize Energy Production Cost - Focus on driving down cost and on improved
productivity.

e Achieve Energy Diversification - GPA implemented the Integrated Resource Plan which
includes renewable energy resources like solar and wind power generating 25 megawatts.
An additional 120 megawatts of solar renewable generation have been contracted and
approved by the CCU and the PUC.

e Become Financially Sound and Stable — Improve credit rating and debt service coverage.

‘ 1
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

Promote Energy Innovation

GPA has been operating the smart grid for the past couple of years. The smart grid includes
smart meters for all customers, substation automation, AMI technology and high broadl
communication. The smart meters give customers greater control over their energy use and ¢
by allowing them to monitor their energy consumption online and determine which activities
contributing to the fluctuations in their power bills.

In conjunction with the smart grid, GPA has been using the Customer Care and Billing system
Oracle since March 2015 which enables GPA to improve billing processes, customer service,
credit management. In addition, it enables GPA to integrate online bill payment, mobile payr
application for Android and Apple, and 24/7 pay-by-phone where account balance and payr
posting are real time. Future integrations include prepaid power services, payment kiosks, ar
billing.

Customers can visit the MyEnergy online site which enables customers to see their current u
and past history allowing them to take actions to mitigate their consumption before being cha
in their bill. Information also helps customers decide on which energy efficient appliance
purchase.

Lastly, GPA redesigned the energy statement to provide immediate information on energy usa
historical consumption graphic, a “Tips” section on energy services, rebate program or rem
notices and much more that will enable consumers to manage their energy usage.

Cabras 3 & 4 Fire

On August 31, 2015, GPA experienced a major failure with two of its base load units - Cabras
3 & 4 - when an explosion and fire occurred in the Cabras 4 engine. The power system lost
MW of base load capacity. GPA promptly coordinated efforts with large customers to establish
MW interruptible load program, run smaller peaking units, and installed 40MW of diesel genera

In addition, GPA aggressively implemented a rehabilitation plan for its Diesel engines and turb
GPA activated its decommissioned Dededo Combustion Turbines 1 & 2 with 40MW becoming
operational by April 2017.

Currently, GPA has about 420 MW of generation capacity without Cabras 3 & 4 and GPA alsc
25MW of renewable generation. In 2017, GPA’s peak demand was 261MW which GPA was at
meet despite the loss of Cabras 3 & 4.

Prior to the outage, Cabras 3 & 4 represented 19% of GPA's total system capacity of 420MW,
GPA’s reserve margin was approximately 39% with its peak at 258MW. With its baseload o
service, the reserve margin was thin. Low reserve margin caused GPA to shed some load di
peak demand and unplanned repairs. Over the past years, GPA was able to bring various
generations online and increased capacity of some generators thus bringing its total capacity
to 420MW of generation.

Due to GPA's focused service efforts, the average customer experienced less than 1% of the
period hours of load shedding.

GPA has in place $300 million insurance policy with Lloyd’s of London which provided $84 milli
cash advances to mitigate the impact of the outages. The savings on the operational cost fron
running Cabras 3 and 4 were used to fund other generation projects.

2
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

GPA filed its updated 2016 Integrated Resource Plan (IRP) with the CCU and PUC. The IRP
included a plan to install 180MW of dual-fired combined-cycle generation units, retire Cabras 1 & 2
generators, expand the renewable energy portfolio, and install energy storage. The 180MW of new
generation is planned to be commissioned on December 31, 2021. MEC 8 and 9 generators with
88MW of generation are to be converted to burn Ultra Low Sulfur Diesel (ULSD) within one year
after the commission of the new combined-cycle generation. The PUC approved GPA’s generation
plan in October 2016 and GPA hired a consulting engineer to assist with the engineering and
procurement.

Obtaining the combined-cycle generation has several benefits such as better fuel efficiency, lower
capital cost compared to installing emission control system to its existing generation plants,
promotion of fuel diversity and compliance with USEPA requirements.

United States Environmental Protection Agency

The United States Environmental Protection Agency (USEPA), under the Clean Air Act, established
rules under National Emission Standard for Hazardous Air Pollutants (NESHAP) for Reciprocating
Internal Combustion Engine Maximum Achievable Control Technology (RICE MACT). These rules
require stack emissions control and continuous monitoring systems (CPMS) equipment to be
installed on all GPA peaking and base load diesel generators including its Cabras 3 & 4 and MEC 8
& 9 slow speed units. The deadline for complying with the rules was May 3, 2013. GPA applied for
and received an extension for complying with the rules with respect to its small diesel peaking
units. The required stack emission equipment for the small peaking units was installed within the
extension period.

With regards to the slow speed diesel units, GPA engaged the assistance of USEPA along with U.S.
Department of Justice (USDOJ) to negotiate a consent decree that will allow sufficient time to
implement recommendations in its Integrated Resource Plan (IRP) which included new and efficient
generation, renewable energy, and diversification of its fuel sources.

In 2016, the CCU and the PUC approved the procurement of combined combustion turbine plants
which will put GPA in compliance with USEPA requirements. GPA believes that ongoing
negotiations with USEPA and USDQOJ will defer potential fines after the RICE MACT deadlines for the
slow speed units. If the consent decree is not reached, the maximum liability for GPA would not
exceed $195 million as of February 19, 2018.

FINANCIAL HIGHLIGHTS

The table below highlights the financial comparison from fiscal year 2015 through 2017. In 2017,
the Authority adopted GASB Statement No. 73, Accounting and Financial Reporting for Pensions
and Related Assets That Are Not Within the Scope of GASB Statement 68, and Amendments to
Certain Provisions of GASB Statements 67 and 68, which aligns the reporting requirements for
pensions and pension plans not covered in GASB Statements 67 and 68 with the reporting
requirements in Statement 68. The implementation of this statement had a material effect on the
accompanying financial statements resulting in the restatement of the Authority’s fiscal year 2016
and 2015 financial statements to reflect the reporting of pension liabilities, deferred inflows of
resources and deferred outflows of resources for ad hoc COLAs and supplemental annuity
payments and the recognition of pension expense in accordance with the provisions of GASB
Statement No. 73. The 2016 and 2015 financial statements were also restated due to changes in
actuarial assumptions and other inputs used to determine the pension liabilities, deferred inflows of
resources and deferred outflows of resources for the qualified pension plan. See note 1 to the
financial statements.

i 3
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

During fiscal year 2016, Guam Power Authority implemented GASB Statement No. 72, Fair
Measurement and Application, which addresses accounting and financial reporting issues rela
fair value measurements; GASB Statement No. 76, The Hierarchy of Generally Accepted Accol
Principles for State and Local Governments, which eliminates two of the four categori
authoritative GAAP that exist under the existing hierarchy prescribed by Statement No. 55
GASB Statement No. 79, Certain External Investment Pools and Pool Participants, which addr
certain external investment pools and their participants the accounting and financial rep
implications that result from changes in the regulatory provisions referenced by pre
accounting and financial reporting standards.

Statements of Net Positions (in $ millions):
2016 2015

2017 (Restated) (Restated)

Assets
Current assets $ 349.9 $ 311.2 $ 244.4
Non-current investments 12.5 9.8 9.5
Other non-current assets 61.2 74.4 84.3
Utility plant 494.8 467.5 541.4
918.4 862.9 879.6
Deferred outflows of resources 37.1 25.5 25.2
$ 955.5 $ 888.4 $ 904.8
Liabilities
Current liabilities $ 116.3 $ 91.9 $ 79.6
Non-current liabilities 725.9 731.0 742.1
842.2 822.9 821.7
Deferred inflows of resources 3.1 3.7 11.6
Net position
Net investment in capital assets (40.2) (49.2) 16.9
Restricted 15.2 4.6 21.2
Unrestricted 135.2 106.4 33.4
110.2 61.8 71.5
$ 955.5 $ 888.4 $ 904.8

The increase in current assets in 2017 compared to 2016 is due to the global increase il
prices. GPA used its working capital to fund the under recovery from LEAC and the fuel inve
increased in 2017 compared to 2016. The accounts receivable increased in 2017 due t
insurance claim from the insurance company for Cabras 3 & 4 fire. The increase in the ct
assets in 2016 compared to 2015 is due to insurance recoveries and recovery receivables ac
in 2016 (Note 3).

The increase in the current liabilities in 2017 compared to 2016 is attributable to increase i
price. The increase in current liabilities in 2016 compared to 2015 is due to accrual of estir
repair costs for Cabras 3 and 4 offset by the reduction in the principal bond payment in the ct
maturities of the long-term debt.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

Value Financial results summary:
ed to
nting e 2017 had income of $48.4 million compared to a loss of $11 million in 2016.
es  of e Operating income for 2017 was $36.5 million, compared to $38 million in 2016.
> and
esses The table below details certain items from GPA’s Statements of Revenue, Expenses and Changes in
orting Net Position from 2015 through 2017. The presentation below separately identifies activities that
vious impact earnings and cost recovery activities that do not impact earnings.
2017 2016 (Restated) 2015
Cost Cost Cost
Earning Recovery Total Earning Recovery Earning Recovery Total
(in $ '000) Activities Activities Utility Activities Activities Total Utility Activities Activities Utility
Sales of electricity $ 164,849 $ 166,426 $331,275 $ 159,567 S 146,340 $ 305,907 $ 162,049 $204,136 $ 366,185
Other 2,193 - 2,193 2,294 2,294 3,816 3,816
Total operating
revenues 167,042 166,426 333,468 161,861 146,340 308,201 165,865 204,136 370,001
Cost of electricity & 166,426 166,426 - 146,340 146,340 - 204,136 204,136
Operating and
maintenance 86,227 = 86,227 79,640 - 79,640 75,342 = 75,342
Depreciation 44,292 = 44,292 44,240 44,240 41,765 - 41,765
Total operating
expenses 130,519 166,426 296,945 123,880 146,340 270,220 117,107 204,136 321,243
Operating Income 36,523 - 36,523 37,981 - 37,981 48,758 - 48,758
Interest income 1,722 1,101 1,179
Interest expense (32,771) (33,989) (37,145)
Allowance for funds used during
construction 3,676 4,137 5,646
Other expense, net (846) (451) (4,838)
Extraordinary item 40,049 19,806) N
Income (Loss) $ 48,353 $_ (11,027) $ _13,600

Operating Revenues

GPA’s operating revenues increase by $25 million or 8.2% in 2017 compared to 2016. The

y fuel increase is due to increase in demand of electricity and increase in the global fuel price. Operating
ntory revenues decreased by $61.8 million, or 16.7%, in 2016 compared to 2015, primarily due to
y the reduction in the LEAC rate over the course of the year. Reduction in LEAC was due to drop in
irrent global fuel prices.
crued .
Electric Sales Information
2012 2013 2014 2015 2016 2017
1 fuel Peak Demand (MW) 263 257 249 255 258 261
nated Total Electric Sales (MWh) 1,563,475 1,566,410 1,533,323 1,539,587 1,574,000 1,610,093
—. Sales Growth (%) (3.4) 0.2 (0.2) 0.4 2.2 2.29
Total Customers 48,512 48,598 48,918 49,530 50,207 51,114
¢ 5
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

The energy sales increased by 2.29% in fiscal year 2017 compared to fiscal year 2016.
increase in sales is due to increase in peak demand and customer consumption. The energy
increased by 2.2% in fiscal year 2016 and 0.4% in fiscal year 2015. Annual electric sales
1,610 gWh, and 1,574 gWh for 2017 and 2016, respectively. Number of customers was 5
and 50,207 for 2017 and 2016, respectively.

The strong growth of 2.29% and 2.2% in 2017 and 2016, respectively, is a departure from
years and the industry where the growth is stagnating or declining in customer demand.
previously noted decline in the demand is attributable to conservation efforts, efficienc
appliances, and a growing number of net metering customers.

Operating and Maintenance

GPA’s operating and maintenance expenses increase in 2017 compared to 2016 due to the ad
of 40 MW of power generation and repairs of existing combustion turbine. GPA’s operatin
maintenance expense increased slightly in 2016 compared to 2015 due to higher insurance
In 2016, GPA achieved several cost saving measures like headcount reduction, overtime redu
fleet fuel consumption cost reduction, greater energy station efficiencies, reduced transmissio
distribution (T&D) line loss and station use, and lower merchant service cost from credit card
to better rates. This savings carried its benefits through 2017.

GPA headcount increased slightly to 475 in 2017 from 466 in 2016. Overtime increased from
million in 2016 to $1.4 million in 2017. Headcount reduced from 489 in 2015 to 466 in
Increase in overtime in 2017 is attributed to emergency repairs and GPA’s commitment to pi
electric service to the community. Overtime decreased from $1.5 million in 2015 to $1.2 mill
2016.

Station use in 2017 of 65,895 mWh remained comparable to 2016 of 64,952 mWh. In comp;
from 2016 to 2015, station use of energy went down from 83,060 MWH in 2015 to 64,952 M
2016.

T&D line loss in 2017 of 83,949 mWh increased from 2016 of 80,852 mWh. T&D line loss sl
increase from 79,267 mWh in 2015 to 80,852 mWh in 2016.

Depreciation and Amortization

GPA’s depreciation and amortization expense for 2017 and 2016 remained the same.

GPA's depreciation and amortization expense increased by $2.5 million, or 5%, in 2016 com
to 2015. The change is due to reassessment of the estimated useful lives of Cabras 1 and 2
on the expected retirement of these plants when the new power plant becomes operational.
Utility Cost Recovery Activities

Cost of Electricity

GPA’s cost of electricity includes the costs of fuel used in its own generation facilities, th

supplied to other facilities under power purchase agreement, cost of fuel handling and the ¢
power purchased from third parties.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

In line with the GPA IRP to increase its renewable resources, GPA procured a power purchase
agreement for a utility scale solar farm of 25MW with NRG Energy, located in southern Guam and
the system became available to the grid in August 2015. The project performed as expected and it
is producing approximately 4,300 MWH of emission free energy each month.

In addition, GPA commissioned a 275kW wind project which became operational in March 2016.
The $2 million wind project was funded by a USDOI Grant and provided available experience and
data on the potential of wind renewable projects.

GPA completed its bid process for the acquisition of an additional 120 MW of utility scale solar farm
power under the Phase II renewal project. This project includes batteries to mitigate sudden drops
or increases in production due to electrical or atmospheric conditions such as rain. GPA anticipates
the signing of the contract in early 2018 and operations to commence in 2020.

There is a Phase III renewable project where GPA will be utilizing a 30-year lease of Navy property
for 35MW solar PV. The proposed property has been identified and the CCU and PUC have
approved the lease.

Interest Income, Interest Expense, and Other Income and Expenses

Interest expense decreased in 2017 compared to 2016 due to GPA’s lease with an independent
power producer being near the end of its contract where the principal balance is lower. Interest
expense decreased in 2016 compared to 2015 due to completion of payments for the 2010 Series
Subordinate Revenue Bonds.

Operating Activities

GPA’s cash flows from operating activities primarily consist of receipts from customers less
payments of operating expenses.

