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Homtericse Guam

OFFACE OF THE COVERNOR
UFISINAN | MAGALARI
AGANA, GL-AM 95910 US A

0CT 311988

The Honorable Franklin J.A, Quitugua
Speaker, [9th Guam Legislature

PO Box CB-|

Agana, GU 96910

Dear Mr ., Speaker:

Transmitted herewith is Bill No. 739, which | have this date
signed Into law as Public Law 19-33,

I do so in order that the people of Guam may benefit from
reduced power rates.

However, | must object strongly to the language contained in
the preamble to the biil. | realize the Legislature is faced
with an election in just eight short days, but that is no
reason to resort to such obvious electioneering, particularly
in the language of a piece of legislation,

| want to go on record, here and now, that neither this
administration, nor the Guam Power Authority, disavows any
action to forgive any portion of the ludicrous penalties that
had accrued over the course of the previous administration
due to its inablltty to pay Its power bills on time.

We have managed, in this administration, to pay our power
bllls on time, and thds do not have these problems, This Is
not a supreme accomplishment - it is just doing what we are
supposed to do. If the previous administration could have
managed to do what It was supposed to do... this wouldn't be
an lissue at all.

What | belijeve some majority senators need to learn, Is that
it is precisely the kind of fiscally responsible action that
this administration has tried to instil! in this government
that has made this benefit to our people possible. It is

preclsely by making the cost-cutting measures we have
championed over the past two years that we can do good things
for the people. | sincerely hope that those majority
senators who are always ready to claim credit for good things
are equally prepared to continue the hard work that makes
them possible.



The Honorable Franklin Quitugua
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Due to the language contained in the preamble to Bill 739, I
had, in fact, given serious considering to vetoing this bill,
but | did not wish to lower this office - to stoop to the
blatantly political behavior of the authors of this bill.
Further, | will not allow the antics of the authors to deny

reduced power bills for our people.

| would strongly request the Legislature amend this bill, at
its first opportunity, to restate in plain and simple terms

its purpose - to reduce power rates for the people of Guam.
Any other, ulterior purpose, degrades this piece of
legislation... degrades the high office of Senator... and

degrades the people of Guam who we are sworn to serve,

Sincerely,

ol - (Ll

JOSEPH F. ADA
Governor



NINETEENTH GUAM LEGISLATURE
1988 (SECGOND) Regular Session

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR

This is to certify that Substitute Bill No. 739 "AN ACT TO APPROPRIATE
THE SUM OF FIVE MILLION EIGHT HUNDRED EIGHTY-FIVE THOUSAND
THIRTY-SEVEN DOLLARS ($5,885,037) TO EXTINGUISH THE PENALTIES
RESULTING FROM UNPAID POWER BILLS OWED BY THE GOVERNMENT OF
GUAM," was on the 7Tth day of October, 1988, duly and regularly passed.

Attested:

i g
Senator and Legislative Secretary

This Act was received by the Governor this /Zﬁ day of Je& , 1988,
at 2. ¢S o'clock/Q.m.

( s : . (27 2
Assistant SAaff Officer
Governor's Gffice

7

JO8S FUOADAT T T

Governor of Guam

Date: Qctober 31,1988
Public l.aw Nc., 19-33
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NINETEENTH GUAM LEGISLATURE
1988 (SECOND) Regular Session

Bill No. 739 (LS)

Substituted by Committee on Energy,
Utilities and Consumer Protection and
Committee on Ways and Means and
further substituted by

Committee on Rules

Introduced by: D. Parkinson
A. J. Shelton
T. S. Nelson
M. K. Hartsock
M., Z. Bordallo
E. P. Arriola
H. D. Dierking
J. T. San Agustin
F. J. A. Quitugua
F. R. Santos
P. C. Lujan
F. J. Gutierrez

AN ACT TO APPRCPRIATE THE SUM OF FIVE
MILLIGN EIGHT HUNDRED EIGHTY-FIVE
THOUSAND THIRTY-SEVEN DOLLARS
($5,885,037) TO EXTINGUISH THE
PENALTIES RESULTING FROM UNPAID POWER
BILLS OCWED BY THE GOVERNMENT OF
GUAM,

WHEREAS, in 1987, the government of Guam owed the Guam Power
Authority ("GPA") approximately Thirteen Million Cne Hundred
Twenty-Four Thousand Three Hundred Forty-Two Dollars ($13,124,342), of
which approximately Seven Million Two Hundred Thirty-Nine Thousand
Three Hundred Five Dollars ($7,229,305) constituted charges for metered
electric services and Five Million Eight Hundred Eighty-Five Thousand
Thirty-Seven Dollars (%$5,885,037) constituted penalties fcr failure to pay
the charges; und

WHEREAS, the Board of Directors of GPA elected 1o "forgive" the
penalty debt of $5,885,037, promising that by decing se and accepting
paymenrt for that amount from the government of Cuam, it would not request

a rate increase; and
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WHEREAS, nevertheless, GPA on February 23, 1988, filed a rate
increase of approximately Twelve and Nine/Tenths percent (12.9%) with the
Public Utilities Commission (the "Commission"); and

WHEREAS, GPA has indicated that the rate increase was needed in
order for it to perform critical capital improvement projects that would
maintain reliable power throughout the system, and now states publicly that
it contests and denies any former promise made by it to waive any such
penalties; and

WHEREAS, by receiving payment for the penalties owed by the
government of Guam, GPA will recover capital sufficient to render any
increase unnecessary; and

WHEREAS, in the most recent Decision and Order of the Commission
(Order No. 12, August 1, 1988) in the matter of the Amended Application
of Guam Power Authority to increase rates, (Docket No. 88-001), the
Commission stated:

"12. The Commission shall forthwith, on its own motion,
investigate GPA's forgiveness in March, 1987 of $5,885,037.00 in
penalties which were assessed upon the Government pursuant to GPA
Tariff Schedule C. In the event the Commission shall find as a result
of its investigation that the penalty forgiveness was in violation of law
or of its bond covenants, and in the event the government of Guam,
pursuant to legislation or otherwise, executes a promissory note by
which it promises to repay to GPA the $5,885,037.00 in forgiven
penalties under repayment terms which require monthly payments of at
least $250,000.00, then upon the occurrence of said events, the rate
increase ordered herein shall automatically abate. However, any such
abatement shall rot affect in any manner the other orders made
herein", now, therefore,

BE IT ENACTED BY 7THE PECFLE COF THE TERKITCRY COF CGUAM:

Section 1. Recognition of debt. The Legislature recognizes the
following described debt by the government of Guam as a legitimate public
debt, and, accordingly,

(a) In addition to sums previously appropriated, the sum of Five

Million Eight Hundred Eighty-Five Thousand Thirty-Seven Dollars
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($5,885,037) is hereby appropriated from the General Fund to the
Guam Power Authority ("GPA") to pay the outstanding penalties which
were assessed upon the government of Guam by GPA pursuant to its
Tariff Schedule C and which were allegedly "forgiven" by GPA in or
around March 1987 (the "Debt"), referred to by the Commission in
Order No. 12 in the Decision and Order of the Commission dated
August 1, 1988 in the matter of the Amended Application of Guam
Power Authority to increase rates, Docket No., 88-001 (the "Order").

(b) The Debt is hereby affirmed and ratified by this Act, and
pursuant to this Act, the government of Guam promises to pay GPA in
accordance with the terms of this Act.

(c) The appropriation set out in paragraph (a) shall be paid to
GPA in equal monthly installments in the amount of Two Hundred Fifty
Thousand Dollars ($250,000), beginning ninety (90) days after
enactment of this Act and continuing until the Debt has been
extinguished.

(d) This Act shall constitute the execution of a promissory note
pursuant to legislation as contemplated by the Order.

(e) In addition to this appropriation, the government of Guam is
authorized to expend lapses from the current fiscal year, prior fiscal
years, or future fiscal years to pay the obligation described in this
Act to GPA, and may transfer funds from other appropriations if
necessary to pay the TCebt,

(W]
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(871) 472-342
SENATOR DON PARKINSON
19th GUAM LEGISLATURE
163 CHALAN SANTO PAPA STREET
AGANA, GUAM 96910

Honorable Franklin Quitugua
Speaker, 19th Guam Legislature
P.O. Box CB-1

Agana, Guam 96910

Dear Speaker:

The Committee on Energy, Utilities and Consumer Protection
and the Committee on Ways and Means wish to report out its
findings on Bill No. 739: "AN ACT TO APPROPRIATE FORTY ONE
THOUSAND NINE HUNDRED DOLLARS ($41,5900) FROM THE GENERAL
FUND TO THE RETIREMENT FUND FOR THE PURPOSE OF SUPPLEMENTING
THE APPROPRIATION MADE IN CHAPTER X, SECTION 14 OF PUBLIC
LAW 19-10 IN ORDER TO ADEQUATELY FUND A FOUR HUNDRED
NINETEEN DOLLARS ($419.00) LUMP SUM COST OF LIVING ALLOWANCE
FOR GOVERNMENT OF GUAM RETIREES THEIR SURVIVORS FOR FISCAL

YEAR 1989 ONLY AND TO APPROPRIATE OTHER MONIES TO THE
RETIREMENT FUND."

The Committee on Engerqgy, The Committee on Ways
Utilities and Consumer and Means voting record
Protection voting record is as is as follows:

follows:

AYES 11 g

NAYS O O

ABSTENTIONS O O

REPORT ouT () 0

OFF-ISLAND | 3

A copy of the Committee Report and all pertinent documents
are attached for your information.

Sincerely, Sincerely,

O J
Senator Donzggrkinson Senator Hermjytfia Dierking
Chairman, Committee on Chairman, C ittee on
Energy, Utilities and Ways and Means

Consumer Protection



COMMITTEE ON ENERGY, UTILITIES AND CONSUMER
PROTECTION

Voting Sheet on Bill No. 739.

"AN ACT TO APPROPRIATE FORTY ONE THOUSAND NINE HUNDRED
DOLLARS ($41,900) FROM THE GENERAL FUND TO THE RETIREMENT
FUND FOR THE PURPOSE OF SUPPLEMENTING THE APPROPRIATION MADE
IN CHAPTER X, SECTION 14 OF PUBLIC LAW 19-10 IN ORDER TO
ADEQUATELY FUND A FOUR HUNDRED NINETEEN DOLLARS ($419.00)
LUMP SUM COST OF LIVING ALLOWANCE FOR GOVERNMENT OF GUAM
RETIREES THEIR SURVIVORS FOR FISCAL YEAR 1989 ONLY AND TO
APPROPRIATE OTHER MONIES TO THE RETIREMENT FUND."

COMMITTEE
MEMBERS AYE NAY ABSTAIN COMMENT
Sen. Don Parkinson ?5/Q/

Sen. A.J. Sonny Shelton E;/

Sen. Franklin Gutierrez

Sen. Herminia Dierking jg%

Sen. Marilyn Manibusan “7%49*/
Sen. Martha Ruth )ﬁ%ﬁ,i%ﬁ

Sen. Marcia Hartsock ﬂﬂ§§//

Sen. Jerry Rivera

Sen. George Bamba

1 ?
Sen. Madeleine Bordallo'ﬂz7@/

;q4?88

v

Sen. Jim Miles

Speaker Quitugua




COMMITTEE ON WAYS AND MEANS

Voting Sheet on Bill No. 739.

As substituted by the Committee on Energy, Utilities and
Consumer Protection. "AN ACT TO APPROPRIATE FORTY ONE
THOUSAND NINE HUNDRED DOLLARS ($41,900) FROM THE GENERAL
FUND TO THE RETIREMENT FUND FOR THE PURPOSE OF SUPPLEMENTING
THE APPROPRIATION MADE IN CHAPTER X, SECTION 14 OF PUBLIC
LAW 19-10 IN ORDER TO ADEQUATELY FUND A FOUR HUNDRED
NINETEEN DOLLARS ($419.00) LUMP SUM COST OF LIVING ALLOWANCE
FOR GOVERNMENT OF GUAM RETIREES THEIR SURVIVORS FOR FISCAL

YEAR 1989 ONLY AND TO APPROPRIATE OTHER MONIES TO THE
RETIREMENT FUND."

COMMITTEE
MEMBERS AéE NAY ABSTAIN COMMENT
Sen. Herminia Dierking ;

Sen. Ted Nelson ZZ{

Sen. Elizabeth Arriola

Sen. Pilar Lujan

Sen. Marilyn Manibusan d”

Sen. Don Parkinson {:ng/
Sen. Martha Ruth 2Z%Z%Ar

Sen. Joe T. San Agustin

Sen. Madeleine Bordallo "Z%%y

Sen. Francisco Santos

Sen. George Bamba




REPORT OF THE COMMITTEE ON ENERGY, UTILITIES AND CONSUMER
PROTECTION AS SUBSTITUTED ON BILL NO. 739: "AN ACT TO
APPROPRIATE FORTY ONE THOUSAND NINE HUNDRED DOLLARS
($41,900) FROM THE GENERAL FUND TO THE RETIREMENT FUND FOR
THE PURPOSE OF SUPPLEMENTING THE APPROPRIATION MADE IN
CHAPTER X, SECTION 14 OF PUBLIC LAW 19-10 IN ORDER TO
ADEQUATELY FUND A FOUR HUNDRED NINETEEN DOLLARS ($419.00)
LUMP SUM COST OF LIVING ALLOWANCE FOR GOVERNMENT OF GUAM
RETIREES THEIR SURVIVORS FOR FISCAL YEAR 1989 ONLY AND TO
APPROPRIATE OTHER MONIES TO THE RETIREMENT FUND."

PREFACE

The Committee on Energy, Utilities and Consumer
Protection and the Committee on Ways and Means conducted a
joint public hearing on Wednesday, April 27, 1988 at 10:00
a.m. in the Legislative Session Hall on Bill No. 739: "An
act to appropriate Forty One Thousand Nine Hundred Dollars
($41,900) from the general fund for the purpose of
supplementing the appropriation made in Chapter X, Section
14 of Public Law 19-10 in order to adequately fund a Four
Hundred Nineteen Dollars ($419.00) lump sum cost of living
allowance for Government of Guam Retirees their survivors
for Fiscal Year 1989 only." Committee on Energy, Utilities
and Consumer Protection members present at the public
hearing were: Senator Don Parkinson, Chairman; Senator A.J.
Sonny Shelton, Co-Chairman; Senator James Miles; Senator
George Bamba, Senator Martha Ruth; and Senator Marcia
Hartsock and the Committee on Ways and Means members who
were present were: Senator Herminia Dierking, Chairwoman;
Senator John Quan; and Senator Ted Nelson.

TESTIMONY

Appearing before the Committees to testify is Mr.
Antanacio Gutierrez, Director of the Guam Retirement Fund
who submitted a written testimony labeled Exhibit "A". 1In
his testimony Mr. Gutierrez stated that the $419 COLA would
benefit 2,665 qualified pensioners, funding a total of $1.12
million from the General Fund. This amount will also
represent slightly more than a 4% adjustment to the average
annuity and each pensioner will also receive an automatic
COLA from the Fund. Mr. Gutierrez also stated that the
proposed $419 payment with the Fund's automatic COLA
provision provides the average annuitant with a 7% increase
during 1989. The average annual adjustments for pensioners
at other states is 3% thereby providing Guam Pensioners with
a 4% increase. Therefore, Bill No. 739 together with the
existing provisions of the Fund are more than adequate for
the government's retirees and their survivors. Mr.
Gutierrez's testimony stated that providing the funding
source for the $419 is not threatening to the posture of the




General Fund therefore, the Government of Guam Retirement
Fund has no reservations in supporting this Bill.

Mr. Wilfred Aflague, Director of the Department of
Administration also submitted a written testimony labeled
Exhibit "B". Mr. Aflague stated that Bill No. 739 has no
sections as to specifying where these appropriations will be
coming from. The total estimated revenues for the General
rund for Fiscal Year 1988 have already been appropriated,
therefore, additional revenues must be identified to fund

this Bill. There was no statement of for or against Bill
No. 739. : :

Mr. Michael J. Reidy, Director of Bureau of Budget and
Management Research submitted a Fiscal Note labeled Exhibit
"C", The Fiscal Note stated that the information received
from the Retirement Fund indicated that the appropriation
proposed under Bill No. 739 will be insufficient to provide
for a $419 COLA to all retirees eligible. The Retirement
Fund indicated that FY 1988 appropriation of $1,159,373 for
COLA pursuant to P.L. 19-10, Section 14 will be adequate to
address the funding needs for COLA for FY 1989.

COMMITTEE FINDINGS AND RECOMMENDATIONS

The Committee on Energy, Utilities and Consumer
Protection together with Committee on Ways and Means find
that the appropriation made in Chapter X, Section 14 of
Public Law 19-10 and reappropriated for Fiscal Year 1989 in
accordance with Chapter XI, Section 34 of Public Law 19-10
is not adequate to fund a $419.00 Cost of Living Allowance
for all of the retirees and expected retirees during Fiscal
Year 1989. It is therefore necessary to appropriate an
additional sum of Forty One Thousand Nine Hundred Dollars
($41,900) from the General Fund to the Retirement Fund in
order to adequately fund the $419 COLA for Government of
Guam Retirees or their survivors for Fiscal Year 1989.
Therefore the Committee on Energy, Utilities and Consumer
Protection and the Committee on Ways and Means recommend

that the supplemental appropriation of $41,900 be passed by
the Legislature.

EXHIBITS

Exhibit "a® Written testimony of Mr. Antanacio Gutierrez,
Director of Guam Retirement Fund.

Exhibit "B" Written testimony of Mr. Wilfred Aflague,
Director of Department of Administration.

Exhibit "c" Fiscal Note by Mr. Michael Reidy, Director of
Bureau of Budget and Management Research.

Committee Report 3 (BILL739.DOC)




NINETEENTH GUAM LEGISLATURE
1988 (SECOND) Regular Session

Bill No. 739

As substituted by the Committee on Energy,
Utilities and Consumer Protection and the
Committee on Ways and Means

Introduced by: D. Parkinson

Bamba
Dierking
Nelson
Shelton
Lamorena
Rivera
Bordallo
Arriola
San Agustin
Guiterrez
.R. Santos
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AN ACT TO APPROPRIATE [ONE MILLION ONE HUNDRED SIXTEEN
THOUSAND, SIX HUNDRED THIRTY-FIVE DOLLARS
($1,116,635.00)] FORTY ONE THOUSAND NINE HUNDRED
DOLILARS ($41,900) FROM THE GENERAL FUND TO THE
RETIREMENT FUND FOR THE PURPOSE OF SUPPLEMENTING THE
APPROPRTATION MADE TN CHAPTER X, SECTION 14 OF PUBLIC
ILAW 19-10 TN ORDER TO ADEQUATELY FUND [FUNDING] A FOUR
HUNDRED NINETEEN DOLLARS ($419.00) LUMP SUM COST OF
LIVING ALLOWANCE FOR GOVERNMENT OF GUAM RETIREES OR
THEIR SURVIVORS FOR FISCAL YEAR 1989 ONLY AND TO
APPROPRIATE OTHER MONIES TO THE RETIREMENT FUND.