GPA’s cash flows from operating activities from 2015 to 2017 are as follows:

(in $ millions) 2017 2016 2015
Cash received from customers S 326.1 S 305.2 S 354.8
Cash payments to suppliers (233.0) (198.8) (245.3)
Cash payments to employees for services (35.5) (35.3) (40.1)
Cash payments to retiree benefits (4.3) (4.2) (3.8)
Net cash provided by operating activities $ 53.3 S 66.9 S 65.6

Capital Activities

GPA’s capital activities primarily consist of new construction and replacement of facilities necessary
to deliver safe and reliable power to its customers. The largest capital costs incurred during the
year were Cabras #1 overhaul ($7.7M), 40MW diesel generation ($32M), Dededo CT 1&2 ($9.4M),
Macheche CT ($2.1M), Yigo CT ($2.3M), transmission plant ($4.4M), distribution plant ($6.8M) and
general plant ($5.3M).
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

The largest capital costs incurred in 2016 were the Cabras #2 turbine overhaul ($4.4M)
extension and distribution plant ($5.8M), Solar Dandan Interconnection ($1.8M), Yigo and Ma
CT overhaul ($2.5M), Street lights ($1.1M), and general plant ($2.5M). Cash used in ¢
activities includes proceeds from bonds and from revenue funds.

Please refer to Note 14 to the financial statements for details of GPA’s capital activities.
Investing Activities
GPA’s cash flows from investing activities from 2015 to 2017 are as follows (in millions):

2017 2016 2015

Net cash provided by (used in) investing activities $ 17.4 $ (37.8) $ (8.9)
Borrowing Activities

No new borrowing was done in 2015, 2016, and 2017. Please refer to Note 7 to the fin:
statements for details of GPA’s borrowing activities.

GPA’s cash flows from capital and non-capital financing activities from 2015 to 2017 are as fc
(in millions):
2017 2016 2015

Net cash provided by non-capital financing activities $ 34.0 $ 52.7 $ 2.9
Net cash used in capital and related financing activities $ (94.5) $ (83.4) $ (96.4)

Credit Ratings

GPA’s credit rating relates to the Authority’s cost of funds and liquidity. In particular, GPA's ¢
to access and engage in certain activities on a cost-effective basis is primarily dependent
maintaining a strong credit rating.

GPA’s long-term senior debt ratings are as follows:

Long-Term Senior Debt Rating Long-Term Outlook
Standard & Poor’s BBB Stable

Moody’s Rating Baa2 Negative

Fitch Rating BBB- Positive

Future Capital Activities

GPA is committed to renewable energy and the reduction of greenhouse gas emissions.
invested in an industry scale solar farm of 25MW which became operational in 2015. GPA w
adding 120MW of solar PV as part of the phase II renewable project and anticipates the syste
be online by 2020. The phase III project is underway and is expected to add 35MW of rene
energy with energy storage systems (ESS); shifting 100% of the energy to evening load.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

The investment in solar farm and increase in net metering customers (NEM) has led to a grid that
is becoming physically and operationally very different from historical patterns. The energy
received from the solar farm in Dandan and net metering customers are “must take” contracts,
meaning their energy goes into the grid whenever they can generate. The Power System Control
Center must now monitor and respond to dramatic changes in system frequencies during certain
times of the day. These fast changes are known as ramping events. Historically, the need for fast
ramping was in response to load changes, but now is also due to generation output from non-GPA

sources.

GPA is required to absorb all the power fluctuations emitted by the solar farm and NEM. On any
given day, the solar farm can fluctuate as much as 15MW in an hour. Below is a sample reading
for a day on March 5, 2018.
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To mitigate the sudden drop in power generation by solar PV, GPA procured energy storage
solution (ESS) to cut the shortfall and inject power to the system to prevent an outage. The ESS
system is being installed and should be fully operation around August of 2018.

In 2016, the CCU and the PUC approved to proceed with the procurement of a 180MW dual-fired
combined cycle combustion turbine. The project is planned to be completed by December 2021.

Future Borrowing

Despite the advancement of renewable energy generation and storage, traditional power
generation is still required. As noted earlier, GPA filed an integrated resource plan (IRP) with the
CCU and the PUC for the construction of combined cycle combustion turbine plants and approval
was provided by the CCU and the PUC to authorize GPA to proceed with the procurement of up to
180MW. The plan for the procurement model is an independent power purchase agreement (IPP)
where the IPP finances the construction of the plant. However, GPA is not ruling out the review to
determine if financing by GPA is more economical.

In December 2017, Guam Power Authority refunded its 2010 Series bonds through the issuance of
the 2017 Series bonds. The advanced refunding will reduce GPA’s debt service payments by $11.5
million over the course of the next twenty-two years.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Management’s Discussion and Analysis
Years Ended September 30, 2017 and 2016

Contacting GPA’s Financial Management

The Management Discussion and Analysis report is intended to provide information conce
known facts and conditions affecting GPA’s operations. This financial report is designed to pi
a general overview of GPA’s finances and to demonstrate GPA’s accountability for the fu
receives and expends.

Management’s Discussion and Analysis for the years ended September 30, 2016 and 2015
forth in GPA’s report on the audit of financial statements which is dated April 6, 2017.
Discussion and Analysis explains in more detail major factors impacting the 2016 and
financial statements. A copy of that report can be obtained by contacting the CFO office at
648-3066 or from GPA’s website at the addresses noted below.

For additional information about this report, please contact Mr. John J.E. Kim, Chief Fin
Officer, Guam Power Authority, P.O. Box 2977, Hagatfia, Guam 96932-2977 or visit the webs
www.guampowerauthority.com.
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GUAM POWER AUTHORITY

(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Statements of Net Position
September 30, 2017 and 2016

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

Current assets:
Cash and cash equivalents - restricted $
Cash and cash equivalents - unrestricted

Total cash and cash equivalents
Certificates of deposit - restricted
Certificates of deposit - unrestricted

Total certificates of deposit

Investments

Accounts receivable, net

Materials and supplies inventory, net
Fuel inventory

Prepaid expenses

Total current assets

Utility plant, at cost:
Depreciable utility plant, net of accumulated depreciation

Non-depreciable utility plant
Total utility plant

Other non-current assets:
Cash and cash equivalents - restricted
Investments
Unamortized debt issuance costs

Total other non-current assets
Total assets

Deferred outflows of resources:
Unamortized loss on debt refunding
Pension
Unrecovered fuel costs
Unamortized forward delivery contract costs

Total deferred outflows of resources

See accompanying notes to financial statements.
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2016
As Restated

2017 (Note 1)
119,684,409 118,946,263
37,681,703 15,332,510
157,366,112 134,278,773
7,049,535 8,752,047
10,248,873 18,501,460
17,298,408 27,253,507
32,357,730 41,367,658
77,826,134 62,635,768
11,989,746 13,555,719
52,387,370 31,326,368
629,586 754,023

349,855,086

311,171,816

475,219,795

449,259,789

19,552,409 18,278,666
494,772,204 467,538,455
56,907,535 69,821,815
12,522,243 9,801,436
4,267,305 4,646,601
73,697,083 84,269,852
918,324,373 862,980,123
11,076,064 12,324,400
8,698,853 10,841,692
16,751,048 1,492,055
637,357 796,717
37,163,322 25,454,864
955,487,695 888,434,987




GUAM POWER AUTHORITY

(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Statements of Net Position, Continued
September 30, 2017 and 2016

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

Current liabilities:

Current maturities of long-term debt $
Current obligations under capital leases
Accounts payable:

Operations

Fuel
Accrued repair costs
Accrued payroll and employees' benefits
Current portion of employees' annual leave
Interest payable
Customer deposits

Total current liabilities

Regulatory liabilities:
Provision for self-insurance

Total regulatory liabilities

Long-term debt, net of current maturities

Obligations under capital leases, net of current portion
DCRS sick leave liability

Net pension liability

Employees’ annual leave, net of current portion
Customer advances for construction

Total liabilities

Deferred inflows of resources:
Pension
Unearned forward delivery contract revenue

Total deferred inflows of resources
Commitments and contingencies

Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

See accompanying notes to financial statements.
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2016

As Restated

2017 (Note 1)
1,780,000 $ 115,00
23,330,193 16,737,24.
28,190,510 18,695,32.
30,802,200 6,622,51:
5,328,230 22,317,50
1,546,860 1,533,63
2,045,201 2,405,79¢
15,065,830 15,146,69¢
8,209,228 8,381,57.
116,298,252 91,955,209
19,550,977 19,550,97
19,550,977 19,550,97
590,568,862 595,057,77¢
24,428,832 22,872,72(
4,008,397 3,436,7 3
85,875,217 88,899,61¢
1,086,456 806,76
369,180 319,32:
842,186,173 822,899,20:
788,894 792,86
2,336,071 2,920,08¢
3,124,965 3,712,95(
(40,220,465) (49,190,90¢
15,232,832 4,645,34¢
135,164,190 106,368,39(
110,176,557 61,822,83(
955,487,695 $ 888,434,98’
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GUAM POWER AUTHORITY

(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Statements of Revenues, Expenses and Changes in Net Position

Years Ended September 30, 2017 and 2016

Revenues:
Sales of electricity
Miscellaneous

Bad debts recovery (expense)
Net operating revenues

Operating and maintenance expenses:
Production fuel
Other production

Depreciation and amortization
Administrative and general
Energy conversion costs
Transmission and distribution
Customer accounting

Total operating and maintenance expenses
Operating income

Non-operating revenues (expense):
Allowance for funds used during construction
Non-operating grants from the United States (U.S.) Government
Interest income
Interest expense
Other expense, net

Total non-operating revenues (expense), net
Income before extraordinary item

Extraordinary item - generator explosion and fire and related insurance
recoveries, net

Income (loss) before capital contributions

Capital contributions:
Grants from the U.S. Government

Change in net position
Net position at beginning of year

Net position at end of year

See accompanying notes to financial statements.
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$

2016
As Restated
2017 (Note 1)

331,074,056 $ 306,896,753
2,193,478 2,293,868
333,267,534 309,190,621
200,589 (989,762)
333,468,123 308,200,859
166,426,110 146,339,927
17,762,063 15,834,795
184,188,173 162,174,722
44,291,589 44,240,395
32,484,109 31,686,174
19,935,334 16,800,170
11,749,623 10,816,588
4,296,347 4,501,923
296,945,175 270,219,972
36,522,948 37,980,887
3,675,581 4,137,421
153,356 13,612
1,722,483 1,100,895
(32,771,454) (33,988,980)
(998,654) (465,599)
(28,218,688) (29,202,651)
8,304,260 8,778,236
40,049,467 (19,805,608)
48,353,727 (11,027,372)
- 1,353,972
48,353,727 (9,673,400)
61,822,830 71,496,230
110,176,557 $ 61,822,830




GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Statements of Cash Flows
Years Ended September 30, 2017 and 2016

Increase (decrease) in cash and cash equivalents

Cash flows from operating activities:
Cash received from customers
Cash payments to suppliers for goods and services

2017

2016
As Restated
(Note 1)

326,061,020 $
(233,043,926)

305,166,72!
(198,802,61¢

Cash payments to employees for services (35,490,659) (35,328,68:
Cash payments for retiree benefits (4,239,420) (4,146,63(
Net cash provided by operating activities 53,287,015 66,888,80:
Cash flows from investing activities:
Interest on investments and bank accounts 1,138,466 516,87
Decrease (increase) in certificates of deposit 9,955,099 (27,253,50°
Decrease (increase) in investments 6,289,121 (11,084,21¢
Net cash provided by (used in) investing activities 17,382,686 (37,820,84¢
Cash flows from non-capital financing activities:
Proceeds from insurance claims 34,040,000 50,000,00(
Receipts from the U.S. Government 51,950 ‘
Self insurance fund receipts, net of disbursements - (207,34
Proceeds from typhoon assistance to Saipan - 2,946,56¢
Interest paid on deposits (79,132) (80,91¢
Net cash provided by non-capital financing activities 34,012,818 52,658,30¢
Cash flows from capital and related financing activities:
Receipts from the U.S. Government - 1,763,04¢
Interest paid on capital leases (4,940,987) (5,969,664
Principal paid on capital leases (21,317,453) (14,819,81¢
Principal paid on long-term debt (115,000) (14,265,00(

Interest paid on long-term debt
Additions to utility plant

Net cash used in capital and related financing activities

(25,078,544)
(43,057,476)

(25,150,89:
(24,988,824

(94,509,460)

(83,431,15¢

Net change in cash and cash equivalents 10,173,059 (1,704,89¢
Cash and cash equivalents at beginning of year 204,100,588 205,805,484
Cash and cash equivalents at end of year 214,273,647 $ 204,100,58¢

Non-cash capital and related financing activities:

In 2017, GPA acquired a power plant for $29,446,516 through a capital lease.

See accompanying notes to financial statements.

14

Doc. No. 35GL-19-0045.




)
)

GUAM POWER AUTHORITY

(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Statements of Cash Flows, Continued
Years Ended September 30, 2017 and 2016

Reconciliation of operating earnings to net cash provided by
operating activities:

Operating earnings $
Adjustments to reconcile operating earnings to net cash
provided by operating activities:
Depreciation and amortization
Bad debts (recovery) expense
Pension recovery
Cabras 4 costs
(Increase) decrease in assets:
Accounts receivable
Materials and supplies inventory
Fuel inventory
Prepaid expenses
Increase (decrease) in liabilities:
Accounts payable
Accrued repair costs
Customer deposits
Customer advances for construction
Unrecovered fuel costs
Accrued payroll and employees’ benefits
Other unearned revenues
Employees’ annual and sick leave

Net cash provided by operating activities $

See accompanying notes to financial statements.
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2016
As Restated
2017 (Note 1)

36,522,948 $ 37,980,887
44,291,589 44,240,395
(200,589) 989,762
(885,531) (988,040)
(1,794,874) (20,254,497)
(7,084,030) 154,119
1,565,973 1,687,682
(21,061,002) 3,448,244
124,437 (19,027)
33,674,871 3,249,636
(16,989,279) -
(172,343) 288,108
49,859 113,860
(15,258,993) (4,222,711)
13,224 236,887
- (357,000)

490,755 340,496
53,287,015 $ 66,888,801




(1)

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Organization and Summary of Significant Accounting Policies

Organization

Guam Power Authority (GPA) is a component unit of the Government of Guam (GovGi
GPA provides electrical services on Guam to residential, commercial and GovGuam custo
and to the United States (U.S.) Navy under a Utility Services Contract (USC). G
governed by the Consolidated Commission on Utilities (CCU), an elected five-member t
GPA is subject to the regulations of the Public Utilities Commission of Guam (PUC) an
adopted the Uniform System of Accounts prescribed by the Federal Energy Regu
Commission. Because of the rate-making process, certain differences arise in the appli
of accounting principles generally accepted in the United States of America between regt
and non-regulated businesses. Such differences mainly concern the time at which v:
items enter into the determination of net earnings in order to follow the principle of mat
costs and revenues.

Basis of Accounting

The accounting policies of GPA conform to accounting principles generally accepted i
United States of America, as applicable to governmental entities, specifically propr
funds. GPA utilizes the flow of economic resources measurement focus. The Governn
Accounting Standards Board (GASB) is the accepted standard-setting body for establi
governmental accounting and financial reporting principles.

Accounting Estimates

The preparation of financial statements in conformity with accounting principles gen
accepted in the United States of America requires management to make estimates
assumptions that affect the reported amounts of assets and liabilities and disclosu
contingent assets and liabilities at the date of the financial statements and the rep
amounts of revenues and expenses during the reporting period. Actual results could
from those estimates.

Taxes

As an instrumentality of GovGuam, GPA and all property acquired by or for GPA, al
revenues and income therefrom are exempt from taxation by GovGuam or by any po
subdivision or public corporation thereof and from all taxes imposed under the author
the Guam Legislature, or with respect to which the Guam Legislature is authorized to
exemption.

Cash, Cash Equivalents and Investments

Cash and cash equivalents classified as current assets include cash on hand, cash in b
money market accounts, certificates of deposit, and U.S. treasury bills with original matt
of three months or less in the interest and principal funds for debt repayment, the
indenture funds, the bond reserve fund, the energy sense fund and the self-insurance fur

Cash and cash equivalents restricted for the acquisition or construction of capital asset
classified as noncurrent assets.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(1) Organization and Summary of Significant Accounting Policies, Continued

Cash, Cash Equivalents and Investments, Continued

1am). Investments in short-term, highly liquid debt instruments, including commercial paper,
mers, banker’s acceptances, and U.S. Treasury and agency obligations are recorded at amortized
PA is cost.

oard.

d has All other investments are recorded at fair value. Fair value is the price that would be received
atory to sell an asset or paid to transfer a liability (i.e., the exit price) in an orderly transaction
-ation between market participants at the date as of which the fair value of an asset or liability is
llated determined.

rious

ching The deposit and investment policies of GPA are governed by 5 GCA 21, Investments and

Deposits, in conjunction with applicable bond indentures. Authorized investments include
obligations issued or guaranteed by the U.S. government or agencies of the U.S. government;
bonds, notes or other indebtedness rated in the highest rating by Moody’s Investors Service
(Moody’s) or Standard & Poor’s Corporation (S&P); obligations issued by the Federal National

1 the Mortgage Association or the Federal Home Loan Mortgage Corporation with remaining
etary maturities of not more than three years; any bonds or other obligations of any state of the
ental U.S. or any agency, instrumentality or local government unit of such state which are rated in
shing the highest rating category of either Moody’s or S&P; demand and time deposits in or

certificates of deposit or bankers acceptances with U.S. domestic banks which have a rating
of their short term certificates of deposit of A-1 or better by S&P and P-1 by Moody’s and
mature no more than 360 days after purchase; commercial paper which has a rating in the
highest classification by S&P and Moody’s; and money market funds rated AAAm or better by

erally S&P.

- and

re of Allowance for Doubtful Receivables

orted

differ The allowance for doubtful receivables is stated at an amount which management believes

will be adequate to absorb possible losses on accounts receivable that may become
uncollectible based on evaluations of the collectability of these accounts and prior collection
experience. The allowance is established through a provision for bad debts charged to
expense. Uncollectible accounts are written-off against the allowance or are charged to

d all expense in the period GPA deems the accounts to be uncollectible but with prior approval of
litical the CCU.

ity of

grant Inventory Valuation

Materials and supplies inventories and fuel inventories are stated at the lower of cost (using
the weighted average and the first-in, first-out method, respectively), or market.

anks, Allowance for inventory obsolescence is provided for inventory items with no movement for a
rities period of five years and over and for parts and supplies for equipment no longer in use.
bond Allowance for inventory obsolescence was $1,528,226 and $1,485,450 as of September 30,
d. 2017 and 2016, respectively.
s are
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(1) Organization and Summary of Significant Accounting Policies, Continued

Utility Plant

Utility plant purchased or constructed is stated at cost. Cost includes an allowance on ¢
projects for funds used during construction of specific power generation plants based o
net cost of borrowed funds used for construction purposes. Donated utility is recorded :
market value at the date of donation or at the donating entity’s basis in the asset if do
by GovGuam or a GovGuam agency. Current policy is to capitalize utility plant with a ¢
$1,000 or more.

Depreciation

Depreciation is computed under the straight-line method over the estimated useful iy
the respective assets.

Compensated Absences

Vesting annual leave is accrued and reported as an expense and a liability in the
earned. No liability is accrued for non-vesting sick leave benefits. Annual leave expect
be paid out within the next fiscal year is accrued and is included in current liabilities.
maximum accumulation of annual leave convertible to pay upon termination of employm
limited to 320 hours. Pursuant to Public Law 27-106, employees who have accumt
annual leave in excess of three hundred twenty (320) hours as of February 28, 2003,
carry over their excess and shall use the excess amount of leave prior to retireme
termination from service. Any unused leave over 320 hours shall be lost upon retiremen

Public Law 26-86 allows members of the Defined Contribution Retirement System (DCR
receive a lump sum payment of one-half of their accumulated sick leave upon retireme
liability is accrued for estimated sick leave to be paid out to DCRS members upon retiren

Pensions

Pensions are required to be recognized and disclosed using the accrual basis of accour
GPA recognizes a net pension liability for the defined benefit pension plan in wh
participates, which represents GPA’s proportional share of excess total pension liability
the pension plan assets - actuarially calculated - of a single employer defined benefit
measured one year prior to fiscal year-end and rolled forward. The total pension liability
includes GPA’s proportionate share of the liability for ad hoc cost-of-living adjustn
(COLA) and supplemental annuity payments that are anticipated to be made to de
benefit plan members and for anticipated future COLA to DCRS members. Changes in th
pension liability are recorded as pension expense, or as deferred inflows of resourc
deferred outflows of resources depending on the nature of the change, in the period incu
Those changes in net pension liability that are recorded as deferred inflows of resourc
deferred outflows of resources that arise from changes in actuarial assumptions or

inputs and differences between expected or actual experience are amortized ovel
weighted average remaining service life of all participants in the qualified pension plar
recorded as a component of pension expense beginning with the period in which the
incurred. Projected earnings on qualified pension plan investments are recognized

component of pension expense. Differences between projected and actual invest
earnings are reported as deferred inflows of resources or deferred outflows of resource:
are amortized as a component of pension expense on a closed basis over a five-year p
beginning with the period in which the difference occurred.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(1) Organization and Summary of Significant Accounting Policies, Continued

Forward Delivery Contract Costs and Revenues

2rtain The forward delivery contract costs and revenues arose as a result of the Bond Reserve Fund
n the Forward Delivery Agreements entered into in September 2000. The unamortized forward
1t fair delivery contract costs represent termination fees and closing costs while the unearned
nated forward delivery contract revenues represent the gross proceeds. The costs and revenues are
st of amortized on a straight line basis until 2034.

Unamortized Debt Issuance Costs

Unamortized debt issuance costs mainly include insurance costs related to the issuance of the
es of Series 2010, 2012 and 2014 bonds. These costs are being amortized using the effective
interest method over the life of the applicable debt.

Net Position
eriod Net position represents the residual interest in GPA’s assets and deferred outflows of
ed to resources after liabilities and deferred inflows of resources are deducted and consist of four

The sections:

ent is

lated Net investment in capital assets - include capital assets, restricted and unrestricted, net of

may accumulated depreciation, reduced by outstanding debt net of debt service reserve.

nt or

- Restricted expendable - net position whose use is subject to externally imposed stipulations
that can be fulfilled by actions of GPA pursuant to those stipulations or that expire with the

S) to passage of time.

nt. A

ent. Restricted nonexpendable - net position subject to externally imposed stipulations that
require GPA to maintain them permanently.

Unrestricted - net position that is not subject to externally imposed stipulations. Unrestricted
iting. net position may be designated for specific purposes by management or the CCU or may
ch it otherwise be limited by contractual agreements with outside parties.
over
plan, All of GPA’s restricted net position is expendable.
~also
1ents Sales of Electricity
fined
e net Sales of electricity are recorded as billed to customers on a monthly cycle billing basis. At the
S or end of each month, unbilled revenues are accrued for each cycle based on the most recent
rred. cycle billing.
es or
other Operating and Non-Operating Revenue and Expenses
- the
' and Operating revenues and expenses generally result directly from the operation and
/ are maintenance of systems to provide electrical services to the island of Guam. Non-operating
as a revenues and expenses result from capital and financing activities, costs and related
ment recoveries from natural disasters, and certain other non-recurring income and costs.
> and
eriod
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Organization and Summary of Significant Accounting Policies, Continued

Deferred Outflows of Resources

Deferred outflows of resources represent consumption of net position that applies to a fi
period and will not be recognized as an outflow of resources (expense) until that future ti

Deferred Inflows of Resources

Deferred inflows of resources represent an acquisition of net position that applies to a fi
period and therefore will not be recognized as an inflow of resources (revenue) until
future time.

Levelized Energy Adjustment Clause

Fuel oil costs increase or decrease billings to customers based on increases or decreas
the price of fuel oil purchased by GPA. Under or over recoveries of fuel oil costs includin
fair value of outstanding commodity swap agreements (if any) are recorded as unreco\
fuel cost or unearned fuel revenue, respectively, in the accompanying statements o
position, and are recovered or deducted in future billings to customers based on the Leve
Energy Adjustment Clause (LEAC) approved by the PUC in January of 1996. The LEAC re
in the conversion of the monthly fuel charge to a levelized fuel charge, which is reviewec
adjusted by the PUC on a bi-annual basis. GPA is only permitted to recover its actual fue
related costs.

GPA also bills customers fuel surcharges to recover the cost difference between fuel inver
on hand against a base year.

Derivative Instruments

GPA is exposed to market price fluctuations on its purchases of fuel oil. GPA uses deriva
such as commodity swaps to protect itself from increases in market prices. GPA rec
commodity swap agreements associated with its fuel oil hedging activities at fair value
gains and losses recognized in operations in the statement of revenues, expenses
changes in net position. The fair value of outstanding commodity swaps at year-er
included as a component of the LEAC and is recorded as part of unrecovered fuel co
unearned fuel revenue in the accompanying statements of net position. GPA did not
outstanding commodity swap agreements at September 30, 2017 and 2016.

GPA’s power purchase agreements are considered “normal purchases and normal sales”
accordingly, the operations and maintenance portions of GPA’s energy conversion agreern
are not recognized in the statements of net position. Operations and maintenance «
associated with the power purchase agreements are expensed as incurred with
independent power producers.

Allowance for Funds Used During Construction

The allowance for funds used during construction (AFUDC) is provided only for constru
projects of more than $50,000, which require a minimum of 90 days to complete. AFUIL
computed using the interest expense on directly assignable borrowings to finance the pro
less interest income on the related unused borrowings which have been invested. AFUIL
provided only during the period in which such projects are undergoing activities to pre
them for their intended use and is capitalized as part of the cost of the applicable proj
AFUDC of $3,675,581 and $4,137,421 was recognized during the years ended Septembe
2017 and 2016, respectively.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(1) Organization and Summary of Significant Accounting Policies, Continued

New Accounting Standards

iture During the year ended September 30, 2017, GPA implemented the following
ne. pronouncements:

e GASB Statement No. 73, Accounting and Financial Reporting for Pensions and Related
iture Assets That Are Not Within the Scope of GASB Statement 68, and Amendments to Certain
that Provisions of GASB Statements 67 and 68, which aligns the reporting requirements for

pensions and pension plans not covered in GASB Statements 67 and 68 with the reporting
requirements in Statement 68. The implementation of this statement had a material effect
on the accompanying financial statements resulting in the restatement of GPA’s fiscal year
2016 financial statements to reflect the reporting of pension liabilities, deferred inflows of
S in resources and deferred outflows of resources for ad hoc COLAs and supplemental annuity
] the payments and the recognition of pension expense in accordance with the provisions of
ered GASB Statement No. 73. The 2016 financial statements were also restated, as follows,
" net due to changes in actuarial assumptions resulting from the implementation of GASB 73
lized and other inputs used to determine the pension liabilities, deferred inflows of resources
SU|'E3 and deferred outflows of resources for the qualified pension plan.
an
-and As Previously
Reported Adjustment As Restated
tory As of October 1, 2015:
Net position $ 84,105,278 $ (12,609,048) $ 71,496,230
For the year ended September 30, 2016:
Hives Change in net position $ (7,044,949) $ (2,628,451) $ (9,673,400)
ords
with As of September 30, 2016:
and Deferred outflows of resources
d is from pension $ 8,168,718 $ 2,672,974 $ 10,841,692
& BF Net pension liability $ (71,049,220) $ (17,850,399) $ (88,899,619)
have Deferred inflows of resources
from pension $  (732,788) % (60,074) $  (792,862)
Net position $ 77,060,329 $ (15,237,499) $ 61,822,830
and
ents e GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other
-osts Than Pension Plans, which replaces Statements No. 43, Financial Reporting for
the Postemployment Benefit Plans Other Than Pension Plans, as amended, and No. 57, OPEB
Measurements by Agent Employers and Agent Multiple-Employer Plans, and addresses
financial reporting requirements for governments whose employees are provided with
postemployment benefits other than pensions (other postemployment benefits or OPEB).
ction e GASB Statement No. 77, Tax Abatement Disclosures, which requires governments that
)C is enter into tax abatement agreements to disclose certain information about the
jects agreements.
)C is
pare e GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined
ects. Benefit Pension Plans, which addresses a practice issue regarding the scope and
- 30, applicability of Statement No. 68, Accounting and Financial Reporting for Pensions.

i 21

Doc. No. 35GL-19-0045.



(1)

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Organization and Summary of Significant Accounting Policies, Continued

New Accounting Standards, Continued

e GASB Statement No. 80, Blending Requirements for Certain Component Units -
amendment of GASB Statement No. 14, which improves financial reporting by clarif
the financial statement presentation requirements for certain component units.

e GASB Statement No. 82, Pension Issues - an amendment of GASB Statements No. 67,
68, and No. 73, which addresses issues regarding (1) the presentation of payroll-rel
measures in required supplementary information, (2) the selection of assumptions anc
treatment of deviations from the guidance in an Actuarial Standard of Practice for final
reporting purposes, and (3) the classification of payments made by employers to sa
employee (plan member) contribution requirements.

Except for GASB Statement No. 73, the implementation of these statements did not ha
material effect on GPA’s financial statements.

In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting
Postemployment Benefits Other Than Pensions, which replaces the requirements of Stater
No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits C
Than Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers and A
Multiple-Employer Plans, and provides guidance on reporting by governments that prc
OPEB to their employees and for governments that finance OPEB for employees of ¢
governments. The provisions in Statement No. 75 are effective for fiscal years begin
after June 15, 2017. Based on an actuarial valuation dated October 1, 2015, the net C
obligation that GPA will record upon implementation of GASB Statement No. 75 is anticip
to be $59,348,450 as of September 30, 2017.

In March 2016, GASB issued Statement No. 81, Irrevocable Split-Interest Agreements, W
improves accounting and financial reporting for irrevocable split-interest agreement:
providing recognition and measurement guidance for situations in which a government
beneficiary of the agreement. The provisions in Statement No. 81 are effective for f
years beginning after December 15, 2016. Management does not believe that
implementation of this statement will have a material effect on the financial statements.

In November 2016, GASB issued Statement No. 83, Certain Asset Retirement Obligati
which addresses accounting and financial reporting for certain asset retirement obligat
(AROs) associated with the retirement of a tangible capital asset. The provision
Statement No. 83 are effective for fiscal years beginning after June 15, 2018. Manager
does not believe that the implementation of this statement will have a material effect on
financial statements.

In January 2017, GASB issued Statement No. 84, Fiduciary Activities, which establi
criteria for identifying fiduciary activities of all state and local governments. The provisior
Statement No. 84 are effective for fiscal years beginning after December 15, 2
Management does not believe that the implementation of this statement will have a mat
effect on the financial statements.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

1) Organization and Summary of Significant Accounting Policies, Continued

(2)

New Accounting Standards, Continued

In March 2017, GASB issued Statement No. 85, Omnibus 2017, which address practice issues
that have been identified during implementation and application of certain GASB Statements
including issues related to blending component units, goodwill, fair value measurement and
application, and postemployment benefits (pensions and other postemployment benefits).
The provisions in Statement No. 85 are effective for fiscal years beginning after June 15,
2017. Management does not believe that the implementation of this statement will have a
material effect on the financial statements.