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:
Section 1. The sum of [One Million One Hundred Sixteen
Thousand, Six Hundred Thirty-Five Dollars ($1,116,635.00)]

Forty One Thousand Dollars ($41,900.00) is appropriated from

the General Fund to the Government of Guam Retirement Fund

for the purpose of supplementing the appropriation made in

Chapter X, Section 14 of Public Law 19-14 [funding] in order

Word 2 Bills (COLA88.B1)




to _adeguately fund a Four Hundred Nineteen Dollars ($419.00)

lump sum Cost of Living Allcwance for Government of Guam
Retirees or their Survivors for Fiscal Year 1989 only.
Section 2. Two Million Five Hundred Thousand Dollars
($2,500,000) is appropriated from the General Fund to the
Department of Administration for the purpose of paying to
the Retirement Fund the government's additional one percent
{(1%) contribution to the Fund for the total salaries of Fund
members from the Judicial, Legislative and line departments
and agencies of the Executive Branches. The Department of
Administration shall allocate the appropriation made in this
Section among the various branches, departments and
agencies. The appropriation made in this Section shall be
for fiscal year 1989. Payment shall be made in accordance

with 4 GCA Section 8137 (c) enacted by Public Law 19-19,

Section 58.

Word 2 Bills (COLA88.B1)




NINETEENTH GUAM LEGISIATURE
1988 (SECOND) Regualar Session

Bill No. 25 2
Inrt':’roduc.:-ed by: /g /Jyt\ ® D. Pa?:L son
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AN ACT TO APPROPRIATE ONE L —\*& k\t‘g&é«g&\‘

SIXTEEN THOUSAND, SIX HUNDRE' FYL YN
g

($1,116,635.00) FROM THE GENERAL
PURPOSE OF FUNDING A FOUR HU

[

DOLLARS ($419.00) LUMP SUM cos r-r XV,

ALLOWANCE FOR GOVERNMENT OF G ..y SR

SURVIVORS FOR FISCAL YEAR 1989 =S
L

BE IT ENACTED BY THE PEOPLE OF TH;/(E{Z ITORY OF

GUAM:

Section 1. The sum of One Million One Hundred Sixteen
Thousand, Six Hundred Thirty-Five Dollars ($1,116,635.00) is
appropriated from the General Fund to the Government of Guam
Retirement Funa for the purpose of funding a Four Hundred
Nineteen Dollars ($419.00) lump sum Cost of Living Allowance
for Government of Guam Retirees or their Survivors for

Fiscal Year 1989 only.
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GOVERNMENT OF GUAM RETIREMENT FUND
pP.O. BOX 3C
AGANA, GUAM 96910

Telephonas No. 477~4280
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Honorable Don Parkinson

Chairman, Committee on Energy
Utilities & Consumer Protection

Nineteenth Guam Legislature

P.0. Box CB-1

Agana, Guam 96910

Dear Mr. Chairman:

Bill No. 739 provides a $419 lump sum COLA to be payable in FY 1989 to
retirees and survivors of retirees. Such $419 per individual would benefit
2,665 qualified pensioners. Ffunding totaling $1.12 million is to be provided
by the General Fund.

FY 1989 will mark the 4th consecutive year that a measure providing a $419
COLA has been considered. In 1982, as most will recall, this serjes of
increases was initiated with an 3838 lump sum payment. This original $838
continues to be paid annually to pensioners who were on our rolls by October
1, 1984, along with $1,200 and $700 supplemental benefits. As an additional
annual benefit, $419 will represent slightly more than a 4% adjustment to the
average annuity. The following table shows the impact on the various benefit
categories. '

Average Proposed Percent of

Annuity COLA Adjustment
Regular Survivors $ 6,460 $419 6.5%
Disability Survivors 6,940 419 6.0
Disability Retirees 10,321 419 4.1
Regular Retirees 11,484 419 3.6
Averages $10,109 $419 4.1%

In FY 1989, each and every pensioner who commences benefits before the end of
this fiscal year will also receive an automatic COLA from the Fund. Such
COLA's range from $600 to $200 depending on the earned annuity of the
pensioner. The Fund's present COLA arrangement provides adjustments on a
reverse sliding scale, whereby higher increments are provided to lower income
pensioners. The average increment to the Fund's pensioners in FY 1987 was
nearly 3% and ranged from 5.5% for regular survivors to 1.5% for disability
pensioners.

Eoami BT ‘>4‘




Page Two
April 25, 1988

The proposed $419 payment along with the Fund's automatic COLA provision
provides the average annuitant with a 7% increase during 1989. No other state
retirement system can claim a comparable annual adjustment for their
pensioners. As shown in the attachment to our comments on Bill No. 268(S),
COLA's for 74 surveyed state retirement plans are typically 3%. In state
plans where automatic COLA increases are related to changes in the CPI, a cap
of between 1% and 5%, with a median of 3%, is provided.

In conclusion, Bill No. 739 together with existing provisions of the Fund
extend adjustments to the government's retirees and their survivors that are
more than adequate. Since adequacy of this adjustment is not at issue, the
proper funding is of concern. In this regard, provided the funding source for
the $419 is not threatening to the posture of the Ggmreral Fund, we have no
reservations in supporting this measure for our retirees and their survivors.

A.B./G \
Diyeetor

Attachments



Cést-of-lelng Adjustments
(COLAS)

The 1985 NEA survey queried participants about auto-
matic cost-of-living adjustment provisions as well as ad
hoc adjustments granted to retirees during 1983, 1984,
and 198S.

Table 7 contains a summary of responses regarding
automatic COLA provisions. Thirty-five pians (49 per-
cent of the total) reported having automatic COLA pro-
visions applying to all retirees. Another six plans (8
percent) reported automatic COLA mechanisms that
were contingent upon the earnings of the retirement
fund. The remaining 31 plans (43 percent of the total)
had no automatic COLA provisions.

By far the most common automatic COLA provision—
reporied by 25 plans—based COLAs on changes in the
Consumer Price Index (CPI) with a maximum ‘‘cap”
on yearly adjustments, typically 3 percent. The survey
did not collect information on precisely how these
COLAs were based on the CPl, but other sources sug-
gest that in most cases the COLAS reflected only a por-
tion of the CP1 increase, up to the maximum specified.
No respondents reported automatic COLAs equal to the
CPI increase with no maximum.

Nme plans reported granting a fixed percent increase
yearly to all retirees, regardless of the increase in the

CPL. The most common fixed COLA was 3 percent per
year.

Of the plans with automatic COLAs, approximnately
two-thirds applied the increase to the current benefit,
while one-third applied the increase to the initial bene-
fit—a less liberal practice because each COLA increase
Is not incorporated into the base on which subsequent
COLAs are calculated.

Table 8 contains information on the automatic COLA
provisions of the major survey subgroups. For the
NEA regional subgroups, the percentage of plans re-
porung automatic COLA provisions for all retirees
generally varied from 50 to 69 percent—consistent with
the overall figure of 57 percent. The one exception is
the Western region, in which only three plans (27 per-
cent of the total number of plans) reported having auto-
matic COLA provisions. A separate analysis of those
plans in which COLAs were contingent on fund perfor-
mance showed that the Midwestern region contained
five out of the six such plans reported in the survey. Of
the 11 automatic COLA provisions reported by Mid-
western region plans, 5 were contingent on fund per-
formance. Such plans provide less certain inflation pro-
tection than plans where the COLA increase is
specified or related to changes in the CPI. On the other

TABLE 7 hand, retirees could share in the benefits of robust fund
SUMMAI;W OF AUTOMATIC COLA growth such as has occurred in the past several years.
PROVISIONS R
Number Amount Automatic COLA provisions also varied significantly
COLA Provision of Plans Percent according to the other major subgroupings. As Table 8
shows, plans without Social Security coverage were
Fixed$peryear....................... 1 significantly more likely to have automatic COLA pro-
Percent equal to visions (70 percent) than were plans coordinated with
CPlincrease......................... 0 Social Sccun'ry (52 percent). Plans restricted to educa-
Percent based on CP! tional personnel were only half as likely to have auto-
With €ap .....ccceeerierccnnne. 25 matic COLAs (40 percent) as were general public em-
Mediancap ... 3.0 ployee plans (80 percent), and those provided by
Meancap.......eccooeeeennennn.n. 3.4 educational plans were more likely to be contingent on
Fixed percent..................c..... 9 fund performance. From another perspective, small
Median percent.................. 3.0 plans were less likely to have automatic COLAs (50
Mean percent...............cc........ 2.4 percent) than large plans (77 vercent). Inasmach as
Contingent on fund eamings..... 6 education-only plans tend to be smaller than general
Total plans reporting public employee plans, the results relating to plan cov-
automatic COLAs ................. 41 crage and membership size are undoubtedly related.
Percent of plans reporting
automatic COLAs ................. 57%
TABLE 8.
AUTOMATIC COLA PROVISIONS FOR SURVEY SUBGROUPS (Number of Plans)
) Percent ot
NEA Region —— Automatic Contingent Total Subgroup
Northeastem ..........c.coeeeenes 6 6 50
Southeastem......................... e ? 69
Mid-Atlantic ...........ccccceeeeeennne 5 1 o 67
Midwestem ..........cccocceeeeenne. 6 5 1 2;
i 6
PacCific....ccoveeaecmaiiecceenene, g s &
WeStem .........oceeevvimimvineenneaens
Social Security coverage
No SScoverage.................. 14 0 14 70
SScoversge........................ 21 6 27 52
Pians’ occupational
coversge
Educationsl .............coeeennnee 13 4 17 40
General employees.............. 22 2 24 80
Plan Membership , 0 “
......... 17
Less than 100,000 ...... ; 2 >

100,000 and over................. 14




GOYERNMENT OF 6UAM RETIREMENT FUND
PENSIONER PROJECTION® THRU 1989
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PUBLIC LAW
P.L. 18-26
P.L. 18-44/49

P.L. 19-10

GOVERNMENT OF GUAM RETIREMENT FUND

Summary of $419 COLA's
to Retirees and Survivors

FISCAL RET/SUR
YEAR APPROPRIATION cov'D EXPENDITURE
1986 950,292 2249 942,331
1987 1,048,338 2502 1,048,338
1988 1,055,461 2305 965,795

* Refunded to General Fund

BALANCE

7,961 *

-0 -

89,666



7 cvam 2 GOVERNMENT OF GUAM

s ‘( AGANA GUAM 25910

=g DEPARTMENT OF ADMINISTRATION
e (DIPATTAMENTON ATMENESTRASION)

DIRECTOR'S OFFICE
(UFISINAN DIREKTOT)

P.O. Box 884 * Agana, Guam 96910
(671) 472-8481/2

APR 2 € 1588

Senator Don Parkinson

Chairman, Committee on Energy,
Utilities § Consumer Protection

Nineteenth Guam Legislature

Post Office Box CB-1

Agana, Guam 96910

Dear Mr. Chairman and Committee Members:

We would like to thank you for allowing us the opportunity to express cur
views and concerns on the following bills:

Bill No.597: An act to appropriate one hundred seventy-two doliars
($172,000.00) to the Public Utility Agency of Guam for tihe
construction of a wastewater collector system in Mangiiao.

Bill No. 739: An act to appropriate one million one hundred sixteen
thousand, six hundred thirty-five dollars ($1,116,635.00) from the
general fund for the purpose of funding a four hundred nineteen
dollar ($419.00) lump sum cost of living allowance for Government of
Guam Retirees or their Survivors for Fiscal Year 1988 only.

Bill No. 754: An act making an appropriation to the Public Utility
Agency of Guam to install water lines in Machanao, Dededo.

We acknowledge the good intent of these bills. The installation of water
and sewer facilities will greatly improve the sanitary conditions in the
affected areas and will safeguard the health of its residents.

However, there are no sections in .the above bills that specify from what
fund these appropriations will be coming from. The total estimated
revenues for the General Fund for Fiscal Year 1988 have already been
appropriated, additional revenues must be identified for the funding of
these bills.

Once again, thank you for allowing us to submit our written testimony on
Bills No. 597, 789 and 754.

Sincerely,

Dl G,

L
'H WILFRED/G. AFLAG
' Director/of Administratio

Eviy s I3
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SENATOR DON PARKINSUN
19th GUAM LEGISLATURE
163 CHALAN SANTO PAPA STREET
AGANA, GUAM 96910

(671) 472-342
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Mr. Wilfred G. Aflague N T B

Director, Department of Administration \ *DQJ%XL//_\‘
-

Dear Mr. Aflague:

The Committee on Energy, Utilities and Consumer
Protection will be conducting a public hearing on Wednesday,
April 27, 1988 at 10:00 a.m. in the Legislative Session Hall
on the following items:

Appointments of Mr. Joseph T. Duenas and Mr. Simon A.
Sanchez II to serve as members of the Public Utilities
Commission.

Blll No. 597: An act to appropriate one hundred
seventy-two thousand dollars ($172,000.00) to Public Utility
Agency of Guam for the construction of a wastewater
collector system in Mangilao.

Bill No. 739: An act to appropriate one million one
hundred sixteen thousand, six hundred thirty-five dollars
($1,116,635.00) from the general fund for the purpose of
funding a four hundred nineteen dollar ($419.00) lump sum
cost of living allowance for Government of Guam Retirees or
their Survivors for Fiscal Year 1988 only.

Bill No. 754: An act making an appropriation to the
Public Utility Agency of Guam to install water lines in
Machanao, Dededo.

You are requested to attend the public hearing and to
provide testimonies on Bill Nos. 597, 739 and 754. Written
testimony is preferred.

Singexely,

Senator Don Parkinson
Chairman, Committee on
Energy, Utilities and
Consumey Protection
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AN ACT TO APFLOIDIATE CNY HUWD LD
SEVENTY-TWO TLHOURAND SDCLLARS

(§172,000) TO PURLIC UTILITY AGINCY OF
GUAM FOR TIE CONSTRUCTION CF A
WASTEWATER COLLECTCR SYSTEN IN
MANGILAO.

BE IT ENACTED BY THE PEOPLE OF THE TFIRITORY OrF Gu.uw
Sectivn 1. The sum of One TFundicd Seventy-iwo Thousand
flindred Twenty-nine Tcllars ($172,129) is cppurepiinted from the Gervolo
Fund to the Public Utility Agency of Guem for the construction oi
four-tenths (.4) mile section of line "B" of the DPM Avea Wastevte

Coliector System in Mangilao.



NINETEENTH GUAM LEGISLATURE
1988 (SECOND) Regualar Session

Bill No. Zz 2 l -
IﬁZEoduéed by: C~\ . D. Par inson
| AP

DOLLARS ($419.00) LUMP SUM COS A (7. / .
ALLOWANCE FOR GOVERNMENT OF GU - € _ﬁ{g}/
SURVIVORS FOR FISCAL YEAR 1989 R
P
BE IT ENACTED BY THE PEOPLE OF T%;,Tf//’TORY OF
GUAM:

Section 1. The sum of One Millicn One Hundred Sixteen
Thousand, Six Hundred Thirty-Five Dollars ($1,116,635.00) 1s
appropriated from the General Fund to the Government of Guam
Retirement Fund for the purpose of funding a Four Hundred
Nineteen Dollars ($419.00) lump sum Cost of Living Allowance

for Government of Guam Retirees or their Survivors for

Fiscal Year 1389 only.
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AN ACT MAKING AN APPROPIRUIATION TO THE
PUBLIC  UTILITY AGENCY CF CUAM TC
INSTALL WATER LINES IN VMACHANAG, DEDEDO.

i BE !T ENACTED BY THE FZOPLE OF THE TERRITCRY OF GUAM:

8]

Section 1. The sum of Three Hundred Fifteen Thousand Collars {3375, (¢

3 is aporopriated from the Ceneral Fund to the Public Utility Agency cf Cu:
4 for the <'=sign and construction of a six-inch (6") water distribution iine
5. the agricultural subdivision Tract No. 534 {formerly a portion cof Lot 1008¢-K

6 located in Callon Tramojo irn Machanzo, Dededc.
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'B111 No._739(COR)
Aendacory BLLl  Yes /7 o A

Oepartacnt/kgcncy Affccted:

v " N M\ DL BLAENR Y S ".‘ N ’
TC:? :l ";\\:l‘\rl:}::::T _Rc.{ "u..‘ r7
. Date Reccivnd 3/18/88
Date Reviewed 3/22/88

Retirement Fund

Dcpar::cn:/Agency Head

Atanacio B.

Gutierrez

’

xTo:al*FLscal Year Appro:rin:ion: $7,57

,873

\ .
5111 Ticle (concise):

AN ACT TO APPROPRIATE ONE MILLION ONE HUNDRED SINTEEN

THOUSAND

SIZ HUNDRED THIRTY-FIVE DOLLARS ($1,116

,635,00) FROM THE GENERAL FUND FCR THE PURPOSE

OF FUNDING'A FOUR HUNDRED NINETEEN DOLLARS ($419.00) LUMP SUM COST OF LIVING ALLOWALCE

* FOR GOVERNMENT OF GUAM RETIREES OR THEIR SURVIVORS FOR TLSCAL YEAR 1989 ULLY

N

NONE

Change in Law:__

Attenpts o

31l 5411 Ls for:
yr7 Increase Trogran Funding i:z Operations
1] Degrease Progran Funding /_/ Capital Improvement
77 Reallocate Present Progran Fundin A/ Other
TINANCIAL/PROCRAM IVRACLT
Mindimum Iszimated Recuired FTunds (T2 Five Years)
RBQ?B$HJS§E§CO°I_S CINZRAL TWD FEDEPAL QTHER
Autonomous/Seml-autonomous 1,116,635
CIomiR Tera $1,116,635
TSTIMATID MULTT-YEAR TIWND REQUIRENENTS
SOUPCES 1st it 3rd Lty 5th
General Fynd 51,116,635
Fede:al'Fund
Other Fund
GRAND 70TAL $1,116,635
———— e —— o —— = ]
ESTIHATED‘HULTI-YEAR REALIZID REBVYENUES
SOLRnES lat 2ad lrd dth Sth
cQﬂﬁfﬁl.Fuhd'v ‘No revenue will result from this Act.
Tederal Fuad
other. Fund-
GRAID TOTAL
WM’ f
QELWILLIAM P. T INGE
é : 1" PRG& Dete Review Terminated: 2/23/88 _
3-2 ¢S
MICAHKEL
T BIREETOR e A 181T C
COMMENTS: o
TR A



Comments on Bill No. 739(COR)

General Comments:

It should be noted that the Budget Office Estimated General Fund Revenue for

Fiscal Year 1988 is at a level of $236 million. The General Fund

appropriations contained in P.L. 19-10 as well as subsequent legislation up to
P.L. 19-14 total $245 million resulting in a General Fund over-appropriation to
date of $9 million. Additional appropriations against the General Fund wil)
increase this shortfall further and exacerbate the cumulative deficit position

of the General Fund.

Additional Comments:

Bill 739 appropriates the sum of 51,116,635 from the General Fund to the
Retirement Fund for the purpose of funding a 5419 lump sum Cost of Living
Allowance for Government of Guam Retirees or Survivors for FY 1989, Information
received from the Retirement Fund indicates that the appropriation proposed

under Bill 739 will be insufficient to provide for a 5419 COLA to all retirees
eligible. The Retirement Fund have indicated that the IY 1988 appropriation ol
$1,159,373 for COLA pursuant to P.L., 19-10,Section 14 will be adequate to address
the funding needs for COLA for FY 1989.

/ v
7
;
W’k’
.

g
MICHAEL J. REIDY



COMMITTEE ON WAYS AND MEANS

Voting Sheet as amended, on Bill No. 985

"AN ACT TO APPROPRIATE FIVE MILLION EIGHT HUNDRED EIGHTY-
FIVE THOUSAND THIRTY-SEVEN DOLLARS ($5,885,037.00) FROM THE
GENERAL FUND TO THE GUAM POWER AUTHORITY FOR THE PURPOSES OF
PAYING OFF THE PENALTIES RESULTING FROM UNPAID POWER BILLS

OWED BY THE GOVERNMENT OF GUAM".

COMMITTEE

MEMBERS AYE NAY ABSTAIN COMMENT
Sen. Herminia Dierking 4@9: g

Sen. Ted Nelson

Sen. Don Parkinson i

Sen. Elizabeth Arriola - v~

Sen. Pilar Lujan JZ:/

Sen. Martha Ruth . /2§£&§Zé%¢7f 225&ﬂ;¢5
Sen. Marilyn Manibusan =

Sen. Joe T. San Agustin l:i%

Sen. Madeleine Bordallo AF:()

Sen. Frank Santos -

Sen. George Bamba -

Committee Report 3 (VOTE985.DOC)



REPORT OF THE CCMMITTEE ON ENERGY, UTILITIES AND CONSUMER
PROTECTION ON BILL NO. 985 AS AMENDED: "AN ACT TO
APPROPRIATE FIVE MILLION EIGHT HUNDRED EIGHTY-FIVE THOUSAND
THIRTY-SEVEN DOLLARS ($5,885,037.00) FROM THE GENERAL FUND
TO THE GUAM POWER AUTHORITY FOR THE PURPOSES OF PAYING OFF
THE PENALTIES RUSULVING FROM UNPAID POWER BILLS OWED BY THE
GOVERNMENT OF GUAM."™

PREFACE

The Committee on Energy, Utilities and Consumer
Protection and the Committee on Ways and Means conducted a
joint public hearing on Monday, September 19, 1988 at 9:30
a.m. in the Legislative Session Hall on Bill No. 985: "aAn
act to appropriate Five Million Eight Hundred Eighty-five
Thousand Thirty-seven Dollars ($5,885,037.00) from the
General Fund to the Guam Power Authority for the purposes of
paying off the penalties resulting from unpaid power bills
owed by the Government of Guam."” Committee on Energy,
Utilities and Consumer Protection and Committee on Ways and
Means members present at the public hearing were: Senator
Don Parkinson, Chairman; Senator George Bamba, Senator
Martha Ruth; Senator Marilyn Manibusan and Senator Marcia
Hartsock, Senator Herminia Dierking, Chairwoman and Senator
Ted Nelson.

TESTIMONY

Mr. Donald C. Williams, Guam Power Authority Counsel
submitted a letter with attachments labeled Exhibit "A". 1In
his letter Mr. Williams stated that the correct dollar
amount of penalties owed by the Government of Guam is
$5,885,037.00

Exhibit "B" is a copy of the Decision and Order, Docket
No. 88=-001 by the Public Utilities Commission on the GPA
rate increase effective 1988,

Appearing before the Committees toc testify was Mr.
Wilfred G. Aflague, Director of the Department of
Administration who submitted a written testimony labeled
Exhibit "C" with attachments. Mr. Aflague stated that Bill
No. 985 dollar amount did not agree with the figure amended
in Public Law 19-10.

Committee Report 3 (BIL98SCR.DOC)



Mxr. Tony Palomo of The Nepartment of Interior submitted
documents labeled Exhiuir “[¥., Letters submitted were from
Mr. Richard@ T. Montov:, Asciccant Secretary of the United
States Department of I(nterv.ur dated April 20, 1987 regarding
the promissory notes signe. vy the Government of Guam for
payment of delinquent accoints to Mr. John M. Benavente,
then Acting General Manager, tuam Power Authority. Also
subnitted was a copy of Mr. Zenavente's answer to Mr.
Montoya in reference to th-: :ccmpliance with SRA Collection
Covenant (Para 4(d)).

Senator F.R. Santos submitted a copy of his letter to
Elizabeth Barrett Anderson. “itorney General of Guam, dated
September 14, 1988 labeled Exhiibit "E%. 1In his letter to
the Attorney General, uena~ur Santos pointed out the
controversy between thoe Puzlic Utilities Commission and Guam
Power Authority and had guestioned the authority of the
Governor and Guam Power Aurhority in reference to the “loan"™
and promissory note that are crucial in deliberations on
Bill 98s5.

Mr. Leslie A. Lummis :lco appeared and submitted a
written testimony labeled Txhibit "F". Mr. Lummis testified
that lower income citizens, specifically the ones on Section
8 and food stamps will be affected. He also testified that
if the Government owesz unpaid power bills, then "Cut then
offin

The Committee on Energy, Utilities and Consumer
Protection and the Committ=e on Ways and Means find that
Item 12 of Part III of the Public Utilities Commission's
Decision and Order, Docket No. 88-001, clears the way for an
automatic abatement of the rate increase if the Government
of Guam, pursuant to legisiation, executes a promissory note
by which it promises to repay the $5,885,037.00, of which
the terms call for monthly payments of $250,000. Therefore,
the Committee on Energy, Utilities and Consumer Protection
and the Committee on Ways and Means recommend that Bill No.
985, as amended, be passed by the Nineteenth Laegislature.

Committes Report 3 (81L985CR.DOC)



EXHIBITS

Exhibit "a® Written testimony and attachments of Mr.
Donald C. Williams, Consul, Guam Power Authority

Exhibit "B" Copy of Public Utilities Commission's
Decigsion and Order, Docket No. 88=001.

Exhibit “c® Written testimony and attachment of Mr.
Wilfred G. Aflague, Director of the Department of
Administration

Exhibit "D" Written testimony of Mr. Tony Palomo,
Department of Interior

Exhibit "E" Copy of Senator F. R. Santos' letter to the
Attorney General of Guam

Exhibit "“"p®. Written testimony of Mr. leslie A. Lummis . .

Committee Report 3 (81L985CR.DOC)
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NINETEENTH GUAM LEGISLATURE
1988 (SECOND) Regular Session

Bill lo. 985 (LS)

Substituted by Committee on Energy,
Utilities and Consumer Protection and
Committee on Ways and Means

Introduced by: . Parkinson

D
A. J. Shelton
T. S. Nelson

M. K. Hartsock

AN ACT TO APPROPRIATE THE SUM OF FIVE
MILLION EIGHT HUNDRED EIGHTY-FIVE
THOUSAND THIRTY-SEVEN DOLLARS
($5,885,037) FROM THE GEMNERAL FUND TO
THE GUAM POWER AUTHORITY FOR THE
PURPOSES OF EXTINGUISHING THE
PENALTIES RESULTING FROM UNPAID POWER
BILLS DUE FROM AND OWED BY THE
GOVERNMENT OF GUAM.

WHEREAS, the GCovernment of Guam owed the Guam Power Authorit
approximately Thirteen Million, One Hundred Twenty-Four Thousand, Thre
Hundred Forty-Two Dollars ($13,124,342), of which approximately Seve
Million Two Hundred Thirty-Nine Thousand Three Hundred Five Dollar
($7,239,305) constituted charges for metered electric services and Fiv
Million Eight Hundred Eighty-Five Thousand Thirty-Seven Dollar
($5,885,037) constituted penalties; and

WHEREAS, the Board of Directors of the Guam Power Authority electes
to "forgive" the penalty debt of $5,885,037, promising that by doing so anc
accepting payment for that amount from the government of Guam, they wil
not request a rate increase; and

WHEREAS, the Guam Power Authority on February 23, 1988, filed
rate increase of approximately Twelve and nine/tenths percent (12.9%) witl
the Public Utilities Commission; and

WHEREAS, the Guam Power Authority has indicated that a rat
increase is needed in order for it to perform critical capital improvemen

projects that would maintain reliable power throughout the system; an
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12
13
14
15
16
17
18
19
20
21
22
23
24
25

27
28
29
30
31
32
33

WHEREAS, the Guam Power Authority has indicated publicly that |
now contests and denies any former promise made by it to waive any suc
penalties; and

WHEREAS, by accepting payment for the penalties-owed by th
government of Guam, the Guam Power Authority will recover capite
sufficient to render any increase unnecessary; and

WHEREAS, in the most recent Decision and Order of the Public Utilitie
Commission (Order No. 12, August 1, 1988) in the matter of the Amendet
Application of Guam Power Authority to increase rates, (Docket No
88-001), the Public Utilities Commission stated:

. "12. The Commission shall forthwith, on its own motion.
investigate GPA's forgiveness in March, 1987 of $5,885,037.00 ir
penalties which were assessed upon the Government pursuant to GPA
Tariff Schedule C. In the event the Commission shall find as a resull
of its investigation that the penalty forgiveness was in violation of law
or of its bond covenants, and-in the event the govéﬁment of Guam,
pursuant to legislation or otherwise, executes a promissory note by
which it promises to repsy to GPA the $5,885,037.00 in forgiven
penalties under repaymenfterms which require monthly payments of at
least $250,000.00, then upon the occurrence of said events, the rate
increase ordered herein shall automatically abate. However, any such
abatement shall not affect in any manner the other orders made
herein," NOW, THEREFORE,

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:

Section 1. The Guam Legislature recognizes the debt by the
government of Guam as a legitimate pubﬁc debt, and hereby enacts the
following to read:

(a) In addition to sums previously appropriated, the sum of Five

Million Eight Hundred Eighty-Five Thousand Thirty-Seven Dollars

($5,885,037) is hereby appropriated from the General Fund to the

Guam Power Authority to pay the outstanding penalties which were

assessed upon the government of Guam by the Guam Power Authority

pursuant to Guam Power Authority Tariff Schedule C and which were
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allegedly "forgiven" by Guam Power Authority in’'or around Mar
1987, referred to by the Guam Public Utilities Commission in Order N
12 in the Decision and Order of the Guam Public Utilities Commissi
dated August 1, 1988 in the matter of the Amended Application
Guam Power Authority to increase rates, Docket No. 88-001.

(b) The aforementioned debt is hereby affirmed and ratified t
this Act, and pursuant to this Act, the government of Guam promis:
to pay the Guam Power Authority in accordance with the terms of th
section,

(¢) The aforesasid appropriation shall be made to the Guam Powe
Authority in equal monthly installments in the amount of Two Hundre
Fifty Thousand Dollars ($250,000) per month, beginning ninety (9¢
days after enactment of this Act and continuing until the total det
has been extinguished.

(d) This section shall constitute the execution of a promissor
note pursuant to legislation as contemplated by Order No. 12 in th
Decision and Crder of the Guam Public Utilities Commission date
August 1, 1988 in the matter of the Amended Application of Gua
Power Authority to increase rates, Docket No. 88-001.

(e) In addition to this appropriation, the government of Cuam i
authorized to expend lapses from the current fiscal year, prior fisce
years, or future fiscal years to pay the obligation described in thi
section to the Guam Power Authority, and may transfer funds fror

other appropriations if necessary to pay the obligation described i1
this Section.
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September 17, 1988

HAND DELIVER

Senator Don Parkinson
Nineteenth Guam Legislature
Agana, Guam 96910

Re: Hearing on Bill No. 98%

Dear Senator Parkinson:

Your invitation to Guam Power Authority to testify in
connection with the above matter has been referred to our
office in view of the fact there is a pending inquiry before
the Public Utilities Commission {"PUC") and potential
litigation involving the recovery of the penalties which form
the basis of your appropriation. As you can appreciate, this
is a complex matter and I enclose a copy of the PUC complaint
and our response.

Under the circumstances, I have advised GPA it would
not be desirable or appropriate for GPA to discuss these
matters except in the context of the pending proceedings before
the PUC. Please accept these comments in lieu of the presence
of GPA at the hearing.

GPA clearly has need of funds to meet its capital
improvement needs. The system demand is rapidly outpacing the
ability of GPA to keep up. GPA established these needs at the
last rate hearing in which you participated. As you will recall
these needs go beyond TFY 89. If the Legislature appropriates
the sum set forth in your bill, the recent rate increase will
abate in accordance with the PUC order and after FY-89 GPA will
hbe left with insufilci revenues to meet the demands of the
) L necessary to go through the costly
coos the Leogislature is willing to
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Senator Don Parkinson
September 17, 1988
Page 2

.

You should keep in mind that the Government of Guamn
has consistently taken the ©position that discriminatory
penalties accumulating compounded at the rate of 80% per year
are unenforceable. The Government continued to adhere to this
position even after the enactment of P.L. 18-48 which
appropriated money for payment of penalties in P.L. 18-48 and
reduced the amount of penalties GPA could collect to 12% per
annum. We are aware that the Government has continuing
pressing needs for critical infrastructure projects and it is
logical to assume the Government’s position on the penalties
has not changed. Even 1f sums are appropriated, we cannot be
assured they will be received. Under the circumstances, it is
extremely difficult feor GPA to plan for its future needs.

I hope these comments will be of assistance to you
and ycu:® committee. Also, the actual amount of the penalties
is $5,8£5,037.

Very truly yours,

-

‘E S""E‘ S m—% RSO &:.:‘\ o ‘;“ T NI S,
Donald C. Williams

/dcw
GBB16249
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BEFORE THE PUBLIC UTILITIES COMMISSION \(~ -

OF THE TERRITORY OF GUAM e

PUBLIC UTILITIES COMMISSION CASE NO. 88-003

OF THE TERRITORY OF GUAM,

MOTION TO DISMISS COMPLAINT
AND MEMORANDUM IN SUPPORT OF
MOTION TO DISMISS COMPLAINT

Complainant,
vVE.
GUAM POWER AUTHCRITY,

Defendant.

R e N W 3 v WP N

COMES ,ﬁow, the Guam Power Authority (hereinafter
referred to as “GPA”} and respectfully moves the Public
Utilities Commission {hereinafter referred to as the
“Commission”) to dismiss the Complaint filed by the Commission
in the above-entitled matter on August 5, 1988 for the reasons
set forth below. It was unclear from the Complaint the exact
issues the Commission intends to addresse. The modification of
Schedule C penalties is so entertwined with the compromise of
the penalty charge, we have addreséed both 1issues in this
motion & memorandum.

1. The Eighteenth Guam Legislature enacted Public
Law 18-48 prohibiting GPA from charging penalties ard int. "est
in excess of 12% per annum; whether GPA properly su mitted s
modiflication of Scheduis O to conform to the legisla® ion to the
CIEERLSE T LA D0 Dl ausd Lhe 80Ltlon DY Lhe Leglo. lu

precedence over actions cf GPA cor the Commission.




Z. The Commission held & hearing on August 18, 1%&7
to consider the elimination of the penalties cet forth in
Schedule C; the Commission’s failure issue an order within 120
days of the hearing constitutes a final order by the
Commission.

3. The sole discretion and authority to determine
whether the provisions of the 1984 Second Refinancing Agreement
{hereinafter referred to as the ”“SRA”) dated December 3, 1984
have been vioclated rests with the Secretary of the Department
of Interior; the Commission does not have Jjurisdiction to
vo1sider whether acts by GPA or the Guam Legislature violated
the SRA.

| 4. The Board of Directors of GPA acted legally and
within their statutory authority in entering into the
settiement agreement with the Government of Guam without
obtaining prior Commission approval.

5. The Commission has failed to issue directives or
controls ¢r offer any objections until approximately 17 months
after the e:ecution of the promissory notes dated March 31,
1987 between the Government and GPA (hereinafter referred to as
the “promissory notes” or the “settlement agreement”) and the
Commission 1s now estopped from denying the wvallidivy of the

promissory notes.

-

5. The (Commisszion 1s without power to validate an




illegal teriff schedule requiring GPA to pursue enforcement of
penalties which are illegal and unenforceable.
I. STATEMENT OF FACTS

Over the vyears, GPA has been plagued with the
collection of the Government of Guam’s {(hereinafter referred to
as "Government”) power bills. The Government’'s delingquencies
have been in amounts of thousands to millions of dollars, and
have occurréd so cften in recent years as to be chronic. The
Board of Directors of GPA discussed and implemented various
plans to promote collection including the disconnection of
power service, the imposition of penalty charges, intervention
by the Legislature and negotiations to settle disputes over
payment amounts. Copies of selected portions of the Minutes of
the Board of Directors of GPA are attached hereto collectively
as Exhibit A. Minutes specifically referred to are designated
as Exhibit A-1 through Exhibit A-54. GPA began experiencing
problems with Government account delinquencies as early as
1981. See Exhibit A attached hereto.

Beginning as early as June of 1981, the Board of
Directors of the Guam Power Authority (hereinafter referred to
as the "Board” or the "Board of Directors”) began discussing
the possibility cf including a provision for penalty charge in
the rate tariff on Government of Guam accounts in arrears. Sece,

Boaxd of Direceors Sirsunes datred June 3, 1981, attached as

vy kS
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Rate Tariff Schedule C (”Schedule C") was initially
implemented on April 1, 1983. The implementation was part of
the general rate increase. However, the rate increase was
rolled back by the Guam Legislature effective June 27, 1983.
Schedule C was abandoned with the rate rollback. GPA passed
another rate increase, which was implemented March 21, 1984.
Schedule C was included in this action. From the date of its
implementation, GFA assessed late penalties on all government
accounts past due and unpaid from the last business day of the
month. Schedule C was adopted by GPA as a way to motivate
government agenciés to properly budget for their power bills
and to pay their power bills in a timely way. It was thought
that the prospect of being assessed with such a large penalty
would cause the Government to keep its accounts current. The

purpose of Schedule C was to discourage late payments rather

than to collect the penalty. Schedule C was not a revenue
generating measure, cee, Affidavit of George Becher attached

as Exhibit B. Alsc, this was discussed at the first oversight
hearing of the Commissicon in March of 1984.