In May 2017, GASB issued Statement No. 86, Certain Debt Extinguishment Issues, which
improves consistency in accounting and financial reporting for in-substance defeasance of
debt. The provisions in Statement No. 86 are effective for fiscal years beginning after June
15, 2017. Management does not believe that the implementation of this statement will have
a material effect on the financial statements.

In June 2017, GASB issued Statement No. 87, Leases, which establishes a single model for
lease accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. The provisions in Statement No. 87 are effective for fiscal years
beginning after December 15, 2019. Management has yet to determine whether the
implementation of this statement will have a material effect on the financial statements.

Reclassification

Certain items in the 2016 financial statements have been reclassified to correspond with the
2017 financial statement presentation.

Cash, Cash Equivalents and Investments

The bond indenture agreements for the 2010, 2012 and 2014 series revenue bonds (note 7)
require the establishment of special funds to be held and administered by trustees and by
GPA. In addition, proceeds from borrowings to finance generation and transmission facility
construction are maintained by GPA in construction accounts. Funds in these accounts are
required by loan agreement or public law to be used for generation and transmission facility
construction. Certain funds are restricted by rate orders of the PUC.

At September 30, 2017 and 2016, cash and cash equivalents, certificates of deposit and
investments held by trustees and by GPA in these funds and accounts were as follows:

2017
Cash and Cash Equivalents and Certificates of Deposit Investments
Held By Trustees Held By GPA Held By Trustees  Held By GPA
Bond PUC Bond
Indenture Restricted Unrestricted Cash Indenture Unrestricted
Funds Funds Funds Total Funds Funds Total
Construction funds $ 56,907,535 $ < % - $ 56,907,535 $ - $ - $ 56,907,535
Interest and principal funds 7,538,676 - - 7,538,676 10,523,203 = 18,061,879
Working capital funds 20,367,797 - - 20,367,797 10,353,509 ] 30,721,306
Bond reserve fund 34,834,863 - - 34,834,863 13,742,000 - 48,576,863
Self-insurance fund - 19,251,372 - 19,251,372 - - 19,251,372
Revenue funds 10,472,662 - - 10,472,662 - - 10,472,662
Energy sense fund e 1,074,491 - 1,074,491 = = 1,074,491
Operating funds “ — 47,930,576 47,930,576 - 7,002,010 54,932,586
Surplus funds 33,194,083 = - 33,194,083 3,259,251 - 36,453,334

$ 163,315,616 $ 20,325,863 $ 47,930,576 $ 231,572,055 $ 37,877,963 $ 2,002,010 $ 276,452,028
23
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(2) Cash, Cash Equivalents and Investments, Continued

2016
Cash and Cash Equivalents and Certificates of Deposit Investments
Held By Trustees Held By GPA Held By Trustees
Bond puc Bond
Indenture Restricted Unrestricted Cash Indenture
Funds Funds Funds Total Funds Tota
Construction funds $ 69,821,815 $ - $ - $ 69,821,815 $ -$ 69,821,
Interest and principal funds 6,203,627 - - 6,203,627 9,801,436 16,005,
Excess bond funds 510,504 - - 510,504 - 510,
Working capital funds 11,932,417 = = 11,932,417 20,363,113 32,295,
Bond reserve fund 34,808,887 s - 34,808,887 13,742,000 48,550,
Self-insurance fund - 19,506,796 - 19,506,796 = 19,506,
Revenue funds 1,372,165 = = 1,372,165 = 1,372,
Energy sense fund - 1,646,041 = 1,646,041 - 1,646,
Operating funds - - 33,833,970 33,833,970 - 33,833,
Surplus funds 51,717,873 - = 51,717,873 7,262,545 58,980,

$ 176,367,288 $ 21,152,837 $ 33,833,970 $ 231,354,095 $ 51,169,094 $ 282,523,

The operating funds include the remaining insurance monies of $49,700,979 and $21,00:
as of September 30, 2017 and 2016, respectively, recovered by GPA from the Cabras 3 ¢
explosion and fire insurance claims.

GASB Statement No. 40, Deposit and Investment Risk Disclosures, addresses con
deposit and investment risks related to credit risk, concentration of credit risk, interest
risk, and foreign currency risk. As an element of interest rate risk, disclosure is requir
investments that have fair values that are highly sensitive to changes in interest rates. (
Statement No. 40 also requires disclosure of formal policies related to deposit and invest
risks.

A. Cash and Cash Equivalents

Custodial credit risk is the risk that in the event of a bank failure, GPA’s deposits ma
be returned to it. Such deposits are not covered by depository insurance and are ¢
uncollateralized, or collateralized with securities held by the pledging financial instit
or held by the pledging financial institution but not in the depositor-government’s n
GPA does not have a deposit policy for custodial credit risk.

As of September 30, 2017 and 2016, the carrying amount of GPA’s total cash and
equivalents and certificates of deposit was $231,572,055 and $231,354,095, respect
and the corresponding bank balances were $231,788,408 and $230,764,038, respect
Of the bank balance amount as of September 30, 2017 and 2016, $68,427,002
$53,327,876, respectively, was maintained in financial institutions subject to Fe
Deposit Insurance Corporation (FDIC) insurance. As of September 30, 2017 and -
bank deposits in the amount of $988,101 and $739,756, respectively, were FDIC insi
GPA does not require collateralization of its cash deposits; therefore, deposit leve
excess of FDIC insurance coverage are uncollateralized. At September 30, 2017
2016, $67,222,548 and $53,972,549, respectively, of cash and cash equivalents
certificates of deposit were subject to custodial credit risk. GPA has not experiencec
losses in such accounts and management believes it is not exposed to any significant ¢
risk on its deposits. Bank balances as of September 30, 2017 and 2016, also in
$163,315,616 and $176,367,288, respectively, representing cash, cash equivalents
certificates of deposit held and administered by GPA’s trustees in GPA’s narr
accordance with various trust agreements and bond indentures.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(2) Cash, Cash Equivalents and Investments, Continued

B. Investments

As of September 30, 2017, GPA’s investments were as follows:

Current:
Investments held by trustee - restricted:
Bond Reserve Fund:
BNP Paribas Fortis (commercial paper)
Bond Fund:
Federal Home Loan Banks
Federal Farm Credit Banks
Federal Home Loan Mortgage Corporation
Federal National Mortgage Association
Federated Government Ultrashort
Duration Fund (mutual fund)

Investments held by GPA - unrestricted:
Operating Fund:
Federal Home Loan Banks
Federal Farm Credit Banks
Federal Home Loan Mortgage Corporation
Federal National Mortgage Association

Noncurrent:
Investments held by trustee - restricted:
Bond Fund:
Bayerische Landesbank Guaranteed
Investment Certificate (GIC)

Investments held by GPA - unrestricted:
Operating Fund:
Federal National Mortgage Association
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Amount

$ 13,742,000

2,997,780
1,899,411
2,374,872
1,499,835
4,840,862

27,354,760

1,999,460
1,003,970
999,650
999,890

5,002,970
$ 32,357,730

$ 10,523,203

1,999,040
$ 12,522,243

Maturity

Less than 1 year

Less than 1 year
Less than 1 year
Less than 1 year
Less than 1 year

Less than 1 year

Less than 1 year
Less than 1 year
Less than 1 year
Less than 1 year

More than 10 years

More than 10 years

Moody'’s
Rating

P-1
P-1
P-1
P-1
P-1

Not rated

P-1

P-1
P-1
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Aaa



GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(2) Cash, Cash Equivalents and Investments, Continued

B.

Investments, Continued

As of September 30, 2016, GPA’s investments were as follows:

Moody
Amount Maturity Ratin
Current:
Investments held by trustee - restricted:
Bond Reserve Fund:
BNP Paribas Fortis (commercial paper) $ 13,742,000 Less than 1 year P-1
Bond Fund:
Federal Home Loan Banks 12,773,015 Less than 1 year P-1
Federal Farm Credit Banks 5,002,380 Less than 1 year P-1
Federal Home Loan Mortgage Corporation 2,001,210 Less than 1 year P-1
Federal National Mortgage Association 3,013,090 Less than 1 year P-1
Federated Government Ultrashort
Duration Fund (mutual fund) 4,835,963 Less than 1 year Not
$ 41,367,658
Noncurrent:
Investments held by trustee - restricted:
Bond Fund:
Bayerische Landesbank Guaranteed
Investment Certificate (GIC) $ 9,801,436 More than 10 years A:

Custodial credit risk for investments is the risk that in the event of the failure «
counterparty to a transaction, GPA will not be able to recover the value of the inves
or collateral securities that are in the possession of an outside party. GPA’s investi
are held and administered by trustees in accordance with various trust agreement
bond indentures.

Credit risk for investments is the risk that an issuer or other counterparty
investment will not fulfill its obligations.

Concentration of credit risk for investments is the risk of loss attributed to the magr
of an entity’s investment in a single issuer. GASB Statement No. 40 requires discl
by issuer and amount of investment in any one issuer that represents five percent
or more of total investments. As of September 30, 2017 and 2016, each of
investments exceeded 5% of total investments, except for the investment in Fe
Home Loan Mortgage Corporation which represents 4% of total investments at Septe
30, 2016.

Interest rate risk is the risk that changes in interest rates will adversely affect th
value of debt instruments. Maturities of investments in certain funds are limited t

years to limit interest rate risk. Maturities of investments in all funds may not be
than the dates that such moneys are expected to be required by the trustees.

26

Doc. No. 35GL-19-0045.



’'s

rated

f the
‘ment
nents
s and

itude
osure
(5%)
GPA's
deral
mber

e fair
o five
later

e —

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(2) Cash, Cash Equivalents and Investments, Continued

B. Investments, Continued

Investments Measured at Fair Value

GPA categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs
used to measure the fair value of the asset. Level 1 inputs are quoted prices in active
markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3
inputs are significant unobservable inputs. As of September 30, 2017 and 2016, the
following investments are valued using Level 1 inputs:

2017 2016
Federal National Mortgage Association $ 1,999,040 $ -
Federated Government Ultrashort
Duration Fund (mutual fund) 4,840,862 4,835,963
$ 6,839,902 $ 4,835,963

(3) Receivables

Accounts receivable at September 30, 2017 and 2016, were summarized as follows:

2017 2016

Customers:
Private $ 26,893,888 ¢$ 22,865,829
Government 4,977,262 4,546,621
31,871,150 27,412,450
U.S. Government - Navy (note 8) 4,020,017 2,379,893
U.S. Government - grants 2,066,272 1,964,866
Insurance 41,844,342 34,040,000
Others 1,224,184 869,189
81,025,965 66,666,398
Less allowance for doubtful receivables (3,199,831) (4,030,630)

$ 77,826,134 $ 62,635,768

Unbilled accounts receivable included in the accounts receivable - private customers
amounted to $7,768,323 and $5,658,070 at September 30, 2017 and 2016, respectively.

At September 30, 2017 and 2016, receivables included $42 million and $34 million,
respectively, of insurance receivables representing insurance recoveries realizable as at year
end (see note 10).

Substantially all of GPA's customer accounts receivable are from individuals, companies and
government agencies based in Guam. Concentrations largely result from accounts receivable
from GovGuam agencies and the U.S. Navy. Management assesses the risk of loss and
provides for an allowance for doubtful accounts to compensate for known and estimated
credit risks.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

At September 30, 2017 and 2016, GPA has an under recovery of fuel costs of $16,7

At September 30, 2017 and 2016, no under or over recovery of the fuel invento
difference is recognized as the fuel prices for the years are lower than the base year.

(4) Levelized Energy Adjustment Clause
and $1,492,055, respectively.
(5) Obligations Under Capital Leases

In 1996 through 1999, GPA entered into energy conversion agreements to pl
electricity produced by generating plants constructed or refurbished and operated b
companies. The agreements have twenty-year terms.

In January 2017, GPA extended its contract to purchase power services for four year:
includes payments for the acquisition of the underlying power plant.

At the end of the agreements, ownership of the plants and the plant improvements re
GPA. Under each of the agreements, GPA pays capacity and operation and maintenanc
and purchases fuel for the plants.

GPA has determined that the agreements to purchase electricity are in fact capital le
acquire the plants and that the capacity payments made under the agreements ar
payments. The operations and maintenance payments under the agreements are refle
energy conversion costs under operation and maintenance expenses.

At September 30, 2017 and 2016, the costs of plant and plant improvement
$184,849,243 and $155,382,727 and accumulated depreciation was $74,722,6
$69,298,046, respectively, which were presented as part of depreciable utility plan
accompanying statements of net position. The leases have effective interest rates
from 8.6% to 13.7%.

Future capacity payments under these agreements are as follows:

Year Ending September 30, Principal Interest Total
2018 $ 23,330,193 $ 3,033,848 $ 26,364,041
2019 13,621,228 916,292 14,537,520
2020 8,582,729 346,471 8,929,200
2021 2,224,875 18,578 2,243,453

$ 47,759,025 $ 4,315,189 $ 52,074,214
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plans

A.

General Information About the Pension Plans:

Defined Benefit Plan

Plan Description: GPA participates in the GovGuam Defined Benefit (DB) Plan, a single-
employer defined benefit pension plan administered by the GovGuam Retirement Fund
(GGRF). The DB Plan provides retirement, disability, and survivor benefits to plan
members who enrolled in the plan prior to October 1, 1995. Article 1 of 4 GCA 8,
Section 8105, requires that all employees of GovGuam, regardless of age or length of
service, become members of the DB Plan prior to the operative date. Employees of a
public corporation of GovGuam, which includes GPA, have the option of becoming
members of the DB Plan prior to the operative date. All employees of GovGuam,
including employees of GovGuam public corporations, whose employment commenced
on or after October 1, 1995, are required to participate in the Defined Contribution
Retirement System (DCRS). Hence, the DB Plan became a closed group.

A single actuarial calculation is performed annually covering all plan members and the
same contribution rate applies to each employer. GGRF issues a publicly available
financial report that includes financial statements and required supplementary
information for the DB Plan. That report may be obtained by writing to the Government
of Guam Retirement Fund, 424 A Route 8, Maite, Guam 96910, or by visiting GGRF’s
website - www.ggrf.com.

Plan Membership: As of September 30, 2016, the most recent measurement date, plan
membership consisted of the following:

Retirees and beneficiaries currently receiving benefits 7,298
Terminated employees entitled to benefits but not yet receiving them 4,463
Current members 2,208

13,969

Benefits Provided: The DB Plan provides pension benefits to retired employees generally
based on age and/or years of credited service and an average of the three highest
annual salaries received by a member during years of credited service, or $6,000,
whichever is greater.

Members who joined the DB Plan prior to October 1, 1981 may retire with 10 years of
service at age 60 (age 55 for uniformed personnel); or with 20 to 24 years of service
regardless of age with a reduced benefit if the member is under age 60; or upon
completion of 25 years of service at any age.

Members who joined the DB Plan on or after October 1, 1981 and prior to August 22,
1984 may retire with 15 years of service at age 60 (age 55 for uniformed personnel); or
with 25 to 29 years of service regardless of age with a reduced benefit if the member is
under age 60; or upon completion of 30 years of service at any age.

Members who joined the DB Plan after August 22, 1984 and prior to October 1, 1995
may retire with 15 years of service at age 65 (age 60 for uniformed personnel); or with

25 to 29 years of service regardless of age with a reduced benefit if the member is
under age 65; or upon completion of 30 years of service at any age.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plans, Continued

A.