A factor which was instrumental to GPA's decision to
enforce a penalty charge was the dispute between GPA and the
Government of Guam regarding pavment of utility service for the
energizing of street lights. After the rate rollback in June

igsconnect street lights becaunse of the

[

of 1983, GPA elected 1o
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bills, including street 1light bills. Lawsuits were filed
against GPA by members of the Guam Legislature. See,
Complaint, attached as Exhibit C. A Temporary Restraining

Order was issued, which the Board. interpreted to mean GPA was

enjoined from the further de-energizing of the lights, See,
Minutes of the Meeting of the Board of Directors dated
September 9§, 1983. The Legislature responded to GPA's

collection efforts by enacting Public Laws 17-25% and 17-26,
which prohibited GPA from disconnecting street lights. Seg,

dated

September 1, 1983, September 7, 1983, September &5, 1983,
September 15, 1983, September 21, 1983 and October 3, 1983,
attached as Exhibits A-12, A-~13, A-14, A-15, A-16 and A-17
respectively.

Even after the implementation of Schedule C, the
Government’s past due Dbills continued to accumulate, as

reflected in the Mj

dated May 1,
1984 and attached as Exhibit A-19. The Government 1line
agencies owed GPA over one million dollars in metered billings,
in addition to Schedule C penalties.

By April 9 1985, the Government of Guam owed GPA
over 4 milliior doiAa?s. The Board discussed filing suit

against the Gov :rnment but decided to set up a task fo ce to

SN . - P I RO T e T g y ~ S =
pursye resclullo v ol tho o problar, See, Minutes ¢f the Boang of
RDirecinrs dates Lpsil 7L I8yS . attached as Exhibit A-T5. T
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should be noted that the Government Claims Act required that
GPA file its claim with the Government and the Government had
180 days to act on the claim before lawsuit could be filed.
Negotiations with the Government were discussed in the Board's
September 23, 1985 meeting. See, Minutes of the Board of
Directors dated april 23, 1985, attached as Exhibit A-26. The
Board discussed a settlement with the Government based upon an
offset o©f interest the Government lost because Section 30
monies were impacted because GPA was unable to pay interest due
under the SRA.  Also attached is a memo from the General
Manager to Joe R. San Agustin attached as Exhibit D which
further c¢iscusses such a settlement.

At a meeting dated August 8, 1985, the General
Manager werned the Board of Directors that GPA was in danger of
being deciared in technical default of the covenants of the
SRA. A ccpy of the August 8, 1585 minuteg are attached as
Exhibit A-27.. The General Manager also reported to the Board
the results of.hﬁgotiations with the Government to solve the
problem of Governmant power bills.

The Cepartment of Interior became concerned about the
delinguency in payment as set forth in the letter from Richard
T. Montoya, Assistant Secretary, Territorial and Internaticnal

Affaire to the Chairmar and 2rard of Directors of GPA, dated
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the SRA collection rates for the menth of Hay, June and July of
1985.

The Department of Interior expressed ¢great concern
over a Board Resolution to transfer money to the general funds
in a letter dated January 30, 1986, attached as Exhibit F.
Assistant Secretary Montoya pointed out that GPA's general
financial condition hed prevented it from performing
maintenance projects, and the need for funds for capital
expansion, plus the fact that the Government owed GPA several
million dollars for past due power bills. Montoya warned that
GPA's transfer of funds may place it in technical default of
the SRA.

The Board, in 1its March 18, 1986 meeting (See,
Minutes of the Board of Directors attached hereto as Exhibit A-
29), directed the Chairman to send a letter to the Governor of
Guam regarding the Government delingquent accounts. A copy of
the letter sent to the Governor is attached as Exhibit G. The
Chairman advised the Governor metered billings and penalties
totaled §7,28%1,111.81 as of February 28, 198¢6. The Chairman
also warned the Governor that if GPA was declared in default of
SRA, the Section 230 monies could again be impacted; the
Chairman stressed the importance of reaching some kind of

agreement with the Government which would permit the immediate

>
+

pevment of gcash to GPA,  The Roard felt a committee should be
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On March 20, 1988, the Commission, <through itsa
Decision & Order pertaining to the reasonableness of GPA's
rates, noted that GPA had failed to enforce collection of
government accounts and ordered GPA to take action to bring GPA
into compliance with the provisions of the SRA. No directives
were issued by the Commission to indicate how the Commission
expected GPA to eniforce collection notwithstanding the problems
GPA had already experienced in its collection efforts. GPA
continued its efforts to meet with the Government and work
toward a payment agreement. Although disconnection was again
considered, GPA's real need was to receive neyment, and the
viability of a disconnection policy for governme:t accounts was
highly gquestionable 1in view of +the prior 1 .tigation and
legislation.

It was reported in the April 1, 1986 minutes that the
Assistant General Manager had met with officials from the
Department of Administration to work toward a resoluiion of the
power bill problem. By letter dated March 27, 1986 to the
Chaeirman of the Board of Directors, the Governor of uam,
Ricardo J. Bordallo, advised the Board that there were two
major issues which must be resolved before any of the disputed
Covernment billings could be paid, Twe issues identified by

the former Governor Bordallo are the number of street light

W

autncrized by the Government of  Guam, and the amount ot
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Section 30 funds that the Department of Interior appropriated
to cover GPA’'s June, 1984 and December, 1984 FFR interest
installments. A copy of the letter is attached as Exhibit H.
In working toward resoluticn of the dispute, the Director of
Administration issued two Memorandum Agreements setting forth
initial objectives agreed upon by GPA and the Department of
Administration. 2 copy of the Memorandum Agreements are
attached as Exhibits I-1 and I-2. The Memorandum No. 1 calls
for an inventory of street lights, the Government’'s agreement
to stay current on undisputed portions of monthly billings
being metered consumption, and GPA's agreement to freeze
penalties on account of delinquencies for fiscal years 1985 and
1986 as of March 31, 1985, and an agreement regarding payment
of the final reconciliation of accounts.

The minutes reflect ongoing discussions and efforts
to resolve the matter of the delinquent bills, including draft
legislation prepared for the consideration of Senator Parkinson

who was assisting in resolving the problems of the unpaid

bills. Letters to Senator Parkinson from the Chairman of the
Board are attached as Exhibit J. Accompanying the letters is
draft legislation prepared for Senator Parkinson. The Board

was also working with Nancy Boone, Guam Desk Oificer with the

Department of Interior. GPA regquested Section 30 funds be
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The General Hanager reported at the Board’'s mesting
of October 15, 1%86 that penalties were exceeding billings.
Also discussed at the October 15, 1986 meeting was the rather
sensitive matter of the Navy’'s agreement to match GPA’'s debt
service coverage. GPA's failure to collect metered sales
potentially caused GPA’'s collection ratio to fall below the 95%
regquirement of the SRA. The Department of Navy representative
stated that 1if GPA doesn’t collect monies owed by the
Government, there is no reason for the Department of Navy to
have made payments pursuant to the debt service coverage
agreement. At the same meeting, the General Nénager expressed
his growing concern that if the matter of the Government of
Guam delinquent accounts was not resolved sé?n, that the
Department of Interior would intervene. The October 15th
minutes are attached as Exhibit A-33. |

As a matter of disposition, the Board :again began
considering disceonnection as a means of motivating the
Government to pay its power bills. The Department of
Administration was given notice by letter dated Novembeﬁ 28,
1986 that GPA intended té issue a disconnection notice on
December 2, 1986 if payment was not received. A copy of the
lecter is attached as Exhibit L.

| Finally, with a change in administration and the
Board members in Janusyry, 1987, the‘Government and. GPA were

she Y o - PR, o an o g gyt gt JPR Y T o W PN N A S o~
chble o rgach an agresmsat. The Board of Directoys mel O
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arch 30, 1927 +to <discuss the wmatter of the settlement
agreement. The agreement was the result of extensive
negotiations between Bruce FPecon, Comptroller of GPA and
Michael Reidy, Chief of the Bureau of Budget and Management.
The Affidavits cof Bruce Pecon and letter of Daniel Fitzgerald
set forth the urgency and immediate need on GPA's part to
resolve the dispute and begin receiving the arrearages. The
Affidavit and letter are attached as Exhibits M and N
respectively. The Affidavit of Michael Reidy, attached as
Exhibit O, sets forth the Government'’s posi?ion regarding
settlement. The Board rasolved to approve thézagreement and
promissory notes to be executed between therﬁGPA and the
Government of‘Guam. The Board also considered wﬁether notice
should be given to the Commission. It was deteréined by the
Board, after review with .counsel, that noti&e was not
necessary. A copy of the Maréh 30, 1987 Board?%inutes are
attached as Exhibit A-41. At the time the promissory notes
were executed, the Government of Guam owed GPA $4,160)000.00
for the electricity it had cdnsumed. This reflected payménts
which had been made by the Government since January, 1987.; In
addition to the metered billings, the Government owed GPA
appioximately $10,100,000.00 in penalties. Pursuant to the
sett?ement agreement, the Goverﬁment égreed to pay GPA 100% of
the electricity i3 »sd  consumed (metered Dillings) and

APPIOXIMET LY $4,400,300.00 in penalties.
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Copies of the executed notes were sent to the
Department of Interior for the Department’s review and
consideration. Interior had been previously notified of the
amounts due and GPA’'s position by letters dated February 23,
1987 and March 31, 1987. gSee, letters of General Mapager John
M. Bepavente attached as Exhibits P-1 and P-2. Department of
Interior responded to Mr. Benavente’'s letter transmitting the
notes by letter dated April 20, 1987, a copy of which is
attached as Exhibit Q. The Department of Interior reviewed the
settlement agreement set forth in the promissory notes and the
context of compliénce with the Second Refinancing Agreer:at and
found the promisscry notes to be acceptable.

Also, the Legislature of Guam in P.L. 19-10
appropriated money for the satisfaction of the notes whics. by
implication constitutes  approval of the GPA-Governnent
compromise. This legislation amended the appropriation in P.L.
i8-48 which was fcr the full amount of penalties and meter
sales due at an earlier time. A copy of P.L. 19-10 is attached
as Exhibit R.

At its June 3, 1987 meeting, the Board resolved to

modify penalties charged in response to Public Law 18-48B.

Publi- Law 13-¢8, enacted January 2, 1987, limits the azmount of
pen&ai 'y GPA -an charge to 1% per month. The Board further
reco, ed To vomuasTt the Commission ©o remove Schedule U by
I I N R e AZGL ., and The  BOSTU Ieguebius
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Commission to take such csteps a5 may be necessary Lo remove

Schedule C. A copy of the letter is attached as Exhibit §.

The Commission, in the exercise of 1its discretion, held =a

public hearing on the Schedule C matter on August 18, 1987 at

the legislative session hall. Testimony was received. To

date, the Commission has not made any determination or order.
IT. LEGAL ARGUMERNT

A. Public Law 18-48 Copntrols the Maximun Penalty
and Interest GPA Can Charge.

The Eighteenth Guam Legislature enacted Public Law
18-48, effaective anuary 2, 1987. Section 21 provides in part:

{b) The (uam Power Authority is prohibited

from charyjing penalties and interest in

excess of 2% per annum.

Public Law} 18-48 §21(b) is 1like a special usury
statute. The Legislé;ure has identified a particular utility
supplier and establighed a maximum amount of penalty and
interest that utility maylcharge any class of consumers.

The penalty and irterest set by the Legislature is
reasonable and is an incident. of its power. As a general rule,
a regulation or order may be enforced only in the manner
prescribed by zstatute, and neither the administrative agency

nor the courts mew add o the penalties the Legislature has
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Neither the Commission nor CPA is wvested with the authority to
assess penalty or interest in excess of that prescribed by the
Legislature.

The matter of whether GPA properly submitted its
intention to moedify GSchedule C to the Commission is moot
because the action of the Legislature, in enacting Public Law
1B-48, takes precedence over actions of GPA or the Commission.
A moot case 1s one which seeks to determine an abstract
guestion which does not arise upon existing facts or rights.
Adams_v, Union R, Co.,, 21 RI 134, 42 A 515 (1899).

B The sri Final Ord - | ) ] : C

The Board of Directors of GPA resolved to modify the
Schedule C penalties  in response to Public Law 18-48 and
regquest the Commission to abandon Schedule C. The Commission
held a public hearing on Schedule C on August 18, 1987,
pursuant tc GPA’'s notificétion. To date, the Commission has
not issued any orders regardinyg the disposition of Schedule C.
The Commission apparently considered the penalties to be a rate
and pursuant to 12 GCA §12018, the Commission’s failure to act

must be construed as a final order approving the change.

Section 12016 provides in part that:




2 final order approving said rate request

change for the purpose of this section. A

final f£filing by a public utility occurs

when a utility has filed all documentation

necessary to support the reguest for a rate

change”.

Appeal from a final order of the Commission can be
made to the Superior Court of Guam. Appeal must be taken
within 30 calendar days of the date of the final order.
Section 12018. Pursuant to the Public Utilities act, the
appropriate avenue to take for further relief after a final
order is by appeal to the Superior Court, and not through a
rehearing process before the Commission, such as the Commission
is presently attempting. The Commission is estopped, hy its
prior final order from taking further action with respect to
Schedule C.

Some statutes specifically permit particular aqenciés
to reconsider or modify their orders or decisions after they
have become final. The Public Utilities Act does not contain

such & provision. Although there 1is case law which holds an

administyrative agency which do

[t}
s

not have specifically
conferred authority to reconsider or modify its determinations
may sSo yeconsider or modify, such power 1lasts only until

jurisdiction is lost by appesl or until a reasonable time has

run. Anchoxr Casgualiy Lo, v, Bensgaxds Co-op Creamery Assn., 253

Mina. 3903 %1 MW Tg o CIERRS Sewme  furisdictions have

measnred what mav he s o ennahle time on a case bv case hasis.
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depending upon the particular circumstances, while cther cases
have held that an agency’'s authority to reconsider or modify
its determinations terminates with the time allowed for review.
See, Lyons v. Delaware Liquor Commission, 44 Dela. 304, 58 A.2d
889 (1948), holding that the Liquor Commission could not set
aside its own judgment after the time for appeal has expired.
Thus, in the instant case, the Commission only had the
authority to modify its decision for 30 days after the date of
its final order. The time has expired and the Commission has
no power to reconsider its final order.

Further;'gt is not reasonable for the Commission to
wait for a pericd f over one year, taking no action, then
attempt to modify or.feconsider it prior action. Circumstances
have changsd. GPA .nas relied upon the Commission’s prior
action and c¢hanged 1its practices accordingly. The cases
recognizing the authc;ity of an administrative agency to
reconsider or modify itg‘determination, even though the agency
does not have such authority specifically conferred by statute,
do so in the light cof dus di;imence and prompt action on the
part of the agency and decline to permit oppressive
retroactivity. ODther courts have determined that final
administrative ovders are conclusive unless set aside on appeal

authorized by statute, or unliess fraud or something of a like
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The better view and the view which is most consistent
with the interests of all parties to an agency action is that
an agency may reconsider and modify its order until the
expiration of the time allowed for filing an appeal. After the
time for appeal hes expired, both the agency and the party
affected, in this case the Guam Power Authority, must be
assured they can rely con the agency order and proceed in a
manner which is both legal and consistent with the agency
order. The Commission has appréved a removal of Schedule C.
Its failure to act within 120 days constitutes a final order
for the removal of Schedule C. No.:ppeal was filed within the
30 day period following the final prder. The Commission is
estopped from redetermining its ?inal order Dbecause its
authority terminates with the time a}lowed for appeal or, in
the alternative, its authority termirétes with the passage of
time, its failure to take prompt action, and the parties’
reliance on the order as entered. |

c. Z‘MWHW
Yhether ACtions '.Mav Violate 1the

On December 3, 1984, the Guam Power Authority entered
into a contractual relationship with the Secretary of the
nrericr, Department of the Intericor, United States of America.

“he contract is referred o o Che fecond Relilnancing Agreement

He
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refinancing of a loan it obtained frowm the Federal Financing
Bank in 1980. Federal Law (Public Law 98-4%4) authorized the
refinancing of the 1980 note, subject to certain conditions.
The Federal Financing Bank, an instrumentality of the United
States Government, was directed to purchase GPA’s obligations
and GPA gave the Federal Financing éank its promissory note
("the 1984 note”). The Secretary of the Department of Interior
agreed to guarantee GPA’'s payment of the 1984 note. The SRA is
a contract between the Department of Interior and the Guam
Power Authority. The agreement was approved by the Government
of Guanm. According to the SRA, and pursuant to general
principles of the law of contracts and of administrative law,
the Department of Interior has the exclusive authority and
power to declare the Guam Power Authority in default of any of
the provisions of the GSRA. A copy of the SRA is attached
hereto as Exhibit T.

In its Complaint, the Ccmmission states at Paragraph
1 that “The Commission wilil further investigate whether the

forgiveness [Schedule C penaity charge] violated any of GPA's

3, 1984 between GPA and the Secretary of the Interior”. The
Department of Interioy h:s already made a determination the
promissory notes id not wvioclate the SRA. See Exhibit (

arttzohng Beyreto.
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Further, in Paragraph 2, the complaint ztates “The
Commission will investigate whether this purported amendment to
Schedule C wvioclates the terms of the 13984 Second Financing
Agreement between GPA and the Secretary of Interior dated
December 3, 1984”. Paragraph 3 of the Complaint provides “The
Commission will, as a result of its investigation and
deliberation of the evidence submitted pursuant theretc, makes
such orders as it considers fair and Jjust”. Yet, The
Department of Interior is fully aware of the legislative action
and modification of the penalties that can be charged and has
taken no position with regarc¢ to default; it should be assumed
in view of their strong actio: in connection with P.L. 18-44,
The Department of Interior did not consider the reduction of
the penalties of the Legislatur: tc constitute a default. As
discussed above, the Commissiorn: is not a party to the SRA.
While the Commission may have oversight authority over the
general operations of all publiﬁ utilities on Guam, the
Commission has not Dbeen granted coversight authority by the
Department of <the Interior over contractual relationships
between it {(Department cf Interior) and GPA. Federal law dces
not contain such a grant of power. Nor does the Public

Utilities act, 12 GCA or the Guam Pcwer Authority act delegate

[N
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to the Commission avthority Lo in GPA’s place with regard
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The Commission, as an administrative agency, is a
tribunal of limited Jjurisdiction. Jurisdiction depends
entirely upon the terms and validity of the statute granting
the authority. The Commission cannot confer jurisdiction on
itself. See, United States v, Baltimore & Ohio Southern
Railroad Co,, 226 U.S. 14, 57 L.ed. 104, 33 S.Ct. 5 )1912).
Q/'Mara v. Andrews, 146 Ck. 57, 293 Pac. 257 (1930).

Absent particular circumstances, a contract cannot
be enforced by a person who is not a party to it. The
Commission is not a party to the SRA, nor does Federal or local
las - vest the aufhority to enforce the contract with the
Comm..ssion. The Commission is without standing or jurisdiction

to i:rvestigate or determine whether any actions by GPA may

violatz2 the terms of the SRA.

Enforceable and the Commissi s FEst enging
Their Validirv.

The Zommission has been aware of the problems GPA has

encountered in enforcing collection of Government power
billings since the Commission’s inception. In the Commission’s
decision ond order dated Maxch 20, 1986 pertaining to GPA's

rates, the Commission noted in some detail that GPA had failed
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10. Immediately initiate action to bring

GPA intc complliance with the provisions of

Section ¢ of the Second Refinancing

Agreement and submit a report on compliance

within 30 days after the date of this

order.

Paragraph 10 of the order and decision was with
reference tc past due billings of the Government of Guam. No
specific directives were issued by the Commission indicating
how it expected GPA to enforce collection. As discussed in
Section 1 above, collection of Government accounts was of major
concern to the Board of GPA for a number of years. GPA had
implemented various plans to promote collection including the
disconnection o©f power services, the imposition of penalty
charges, intervention by the Legislature, intervention by the
Department of Interior, settlement negotiations with various
Government agencies, and settlement negotiations with the
Department of Administration, the Bureau of Budget and
Management and the Governcr of Guam. The (Ccocmmission was
cognizant of the wvariousgs efforts the BRoard had undertaken to

collect the past due billings. Based upcn the passive role the

Commission took throughout the entire period of vears GPA was

trying to collect tﬁe power rpills, zand th» Commission’s "it’s
up to rou' attitude a® expressed in the Marc. . 1986 (rder, the
Brrra oY Dilractors formed the opinic  that th Commission did
T of Aleputad ~ped doe Wi le . and rhe
agraament reached with the Governme T did not regJulre prior
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Commission apprevel. When GPFA took the acticn, 1t was common
public knowledge because of the importance to bcth the
Government and GPA. See, BDRDN articles attached as Exhibit U-1
through Exhibit U-3. The Commission apparently concurred with
GPA’'s position, since it made no attempts to intervene at any
time, even though it is empowered wit such oversight
authority. In addition to the Commission’s general powers and
duties set forth at 12 GCA §12004, Public Law 18-33 §29%

proviges:

Notwithstanding any other voovision of law,
the Public Utilities Commi:tsion may meet
fer purposes of gathering .nformation on
utilities and reguesting, lemanding and
accepting reports and docruments from
regulated utilities, and for other
purposes. The Commission ma’ continue a
limited operaticn, as funds cre available
or on & volunteer basis, for purposes of
monitoring the regulated utilities and
making such orders, rules and regulations,
as may be appropriate to mcnitor such
agaencies and ensure that orders of the
Commission are complied with. Tinancial
documents and reports of publicl owned
utilities are hereby declared to be ip:blic
documents. :

The Commisasion’s failure to issue any directives or
controls or make any investigation or come forward with any

jections until August 5, 1288, approximately 17 months after

the execution of the Lremlsenry notes, indicates Tho
e . o . - - N ~ - Ty ™ 7
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settlement negotiations between GPA and the Government which
culminated in the execution of the promissory notes, the
Commission is barred f£from the doctrine of laches challenging
GPA action now.

Estoppel by laches means a failure to do something
which should be done or to claim or enforce a right at a proper
time. Hutchinson v, Xenny, 27 F.2d 254 (1928). Laches is
delay accompanied or by 1inducing change o¢f conditiocn or
relation. Jones v, McNabb, 84 Ok. 9, 84 P.2d 429 (1938).
Laches is not computed by the mere passage of time, but by a
determination that the <circumstances of the case caused
prejudice. The essential elements of laches are knowledge,

unreasonable delay, and change of position. Shapikx v. ¥White

Sewing Machine Corp., 25 Dela. Ch. 371 19 A.2d 831 (1941).
Maitison-Greenlee SJexvice Corporation w. LQulhane, 20 F.Supp.

882 (1237). There is no questicn the Commission had ‘actual
knowledge ©f GPA’'s predicament in collecting the Government's
power bills. The Commission had knowledge at the time of its
decision and order of March 20, 1886. Further, the matter of
GPA’s negotiaticn efforts and the final agreement embodied in
the promissory nct::s was well publicized and a matter of public
information. Th2 .ommission was well aware of the promissory

notes Ay o vho rime £ +he heaving on for the modification of
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at the public hearing on Schedule C, yet the Commission snould
be charged with kncwledge of the settlement agreement Letween
GPA and the Covernment.

. Whether the. instant action, approximately 17 months
after the promissory notes were signed, constitutes an
unreasonable delay must be determined by the circumstances of
the case, in particular, the parties change of position. These
two elements of estoppel by laches must be discussed together.
GPA strongly asserts the delay 1s unreasonable. The
unreasonableness of the delay is evident by considerijg the
change of position of both the Government and GPA. Both the
Government, through the Department of Administration ana the
Bureau of Budget and Management, and GPA expended a great deal
of time, energy and money in formulating a mutually acceptéble
settlement agreement. GPA, through its Comptroller and through

its indepencdent auditors, Touche Ross, reviewed numercus

factors tefors accepting the settlement agreement. See,

££5 i £ mr Pe ' e

attached as tExhibits M and N respectively. Both entities have
adijusted thelr Dudgeting to take into account the payment of
and the re.eipt of the settlement payments. GPA is relving cn

the receipt corf the funds for certain projects which otherwise
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although ccovering past due payments, alsc indicated that GPA
and the Government had reached the position where they were
willing to work together and prevent future arrearages in such
incredible amounts. - The somewhat .antagonistic zrelationship
between the Government and GPA of the past has been resclved.
Both the Government and GPA, based upon the settlement
agreement and the promissory notes have changed their positiocns
in a drastic way. If the Commission had undertaken to attack
the wvalidity of the promissory notes shortly after their
executiou,-GPA'and the Government’s position would be little
changed frc: before the agreement. However, almost a year and
a half has elapsed. If the promissory notes had been
challenged and some months ago, GPA’s recent request to
increase ratns may have Leen for a substantially greater
amount.  In fact, because of the settlement, GPA was able to
withdraw its érevious notice of intent to file for a rate
increase. See, onxhlibif A-4:, The speculation is unending;
Section 30 funds mar have impacted, or the Department of
Interior may have 1itervened. However, the agreement was
entered into and both the Government and GPA are proceeding in
a way that indicates each is relying on the promissory notes.

Change of pogition on the part of those affected by non-action,

amdd Tha P T T T rights are  factors  of enpross
LEmArTANCe i 2e0ar LI8HhinG LaChes., See, TFedera'l Uniloy
R o B PR S s NS T T 10 \
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GPA is working toward reestablishing its
sreditability with the Department of Interior. The Department
of Interior <consented to the settlement aqgreement; the
Commission’s challenge of the agreement at this late date would
reflect poorly on the creditability of GPA, the Commission and
the Government of Guam in general. All elements of an estoppel
by 1laches, knowledge, change of position, and unreasonable
delay are evident in this case.

The Government of Guam has been making payments
pursuant to the promissory notes for approximately 17 months.
The Commission has indicated its apparent consent to the
agreement and the Commission is now estcopped from denying the

validity of the settlement agreement by the equitable doctrine

of laches.

It is a matter of law that the Commission has
oversight authority of the public utilities on Guam. However,

the Commission has never promulgated rules or regulations or

issuved  anv  guidelines relating o  the exercise of its
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There 1s a presumpticn that public cificers have
properiy discharged the duties o¢f their cifice and have
faithfully performed those matter with which they are charged.

1rou M in M ium_-C . 78 Wyo. 204, 321 P.2d
229 (1958). The burden is on the challenging party to prove
that the public officer was acting in violation of law, in
excess of his authority, or without regard to the functions for
which he was entrusted. The Commission has made no showing
that the Board exceed its authority, or acted improperly in
negotiating and entering into the settlement agreement and
promissory notes with the Government of 3uam.

GPA’'s powers and duties are promulgated by 12 GCA
Chp. 8 and include the power to sell eluctric power on Guam,
collect money from customers unsging its services, and enter into
contracts and execute all instruments neﬁessary or convenient
in the exercisa of its powers. In exerc.sing its powers as
described by law, the Board must use its discretionary powers
to achieve the purposes expressed in the statutc. Bullock v,
Culbert, 480 SW.2d 3867 (1972). Wwhen the Legislatfre empowered
GPA with the authority to sell electricity, enter into
contracts and cocllect money from 1its customers, it also
empowered GFA with the authority <to sit down with its

customers. discuss disputed bills and enter into negeotiated
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negotiating the settlement agreement with the Government. Its
actions were clearly within the powers granted to it by statute
and the Complaint of the Commission has failed to allege any
facts to overcome the presumption in favor cof the propriety of
the Board.

The Public Utilities Commission is the island’s
utility rate setting authority. 12 GCA 6§12004 gives the
Commisgion regulatory oversight supervision of rates over each
public utility. The Commission is also the ”watchdog” for
utility activities. Utilities must obtain written approval of
the Ccmmission before entering into any contractual agreements
or obligations which could increase rates and charg=s. The
Commission has never promulgated any guidelines for the
utilities on these matters, thus GPA has discretion to
determine what falls within the meaning of agreements affecting
rates. The Beard of Directors of GPA considered whether it
must obtain Commission approval prior to entering 1intc the
settlement agreement and promissory notes. The Board made the
determination that the settlement agreement was not in effect
rate setting, and the settlement agreement did not have an
affect on the power rates for the years the penalties were
compronised. The agreement did not reguir2 prior Commission

approval .

mor T compromise of the utility cates. The :ocus of the
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settlement agreement was the accumulation of penalty charges

49

imposed by Scheduol C. Scheduls C imposed a very severe

£

panalty in the 3 cf five percent per month compounded.
Schedule C, frcm its inception, was never characterized as a
rate. Its purpose was to encourage the Government to pay its
electric bills. Schedule C bore no relation to the expense
incurred in providing electric service, nor were reBVenNuUes
generated by Schedule ( <considered a return of GPA’'s
investment. The settlement agreement between the Government
and GPA required the Government to pay 100% of past due metered
billings for electricity used in fiscal year 1986 and fiscal
year 1987 through March, 1987. GPA cocllected 100% payment for
electricity actually consumed. In addition to the collection
of metered bills, GPA collected a penalty on fiscal year 1986
billings in the approximate amount of 12% per annum plus
additional penalty interest for the portion of fiscal year 1987
and arrears. This reflected a recovery of penalties within the
range recognized by the Legislature to be reasonable in light

of P.L. 18-48.

Tha negotiztions related only to a portien of the

penalty charge. 100% of the metered billings, the billings
charged pursuant %o the tariff rate, were collected. The
seitlanenl sorsoment woe cod s o madl fication of the power rate,

Becony, wra o safticmont agreement between GPA and the
Gowsonment Sid nmot hoew Uop Uind of affect which could increacze




rates and charges. Simply stated, the modification of Schedule
C penalty interest aifected only fiscal year 1%86. Fiscal year
1986 ended in October cf 1986. The uncollected metered
billings and the uncollected Schedule C penalties appeared on
GPA’'s books as revenues earned, but not received. In spite of
this perceived cash shortfall, no rate increase was requested
in fiscal year 1986. As discussed above, Schedule C penalties,
although shown as revenue earned on GPA’'s books, were never
considered by GPA in its budget forecast nor were the Schedule
C penalties ever earmarked for capital improvement projects or
other prejects. Collection of Schedule C revenues would have
been pure windfall. See, Affidavit of George Becher, attached
hereto as Exhibit B. 100% of penalty interest and 100% of
metered billings were collected for fiscal year 1%87. The only
year forgiveness for Schedule C penalties could have affectéd
was fiscal year 1986. As stated, fiscal year 1986 passed with
no rate increase. (Nor was a rate increase requested for
fiscal year 1987). The settlement agreement between the
Government and GPA did not affect power rates, thus prior
approval of the Commission was not required. The Board of

Directors acted legally and within their statutory authority.

[t 2, g ~ D ; T
F. Schoeds o _ _Ppnaltrios Here Tllegal And
vin
Py TR S ] N 1o e e 3 s 7 < -a 1,
The penalil s Lmposced pursuant to GPA tariif Scheduls
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C were ill=gal and unenforceable and the Commission is without
power to validate an illegal tariff schedule.

The penalty assesged to the Government pursuant to

Schedule c constituted arbitrary and unreasonable
discrimination. Schedule C was assessed only to Government
accounts. The penalty was compounded and at five percent per

month it amounted to 80% when computed on an annual basis.
Penalty was not charged on past due bills to household accounts
or business accounts. Even though the Government and other
customers of GPA are different classes of consumers, the great
disparity of penalty of B0% and 0, assessed to either class,
and the fact the penalty interest assessed to the Government

wis not compensatory - it was not tied to costs of services,

me kes the penalty charge disproportionate and discriminatory.

30073 L.ed. 330, 49 S5.Ct. 150 (1928). Ressi v. Garton, 88 NJ
Super 233, 211 A.2d 806 (1963).

A public utility may follow general business
practices such as offering discounts, penalties, or rebates to
promot2 its services, such practices must not involve an
arbitrary or unreasonable discrimination. The case of State ex
e, LALshaw._ v,  Mabsro o and Iic ! ‘xs, 105 Minn. 472, 117
NW.327 {1908) held the practice cof adding 2 penaltvy for neon-
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is exorbitant or unreasonable. In the Latshew case, the
censumer complained of the difference between a cash rate and a
credit rate. The credit rate was approximately twenty percent
(20%) higher than the cash rate. .The consumer refused to pay
for services on the ground that the penalty was excessive and
unreascnable. The Latshaw court found that the penalty was a
reasonable incident to the right_ to collect arrearages in
payment. In its discussion at Page 829, the court stated that
if a statute or regulation contravenes constitutional
provisions, its invalidity focllows. "It is elementary that a
municipal 1ight and water board must Jjustly exercise 1its
conferred powers in the making and enforcing of regulations so
as to promote the purpose of its creation in the place at which
it is to transact business, and to render the public and its
patrons a contemplated service for compensatory, but not
excessive rates, impartially determined, and so as not to
improperly discriminate between different persons or property,
or different classes of persons or property. The regulations
must on principal and in operation be reasonable and uniform”.
The Latshay court determined that the 20% penalty in guestion
was not excessive, was impartially determined (meaning it was
related to the cost of extending credit tc the non-paying

customer}, and it did not Iimpreperly discriminate between
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supra, the first consideration is whether a penalty in excess
of 50% is excessive. Excessiveness is a matter ot degree. A
£0% per annum penalty, being more than double the maximum
amount o0f interest .permitted under Guam laws in consumer
translations, is patently excessive. Second, it is clear that
the Schedule C penalty was not impartially determined. The 60%
penalty imposad by Schedule C bore no relationship <to the
expense caused by the delinguent customer, nor was it intended
tc be anything other than a severe penalty and an effort to
motivate the CGovernment to pay its bills. Further, it shovid
be kept in mind that the penalties accumulated not only on the

past due meter sales, Lkut also on the accrued but unpaic

penalties. It is apparent that the Schedule C penalty was
illegally discriminatory. It was excessive, not compensatory,
and was disproporticnate between classes of customers. The

Board exercised its sound discretion by not enforcing it. As

the Latshaw court concluded, if a regulation contravenes
constitutional ©provisions, its invalidity follows. GPA
concluded that Schedule C was illegal and unenforceable. The

same conclusicn wes reached by the office of the Attorney

General. See, the letter from Chief Deputy Attorpney General
Donald. F.illers, . attached hereto as Exhibit W. Further, the
Legislatv;e’? »o wotion ~f the allowable penalts from five
perront Car sonoh Lo ong peroent is a manifestation of The
Legis R s this matter

33




Schedule C penalty was illegal because it was
discriminatocry; it was also illegal because it was sexcessive
and unreasonable. The excessiveness of the penalty charge
pursuant to Schedule C is analogous to usury. The Restatement
of Contracts, Section 526 defines usury as receiving, securing
' or taking a greater sum or value for the loan or forbearance of
money, gocds or things and action and is allowed by law; the
exaction of a greater sum for the use of money than the highest
rate of interest éllowed by law. Usury is & term generally
used in conjunction with money lending. Although this is not
the case before the Commission, principals of usury are useful
to indicate the maximum rate of interest and/or penalty the law
would allow for the farbeafance of an existing indebtedness,
Schedule C was a penalty charged by GPA to the Government for
the Government’s use of credit extended by GPA. In this sense,
thé law of usury is instructive.

.Under Guam law, the maximum rate of interest which
can be charged in a consumer ttansaction is 24% per annum, 14
GCA, Chp. 3. Interest in excess of 24% per annum is usurious
and therefore illegal. 2As discussed above at Paragraph A, P.L.
18-48 is like a usury statute., Penalty or interest charged by
GPA in e#cess of 12% per annum woculd constitute a usurioua
charce and be jllegzl. .

~he amcunt uir inlerest charged to constitute uiury

from jurisdiction to Jurisdiction and may also rary
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depending upon the nature of the transaction. 1In view of the
maximum rate af interest rermitted sgainst CONBURSYT
transactions under Guam law and the maximum penalty charge
permitted by P.L. 18-4%8, it appears a penalty charge of 80% per
annum when compounded is unconscionable and unenforceable.
Traditionally, a bargain was said to be unconscionable if it
was “such as no man in his senses and nct under delusion would
make on the one hand,‘and as is honest and fair man would
accept on the other”. Sege, Restatement Contract 2d, §208.

As a’general rule, the remedy for a finding of usury
is to void any provision for pa/ment of interest. No interest,
even a non-usuriocus amount, cen be recovered. Any usurious
interest actually paid must be éredited to the principal which
is then automatically reduced.'€Some jurisdictions, however,
prohibit the ©party charging Ehe usurious interest from
recovering even the principal pert of the cbligation. By
Mississippi statute, when interest i, excess of 8% per annum is
stipulated for or received, all interect is forfeited; and if
interest at a greater rate than 20% per ar.num is stipulated for
or received, both principal and interest are forfeited. Sge,
Bell v. Tindle, 215 Miss. 343 60 S.2d 801 (1952).

The Board of Directors of GPA determine that the
Schedule C penaltiezs were unconscicnably high, analogous to

usury, and therefors illeagal. The Governmenc had taken the

GBB15694




same position and indicated to GPA it would challenge the
legality of the penalty interest. See, letter from Don
Paillette, Chief Deputy Attorney General, attached as Exhibit
Ww. The Commission does not have the authority to order
enforcement of an illegal regulation. The Board exercised
sound judgment by compromising penalty sums avoiding legal
challenge and the likely forfeiture of all penalty charges.
ITI. SUMMARY

The Board of Directrrs have at all times acted in
good faith within their statutory authority in absence of
Commission guidelines on how GPA should proceed in such
matters. The Department o©of Interior has approved the
settlement agreement. The Guam‘Legislature has approved the
funds for payment of the pronissory notes and thus by
implication approved the settlement agreement. To require GPA
to attempt to collect penalties which were compounded and
accumulated at the rate of 86% per a:num would result in
needless litigation which would be costlf and time consuming
without any positive results. While it méy be timely for the
Commission to promulgate rules and regulations for the
governance of future GPA actions of this nature, nothing is now

to be gained by goim: back and trving to undeo the actions of
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the reasons set forth herein, GPA respectfully requests the

Commission to dismiss the Complaint In this matter.