General Information About the Pension Plans, Continued:

Defined Benefit Plan, Continued

Upon termination of employment before attaining at least 25 years of total ser
member is entitled to receive a refund of total contributions including intere
member who terminates after completing at least 5 years of service has the op
leaving contributions in the GGRF and receiving a service retirement benefi
attainment of the age of 60 years. In the event of disability during emplo
members under the age of 65 with six or more years of credited service who @
entitled to receive disability payments from the United States Government are elic
receive sixty six and two-thirds of the average of their three highest annual <
received during years of credited service. The DB Plan also provides death benefit

Contributions and Funding Policy: Contribution requirements of participating emj
and active members are determined in accordance with Guam law. En
contributions are actuarially determined under the One-Year Lag Methodology.
this methodology, the actuarial valuation date is used for calculating the em
contributions for the second following fiscal year. For example, the September 3C
actuarial valuation was used for determining the year ended September 30,
statutory contributions. Member contributions are required at 9.55% of bas
(9.54% in 2016).

As a result of actuarial valuations performed as of September 30, 2015, 201
2013, contribution rates required to fully fund the Retirement Fund liability, as re
by Guam law, for the years ended September 30, 2017, 2016 and 2015, respe
have been determined as follows:

2017 2016

Normal costs (% of DB Plan payroll) 16.27% 15.86% 1
Employee contributions (DB Plan employees) 9.55% 9.54% _
Employer portion of normal costs (% of DB Plan payroll) 6.72% 6.32% _
Employer portion of normal costs (% of total payroll) 1.87% 1.94%
Unfunded liability cost (% of total payroll) 21.60% 22.42% 2
Government contribution as a % of total payroll 23.47% 24.36% 2
Statutory contribution rates as a % of DB Plan payroll:

Employer 27.41% 28.16% 2

Employee 9.55% 9.54% _

GPA’s contributions to the DB Plan for the years ended September 30, 2017, 20
2015 were $2,284,475, $2,438,748 and $2,772,299, respectively, which were e
the required contributions for the respective years then ended.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plans, Continued

A.

General Information About the Pension Plans, Continued:

Defined Benefit Plan, Continued

Actuarial Assumptions: Actuarially determined contribution rates are calculated as of
September 30, two years prior to the end of the fiscal year in which contributions are
reported. The methods and assumptions used to determine contribution rates are as
follows:

Valuation Date: September 30, 2015

Actuarial Cost Method: Entry age normal

Amortization Method: Level percentage of payroll, closed
Remaining Amortization Period: 14.58 years

Asset Valuation Method: 3-year smoothed market value
Inflation: 2.75%

Total payroll growth: 3.00% per year

Salary Increases: 4.50% to 7.50%

Expected Rate of Return: 7.00%

Discount Rate: 6.70%

Retirement age: 40% are assumed to retire upon first eligibility

for unreduced retirement. Thereafter, the
probabilities of retirement are 15% until age 65,
20% from 65-69, and 100% at age 70.

Mortality: RP-2000 healthy mortality table set forward by 4
years for males and 1 year for females. Mortality
for disabled lives is the RP 2000 disability
mortality table with no set forwards.

Other information: Actuarial assumptions are based upon periodic
experience studies. The last experience study
reviewed experience from 2007-2011, and was
first reflected in the actuarial valuation as of
September 30, 2012.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plans, Continued

A.

General Information About the Pension Plans, Continued:

Defined Benefit Plan, Continued

Discount Rate: The total pension liability is calculated using a discount rate tha
blend of the expected investment rate of return and a high quality bond index rate
expected investment rate of return applies to benefit payments that are funded by
assets (including future contributions), which includes all plan benefits except a
COLA and supplemental annuity (SA) payments to DB retirees. The rate of retur
high quality bond index applies to the ad hoc COLAs and supplemental annuity pay!
to DB retirees, which are not funded by plan assets. The blended rate calculat
described above is 6.70%.

Discount Rate Sensitivity Analysis: The following schedule shows the impact on th
Pension Liability if the discount rate used was 1% less than and 1% greater tha
discount rate that was used (6.70%) in measuring the 2016 Net Pension Liability.

1% Decrease in Current 1% Increase in
Discount Rate Discount Rate Discount Rate
5.70% 6.70% 7.70%
Net Pension Liability $ 86,707,750 $ 71,113,926 $ 57,691,871

Ad Hoc COLA/Supplemental Annuity Plan for DB Retirees

Plan Description: GPA participates in the GovGuam ad hoc COLA/supplemental ar
plan for DB retirees, a single-employer defined benefit pension plan administered &
GGRF. GPA considers this as a separate pension plan for DB retirees. A single act
calculation is performed annually covering all plan members and the same contrit
rate applies to each employer. GGRF issues a publicly available financial repor
includes financial statements and required supplementary information for this plan.
report may be obtained by writing to the Government of Guam Retirement Fund, -
Route 8, Maite, Guam 96910, or by visiting GGRF’'s website — www.ggrf.com.

Plan Membership: The plan membership is the same as the DB plan described aboy

Benefits Provided, Contributions and Funding Policy: Ad hoc COLA and supplen
annuity benefits are provided to members and beneficiaries at the discretion
Guam Legislature, but are funded on a “pay-as-you-go” basis so there is no plan
Ad hoc COLAs are made through annual allocations to provide DB Plan retired mer
and spouse survivors with COLA payments of $2,000 per year. In addition, DE
retired members and survivors whose benefits commenced prior to October 1,

have received supplemental annuity payments in the amount of $4,238 per yeal
not to exceed $40,000 per year when combined with their regular annual retire
annuity. It is anticipated that ad hoc COLA and supplemental annuity payment
continue to be made for future years at the same level currently being paid.

GPA’s contributions to the Ad Hoc COLA/Supplemental Annuity Plan for DB Retire

the years ended September 30, 2017, 2016 and 2015 were $1,221,634, $1,151,07
$1,132,303, respectively, which were equal to the statutorily required contributions
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plans, Continued

A.

General Information About the Pension Plans, Continued:

Ad Hoc COLA/Supplemental Annuity Plan for DB Retirees, Continued

Actuarial Assumptions: The methods and assumptions used to determine contribution
rates are as follows:

Valuation Date: September 30, 2015

Actuarial Cost Method: Entry age normal

Amortization Method: Level percentage of payroll, closed

Inflation: 2.75%

Total payroll growth: 3.00% per year

Salary Increases: 4.50% to 7.50%

Discount Rate: 6.70%

Retirement age: 40% are assumed to retire upon first eligibility

for unreduced retirement. Thereafter, the
probabilities of retirement are 15% until age 65,
20% from 65-69, and 100% at age 70.

Mortality: RP-2000 healthy mortality table set forward by 4
years for males and 1 year for females. Mortality
for disabled lives is the RP 2000 disability
mortality table with no set forwards.

Other information: Actuarial assumptions are based upon periodic
experience studies. The last experience study
reviewed experience from 2007-2011, and was
first reflected in the actuarial valuation as of
September 30, 2012

Discount Rate: The total pension liability is calculated using a discount rate that is a
blend of the expected investment rate of return and a high quality bond index rate. The
expected investment rate of return applies to benefit payments that are funded by plan
assets (including future contributions), which includes all plan benefits except ad hoc
COLA and supplemental annuity payments to DB retirees. The rate of return of a high
quality bond index applies to the ad hoc COLAs and supplemental annuity payments to
DB retirees, which are not funded by plan assets. The blended rate calculated as
described above is 6.70%.
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(6)

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Employees' Retirement Plans, Continued

A.

General Information About the Pension Plans, Continued:

Ad Hoc COLA Plan for DCRS Retirees, Continued:

Discount Rate: 3.058%

Retirement age: 5% per year from age 55 to 64, 10% per year
from age 65 to age 74, 100% at age 75

Mortality: RP-2000 healthy mortality table set forward by 4
years for males and 1 year for females. Mortality
for disabled lives is the RP 2000 disability
mortality table with no set forwards.

Other information: Actuarial assumptions are based upon periodic
experience studies. The last experience study
reviewed experience from 2007-2011, and was
first reflected in the actuarial valuation as of
September 30, 2012.

Discount Rate: The total pension liability is calculated using a discount rate of 3.058%
that is the high quality bond index rate. The rate of return of a high quality bond index
applies to benefit payments that are not funded by plan assets.

Discount Rate Sensitivity Analysis: The following schedule shows the impact on the Net
Pension Liability if the discount rate used was 1% less than and 1% greater than the
discount rate that was used (3.058%) in measuring the 2016 Net Pension Liability.

1% Decrease in Current 1% Increase in
Discount Rate Discount Rate Discount Rate
2.058% 3.058% 4.058%
Net Pension Liability $ 4,362,257 $ 3,818,888 $ 3,356,535

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions: '

Pension Liability: At September 30, 2017 and 2016, GPA reported a net pension liability
for its proportionate shares of the GovGuam net pension liabilities which comprised of
the following:

2017 2016
Defined benefit plan $ 71,113,926 $ 74,504,797
Ad hoc COLA/supplemental annuity )
plan for DB retirees . 10,942,403 11,002,776
Ad hoc COLA plan for DCRS retirees 3,818,888 3,392,046

$ 85875217 $ 88,899,619
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

' ‘Notes to Finandial Statements -
September 30, 2017 and 2016

(6) Employees' Retirement Plans, Continued

A.

Gen'eraI_Information About the Pension Plans, Continued:

Ad Hoc COLA/Supplemental Annuity Plan for DB Retirees, Continued

Discount Rate Sensitivity Analysis: The following schedule shows the impact on the Net
Pension Liability if the discount rate used was 1% less than and 1% greater than the
discount rate that was used (6.70%) in measuring the 2016 Net Pension Liability.

1% Decrease in Current 1% Increase in
Discount Rate Discount Rate Discount Rate
5.70% 6.70% 7.70%
Net Pension Liability $ 11,774,247 $ 10,942,403 $ 10,206,030

Ad Hoc COLA Plan for DCRS Retirees

Plan Description: GPA participates in the GovGuam ad hoc COLA plan for DCRS retirees,
a single-employer defined benefit pension plan administered by the GGRF. GPA
considers this as a separate pension plan for DCRS retirees. A single actuarial calculation
is performed annually covering all plan members and the same contribution rate applies
to each employer. GGRF issues a publicly available financial report that includes
financial statements and required supplementary information for this plan. That report
may be obtained by writing to the Government of Guam Retirement Fund, 424 A Route
8, Maite, Guam 96910, or by visiting GGRF’s website — www.ggrf.com.

Plan Membership: As of September 30, 2016, the most recent measurement date, plan
membership consisted of 8,858 active DCRS participants.

Benefits Provided, Contributions and Funding Policy: Ad hoc COLA benefits,
contributions and funding policy are the same as those for DB retirees.

GPA’s contributions to the Ad Hoc COLA Plan for DCRS Retirees for the years ended
September 30, 2017, 2016 and 2015 were $98,000, $88,000 and $80,000, respectively,
which were equal to the statutorily required contributions.

Actuarial Assumptions: The methods and assumptions used to determine contribution
rates are as follows:

Valuation Date: September 30, 2015
Actuarial Cost Method: Entry agé normal
Amortization Method: Level percentage of payroll
Inflation: 2.75%
Total payroll growth: 3.00% per year
Salary Increases: | 4.50% to 7.50%
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plans, Continued

B. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and De
Inflows of Resources Related to Pensions, Continued:

GPA’s proportion of the GovGuam net pension liabilities was based on projecti
GPA’s long-term share of contributions to the pension plans relative to the proj
contributions of GovGuam and GovGuam’s component units, actuarially determine
September 30, 2017 and 2016, GPA’s proportionate shares of the GovGuam net pe
liabilities were as follows:

2017 201¢

Defined benefit plan 5.20% 5.1¢
Ad hoc COLA/supplemental annuity

plan for DB retirees 4.77% 4.6°

Ad hoc COLA plan for DCRS retirees 6.19% 6.5:

Pension Expense: For the years ended September 30, 2017 and 2016, GPA recog
pension expense from the above pension plans as follows:

2017 201¢€

Defined benefit plan $ 5,405,355 $ 5,294,
Ad hoc COLA/supplemental annuity

plan for DB retirees 1,135,370 1,103,

Ad hoc COLA plan for DCRS retirees 332,974 309,

$ 6,873,699 $ 6,707,

Deferred Outflows and Inflows of Resources: At September 30, 2017 and 2016,
reported deferred outflows of resources and deferred inflows of resources relat

pensions from the following sources:

2017
Ad Hoc COLA/SA Ad Hoc COLA
Defined Benefit Plan Plan for DB Retirees for DCRS Ret
Deferred Deferred Deferred Deferred Deferred D¢
Outflows of Inflows of Outflows of  Inflows of Outflows of  Inf
Resources Resources Resources Resources Resources Re:
Difference between expected
and actual experience $ $ 234,273 $ 856 $ - $ 73,715 $
Net difference between projected
and actual earnings on pension
plan investments - 371,960 = - -
Changes of assumptions 202,481 - 11,287 417,059
Contributions subsequent to the
measurement date 6,458,402 1,221,634 98,000
Changes in proportion and difference
between GPA contributions and
proportionate share of contributions 33,408 55,373 126,638 1
$6,604,201 $606,233  $1,289,150 $___ - $2715412 $1
36
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(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

GUAM POWER AUTHORITY

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plans, Continued

B.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions, Continued:

2016 (as restated)

Defined Benefit Plan

Ad Hoc COLA Plan
for DCRS Retirees

Ad Hoc COLA/SA
Plan for DB Retirees

Deferred Deferred Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of  Inflows of Outflows of  Inflows of
Resources Resources Resources Resources Resources Resources
Difference between expected
and actual experience $ 891,044 $ - $ - $ 24,055 $ - $ 36,019
Net difference between projected
and actual earnings on pension
plan investments 802,882 - - - - -
Changes of assumptions 1,000,907 2 55,917 - 153,931 “
Contributions subsequent to the
measurement date 6,474,792 - 1,151,078 - 88,000 -
Changes in proportion and difference
between GPA contributions and
proportionate share of contributions - 732,788 88,171 = 134,970 -
$9,169,625 $732,788  § 1,295,166  $ 24,055 $ 376,901 $ 36,019

Deferred outflows resulting from contributions subsequent to measurement date will be
recognized as reduction of the net pension liability in the following year. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to
pensions at September 30, 2017 will be recognized in pension expense as follows:

Year Ending Defined Ad Hoc COLA/SA Ad Hoc COLA Plan
September 30 Benefit Plan Plan for DB Retirees for DCRS Retirees
2018 $ (821,427) $ 67,516 $ 28,013
2019 188,859 ‘ - 28,013
2020 662,124 - 28,013
2021 (399,900) - 28,013
2022 - - 28,013
Thereafter - - 294,686

$ (370,344) $ 67,516 $ 434,751

Defined Contribution Retirement System

Contributions into the Defined Contribution Retirement System (DCRS) plan by members are
based on an automatic deduction of 5% of the member’s regular base pay. The contribution
is periodically deposited into an individual investment account within the DCRS. Employees
are afforded the opportunity to select from different investment accounts available under the
DCRS.
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(6)

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Employees' Retirement Plans, Continued

Defined Contribution Retirement System, Continued

Statutory employer contributions for participants in the DCRS plan for the years el
September 30, 2017, 2016 and 2015 are determined using the same rates as the DB |
Of the amount contributed by the employer, only an amount equivalent to 5% of
member’s regular pay is deposited into the member’s individual investment account ir
DCRS. The remaining amount is contributed towards the unfunded liability of the DB Plan

Members of the DCRS plan, who have completed five years of government service, ha
vested balance of 100% of both member and employer contributions plus any earr
thereon.