CARLSMITH, WICHMAMN, CASE, N N S S
MUKAI AND ICHIKI DONALD C. WILLIAMS
Attorneys for Defendant

Guam Power Authority
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HEFORE THE PURLIC UTILITIES COMMISSIOW

OF THE TERRITHRY OF GUAM *

PUBLIC UTILITIES COMMISSION ) CASE NO. 88-003 /
CF THE TERBITORY 0OF SLUAM } e v
Complainant, g o A ‘ﬁ?
- ‘,‘ — jc—\ ‘\v”.",
vS. ) COMPLAINT .;  RFIFHIH .
) =g DD
GUAM POWER AUTHORITY, ) = A
) \\/‘ G' ¥
Defendant. ) (%\ ,t; .
) e ST
\Qﬁ’ \ ‘g* A

COMES NOW, Complainant Public Utilities Commission of the
Territory of Guam (hereinafter called "the Commission") which,
pursuant to its Decision and Order, entered August 1, 1988 in
Totket No. 88-001, ﬁade an initial finding and determination that
a =ubstantial guestion exists as to the legality of the Defendant
Guaf Power Authority's (hereinafter called "GPA") forgiveness in
Marca, 1987 of $5,885,037.00 in penalties which it had assessed
against the Government of Guam (the "penalty forgiveness”)
pursuant to GPA Tariff, Schedule C. On its own motion, pursuant
to PUC Regulation §20003, the Commission commences by this
complaint »n investigation concerning the following circumstances
surrocunding he penalty forgiveness.

1. The Commission will specifically investigate whether
the forgiveness, without prior Commission approval, violated 12

GCA 8§12004 and §12015. The Commission will further investigate

£

L

whether the forgiveness violated any of GPA's covenants under the
second refinancing agreemaent dated December 3, 1984 bhetween GPA

PR EIRE N T v el Toe dwg by on e oo
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information and kelief that on or about March 31, 1887, pursuant




te an agreement betweer the Gowernor of Guan and FPA,  the
Government ayecuied ©wo proasiyscory notes atilached harels mevded
Exhibits A and B, ansd incorporated as part of this complaint,
which had the effsst of gpanceling 85,BB5,037.90 {n senalties
which had accrusd as of the date thereof pursuant to GFA Tariff,
Schedule C.

2. The Commission further alleges on information and
belief, that notwithstanding the fact that GPA's Schedule C has
never been amended pursuant to 12 GCA §12015, GPA has, on and
after the enactment of Public Law 18-48, considered §21(b) of
said law as amending Schedule C and thereafter has applied
Schedule C as if so amended. The Commission will investigate
whether this purporfed amendnent to Schedule C violates the terms
of the 1984 second refinancing agreament between GPA and the
Secretary of the Interior dated December 3, 1984.

3. The Commission will, as a result of its investigation
and deliberation of the evidence submitted pursuant thereto, make

such orders as it considers fair and just.

Dated this ‘STQEday of August, 1988.

PUBLIC UTILITIES COMMISSION
OF THE TERRITORY OF GUAM

AT/
By: T

JOSEPH T, DUENAY, Its Chairman
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I am an 2fficey of tha applicsat herein, and & gt
to make this verification on its behalf. The statements in the
foreqgeoing document are true of my own knowledge, ewcepnt az T Uhe

matters which are therein stated on information and belief, and

as to those matters I believe them to be true.

)T

JOSEPH T. DUENAS

1 declare under penalty of perjury that the foregoing is

true and correct.

Executed this < AL day of ﬁg?mt , 1988.

JOSEPH T. DUENAS, CHAIRMAN
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$2,204,315,00 Aoana, GCuam
March 31, 1987

FOR VALUE RECEIVED, the GOVERNMENT OF GUAM (the
"Goverment®) pramiges 20 pay to the order of the GUAN PIWER
AUTRORITY (the "Authoricty”), at the Authority's office in
hAgana, Guam, or &t such other place as the Authority may
designate, the principal sum of TWO MILLION TWO BUKDRED FOUR
THGUSAND THREE BUNDRED FIFTEEN AND NO/100 DOLLARS
($2,204,315.00) in lawful money, without interest, as
follows:

i, Zgual payments of SIXTEEN THOUSAND S1IX
BUNDRED SIXTY-SEVEN AND NO/100 DOLLARS ($16,667.00) per
month commencing on October 1, 1587, with a like paynment on
the first day of each month thereafter until September 1,
1988.

2. Bgual psyments of SEVENTY~FIVE TBECTUSAND AND
RO/."0 DOLLARS ($75,000.00) per month commencing on October
1, 1238, with 2 like ;Sayment on the first dav of each moenth
thereafter through Septetber 1, 1589.

3. Fqual payments of NINETY-TWO TECQUSAND
THERTY-S$I8 AND #0160 SULLARE {992,026 .00) per month oom-
seest me g Qakabrr 3, 1988, with & llke pavment on the first
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tipe all of the wnpaid deignce whall b2 due and paysidls in

full,

Trne coiization of the Govermment under the terms
hereof is subject to action by the Legislature of Guam to
appropriate the funds necessacy to satiefy the payment
schedules set forth herein,

It is understood that this Note constitutes
peyment of FY-87 penalties incurred by the Govermment for
non-payment of electrical power services provided by the
Authority and by acceptance of this Note as payment to the
Authority, the Goverrment will cease to incur penalties for
non-payment of past due power bills., Therefore, in the
event of a default, the unpaid obligations Lfnder the terms
hereof shall accrué interest at th; rate of é;welve percent
(12%) per annum until paid. |

In the event of the happening of ax& one oOr more
of the following events, any one of which shall constitute
an event of default to wits (a) failure of the Legislature
of Guam to appropriate szxfficiént sumsg to enablerthe:
Govermment to make the payments required under the tirms
hereof in a timely manner; {(b) the non-payment of any sums
payable hereunder when due; then this Note and all sums due
bereunder ghall become due and paysble in full upon thirty

(30) days written notice vy the Authority (o the Swermuanty
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atg GoveroRent Ane % ok 2ury dhe Sefolr within

said thirty (30) day period,

The Governnent agrees to pay all cost of oo
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tion and attorneys' fees incurred by the Authority in
enforcing this Note upon the occurrence of any event of
default, whether or not suit is brought and whether or not
final judguent 1s obtained.

The Goverrment hereby waives presentment for
paynent, demand, (except as specifically set forth herein)
notice of dishonor and protest of this Not.e and all other
notices in connection with the delivery, acceptance, per-
formance, default or enforcement of this Note,

None of the terms or provisions of this Note may
be waived, altered, modified or amended except as the
Authority may consent thereto in writing and.f.ailure of the
Authority to complain of any act or ocmission on the part of
the Govermment, no Batter how long the mame may continue,
shall not be deemed a waiver tw the Authority of any of its
rights hereunder, ¥o vaiver at any time, efpress or
implied, of any breach of any provision hereof shall be
deemed a waiver of & breach of any other provision hereof or
& consent 0 any subseguent breach of the same ¢r amy other
neoeirlan., Vo acooptame® of snv nertfa) paympent of the Note
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§f payment hereuwnfyr chell decome due and payshble
on any Saturday, Sunday or public holiday then the saywint
date thereof s~az)l =e =xztended to the next succeeding
business day.

GOVERNMENT OF GUAM

(s (e

oveznor of Guan
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$6,052.800,00 Agana, Guam
Merch 31, 1%87

FOR VALUE RECEIVED, the GOVERNMENT OF GUAM (the
*Govearmment®) promipes to pay to the order of the CUAM POWER
AUTEORITY {the "Authority"), at the Authority's office in
Agane, Guam, or at such other place as the Authority =msy
designate, the principal sum of SIX MILLION FIFTY-TWO
TBOUSAND EIGHT BUNDRED AND NO/100 DOLLARS ($6,052,800.00) in
lawful money, without interest, as follows: ’

1. Thé § um cf FOUR MILLION SIXTY-TWO THOUSAND
SEVEN BUNDRED NINETY-SEV:N AND NO/100 DOLLARS
($4'°62'797'°°) will be p:id in egual monthlzﬁ‘i:nstallnents

of THREE BUNDRED THIRTY~EIGET THOUSAND FIVE EHUNDRED
SIXTY-SIX AND 2;20/'100 DOLLRS ($338,566.00) each ~r::omz:zerwing
on May 1, 1987, with a like paynent on the first day of each
nonth thereafter until April 1, 1588, at which time &1l sums
due under this payment schedule -hall be due and payahle in
full, 4 |

2. The balance of CONE MILLION NINE HUNDRED
NINETY TEOUSAND THREE AND NO/100 DOLLARS {$1,950,003.00)
shall be paid as follovws:

b pa wlawl Lty frstalloento of SIFrRmY
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payment on the Tiged dey of sech morth tharesftazr through
September 1, 1588.

{b} In egual monthly installments of
FIFTY-EIGHT THOUSAND THREE BUNDRED THIRTY-THREE AND NO/100
DOLLARS (558,333.00) commencing on October 1, 1588, with s
like payment on the first day of each month thereafter
through September 1, 1989.

{c} In egual monthy installments of NINETY
TBOUSASD EIGHT BUNDRED THIRTY-POUR AND NOQ/100 DOLLARS
{$90,834.00) commencing on October 1, 1885, with a like
payment on the first day of each month thereafter through
September 1, 19%0, at which time all sums due under this
payment schedule shall be due and payable in full.

It is acknowledged that the Legisl_aéure of Guam
has appropriated the funds necessary to satisfy the payment
schedules set forth herein,

It is understood that this Note in part
constitutes payment of pensalties incurred through PY-86 by
the Govermment for nor-payment of .electrical power services
provided by the authority &nd by acceptance of this Note as
payment to the ARuthority, the Government will cease to incur
penalties for nen-payment of past cdue power bills,
Thavefers, iz the mrant of 2 fefault, the unpaid cm,iwtiom‘
wdsr e Larne hoveof @m gccrue interest at the rate of
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payable hereunder when due then this Note and all sums due
hereuncder shall become Aus and payable in full upon thirty
(30) days written notice by the Authority to the Government;
provided the Govermment does not cure the default within
said thirty (30) day period.

The Government agrees to pay all cost of collec-
tion and attorneys' fees incurred by the Authority in
enforcing this Note upon the occurrence of any event of
default, whether or not sui-t; is brought and whether or not
final judgment isbbtained.

The Government hereby waives presentment for
payment, demand, (except as specifically set forth herein)
notice of dishonor and protest pf this Note and all other
notices in connection with the delivery, acceptance, per-
formance, default or enforcement of this Note.

None of the terms or provisions of this Note may
re waived, altered, modified or amended except as the
Aﬁthority may consent thereto in writing and and failure of
the Authority to cocmplain of any act or omission on the part
of the Government, no matter how long the same may continue,
shall not be deemed 2 waiver by the Authority of any of its
riaghts haraysder., Ko @08 ER & 29y LiDe, 2XDRIofs 2y fee

S 2 oOF

i ef ames hyeamed af ame nrovision hereof shal! ke Asemed




a waiver of a breach of any other provision hereof or a
consent to any subseguent breach c¢f the same or any other
provision., No acceptance of any partial payment of the Note
shall constitute an accord or satisfaction but shall only be
deemed a part payment of the amount then due,

1f payment hereunder shall become due and payable
cn any Saturday, Sunday or public holiday then the payment
date thereof shall be extendsd to the next succeeding
business day.

GOVERNMENT OF GUAM

C/w]/s{k% @l

overnor of Guam

]
At

4
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BEFORE THE PUBLIC UTILITIES COMMISSIONL

OF THE TERRITORY OF GUAM O ) T W

PUBLIC UTILITIES COMMISSION
OF THE TERRITORY OF GUANM,

CASE NO. 88-003

Compiainant, AMSWER
VS.
GUAM POWER AUTHORITY,

' Dafendant.

T N Nl N el S W™ NI Nt Nt St

e

COMES ROW, the Defendant Guam Power Authority

(herelnafter rdierred to as "GPA") and in response to the
Complaint filed by the Public Utilities Commission in the above
entitled matter i%n August 5, 1988 hereby files its Answer
pursuant to PUC aé&ulation §20003 as follows:

b 4 In'%esponse to paragraph 1 of the Commission’s
Complaint, GP2 ad;?;s that on March 31, 1987, pursuant to an
agreement between tgé_Governor of Guam and GPA, the Government
executed two promissor{jnptes which are attached as Exhibits A
and B and incorporated as part of the Commission’s complaint
which compromised a diﬁputed penalty billing with the
Government of Guam which accrued pursuant to GPA Schedule C.
GPA denies all of the other allegations and averments contained
in paraglaph i of the Commission’s complaint.

| 2. 13 respopse to paragrapn 2 ot the Commisgion‘s

Complaint, GPA edniis Liat on or after the enactment of Publiic




Law 18-48, 1t considered §21{b; cf said law as amending
Schedule C and thereafter has applied Schedule C as amended by
Public Law 18-48. Defendant  denies all of the other
allegations set forth in paragraph 2 of the Commission’s
Complaint.

3. In response to paragraph 3 of the Commission’s
Complaint, Guam Power kuthority admits that the Commission has
the authority t¢ cConduct an investigation and make such orders
as it considers fair and just.

As an affirmative defense to the allegations set
forth in the Cormission’s complaint, GPA alleges as follows:

1. Trat the Legislature of Guam 1is the ultimate
authority over GP2 and the Commission and that by the enactment
of Public Law 18--8, which modified Schedule C, both GPA and
the Commission ar: reguired to comply with the legislative
mandate and amendment of Schedule C pursuant to 12 GCA §12015
is rendered moot,

2. That the determination‘as to whether Public Law
18-48 wiolates ¢he teows of the 1984 Second Refinancing
Agreement dated December 3, 1584 (Refinancing Agreement)
between GPA and the Secretary of the Department of Interior is

in the scle discretion of the Secretary of the Department of

Interior and the Uomumigsion does not have the authority or

Y s & P g - o e L B e iy o IR} T ane I S LT
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3. That GPA, in accepting the itwn promissory notes
which are attached to the Commission’'s complaint as Exhibits A
and B represented the sound exercise of the discretion of GPA
pursuant to its statutory authority in the compromise of a
disputed bill.

4. The Commission was aware of the action taken by
GPA and that the Commission 1s now barred from considering the
matter by the doctrine of estoppel.

5, The Commission was aware of the action taken by
GPA and that the Commission is now barred from considering the
matter by the docfrine of laches.

6. That on August 18, 1987, the Commission held a
hearing on the issues removal of Schedule C and as a result of
the Commission’s failure to issue a decision within 120 days,
the Commission is now barred from re-instituting proceedings on
the issues as set forth in the complaint.

o
DATED this __ﬂs‘\. day of September, 1988.

GUAM POWER AUTHORITY

[N

By: Muldbed0 CoamR Som s

DONATD C. WILLIAMS
Lecal Counsel
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RBLFORE THE PUBLIC UTILITIEE COMMISSION

OF THE TERRITORY OF GUAM

PUBLIC UTILITIES COMMISSION
OF THE TERRITORY OF GUAHM,

CASE NO. 88-003

Complainant AFFIDAVIT OF

SANDRA SINGLETON
vs.
GUAM POWER AUTHORITY,

Deiendant.

Nt Nt St e Nt N Nl sl i Nt S

I, SANDRA SINGLETON, being first duly sworn upon my
oath, depose and Say as follows:

1. That I am the Recording Secretary of the Board
of Directors of Guam Power Authority.

2. That Exhibits A-1 through A-54 represent exerts
of Board minutes, the originals which are in my possession aﬁd
control as Secretary of the Board of Directors.

3. That Exhibits A-1 through A-54 represent true
and correct copies of the minutes in my custody.

Furthaer, sillaont sayeth naught.

R I .
N VRN (e

SANDRA SINGLETON

SUBSCRIBED and S¥WORN O before me this I day o1

N e N c:\Jibh—wmjw— T

““1%%&"@5 WILL AN
MOTARY veuLIic
s sed for the Torvitnc- 4 e
fidy Commisstan Fxpires: OCT. 18, 1494

VSEAL(
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BOARD OF DIRECTORS' MEETING SEPTEMBER 3, 1980

He informed the Board that he had talked briefly sn one nccasion 0 Mr., Fraing
Solomon from the Intericr about the load problem and the josm extension,

Mr. Solomon will be arriving from Saipan September 4, 1930 at which time the debt
service coverage and loan extension will be discussed further. Hogan and Hartson
will be advised of our intention depending on the outcome of the meeting with

Mr. Solomon. Member Lee suggested that GPA carry the load for loan nagotiations
as much as possible.

Receivables

The General Manager informed the Ecard that GPA received $1.2 million from the
Navy on the debt settlement. He reported that a small sum remains due from Navy
but that agreements have to be reached on this area. He stated that he hopes for
a discussion on the settlement to resolve differences on a month-to-month basis.

Mr. Blaz reported that FLUAG owes GPA approximately $850,000 and GMH approximately
$344,000. On the PUAG, he reported that he had several talks with their officials
and as a result, expects to receive a payment of $100,000 within the week. He

had also communicated with Budget to see what can be done to get PUAG to make
payment. Also, PUC is in receipt of PUAG's request for rate increase but that is
still pending.

The General Manager reported that GMH is basically in the same situation as PUAG;.‘
however, GMH has had authorization to borrow, and that we are first in line for
payment.

Following discussion, the Board agreed that a Resolution was in order, and that
Management was therefore instructed to prepare the Resolution making known to the
Government of Guam the financial position of GPA. This Resolution will be pre-
sented at the next Board meeting for approval.

Load Dispatch Center

The General Manager informed the Board that the TRW Maintenanceman has arrived on
island. Equipment for the Load Dispatch Center should be in place by October.
Though the Center will be on schedule, not all substations will be tied in to the
Center due to construction work still going on. There was a brief discussion on
the Cost of Service Study. In this regard, Mr. Bob Duncan added that this may not
be ready by September 15, as there has been some delay.

- Commenting on the report made by the General Manager, Mr. Duncan, Navy Representative,
stated that Navy is fully paid based on documents submitted by GPA. The General
Manager responded that Navy must assume a debt service of 1.5 by GPA to be satisfied
with the payment alrzady miaz2. On another subject, Mr. Duncan commented on the
Excess Profit Tax aciinst ¢i companies; he stated that monies are available
nationally to custorars who cennot afford to pay their power bills. He pointed out
 that this has to be¢ cursusd 7 om the Power Company side. In this regird, the Board
Secretary suggested Loatl GrA cooroach the National Department of Energy to see if
funds are ava11ab1cl and D &iso communicate with the Congressional Office in

%ﬁ*x(:f’uuu‘ o ’.\)u\ e el

EXHIBIT A~




BOARD NF DIRECTORS' MEETING OCTOBER 8, 1380

Le Mon's Publications is charging an additional 3149.46 for time rzquired
to make the necessary layout changes.