GPA’s contributions for participants in the DCRS plan for the years ended September
2017, 2016 and 2015 were $5,280,871, $5,075,223, and $5,244,535, respectively, w
were equal to the required contributions for the respective years then ended. Of t
amounts, $4,173,926, $4,036,044 and $4,221,066 were contributed toward the unful
liability of the DB Plan for the years ended September 30, 2017, 2016 and 2015, respectiy

GPA has accrued an estimated liability of $4,008,397, $3,436,738 and $3,113,91
September 30, 2017, 2016 and 2015, respectively, for potential future sick leave paym
pursuant to Public Law 26-86 (note 1). However, this amount is an estimate and a
payout may be materially different than estimated.

Other Post-Employment Benefits

Plan Description: GovGuam, through its substantive commitment to provide other
employment benefits (OPEB), maintains a cost-sharing multiple employer defined benefit
to provide certain postretirement healthcare benefits to retirees who are members of
GovGuam Retirement Fund. Under the Plan, known as the GovGuam Group Health Insur
Program, GovGuam provides postemployment medical, dental and life insurance benefi
retirees, spouses, children and survivors. Active employees and retirees who waive me
and dental coverage are considered eligible for the life insurance benefit only. Because
Plan consists solely of GovGuam’s firm commitment to provide OPEB through the payme
premiums to insurance companies on behalf of its eligible retirees, no stand-alone fina
report is either available or generated.

Funding Policy: GovGuam contributes to the Plan a portion of the medical and d
premiums based on a schedule of semi-monthly rates provided through insurance compa
with GovGuam'’s contribution amount set each year at renewal. Retirees are also require
pay a portion of the medical and dental insurance premiums. Medical coverage continue
the spouse after the death of the retiree provided the spouse makes the req
contributions. Retirees and covered spouses are eligible for a $10,000 life insurance ber
Retirees do not share in the cost of this benefit. Monthly life insurance premium is $15.5-
covered life.

For the years ended September 30, 2017, 2016 and 2015, GPA reimbursed GovG

$2,884,459, $2,911,552 and $2,621,098, respectively, for its share of the costs of the a
mentioned Plan, which were equal to the statutorily required contributions.

38

Doc. No. 35GL-19-0045.



1ded
’lan.,
the
the

ve a
ings

30,
hich
hese
ded
ely.

2 at
ents
“tual

ost-
plan
the
ance
s to
dical
 the
1t of
ncial

ntal
nies,
d to
s to
lired
efit.
per

uam
Jove

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(6) Employees' Retirement Plan, Continued

(7)

Other Post-Employment Benefits, Continued

GPA’s net OPEB obligation at September 30, 2017, 2016 and 2015 for the above mentioned
Plan is as follows:

2017 2016 2015
$ 59,348,450 $51,711,054 $ 44,213,000

Defined Benefit 1.75 Retirement System (the DB 1.75 Plan) and the Guam Retirement
Security Plan (GRSP)

In September 2016, Public Law 33-186 was enacted to create two new government
retirement plans: the DB 1.75 Plan and the GRSP. Beginning January 1, 2018, the DB 1.75
Plan and GRSP are to become the primary retirement systems for all new hires.

The DB 1.75 Plan is open for participation by certain existing employees, new employees, and
reemployed employees who would otherwise participate in the DCRS Plan or the new GRSP
and who make election on a voluntary basis to participate in the DB 1.75 Plan by December
31, 2017. Employee contributions are made by a mandatory pre-tax payroll deduction at the
rate of 9.5% of the employee’s base salary while employer contributions are actuarially
determined. Members of the DB 1.75 Plan automatically participate in the GovGuam deferred
compensation plan, pursuant to which employees are required to contribute 1% of base
salary as a pre-tax mandatory contribution.

The GRSP will be the primary retirement plan for new employees beginning January 1, 2018,
unless the employee elects to participate in the DCRS Plan within 60 days of the employee’s
hire date. Certain existing and reemployed employees are also provided a limited opportunity
to participate in the GRSP. Employee contributions are made by a mandatory pre-tax payroll
deduction at the rate of 6.2% of the employee’s base salary. The employer makes matching
contributions at the same rate of 6.2% of the employee’s base salary.

Noncurrent Liabilities

A. Long-term Debt

Long-term debt at September 30, 2017 and 2016 is as follows:

2014 Series Senior Revenue Bonds, initial face value of
$76,470,000, interest at varying rates from 4.0% to
5.0% per annum payable semi-annually in October and
April, principal and mandatory sinking fund payments
payable in varying annual installments commencing with
a payment of $1,310,000 in October 2017, increasing to
a final payment of $4,855,000 in October 2044, $ 76,470,000 $ 76,470,000
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(7) __Noncurrent Liabilities, Continued

A. Long-term Debt, Continued

2017 2016
2012 Series Senior Revenue Bonds, initial face value of
$340,620,000, interest at varying rates from 2.98% to
5.0% per annum payable semi-annually in October and
April, principal and mandatory sinking fund payments
payable in varying annual installments commencing with
a payment of $110,000 in October 2013, increasing to a
maximum payment of $25,630,000 in October 2031, with
a final payment of $24,485,000 in October 2034. 339,830,000 339,945,
2010 Series Senior Revenue Bonds, initial face value of
$150,440,000, interest at varying rates from 5.0% to
5.5% per annum payable semi-annually in October and
April, principal and mandatory sinking fund payments
payable in varying annual installments commencing with
a payment of $225,000 in October 2022, increasing to
$17,215,000 in October 2040. Refinanced in December
2017 (note 13). 150,440,000 150,440,
Total long-term debt 566,740,000 566,855,
Less current maturities (1,780,000) (115,
564,960,000 566,740,
Add premium on 2014 and 2012 bonds 29,002,672 31,824,
Less discount on 2010 bonds (3,393,810) (3,506,
Total bonds $ 590,568,862 $ 595,057,

Proceeds of the 2010 Series Senior Revenue Bonds were used to finance capital proj
generally consisting of a new administration building and various generation, transmis
and distribution facilities, make a deposit to the Bond Reserve Fund, provide capita
interest through October 1, 2013, and pay costs of issuance.

Proceeds of the 2012 Series Revenue Bonds were used to refund GPA’s 1993 and 1999 Se
Bonds, make a deposit to the Senior Bond Reserve Fund to increase the amount on de|
therein to the Bond Reserve Fund Requirement, and pay costs of issuance.

Proceeds of the 2014 Series Revenue Bonds were used to finance a variety of genera
transmission and distribution improvements and systems and information technc
upgrades, make a deposit to the Senior Bond Reserve Fund, provide capitalized inte
through September 30, 2017, and pay costs of issuance.

All gross revenues of GPA have been pledged to repay the 2010, 2012 and 2014 series b
principal and interest. For the years ended September 30, 2017 and 2016, the debt sel

for the 2010, 2012 and 2014 series bonds was $30,532,400 and $28,870,850, respecti
or approximately 9% of pledged gross revenues.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(7) _Noncurrent Liabilities, Continued

A. Long-term Debt, Continued

Premium and discount associated with the 2010, 2012 and 2014 series bonds at September
30, 2017 and 2016 are being amortized on the effective interest method over the life of the

applicable debt.

As of September 30, 2017, future maturities of long-term debt are as follows:

Total
Year Ending September 30, Principal Interest Debt Service
000
2018 $ 1,780,000 $ 28,712,600 $ 30,492,600
2019 1,495,000 28,636,625 30,131,625
2020 15,950,000 28,201,700 44,151,700
2021 20,515,000 27,290,075 47,805,075
2022 21,540,000 26,238,700 47,778,700
2023 through 2027 126,010,000 113,699,200 239,709,200
2028 through 2032 155,915,000 77,723,800 233,638,800
2033 through 2037 126,725,000 39,724,750 166,449,750
2038 through 2042 82,905,000 14,691,725 97,596,725
000 2043 through 2045 13,905,000 1,017,025 14,922,025
000 $ 566,740,000 $ 385,936,200 $ 952,676,200
000) Debt Refunding
000 . . .
In October 2012, GPA refunded its 1993 and 1999 Series bonds through the issuance of the
124 2012 Series bonds. At the time of refunding, the 1993 and 1999 Series bonds had principal
346) balances outstanding of $56,370,000 and $299,680,000, respectively. The proceeds for the
T refunding were transferred to an escrow agent who used the proceeds to purchase non-
/78 callable and non-prepayable obligations of the United States of America or held as cash and
are to be held in an irrevocable trust to be used for the payment of the principal of and
=Cts, interest on the 1993 and 1999 Series bonds. The advance refunding met the requirements of
sion an in-substance defeasance and the 1993 and 1999 bonds were removed from GPA's financial
ized statements. The advance refunding resulted in a loss on defeasance totaling $17,283,801
representing the difference between the reacquisition price and the carrying amount of the
1993 and 1999 bonds. Although the advance refunding resulted in the recognition of an
nior accounting loss, GPA in effect reduced its aggregate debt service payments by $16,506,398
osit over the next twenty years and obtained an economic gain (difference between the present
values of the old debt and the new debt service payments) of $27,940,966.
Cion, The loss on refunding of the 1993 and 1999 Series bonds is being amortized using the
logy effective interest method over the average remaining life of the 1993 and 1999 bonds which
rest approximated the average life of the 2012 Series bonds. The unamortized balance of the loss
on refunding of the 1993 and 1999 Series bonds is $11,076,064 and $12,324,400 as of
September 30, 2017 and 2016, respectively.
nds
vice
rely,
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Noncurrent Liabilities, Continued

A. Long-term Debt, Continued

Forward Delivery Contract

On September 28, 2000, GPA entered into Bond Reserve Fund Forward Delivery Agreen
(the agreements) with Lehman Brothers and Bank of America. In connection witt
agreements, GPA received cash of $13.5 million in October 2000, representing the pr
value of interest income on certain invested bond proceeds. Based on the terms o
agreements, gross proceeds totaled $17,521,029 while GPA incurred termination fees
closing costs totaling $3,530,000 and $1,250,000, respectively. The $13.5 million ir
proceeds included $759,500 of interest income earned as of the closing dates o
agreements.

The gross proceeds, termination fees and closing costs have been deferred and amortize
a straight line basis over the average remaining life of the 1993 and 1999 bonds. The
proceeds, net of amortization, are reflected as unearned forward delivery contract reven
the accompanying statements of net position. The termination fees and closing cost
reflected as unamortized forward delivery contract costs in the accompanying statemer
net position. The amortization of forward delivery contract revenues and costs is reflect
components of interest income and interest expense, respectively, in the accompal
statements of revenues, expenses and changes in net position.

The following summarizes the unearned revenues and unamortized costs on the for
delivery contract at September 30, 2017 and 2016:

2017 2016
Unearned forward delivery contract revenues $ 8,760,514 $ 8,760,°F
Accumulated amortization (6,424,443) (5,840,4

$ 2,336,071 $ 2,920,C

Unamortized forward delivery contract costs $ 2,390,265 $ 2,390,2
Accumulated amortization (1,752,908) (1,593,5

$ 637,357 $ __796,7
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(7) _Noncurrent Liabilities, Continued

B. Long-term Liabilities

Changes in long-term liabilities were as follows:

Outstanding
October 1, 2016

Outstanding

(as restated) Increases Decreases  September 30, 2017 Current
2010 Series Senior bonds $ 150,440,000 $ - $ - $ 150,440,000 $ -
2012 Series Senior bonds 339,945,000 - (115,000) 339,830,000 470,000
2014 Series Senior bonds 76,470,000 = - 76,470,000 1,310,000
Unamortized premium on bonds 31,824,124 - (2,821,452) 29,002,672 -
Unamortized discount on bonds (3,506,346) . 112,536 (3,393,810) -
Obligations under capital leases 39,609,962 29,466,516 (21,317,453) 47,759,025 23,330,193
DCRS sick leave liability 3,436,738 571,659 - 4,008,397 -
Employees’ annual leave 3,212,561 3,033,434 (3,114,338) 3,131,657 2,045,201
Net pension liability 88,899,619 - (3,024,402) 85,875,217 5
Customer advances for construction 319,321 53,683 (3,824) 369,180 i

$ 730,650,979 $ 33,125,292 $ (30,283,933) $ 733,492,338  $ 27,155,394

Outstanding Outstanding
October 1, 2015  Increases September 30, 2016
(as restated)  (as restated) Decreases (as restated) Current

2010 Series Senior bonds $ 150,440,000 $ - $ - $ 150,440,000 $ -
2010 Series Subordinate bonds 14,155,000 - (14,155,000) - -
2012 Series Senior bonds 340,055,000 = (110,000) 339,945,000 115,000
2014 Series Senior bonds 76,470,000 - - 76,470,000 -
Unamortized premium on bonds 34,543,120 - (2,718,996) 31,824,124 -
Unamortized discount on bonds (3,612,954) - 106,608 (3,506,346) -
Obligations under capital leases 54,429,781 - (14,819,819) 39,609,962 16,737,242
DCRS sick leave liability 3,113,912 322,826 - 3,436,738 -
Employees’ annual leave 3,194,892 2,599,550 (2,581,881) 3,212,561 2,405,799
Net pension liability 80,858,389 8,041,230 g 88,899,619 =
Customer advances for construction 205,461 129,522 (15,662) 319,321 -

$ 753,852,601 $11,003,128 $ (34,294,750) $ 730,650,979  $ 19,258,041

(8) Agreements with the U.S. Navy

On September 15, 1996, a lease agreement was entered into between GPA and the U.S. Navy
(Navy) to transfer to GPA the operations, maintenance, and custody of certain Navy-owned
electrical transmission and distribution lines, electric power generation facilities, related
structures and equipment, together with the associated land interest. The facilities are leased
to GPA at no cost for a period of 50 years.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Agreements with the U.S. Navy, Continued

(9)

On August 1, 2012, GPA and the Navy entered into a Utility Services Contract (USC)
period of ten years, unless terminated early at the option of the Navy, with no optic
extension. Key features of the USC include transfer of certain Navy facilities to GPA
charge, calculation of power rates charged to the Navy in accordance with the method
approved by the PUC, GPA’s continued use of the Navy’s assets and associated real ¢
assets at no charge, compensation by GPA to the Navy for energy supplied to
customers from Navy dedicated facilities, weekly fuel payments by the Navy, supply of
to Guam Waterworks Authority (GWA) by the Navy for power generation faci
maintenance of a minimum contract demand with no maximum demand provision
payment within fifteen days of electric billing by the Navy, subject to late payment che
During the years ended September 30, 2017 and 2016, GPA billed the Navy $54,904,63
$49,193,414, respectively, for sales of electricity under the USC. Receivables from the
were $4,020,017 and $2,379,893 at September 30, 2017 and 2016, respectively.

On August 31, 2015, GPA and the Navy entered into a Basic Ordering Agreement (BOA)
enumerates task items that are to be contracted to identify, develop and/or implement
on Navy facilities and utility systems. The tasks are generally related to energy sel
including renewable energy and energy efficiency. The period during which the orders m
placed against the BOA may not exceed five years. As of September 30, 2017, no wor
commenced on this BOA.

On September 12, 2016, GPA and the Navy entered into a lease agreement to lease a p
of the land controlled by the Navy to construct and operate a renewable energy plant
lease will not be effective until a final decision to determine if the project is consistent
the Federal Renewable Energy Program is obtained. If the terms and conditions of the
agreement are satisfied, the land will be leased to GPA at no cost until April 30, 2054.
September 30, 2017, the effectivity of the lease is not yet established.

Commitments and Contingencies

Fuel Purchase Contracts

In August 2013, GPA entered into a fuel purchase contract with Hyundai Corporation.
agreement is for two years commencing on September 1, 2013 with options to exter
three additional one-year terms upon mutual agreement of both parties. In August 201.
parties amended and agreed to extend the contract for three years commencir
September 1, 2015 with options to extend for a three-year term upon mutual agreem:
both parties.

In January 2015, GPA entered into diesel fuel supply contracts with IP&E Guam, Inc
Mobil Oil Guam, Inc. The agreements are for three years ending December 31, 2017 w
option to extend for two additional one-year terms, renewable annually. In December
GPA exercised the option and extended the contract through December 31, 2018.

In May 2015, GPA entered into cylinder lubrication oil supply contract with Pacific Petrt

Trading Corporation. The agreement is for three years commencing June 1, 2015 with o
to extend for two additional one-year terms, renewable annually.
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(9)

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Commitments and Contingencies, Continued

Performance Management Contracts

In 2010, GPA entered into Performance Management Contracts (PMC) with two companies for
the operation and maintenance of Cabras 1 and 2, and Cabras 3 and 4 generators, which
became effective on October 1, 2010 and July 1, 2010, respectively. The PMCs are for a
period of five years with an option to extend for another five-year term. The fees are subject
to certain incentives and penalties, as agreed by both parties. Several extensions were made
on both PMCs. The latest extension of the PMC for Cabras 1 and 2 expires on September 30,
2020 while the PMC for Cabras 3 and 4 expires on February 28, 2018.

In 2016, GPA entered into a PMC for the Dededo, Macheche and Yigo combustion turbine
power plants for a period of five years commencing on March 1, 2016 with options to extend
for one additional three-year term and one additional two-year term. The fees are subject to
certain incentives and penalties, as agreed by both parties.

At September 30, 2017, the minimum future fixed management fees are as follows:

Year Ending September 30, Amount
2018 $ 2,688,626
2019 2,449,963
2020 2,515,840
2021 293,203
$ 7,947,632

Fuel Bulk Storage Facility Contract

In September 2017, GPA entered into an agreement for the management and operations of
its fuel bulk storage facility. The agreement is for two years ending September 30, 2019 with
an option to extend the contract for three additional one-year terms. At September 30, 2017,
the minimum future management fees for the years ending September 30, 2018 and 2019
are $516,560 and $532,057, respectively.

Operating Leases

GPA entered into a sublease agreement for vehicle, equipment, and material storage and for
a power substation beginning November 1, 2002 with annual rental of $61,261 through
October 31, 2012, which was extended for ten years.

GPA entered into a lease agreement for fuel storage tanks effective September 1, 2013. The
contract includes fixed annual fees escalating 4% every year until August 31, 2018.

GPA entered into a commercial space lease beginning July 1, 2010, with monthly rentals of
$4,495 through June 30, 2015, which was extended for five years.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(9) Commitments and Contingencies, Continued

Operating Leases, Continued

At September 30, 2017, future minimum lease payments for operating leases are as follc

Year Ending September 30, Amount

2018 $ 1,630,481
2019 115,196
2020 101,712
2021 61,261
2022 61,261
2023 5,105

$ 1,975,016

Rent expense under the aforementioned agreements totaled $1,709,954 and $1,64
during the years ended September 30, 2017 and 2016, respectively.

Renewable Energy Contracts

GPA entered into two renewable energy purchase agreements to purchase 20 MW and
MW of solar renewable energy. The commercial operation date of the two solar plant:
October 30, 2015. The agreements include escalating contract prices per MW hour until
and 90% minimum production which is the minimum requirement per contract year that
be met to avoid production shortfall penalties. The total minimum renewable energy pur
commitment is 1.1 million MW hours.

At September 30, 2017, the minimum future renewable energy purchases are as follows:

Year Ending September 30, Amount
2018 $ 9,164,695
2019 9,157,338
2020 9,162,071
2021 9,171,682
2022 9,200,983
2023 through 2027 46,045,437
2028 through 2032 46,118,779
2033 through 2037 46,575,874
2038 through 2041 28,968,797

$ 213,565,656

Capital Commitments

As of September 30, 2017, GPA has various on-going construction contracts with a
contract price of $62 million, of which $27 million has been paid.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Commitments and Contingencies, Continued

Letters of Credit

As of September 30, 2017, GPA has a $35 million uncollaterized revolving documentary letter
of credit for purchases of fuel. There was an outstanding commitment of $14 million under
the standby letter of credit at September 30, 2017.

Self-Insurance

GPA self-insures its transmission and distribution (T&D) plant, because no insurance is
available at reasonable rates.

As the result of a PUC Order, GPA adds an insurance charge of $0.00290 per kWh for civilian
ratepayers and from $0.00035 per kWh to $0.00070 per kWh for the Navy until a self-
insurance fund balance of $20 million is achieved. Insurance charge proceeds are transferred
to the restricted self-insurance fund to be used to cover losses that would normally be
covered by insurance. GPA is not prohibited from petitioning PUC for approval to use the self-
insurance fund for additional purposes to the extent that such losses are not covered by
insurance.

The self-insurance fund, included in cash and cash equivalents held by GPA, was $19,251,372
and $19,506,796 at September 30, 2017 and 2016, respectively.

In 2015, GPA reached the $20 million self-insurance cap and the insurance surcharge was
discontinued. The insurance surcharge will be reactivated after the fund balance falls to less
than $18 million.

Autonomous Agency Collections Fund

On March 31, 2011, GPA received an invoice from the Government of Guam Department of
Administration (GovGuam DOA) of $12,250,000 representing an annual assessment of
$875,000 for each of the fiscal years 1998 to 2011 pursuant to 5 GCA Chapter 22 Section
22421, Transfer of Autonomous Agency Revenues To Autonomous Agency Collections Fund.
In September 2013, GPA received another invoice for $875,000 from the Chamorro Land
Trust Commission referring to the same annual assessment aforementioned. There was no
invoice received for the years ended September 30, 2017 and 2016. GPA obtained approval
from the CCU to offer GovGuam DOA a settlement amount of $2.6 million. However, such
settlement offer is conditional on the approval by the PUC of a surcharge to recover the
assessment from ratepayers. The PUC has not approved the surcharge as of September 30,
2017 and therefore, no liability or other impact has been recognized in the accompanying
financial statements.

Hazardous Waste Assessment

Guam Public Law 20-110 requires certain entities to remit payments to a hazardous
substance expense fund. There are questions as to the enforceability of the law; accordingly,
no provision has been made in the accompanying financial statements for payments to be
made under this law. GPA is covered by its self-insurance and worker’'s compensation
insurance in case of accidents due to hazardous substances.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Commitments and Contingencies, Continued

Litigation

GPA has several asserted and unasserted claims outstanding as of September 30, 2017.
not possible for the management of GPA to estimate the ultimate resolution of these ma
and therefore, no provision for any liability that may result from these claims has been n
in the accompanying financial statements.

Merit System

In 1991, Public Law 21-59 was enacted to establish a bonus system for employee
GovGuam, autonomous and semi-autonomous agencies, public corporations and other p
instrumentalities of GovGuam who earn a superior performance grade. The bont
calculated at 3.5% of the employee's base salary beginning 1991 but was suspended by
for the years 1996, 2002, 2003 and 2004. Between 1991 and 2008, GPA did not calcula
pay any bonuses. In 2010, the Guam Legislature authorized GPA to implement a Pa
Performance program, similar to the GovGuam unified pay systems for certified, technical
professional positions, covering the evaluation period of 2009. As of September 30, 2017
2016, the CCU determined that there was no liability for employees covered in the new
system. Therefore, no liability has been recognized in the accompanying financial stateme

U.S. Environmental Protection Agency

On May 24, 1986, the administrator of the U.S. Environmental Protection Agency (
granted a continuing exemption to GPA under the provisions of Section 325(b) of the C
Air Act, as amended. The terms of the exemption require monitoring by EPA, ce
commitments by GPA regarding fuel stocks, and reporting and delineation of ground:
revocation of the exemption.

In February 2011, EPA, under the Clean Air Act, established new rules under Nat
Emission Standards for Hazardous Air Pollutants for Reciprocating Internal Combustion Er
Maximum Achievable Control Technology (RICE MACT). These new rules require ¢
emissions control and continuous monitoring system equipment to be installed on all
peaking and baseload diesel generators including its Cabras 3 and 4 and MEC 8 and 9
speed diesel units. Compliance under the diesel MACT was due May 3, 2013.
compliance under the diesel MACT could result in penalty fees of $37,000 per unit per
GPA applied for and received a one-year extension for complying with the rules with res
to its small diesel peaking units. The required stack emission equipment was installed w
the extension period. As to compliance with the other units subjected to RICE MACT,
requested EPA to enter into a consent decree allowing time for GPA to comply with
regulations and allowing potential fines and penalties for non-compliance to be use
compliance with regulations. In January 2015, GPA submitted its compliance plan outl
the proposed timelines for inclusion in the consent decree.

In August 2015, due to explosion and fire at Cabras 3 and 4 power plant (see note 10), t
units are no longer subject to compliance. As of September 30, 2017, GPA is still negoti
the consent decree with EPA. GPA believes result of negotiations with EPA will defer pote
fines post RICE MACT deadlines for the slow speed diesel units. If the consent decree i
reached, the maximum liability of GPA would be $186 million as of September 30, 2017,
liability that may result from potential noncompliance has been recorded in the accompar
financial statements.
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GUAM POWER AUTHORITY
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Notes to Financial Statements
September 30, 2017 and 2016

(9) Commitments and Contingencies, Continued

Environmental Protection Agency, Continued

It is EPA also established rules for Electric Generating Unit Maximum Achievable Control
ters Technology (EGU MACT) which applies to Cabras 1 and 2 and Tanguisson steam boiler units.
1ade Compliance under the EGU MACT was due in April 2015. Non-compliance could result in

penalty fees of $37,000 per unit per day. GPA obtained PUC approval to early terminate the
associated energy conversion agreement of the Tanguisson unit. By deactivating the
Tanguisson unit, GPA did not incur compliance costs for this unit. As to compliance for Cabras
1 and 2, a consent decree requested from EPA for compliance with RICE MACT is also

s of expected to cover the EGU MACT compliance.
ablic
s is Integrated Resource Plan
law
e or In 2012, GPA developed its Integrated Resource Plan (IRP). The objectives of the IRP are
/ for primarily to identify the timing, size, technology of future power generating units, and to
and address issues such as fuel diversification and the renewable energy portfolio standards.
and | Specifically, the IRP recommendations include the replacement of older generation equipment
pay ~ with combined cycle combustion turbine generators which can utilize either Liquefied Natural
nts. Gas (LNG) or Ultra-Low Sulfur (ULS) diesel fuel oil; adding 40-45 MW of generation from
renewable energy sources; and diversification of its fuel source to LNG and ULS diesel fuel oil.
In August 2015, GPA lost 78MW of base load capacity and experienced insufficient generation
=PA) reserve after the explosion and fire at the Cabras 4 Power Plant. The PUC ordered GPA to
lean update the IRP in consideration of this event. The results of the updated IRP indicated that
rtain GPA should procure up to 180 MW of combined cycle units. In October 2016, the PUC
 for authorized GPA to proceed with procurement which shall be based upon the Independent
Power Producer (IPP) model. No approval was given in regards to bond financing,
restructuring, or financing/leasing for the IPP. The PUC also ordered GPA to retire Cabras 1
onal and 2 upon commission of the new combined cycle plants.
gine
tack GPA reassessed the estimated useful life of Cabras 1 and 2 based on the expected retirement
GPA of these plants when the new combined cycle plant becomes operational. GPA recorded
slow additional depreciation expense of approximately $3.7 million during each of the years ended
Non- September 30, 2017 and 2016 due to the revised estimated useful life of these power plants.
day.
pect Asset Retirement Obligation
ithin
GPA GPA has power plants that were identified to be retired in the future. Upon retirement, GPA
the may incur costs to dismantle and clean-up the power plants. GPA has no legal or contractual
| for obligation to perform these actions when they retire their assets; therefore, no provision for
ning this potential cost was recorded in the accompanying financial statements.
hese
ting
1ntia|
 not
No
ying
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(10) Explosion and Fire at Cabras Power Plant

On August 31, 2015, GPA suffered an explosion and fire at its Cabras 3 and 4 genera
building. GPA commissioned -an investigation and evaluation of the loss of Cabras
generator. In 2016, it was determined that Cabras 4 was a total loss. It was later determin
that repair of the Cabras 3 generator was economically infeasible. As a result, both t
Cabras 3 and 4 generators and related facilities and equipment were written down to ze
value at September 30, 2016.

As of September 30, 2017, GPA received $84 million of insurance recoveries. Subsequent
September 30, 2017, GPA entered into a final insurance settlement of $126 million. As
result, GPA recorded an additional $42 million recovery receivable at September 30, 20
(see note 3). GPA applied the insurance recoveries against actual damage incurred a
estimated repair costs, and presented these as an extraordinary item in the accompanyi
financial statements.

The extraordinary item amount estimated for the years ended September 30, 2017 and 20
comprise of the following:

2017 2016

Insurance recoveries $ 125,884,342 $ 84,040,000
Impairment of Cabras 3 and 4 (52,873,884) (52,873,884
Temporary power services (13,923,247) (13,923,247
Repair and other costs (24,780,107) (24,780,107
Administrative charges (4,645,452) (2,850,577
Clean-up costs (1,018,075) (1,018,075
Fuel recovery (4,600,000) (4,600,000
Provision for inventory obsolescence (1,069,158) (1,069,158
Revenue loss (2,730,560) (2,730,560

20,243,859 $ (19,805,608
Extraordinary loss recognized in 2016 19,805,608

Extraordinary gain recognized in 2017 $ 40,049,467

Total damage costs are based on GPA’s current best estimate and may ultimately
materially different than estimated.

(11) Related Party Transactions and Balances

During the years ended September 30, 2017 and 2016, GPA billed GovGuam agenc
$48,761,147 and $45,460,183, respectively, for sales of electricity. Receivables frc
GovGuam agencies were $4,977,262 and $4,546,621 at September 30, 2017 and 201
respectively (see note 3).

GPA provides electrical and administrative services to GWA, a component unit of t
GovGuam, which is also governed by the CCU. Electricity sales to GWA for the years end
September 30, 2017 and 2016 were $12,073,592 and $11,193,172, respective
Outstanding receivables were $1,083,783 and $897,240 at September 30, 2017 and 201
respectively, which are included in the GovGuam agencies receivable mentioned above.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(11) Related Party Transactions and Balances, Continued

On June 23, 2009, GPA and GWA entered into a Memorandum of Understanding (MOU) where
each agency agrees to provide administrative, operational, maintenance, repair and other
specified services on behalf of the other agency and each will reimburse the other for their
actual costs for providing said services. Total billings by GPA to GWA for administrative
expenses and cost reimbursements were $147,538 and $202,090 for the years ended
September 30, 2017 and 2016, respectively. Outstanding receivables totaled $12,254 and
$112,815 at September 30, 2017 and 2016, respectively, and were included in other
receivables (see note 3).

In 2015, GPA and GWA replaced their revenue billing systems with a combined billing system.
In accordance with a MOU between GPA and GWA, costs necessary for the implementation
and operation of the combined billing system are shared by GPA and GWA. Total amounts
billed by GPA to GWA for its share in the operation of the combined billing system amounted
to $250,000 in 2016. Outstanding receivables were $56,272 and $118,774 at September 30,
2017 and 2016, respectively, and were included in other receivables (see note 3).