Foliowing a lenghthy discussion, Member Lee recommended that the Authority
pay the amount of the original agreement. Board members agread and
instructed Managenent to make said payment.

The General Manager requested that the agenda be amended to include
Congressman Won Pat's letter to the General Manager dated September 30,
1980, and Priscilla F. Cruz's letter to Governor Calvo dated October 3,
1980.

Congressman Won Pat's Letter Dated 9/30/80 (Copy Attached)

The General Manager stated that he received Congressman Won Pat's letter
in response to his inquiry regarding availability of funds for low

income energy assistance for Guam residents. Following a review of his
letter, the Vice Chairman expressed concern because Guam is not scheduled
to receive any of these funds. He strongly urged that this matter be
pursued further and requested the General Manager to make inqueries and
find out why Guam has been excluded.

Priscilla F. Cruz's Letter Dated 10/3/80

The Chairman read Miss Cruz's letter addressed to Governor Calvo regarding
the completion of her term of appointment to the Guam Power Authority
Board of Directors. (Board infcormation only).

REPORTS

The General Manager reported that the Guam Memorial Hospital {(GMH)
outstanding power bill through September amounts to $448,000. He informed
the Board that he contacted the Administrator of the hospital in an

effort to make some arrangements for payment. He stated that the Adminis-
trator informed him that over $1 million is due GMM from the Department

of Public Health & Social Services in payment of Medicaid services. He
also informed the Board that the Administrator agreed to assign to GPA
that portion of the Medicaid payment needed to cover the full amount of
GMH's outstanding o~over bill,

The Genera} “inager s:.3ied that as a follow-up to this agreement, he
wrote the Adrinistrats for confirmation; however, the Admini trator

FRGUSTTES TNs Tomts Coma aeiaved pnti] discussed with the
Board of Direitors’ Flironce Jommitlee. Following a discussion on the
Fapaginiiire . © AD2 omembire meeting with the GMH Finance Jnmmittes
the Chairmen olated (hel be .ouid contact the Chairman of the Finance

Committee on :his maiter before the Board's next meeting.




BOARD OF DIRECTORS' MEETING OCTOBER 3, 1980

The General Manager reported that the money appropriated for the across-
the-board pay -increase will be available within the next 10 days,

The General Manager reported that the Public Utiiities Agency of Guam
(PUAG) outstanding power bill is close to 31 million. He stated that in
his communications with the Bureau, it indicated a sum in the Budget Act
was included for payment of the bill, however, it is only for $5060,000.
The balance will be provided by either a supplemental budget or a rate
increase.

The Vice Chairman expressed concern over the 24-hour burning streetlights
and the fact that many customers are not receiving their refunds. He
referred to the R. W. Beck study which set guidelines for GPA to follow.
He stated that low voltage is burning up refrigerators and other appli-
ances. He asked, "What way are we going to run this organization? How
many employees do we need to do the job? We need to know which way we
are going to go so the Authority can become financially stable. We

spend all this money on studies and the Authority isn't following the
guidelines set forth."

The General Manager enumerated recommendations followed as a result of
the R. W. Beck study. He informed the Board that recommendations for
the Generation Department have been implemented.

The Vice Chairman also expressed concern over the preventative mainten-
ance of transmission lines.

The General Manager stated that it takes a lot of money for a massive
overhaul of the system. He stated that he believes that the Authority
is doing its very best under the circumstances. He explained that some
of these conditions revert back to Typhoon Pamela when GPA's primary
concern was getting service back to the people.

The Director of QOperations informed the Board that they have completed a
very comprehensive preventative maintenance program for overhead iines,
substations, relays and underground. He reviewed the work presently
being done by his crews.

Member Lee stated that since he has been on the Board, he must have

heard the Vice Chairman bring up this subject matter a dozen times. He
has concerns that although the Authority spent substantial sums genarating
the Beck study, it does not appear that we are following their recommen-
gations. ~

Member Lee stated. "I would like the auestion resolved once ané for all,
4 TEBrE &0F ST men gf peirton 2 to whether the labor cost

ng s in disagreement with Maracement's thinking,
A rohk Manapamsnd o srdvacse *hat noericglas
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question and come bactk with & reporl to ine Dozrve with why Manzgement




BOARD OF DIRECTORS' MEETING GUTOBER 8, 1380

T

disagrees with the Beck study. Secondly, [ would like to know from 2
dollar standpoint if we were to adopt the Beck study, in essence see
what kind of a dollar improvement it would be on the Authority's budget,
what it would entail as far as cutback in service, productivity and
continuity of service.”

OLD BUSINESS

Resolutions

Resolution on collection of GMH account and resolution on collection of
the PUAG account,

The General Manager requested that both resolutions be tabled at this
time. Board members agreed.

Lease Agreement

The General Manager ir:ormed the Board that he renegotiated the lease
agreement for the COperations’ facility in Harmon. He stated that he

signed a lease for the rite of the previous contract ($3,500 a month)
and for a seven-month te'm. Termination cooincides with the lease on
the Authority's main offize in Agana.

Member Lee MOVED, SECONDEL BY THE VICE CHAIRMAN, THAT THE BOARD RATIFY
THE ACTION OF THE GENERAL MANAGER IN SIGNING THE LEASE FOR THE OPERATIONS'
FACILITY. There being nc objections, ‘the motion was unanimously passed.

£36 Million Loan Guarantee

The General Manager informec “he Board that all materials pertinent to
the loan extension agreement h.ve been forwarded to Hogan & Hartson.

The Controller stated that the i-terest rate will be determined under

the legislation of the Federal Fina: cing Bank Act. A discussion followed
on refinancing versus extension of :ne loan.

The General Manager informed the Board that travel to Washington may be
necessary to finalize documents pertaining to the loan extension. He
requested that the Board extend that approval now. Member Lee MOVED,
SECONDED BY THE VICE CHATRMAN, THAT THE BOARD AUTHORIZE TRAVEL TO
WASHINGTON FOR THE CHAIRMAN, THE GENERAL-MANAGER AND/OR THE CONTROLLER
TQ FINALIZE THE EXTENSION AGREEMENT, IF IT SHOULD BECOME NECESSARY.
There beinc no objections, the moticon was unanimously passed.

The Gererz! Mepnmager inivodyrceg ¥ ladie Mesa, My, Mesa complained
aboul Riy power DELY Yoo 5307, steting that during this period of time

I3 e W g Do, . - - em - i b g N A3 o PO
He owas o¥t-igisng, ni oo Counpeoupted, @nd he had CisCOonneciac 2l




BOARD OF DIRECTORS' MEETING NOVEMBER 5, 1980

REPORTS
Receivables

The General Manager reported that $500,000 has been received on the
Public Utility Agency of Guam's {PUAG’ s) outstanding account and another
$400,000 is expected during the week. He stated that these two amounts
are in payment of PUAG's outstanding account through August 31, 1980;
however, another $100,000 has accumulated since that time.

The General Manager also reported that he has been assured of a $300,000
payment this week on the 3450,000 outstanding Guam Memorial Hospital
(GMH) account. He stated that GMH is able to pay this amount because
the hospital received funds from the 1981 fiscal year budget which went
into effect on October 1, 1980.

The General Manager informed the Board that the Authority is proceeding

to reduce its outstanding account with GORCO by approximately $200,000
to $300,000 each week.

Typhoon Betty (October 31, 1980)

The General Manager reported that the typhoon caused-totat outages due
to line failures. Costs to GPA amounted to approxinately $75,000 for

materials, $70,000 for labor, plus cost for rental equ1pment and loss

of revenue,

The General Manager pointed out that GPA's biggest problem is the condition
of the power lines. He informed the Board that resource must be dedicated
for improvement of these lines. The entire distribution system is in need

of major work; however, priority is given to maintenance of GPA's sub-
stations.

The Manager of Operations briefed the Board on the updating of equipment
at substations and the on-going preventative maintenance program.

Following a brief discussion, Member Lee requested that the Bcard be
furnished a report on the cost of Typhoon Betty.

Member Lee suggested that a footnote be included in the financial statements
which would explain the increased operat1ng cost that GPA incurred due to

the typhson.




BOARD OF DIRECTORS' MEETING CECEMBER 17, 1980

sources would be prohibitive because of costs and therefore would not be
cost effective, He stated that OTEC would be the best alternate source

of energy for Guam and OTEC in Washington has mentioned Guam as a possible
site.

The Manager of Generation briefed the Board on progress of the QTEC plant
in Hawaii.

The Chairperson, Mr. Sgro, stated that it was his understanding that the
Board would be kept up-to-date on the progress of the OTEC plant in Hawaii.
The Manager of Generation informed the Board that he receives information
on its progress through Mr. Walter Pinckert who formerly was a consultant
to the GPA Board and who presently is on the steering committee for QTEC in
Washington,

The Assistant Secretary stated that the Board needs information as far as
the technology is concerned through Hawaii and other research sources. He
suggested that Management obtain a copy of the bill which granted Hawaii
the QTEC plant as this would give the Anthoraty cnd the Board information
as to what is involved..

The Controller reported that GPA's sales are continuing to deciine. Con-
sumption has dropped approximately 15 percent from'projected levels in the
12-month period ending November 1980 resulting in 1ost revenue amounting to
approximately $4 million,

. . v ’ | i |
fror—te—reasensdiy-geed. He also reported that GPA received $1.2 million
from PUAG and GMH combined; however, GMH still owec $262,000 and PUAG

owes $461,000. He stated that collections remain at 95 percent.

The Controller reported that there was a $2.00 per bariel of crude oil
increase effective November 1, 1980.

The Controller informed the Board that there has been a chénge in the
generating policy and technique that will reduce GPA's oil cott by 32 million
a year. This savings will be passed onto the customer. _

*w*  See Page 3 for addition to the minutes.
OLD BUSINESS

$36 M1111on Loan Extensicﬂ

The Controller stated that in August/September the Authority prepared for

the extensicon of ke $38 »f17%on loac and the Boerd adopted Resolution No., €4
on Wovember o, (9dd,  Oisgd ¢hat time there have been further meetings with
the Dep&rumer* ¥ i{he Vreaseury and the Department of the interior. The

sepe v il ui U Teelsury kas asserted its responsibilities Lo handie ceviain
matiars in accordance with the Federal Financing Bank Act. The most important




APPROVED _MARCH 4, 1931

GUAM POWER AUTHORITY
BOARD OF DIRECTORS' MEETING
FEBRUARY 11, 1981

The Board of Directors of the Guam Power Authority met on Wednesday,
February 11, 1981, in the conference room on the second floor of the
Authority’s main office in Agana and the Chairman called the meeting
to order at 3:05 P.M.

Members Present: John L. Kerr, Chairman
F. Q. Taitano, Treasurer/Secretary
John K. Lee, Assistant Secretary

Member Excused: Pete R, Sgro, Vice Chairman

Management: Frank G. Blaz, General Manager
- G. G. Becher, prtro]ler

Navy Representative: Robert L. Duncan, USN, PWC

vews Media: None |

APPROVAL OF MINUTES

Minutes of January 7, 1881 Meeting

The Assistant Secretary MDVED, SECONDED BY THE TREASURER/SECRETARY, THAT
THE MINUTES OF THE JANUARY 7, 1981 MEETING BE APPROVED AS WRITTEN. There
being no objections, the motion was unanimously passed.

REPORTS
GMH & PUAG Collections

The General Manager reported on the delinquent Guam Memorial Hospital (GMH)
and Public Utility Agency of Guam (PUAG) accounts and the collection probTem
encountered by the Authority. He stated that he met with officials at GMH
and PUAG-in efforts to resolve this delinguency condition.

Zapra TRt PUAR owes 3704,784 and GMH owes 33843185, He
tzst payvment was $150,000 on January 16, 1981 and prior
P e wie memadvad SO 000 which wag nart of 2 Jarpe avnrn.
priatinp TOr var3aus purposes. PUAG has not paid GPA from its own cperating
fund since September 1980 when it paid $88,000. Current billing for PUAG's




BOARD OF DIRECTORS' MEETINS FEBRUARY 11, 1981

electric power is approximately $200,000 a month. He stated that efforts
to collect from PUAG have been unsuccessful. The General Hanager stated
that in letter- dated January 26, 1981 PUAG outlined the agency's plan for
payment. The plan anticipates partia1 payment to GPA on monthly billings
beginning March 1981. The remaining balance is to be paid from subsidy
appropriations. The agency informed GPA that it will be submitting its
data to the Bureau of Budget & Management Research for submission to the
Legislature by mid-February. The General Manager requested the Board's
support to disconnect power to PUAG.

The General Manager also reported that GMH's last payment was made in
November 1S80 for %300,000 and its last regular payment was $45,091.35 in
June 1980. He stated that the hospital has not paid any amount since that
time. GPA was expecting payment with recent ralease of funds to the hos-
pital, however, no payment nas been received and no payment appears to be
forthcoming.

Member Lee stated, "I would like to find out how much income is coming in
and what are their priorities. GPA is going to go under because they don't
pay their bills."

Following a lengthy discussion, the Board supported the General Manager's
request to disconnect power to PUAG {f PUAG does not take 2any positive steps
to clear up the delinquency condition of its power bill. The Board also
empowered the General Manager to request direct subsidies for these two
delinguent accounts. _

The General Manager repcrted that the Authority is having more difficulty

collecting from GPA customers than ever before. He stated that dalinguencies

have increased by 6 percent. Along with this, disconnections are increasing.

The Controller furnished the Bocard for its review listings of delinquent
accounts.

A general discussion followed on the decline in sales, the reduction in
cash flow and the increase on interast on the $36 million loan.

Stone & Webster Cost of Service Study

The Navy Representative reported that the preliminary Cost of Service
Study is now rosdy.  (he Mavy has requested Stone & Webster to g1ve an
in depth rtvsew which is schsduled on February 25. =~ .=

Zoard memBery cepiviied fosgorm regarding the 8-month dé1§y iﬁ receiving
this study and roe wad TRt Stone & Webster supply GPA with a reasen for
this delav,




ot MR

what Mapagemsnt is grojeciing so the level of coverage and the lavel of
operatinmg cocsts remain fair o both the customer as well as GPA,

The Assistant Secretary asked, "What if this increase is not approved by
the Public Utilities Commission? Have you approached the Legislature?
Raise the gquestion 2bout 2 possible subsidy in the event the rate increase
is not approved.”

The Assistant Secretary stated that for the record it should be sajd that
some 0f GPA's financial problems are attributed to the fact that GPA has
been accommodating cther agencies of the Government of Guam in areas that
are very sensitive and needed for the welfare of the community. "I think

a lot of people fail to realize that a 23.8 percent increase is a financial
burden because of our attitude and treatment of other agencies, such as the
hospital and the PUAG.”

The General Manacer stated, "We have continually worked with these two
agencies toward collection, hbut also we are exercising some patience. The
hospital problem is pretty well resolved because they paid some $500,000
within the last two weeks. However, the PUAG continues to be a problem.”

The Assistant Secretary stated, "This is what concerns me, the Legisiature's
cautiousness to help the PUAG and this puts GPA in a posxtion that it doesn't
know where it stands."

The General Manager stated that it is a matter of record that the Legisla-
ture acted upon previgus appropriations for the PUAG,

The Chairman asked Management if it had given any consideration to adding
a penalty to GovGuam accounts that are in arrears.

The General Manager stated that there is a request for a modest penalty
charge in the structure of the rate, however, it is more to discourage late
payments than to collect the penalty. It is not a revenue generated measure.

The Chairman stated, "l think when bills are owed GPA by other agencies,
GPA should collect at Teast the same rate of interest that GPA pays GORCO."

Following a lengthy discussion, Board members agreed that Management should:

1. Include in the Rules & Requlations a provision for
adjustment of rates in the event consumption is in
excess of Management's projection.

2. “Include in ihe vele sivuctiure a provision for adding
interest on Govermuent of Guam accounts that are past
due and 2t ths came inter-ogt vate that GPA pays GORCO.

{ad

Xﬁt?%aﬂ Ipo o et STPUCTURS 3 Drﬁ¢,qion for $500,000

Bowpae Tur s I . minery

b\ ED 8Y THE TREASURER/SECRETARY, THAT THE
LHIMENT, BE APPROVED AS CORRECTED.

ek

The Assistant Secretary WOVED, S
RATE INCREASE, A5 SyGOLn7:l oy siaxd

“or
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electric power {s approximately $200,000 & month. He stated that efforts
to collect from PUAG have been unsuccessful. The General Manager stated
that in letter dated January 26, 1981 PUAG outlined the agency's plan for
payment. The plan anticipates partial payment to GPA om monthly billings
beginning March 1981. The remaining balance is to be paid from subsidy
appropriations. The agency informed GPA that it will be submitting its
data to the Bureau of Budget & Management Research for submission to the
Legislature by mid-February. The General Manager requested the Board's
support to disconnect power to PUAG.

The General Manager also reported that GMH's last payment was made in
November 1980 for $300,000 and its last regular payment was $45,091.35 in
June 1980, He stated that the hospital has not paid any amount since that
time. GPA was expecting payment with recent release of funds to the hos-
pital, however, no payment has been received and no payment appears to be
forthcoming,

Member Lee stated, "I would like to find out how much income is coming in
and what are their priorities. GPA is going to go under because they don't
pay their bills.”

Following a lengthy discussion, the Board supported the General Manager's
request to disconnect power to PUAG {f PUAG does not take any positive steps
to clear up the delinquency condition of its power bill. The Board also
empowered the General Manager to request direct subsidies for these two
delinquent accounts.

The General Manager reported that the Authority is having more difficulty

collecting from GPA customers than ever before. He stated that delinquencies
have increased by 6 percent. Along with this, disconnections are increasing.

The Controller furnished the Board for its review listings of delinguent
accounts.

A general discussion followed on the decline in sales, the reduction in
cash flow and the increase on interest on the $36 million loan.

Stone & Webster Cost of Service Study

The Mavy Representative reported that the preliminary Cost of Service
Study is nmow ready. The Navy has :2c:2sted Stone & Webster to give an
in depth review which is schec.led ¢r ebruary 25.

Bozrd mewbary sxpressed concret reczrd’ 0 the 8-month delay in receiving
thiz study and reguested Uhet lons & Wibsler supply GPA with & reasen fov

thiz delay.

o EXHRIT A
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The General Manager stated that the rate increase is necessary for the
Authority s survival. He stated that various factors attributed to

GPA's problems such as high interest rates, inflation and declining sales.
He stated that Management has implemented cost reduction measures but
they will not substitute for 2 rate increase. He called upon the
Controller to brief the Board on the proposed rates and the impact on

all customers.

The Vice Chairman suggested that prior to the review that the Controller
brief the Board on the basis of what the PUC did for GPA in 1975. He
stated that he would like to know if there was any trend set; that is,
if the PUC, itself, decided how the Authority should look at the rate
increase., He asked the Controller to explain how these increases came
about.