Effective October 1, 2015, GPA and GWA implemented an agreement to share in the costs of
the office building commonly occupied by them for an annual cost of $269,170 due from GWA
to GPA. GWA also shares in the actual costs incurred for security, janitorial services, building
insurance and other maintenance costs. Total billings by GPA to GWA for its share of the costs
of the office building were $454,941 and $353,291 for the years ended September 30, 2017
and 2016, respectively. Outstanding receivables were $36,678 and $31,935 at September 30,
2017 and 2016, respectively, and were included in other receivables (see note 3).

GWA billed GPA for water and sewer charges on the facilities transferred by the Navy to GPA
under the USC (see note 8) totaling $493,549 and $1,166,911 for the years ended September
30, 2017 and 2016, respectively. The amount due to GWA at September 30, 2017 and 2016
was $505,031 and $139,738, respectively, which was included in accounts payable -
operations in the accompanying statements of net position.

In October 2011, U.S. Federal Emergency Management Agency (FEMA) reimbursed GPA for
certain typhoon related costs incurred in 2002 of approximately $1,800,000. The
reimbursement was received by GovGuam DOA which plans to offset such amount against
billings to GPA related to the Autonomous Agency Collections Fund (see note 9). Due to
uncertainty of receipt, GPA has not recorded the reimbursement in the accompanying
financial statements.
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(12)

GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

Restricted Net Position

(13)

At September 30, 2017 and 2016, net position was restricted for the following purposes:

2017 2016
Debt service $ 3,685,679 $ 1,627,138
Budgeted maintenance and operating expenses 10,472,662 1,372,165
Demand Side Management Program and projects 1,074,491 1,646,041
$ 15,232,832 $ 4,645,344

Subsequent Events

(14)

In December 2017, GPA refinanced the 2010 Senior Revenue bonds through the issuance of
the 2017 Revenue Refunding bonds. The 2017 series bonds have the same maturity date as
the 2010 series bonds but bear a lower interest rate and reduced the principal amount to
$148,670,000. GPA saved approximately $7.8 million from this refunding.

Utility Plant

A summary of changes in capital assets for the years ended September 30, 2017 and 2016

were as follows:

Doc. No. 35GL-19-0045.
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Estimated Beginning Transfers Transfers Ending Balance
Useful Lives Balance and and September 30,
2017: in Years October 1, 2016 Additions Deletions 2017
Depreciable:

Steam production plant 25 - 50 $ 116,221,073 $ 7,786,668 $  (491,386) $ 123,516,355
Other production plant 25 225,201,904 17,570,519 (17,745,997) 225,026,426
Transmission plant 30 - 45 178,576,835 4,590,737 (867,325) 182,300,247
Distribution plant 25 - 45 220,981,069 6,170,868 (1,380,702) 225,771,235
General plant 03 - 60 93,158,754 5,255,343 (2,806,737) 95,607,360
Production plant under capital lease 20 - 40 155,382,727 29,466,516 - 184,849,243
989,522,362 70,840,651 (23,292,147) 1,037,070,866
Accumulated depreciation (540,262,573) (44,291,589) 22,703,091 (561,851,071
449,259,789 26,549,062 (589,056) 475,219,795

Non-depreciable:
Land and land rights 1,072,236 = - 1,072,236
Construction work in progress 17,206,430 61,099,405 (59,825,662) 18,480,173
18,278,666 61,099,405 (59,825,662) 19,552,409
$ 467,538,455  $ 87,648,467 $ (60,414,718) $ 494,772,204



GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Notes to Financial Statements
September 30, 2017 and 2016

(14) Utility Plant, Continued

Estimated Beginning Transfers Transfers Ending Balance
Useful Lives Balance and and September 30,
2016: in Years October 1, 2015 Additions Deletions 2016
Depreciable:
Steam production plant 25-50 $ 101,802,084 $ 15,477,391 $ (1,058,402) $ 116,221,073
Other production plant 25 271,811,044 2,262,159 (48,871,299) 225,201,904
Transmission plant 30 - 45 168,377,451 10,225,658 (26,274) 178,576,835
Distribution plant 25 -45 215,803,790 7,080,812 (1,903,533) 220,981,069
General plant 03 - 60 90,173,607 2,718,926 266,221 93,158,754
Production plant under capital lease 20 - 40 155,382,727 - - 155,382,727
1,003,350,703 37,764,946 (51,593,287) 989,522,362
Accumulated depreciation (494,104,531) (44,240,395) (1,917,647) (540,262,573)
509,246,172 (6,475,449) (53,510,934) 449,259,789
Non-depreciable:
Land and land rights 1,072,236 - - 1,072,236
Construction work in progress 31,056,101 27,252,248 (41,101,919) 17,206,430
32,128,337 27,252,248 (41,101,919) 18,278,666

$ 541,374,509  $ 20,776,799  $ (94,612,853)
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GUAM POWER AUTHORITY
(A Component Unit of the Government of Guam)

Required Supplemental Information (Unaudited)
Schedule of Proportional Share of the Net Pension Liability
Last 10 Fiscal Years*

Defined Benefit Plan

2017 2016 2015 2014

Total Government of Guam net pension liability $ 1,368,645,126 $ 1,436,814,230 $ 1,246,306,754 $ 1,303,304,636
Guam Power Authority's (GPA's) proportionate share of the net pension liability $ 71,113,926 $ 74,504,797 $ 67,025,973 $ 77,870,353
GPA's proportion of the net pension liability 5.20% 5.19% 5.38% 5.97%
GPA's covered-employee payroll** $ 26,308,182 $ 26,516,476 $ 27,155,671 $ 27,505,038
GPA's proportionate share of the net pension liability as

percentage of its covered employee payroll 270.31% 280.98% 246.82% 283.11%
Plan fiduciary net position as a percentage of the total pension liability 54.62% 52.32% 56.60% 53.94%

* This data is presented for those years for which information is available.
*x Covered-employee payroll data from the actuarial valuation date with one-year lag.

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY
(A Component Unit of the Government of Guam)

Required Supplemental Information (Unaudited)

Schedule of Proportional Share of the Net Pension Liability
Last 10 Fiscal Years*

Ad Hoc COLA/Supplemental Annuity Plan for DB Retirees

2017

2016

Total Government of Guam net pension liability*** $ 229,486,687
Guam Power Authority's (GPA's) proportionate share of the net pension liability $ 10,942,403
GPA's proportion of the net pension liability 4.77%
GPA's covered-employee payroll** $ 24,142,501

GPA's proportionate share of the net pension liability as
percentage of its covered employee payroll 45.32%

* This data is presented for those years for which information is available.
** Covered-employee payroll data from the actuarial valuation date with one-year lag.
*** No assets accumulated in a trust to pay benefits.

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY
(A Component Unit of the Government of Guam)

Required Supplemental Information (Unaudited)

Schedule of Proportional Share of the Net Pension Liability
Last 10 Fiscal Years*

Ad Hoc COLA-Plan for DCRS Retirees

2017 2016
Total Government of Guam net pension liability*** $ 61,688,067 $ 52,115,736
Guam Power Authority's (GPA's) proportionate share of the net pension liability $ 3,818,888 $ 3,392,046
GPA's proportion of the net pension liability 6.19% 6.51%
GPA's covered-employee payroll** $ 22,600,153 $ 23,164,094
GPA's proportionate share of the net pension liability as
percentage of its covered employee payroll 16.90% 14.64%

* This data is presented for those years for which information is available.
** Covered-employee payroll data from the actuarial valuation date with one-year lag.
%% No assets accumulated in a trust to pay benefits.

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY

(A Component Unit of the Government of Guam)

Required Supplemental Information (Unaudited)
Schedule of Pension Contributions
Last 10 Fiscal Years*

Statutorily required contribution

Contributions in relation to the statutorily required contribution
Contribution (excess) deficiency
GPA's covered-employee payroll **

Contribution as a percentage of covered-employee payroll

2017 2016 2015 2014
$ 6,474,792 $ 6,993,365 § 7,249,568 $ 7,375,045
6,464,756 6,974,715 7,212,224 7,285,774
$ 10,036  $_ 18,650 $ 37,344 3 89,271

$ 26,308,182

$ 26,516,476

$ 27,155,671

$ 27,505,038

24.57%

* This data is presented for those years for which information is available.
** Covered-employee payroll data from the actuarial valuation date with one-year lag.

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Schedule of Funding Progress and Actuarial Accrued Liability - Post
Employment Benefits Other than Pension (Unaudited)

The Schedule of Funding Progress presents GASB 45 results of OPEB valuations as of fiscal year ends September 30,
2017, 2016, 2011, and 2007 for the Guam Power Authority's share of GovGuam Post Employment Benefits other than
Pensions. The schedule provides an information trend about whether the actuarial values of Plan assets are increasing
or decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Actuarial UAAL as a %
Actuarial Value of Accrued Unfunded Funded Covered of Covered
Valuation Date Assets Liability (AAL) AAL (UAAL) Ratio Payroll payroll
October 1, 2007 $ - $ 38,089,000 $ 38,089,000 0.0% $ 17,568,918 216.8%
October 1, 2011 $ - $ 58,314,000 $ 58,314,000 0.0% $ 20,572,185 283.5%
October 1, 2015 $ - $ 122,598,086 $ 122,598,086 0.0% $ 25,806,659 475.1%
October 1, 2016* $ - $ 128,659,314 $ 128,659,314 0.0% $ 26,838,925 479.4%

*Projected

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY

(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Commercial
Residential
Government of Guam
U.S. Navy

Annual Electric Sales in kWh
Commercial

Residential

Government of Guam

U.S. Navy

Other

Schedule of Sales of Electricity

Years Ended September 30, 2017 and 2016

See Accompanying Independent Auditors' Report.
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2017 2016
126,806,297 120,185,796
100,601,978 92,057,360

48,761,147 45,460,183

54,904,634 49,193,414
331,074,056 306,896,753
589,527,624 580,473,950
506,335,602 487,022,560
185,678,816 176,786,363
318,585,901 318,082,773

9,965,068 11,974,425
1,610,093,011 1,574,340,071




GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Schedule of Operating and Maintenance Expenses
Years Ended September 30, 2017 and 2016

2016
As Restated
2017 (Note 1)
Administrative and General:

Salaries and wages:
Regular pay 5,077,260 $ 4,931,869
Overtime 58,624 57,528
Premium pay 2,863 2,367
Benefits 2,369,552 2,220,391
Pension adjustment 8,099,602 8,276,997
Total salaries and wages 15,607,901 15,489,152
Insurance 7,254,358 7,178,726
Contract 4,074,378 3,993,505
Retiree healthcare and other benefits 2,884,459 2,911,552
Utilities 1,858,396 1,715,061
Travel 252,407 161,923
Training 226,188 80,951
Operating supplies 116,870 109,670
Office supplies 90,238 84,110
Other administrative expenses 87,240 158,237
Trustee fee 68,395 93,944
Overhead allocations 7,982 13,671
Completed work orders (1,950) (829,045)
Miscellaneous (42,753) 524,717
Total administrative and general 32,484,109 $ 31,686,174

Customer Accounting:

Salaries and wages:
Regular pay 1,896,223 $ 1,835,855
Overtime 96,431 39,481
Premium pay 6,111 4,718
Benefits 140,322 144,309
Total salaries and wages 2,139,087 2,024,363
Collection fee 755,944 866,868
Demand-side management program 658,450 189,179
Communications 314,555 333,478
Office supplies 228,244 61,420
Completed work orders 129,507 950,692
Overhead allocations 46,786 44,260
Contracts 18,926 18,091
Operating supplies - 11,330
Miscellaneous 4,848 2,242
Total customer accounting 4,296,347 $ 4,501,923

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Schedule of Operating and Maintenance Expenses, Continued

Years Ended September 30, 2017 and 2016

2016
As Restated
2017 (Note 1)
Fuel:
Salaries and wages:
Regular pay $ 96,449 $ 111,773
Overtime 7,853 8,499
Premium pay 316 292
Benefits 51 S92
Total salaries and wages 104,669 120,656
Fuel 166,321,441 146,219,271
Total fuel costs $ 166,426,110 $ 146,339,927
Other Production:
Salaries and wages:
Regular pay $ 7,626,659 $ 7,913,336
Overtime 808,904 477,671
Premium pay 166,878 169,927
Benefits 621,219 756,612
Total salaries and wages 9,223,660 9,317,546
Contract 6,646,314 4,766,115
Completed work orders 1,231,619 854,916
Operating supplies 545,550 772,018
Overhead allocations 105,438 114,875
Office supplies 9,482 9,325
Total other production $ 17,762,063 $ 15,834,795
Transmission and Distribution:
Salaries and wages:
Regular pay $ 7,017,466 $ 6,728,684
Overtime 336,227 366,604
Premium pay 71,713 65,416
Benefits 436,612 427,125
Total salaries and wages 7,862,018 7,587,829
Overhead allocations 1,800,633 1,763,708
Contract 963,728 924,002
Operating supplies 819,491 600,006
Completed work orders 283,522 (75,247)
Office supplies 20,231 16,290
Total transmission and distribution $ 11,749,623 $ 10,816,588

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Schedule of Salaries and Wages
Years Ended September 30, 2017 and 2016

2016
As Restated
2017 (Note 1)
Salaries and wages:

Regular pay $ 21,714,057 $ 21,521,517
Overtime 1,308,039 949,783
Premium pay 247,881 242,720
Benefits 3,567,756 3,548,529
Pension adjustment 8,099,602 8,276,997
Total salaries and wages $ 34,937,335 $ 34,539,546

See Accompanying Independent Auditors' Report.
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GUAM POWER AUTHORITY
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM)

Employees by Department
Years Ended September 30, 2017 and 2016

2017
PL 28-150 Section 45b
Full Time Category
Employees Personnel
(b) Services (a)
Department:
Board 2 $ 177,491
Executive 18 568,903
Administration 25 1,879,711
Finance 42 2,089,545
Planning and Regulatory 7 711,888
Property and Facilities 9 385,921
Purchasing and Supply Management 21 540,095
Customer Service 35 1,630,173
Engineering 37 1,981,197
Generation 140 9,102,360
Strategic Planning and Operation Research and Development 10 709,897
Power System Control Center ’ 21 1,690,128
Transportation 9 46,833
Transmission and Distribution 100 4,977,846
Total full time employees 476 26,491,988
Pension adjustment 8,099,602
Apprentice and summer engineering 345,745
$ 34,937,335
2016, As Restated (Note 1)
PL 28-150 Section 45b
Full Time Category
Employees Personnel
(b) Services (a)
Department:
Board 2 $ 136,409
Executive 17 534,589
Administration 23 1,474,163
Finance 25 1,369,361
Planning and Regulatory 8 699,916
Property and Facilities 9 230,504
Purchasing and Supply Management 20 434,947
Customer Service 45 2,114,726
Engineering 37 2,113,684
Generation 142 9,521,851
Strategic Planning and Operation Research and Development 10 629,845
Power System Control Center 21 1,725,536
Transportation 10 77,189
Transmission and Distribution 97 4,856,446
Total full time employees 466 25,919,166
Pension adjustment 8,276,997
Apprentice and summer engineering 343,383
$ 34,539,546
Note:

(a) The amounts consist of total payroll charge to O & M for the year end funded by revenues.
(b) Filled positions at the end of the year, excluding apprentices.

See Accompanying Independent Auditors' Report.
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