The Controller briefed the Board on the details of the proposed rate
increase presented to the PUC and the public hearing held in August

1979. He pointed out that at the hearing the Commission was very
interested on the impact on classes of customers, especially on residential
customers. He informed the Board that the Commission leaned heavily toward
a flat rate believing such a rate would shift a burden from residential to
large commercial customers.

The Controller informed the Board that the current proposal would rajse
electricity rates 24.8 percent. Increases for different categories of
users would range from 15 percent for large users to 29 percent for
residential users. He pointed out that the difference in GPA exists if
each class of customer pays for its proportioned cost of electricity

used by the class. Costs are greater to serve residential customers
because as a class they required greater plant (1ines, poles, etc.) in
proportion to their demands on the system. The Controller explained

that the present rates contained an imbalance from PUAG days and continued
in 1979 when an across-the-board increase was approved.

When guestioned about government accounts, the Controller stated, "The
GovGuam accounts as 3 group have caused the Authority more of a burden
than the large power customer. At one time the government owed GPA
$2.Y million."

Following z Yengthy discussion, the Board instructed Management to
develop rates based on:

1. “Fully distributed cost of ser/ice.

Tud

Acrpusethe-boxrd, flat percen zge incre. se.

3. tousiization faused by cast d sparity from
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Tne Vice Chairman stated, "If the Board decides to adopt one of the three
proposals by Mamsgament, then the proposal will be transmitted to the
Legislative Secretary at which time the clock starts running and the
Leg1slature has 45 days in which to consider the matter. If no action

is taken after 45 days, then the rates will be in place.’

Following the raview of the three options, the Chairman

suggested that the Board consider Option C because it was the only rate
schedule that contained a provision for increasing local government power
bills. He stated, "We have to take into account the collections of our
government. It would be a way of recovering some of the costs in doing
business that are not in the present rate structure and the cost of
delinquencies for GovGuam accounts.”

The Vice Chairman stated, “The Board would be in a better position fo
evaluate the three options if there had been more input from the public.”
[t was ncted that only six persons attended the public hearing on the
rate increase and of those six, five presented testimony.

Option C rates(a) would increase rates as follows:
Residential 21.0% Small Government 42.9%
General Service 22.8% Large Government 31.6%
Large Power 19.4% Public Streetiighting 88.0%
Private Streetlighting 45.0%
Private Average 21.2% Government Average 44.1%
GPA over-all 25.8%

Following a lengthy discussion, the Vice Chairman MOVED, SECONDED BY THE
TREASURER/SECRETARY, THAT THE BOARD ADOPT RATES CONTAINED IN QPTION C
(ATTACHED) TO BE EFFECTIVE WITH METERS READ ON AND AFTER MARCH 15, 1982.
The Chairman called for a vote. All members voted "AYE" in favor of

the motion. There being no objections, the motion was unanimously passed.

The Chairman directed the General Manager to forward the rate schedules,
as contained in Option C, to the Legislative Secretary this week and
noted that the effective date of March 15, 1982 would be after expiration
of the 45 days required under the Administrative Adjudication Law. He
also noted that GPA had otherwise adhered to the Adjudication Law in
adopting such rates.

AD‘QURNNFNT

The Vice Chaxrman MOVED THAT THE MEETING BE ADJOURNE) There being no
phisctinns. the meeting was 3djourned at 4:15 P.M.

(a} As on public display 10 days prior to the Janu¢ ~y 22, 1982 Publ-c
Hearing. Complete copies of OptionsA, B and C re filed in the
vital files of the Board of Directors.

vt o Seriiiies g ;



BOARD OF DIRECTQRS' SPeCIAL MEETING FEBRUARY 16, 1983

The Chairmen then called upon the Controller to cutline the proposed rate
increase, The Controller stated that the matter being consider by the
Board is one that had received considerable notice.

The following is a condensed history of GPA's efforts to obtain financial
relief and a rate increase:

May 29, 1981 GPA public hearing

June 3, 1881 Pates adopted by Board

June 11, 1981 tegislature passes Resolution No. 129 asking
PUC to delay action on GPA rates.

September 10, 1581 GPA withdraws application from PUC to

accommodate Legisltature action to consider
subsidy versus rates

December 2, 1921 PUC abolished (P.L. 16-49)

January 22, 1932 GPA holds public hearing {cafetorium) to
consider rate - Options A, B, C

January 27, 1982 Rate Option C adopted by Board

January 28, 1982 Proposed rates (Option C) filed with Legislative
Secretary under Adjudication Law

March 9, 1982 = Public hearing at Legislature

March 20, 1982 Legislature froze rates (P.L. 16-73)

December 12, 1982 (P.L. 16-119) GPA Board authorized to set rates,

with Governor's approval
This meeting is being hel4 under the Authority of P.L. 16-119.
Management submitted a set of proposed rates and service charges and
recommend the proposed rates be adopted. A copy of the proposal i attached
to these minutes.

The Controlier explained that the proposed rates would increase customer
classes as follows:

Residential 2..0% Small Government 44.9%
General Service 22.2% Large Government 31.6%
Large Power 19.4% Public Streetlighting 88.0%
Private Streetlighting 43.0%

Private Average 21.2% Government Average 44.1%

GPA OVERALL  25.8%

The Contrgiler informed the Scard that total revenues (including oil charges
at $32/barrel) to be generaied by the new rates would be 358 million based
on 430,664 200 XWX s3los, Jdowt from 440,000,000 KWH sales last year. Based
on 330,663 000 KU¥ sales, \\,% wcds would {ncrease an estimated $11,%07,000.
He pointed out that sskow zr2 trending downward. The Controller stated

that 17 e Inoreose gov. "““"'“f”* TooAprdl 1, 1983, totlal rawonue

for FY 1983 shoulsd 1ntre¢se cash flow by (3 mitlion.

=
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Minute
No.

Ref.

Minutas

Action

§51/83

$52/83

§53/83

Members Present: Jesus G. Camacho, Chairman
Juan M. Duenas, Vice Chairman
David J. Sablan, Secretary

C. Pauvlino, Treasurer

Gil Santos, Member

Management Present: J. P. Perez, General Manager

J. R. San Agustin, Dep. Gen. Mgr,
G. G. Becher, Controller

Counsel: John F. Tarantino, Esq.
Navy Representative: R. Dempsey, USN, PWC
Reports and a number of guests and observers were also present.

In this session, the last one held on the proposed rate increase, the
General Manager and Controller gave a genera) review of material and
statistical information previously discussed in subsequent sessions
of the Special Meeting. A

Following a discussion, the Secretary MOVED, SECONDED BY THE VICE
CHAIRMAN, THAT THE BOARD ADOPT RESOLUTION NO. 72.

RESQLVED, that the proposed electric rates, service rules and

conditions attached hereto and identified as "Exhibit A-August 30, 198

be adopted and placed into effect with meters read on and after
October 15, 1983 providing the Ad Hoc Committee as stipulated in

P.L. 17-10 concurs, or such earlier date as may be possible under the
¢ircumstances and provided further that this Soard retain final
jurisdiction of the first effective date should it be prior to
October 15, 1983, and such rates remain in effect until June 30, 1984
and that additional increased rates be effective with meters read on
and after July 1, 1984.

Passed and adcpted by the Board of the Guam Power Authority this
30th day of Auqust 1, 13983, by the following vote: -
Ayes : RnsﬂuenggTas cé E %};&%R
Davtd Sablan, Secretary
Cleotiide Paulino, Treasurer
Git Zsolol, “ember

Naves : Rors
ACJOURNMENT

There being no gurtz§ \usbn before the Board, the meeting was
3

adjourned at 4 ﬁﬁ P
Eywmr - 4,
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554 /81

$55/83

Delinquency of Government of Guam Accounts

The General Manager informed the Board that because of the delinquency
of several Government of Guam accounts, including Streetlights, and the
pending threat of a typhoon, he felt it urgent that the Board address
the Government of Guam's existing financial crisis and its inability

to meet payment of various accounts in arrears.

The General Manager informed the Board that on August 29, 1983
Management issued disconnection notices to those government facilities
whose accounts are delinquent. He stated that because payment had not
been received on several of the accounts, instructions were issued to
disconnect those. government accounts still delinqueni‘at 4:00 P.M. that
day. \

He informed the Board that he met in an emergency session with Fiscal
Policy Commiitee regarding the delinquent accounts and that he also
met with the Governor and Lt. Governor. The Lt. Governor requested a
48-hour extension so efforts could be made to obtain apvrova1 for
supplemental funds from the Legislature.

The General Manager stated that he granted the 48-hour uxtension with
the condition that if payments were not received by Friday, September 2
at 4:00 P.M. that action would be taken to commence discunnection. He
pointed out that if a typhoon still presented a threat to Guam, that an
additional extension would be granted. The General Manager suggested
that if the typhoon does not present any danger to Guam, the disconnect
notice be enforced at 4:00 P.M. on September 2, 1983, If the lvohoon
does present a danger, that he be granted to cormence disconnectwwn on
Wednesday, September 7, at 4:00 P.M

Following a discussion, the Vice Chairman MOVED, SECONDED BY -THE
TREASURER, THAT THE BOARD RATIFY AND APPROVE THE ACTION OF THE GENERAL
MANAGER IN GRANTING THE OELINQUENT GOVERNMENT OF GUAM ACCOUNTS AN
ADDITIONAL EXTENSICN OF TIME TO CURE SOME DELINQUENCIES. FURTHER, THAT
1E BOARD AUTHORIZE THE GENERAL MANAGER TO USE FULL DISCRETIONARY PCWER
I\ EXERCISING OPTIONS IF THE TYPHOON PROVES TO BE NO THREAT TO GUAM.
THE DELINQUEMT SOVERMMENT ACCOUNTS ARF. NOT FULLY PAID BY 4:00 P.M.
Oh FRIDAY, SEPTEMBER Z, 1983, DISCORMECTIONS BE ORDERED. IF THE

PENDIRG TYPﬁG@ﬁ DOLS PROVE TO BE A THREAT AND THE DELINQUENT ACCOUNTS

ARENGT PAID BY 4:30 T.W., FRIDAY, SEPTEMBER 2, 1983, (QISCOMNECTION

IF SAID /CCOUNTS HAY BL £XTENDED TO 4:00 P.M. NEDNESDAY SEPTEMBER 7.

I gt e VaanT




finutes of Meeting  Special
ald an September 1, 1983
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tMinute Ref. .
No. No. Minutes _Actien
$56/83 The Chairman called for a vote. All members voted "Aye“ in favor of JFT
the motion. There being no objections, the motion was unanimously
passed. The Chairman requested that a resolution covering this
matter be prepared for the 3ocard's signature. N
S57/83 ADJOURNMENT
There being no further business before the Board, the meeting was
adjourned at 10:40 A.M,
]
ATTEST: ‘( =
AN
DAVID J. SADUAN, {SECRETARY
A
PR R e - s %
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Ref.

Minutes

Action

27/83

28/83

29/83

30/83

31783

APPROVAL OF MINUTES OF AUGUST 20, 1983

Approval deferred unti)l next regular Board meeting.

REPORTS

General Manager

The General Manager reported that GPA commenced disconnection of
delinquent Government accounts. He informed the Board that the
streetlights from Cabras Island to Route 16 intersection were dis-
connected. He added that the Commissioner's office accounts were

paid in full on Sept. 8 and are now reconnected. The General Manager
stated that he met with the Fiscal Policy Committee and the 'egislature
has appropriated $482,000 for the delinguent streetlight accoant but
the Administration refuses to issue a check without an 1dent1'1ed
source of funding.

Legislature Briefing of August 29, 1383

The General Manager called upon Counsel to brief the Board on tlie
meeting. Counsel stated that board members were present throughuut
the briefing. As a management program, GPA division heads spole of
their responsibilities. He stated that the briefing was essentially
justification for the new rate structuyre. :

EPA Court Action

The General Manager stated that the U.S. Attorney filed a motion in
the U.S. District Court and declared GPA in contempt of the Delayed
Compliance Order relative to GPA complying with the Clean Air Act.
The Board discussed the option of burning low sulfur fuel versus
building a Seawater Scrubber and the financial impact it would have
on the Authority. He pointed out that the U.S. is now asking the
court order on GPA to immediately start burning low sulfur fuel or

|comuence the installation of the Seawater Scrubber.

‘The Gene:

i

' Ad_Hoc Cdmmittee Proposed Rates

cezeiled that the Governor appointed the Ad Hoc

,-;.‘m_ N i_.,":.. v
LOﬁﬂltgee m@s&@rﬁ xtsbﬁwnay and the meetings will commence next
PWeEsin.  In deceriimes withn 200 17-10 the commitiee will have 30
{days i~ which 7> mske its recommendations to the Governor.

RYUIDIT &2 s



nutes of Meering Special

fd am
e W

e

1

T ek e aw
sRoteTneYy U, 4

2

Ainute
No,

Minytes

™
0

O

$53/83

$59/83
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Counsel Lrisfed the Zoard on the hearing held on September 8, 1383

on the temgorary restrsining order 3gainst GPA., The order was issued
to stop GPA from continuing the disconnection of streetlights in the
various villages and ordered GPA to reconnect those streetlights
already disconnected.

He reported *that Messrs. Albert Lamorena and francisco Sentos, both
senators of *the Seventesnth Guam Legislature, were suing as residents
cf Guam.

Counsel stated that on behalf of GPA he offered a compromise; i.e.,
if the Judge would not issue an order against GPA, that GPA would
veluntarily ciscontinue the disconnections if the Judge issued an
order to the Goverror of Guam to pay the delinquent bills.

Counsel requested that the Board ratify and approve the action he

took at that hearing. Following 2 brief discussion, it was MOVED
AND SECONDED THAT THE BOARD RATIFY THE ACTION TAKEN BY COUNSEL AT

THE HEARING HELD ON SEPTEMBER 8, 1983, There being no objections,
the motion was uanimously passed.

Counsel reported that the hearing continues today and that he has
been in consultation with the Attorney General's Office. He stated
that they intend toc impose the temporary restraining order, ordering
the Governor to nav the bill.

Counsel was excused.

The Deputy General iManager explained that the emergency meeting was
cailed tc apprise the Board on this matter. Notwithstanding
Resolution Ho. 73 {copy attached} the Authority has woluntarily agreed
not to disconnect under the restraining order is resolved.

ADJOURNMENT

There being oo » husiness before the Board, the Special Meel:®: :

adjourned st15: 30

AT
BYTEST

3 -

OAVID 4.




The Guam Power Autharirty =meiatains its disconnection policy
for the {olluwing reasons:

1. Morivate delingquent customer to
pay bill. i

2. Preclude incurring any further
losses through continued non-payment.

It should be noted that such a policy is not without its
costs, especially where it is determined that a customer will
eventually pay. This cost is in loss of revenue to GPA for
the duration of the disconnection period.

Such a circumstance is nowv before the GPA Board of Directors.
The Government of Guam has announced that it is in a
financial crisis and unable to pay its power bill, among
others. The Board of Directors ordered disconnection of
those Government of Guam facilities that were in arrears in
order to prompt payment of delinquent power bills. As a
result of che_;esuiting disconnections the Government of Guan
made several pavments which resulted in reconnections of
those facilitieé that were made current,., However, the
streetlight power bill was not payed up and is still in
arrears and as a result the disconnection policy was
continued untiihiéﬁﬁrené.and Séntos brought suit against the
Governor of Guam.and.GPA:{o stop the disconnection cof

4 i '\ P = -
reconrnzc: those that had been already

stréetlights and tel

I
2
h

disconnected at tha!time o. the bringing of the suir. At tr:

hearing belore Judgs &bbatte on the issue of whether a

>
-

(17}

mporary restrain’hg order shouid issue to resolve this

matter it was #=ite) ,ined that vnon representations of the

senaters that mone.' had been appropriated and that an order

M e — R—




to the Governor to use this money to pay the delinguent

(44

account would resolve the issue the Guam Power Autherity,
anticipating payment from these appropriations agreed
voluntarily to not disconnect any more streetlights pending
receipt of the money from the Governor or the conduct of a
preliminary hearing in which all parties had an opportunity
to discuss the issues and arrive at a solution. Subsequent
to the issuance of the order by Judge Abbate, GPA learned
that although there had been appropriations made for payment
of the streetlight bill, the Governor could not pay GP&A
because there was no funding indentified for the
appropriation. There appear to be issues that will have to
be resolved between the executive and the legislature before
payment can be made., GPA does not purport to know what those
issues are and does not intend to address them other than to
indicate that it expects payment of the delinguent streetlight
bill as soon as these issues are resolved.

Because GPA's disconnection policy will not further the end
to be acbieved by its use; that is prompt payment of the
delingquent account, and because GPA is incurring the losses of
revenues from those streetlights that have already been
disconnected it is time for tre Board of Directors to
reconsider its existing orde: "o its General Manager, Mr.
Perez and order him to ~‘econnec - those streetlights that were

dizconnected due 1o del aguency on the part of the Government




Additional

Worke who is

to be sent

i

¥,

the

ierter of novtice f£o the Directnr of Pubiic
the contracting authority for this account, is
following statements:
1. That GPA intends to reconnect those

streetlights that were disconnected
due to delinquency.

[

. That such reconnection will begin
0700 Monday, 19 Sept. 1983, unless
GPA receives a routine disconnection
of power request from the Director of
Public Works prier to G700 Monday the
19th of Sept. 1983.

3. That GPA will only reconnect those
streetlights which were legally
contracted for by the Director of
Public Works. Those which have been
determined to have been illegally
installed; specifically those installed
without authority, will not be
reconnected,

4, That legal action for the recovery of
sums owed to GPA is contemplated by
the Board of Directors as an alternate
method of recovery.




BOARD OF DIRECTORS
RESOLUTION NO. 73

WHEREAS, on August 29, 1983, the Management of the Guan
Power Authority, pursuant to the Authority's Service Rules and
Regulations and the requirements of the Bond Indentures, issued
disconnection notices to various facilities of the Government of
Guam for delinquent accounts attached hereto as Attachment I; and.

WHEREAS, on August 31, 1983, the Genersl Manager, because
he had not received payment on several of those accounts, issued
instructions to the Disconnection Crew té disconnect electric
service to those saiad delinquentfcove:nnant aceounts, commencing at
4:00 P.M. that day: and,

WHEREAS, the General Manager met in an emergency session
with fiscal officere of the Government of Guam to assess said
officials with the decision of the General Manager, and to ascertain
if there were any last minute remedies that can cure the
delingquencies of those noted Government of Guam accounts; and.

WHERPAS, as a result of sald emergency session during which
time the fiscal officers noted that while monies may be available to
pay for the delinguent power bills, Government of Guam had already
:each&é its aughorized budget limitationm amd that to disburs:
additional funds could result in legal action againgt said ¢ scal
sfficers. the Gernersil ¥Manzgser was cequasted to grant an addl "ional
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WHEREAS, the General Manager, using his discr=tionary
powers, did accede ts said request for & 48-nour extsnzion, but
subject to ratification of his decision by the Bocard of Directors:
and,

WHEREAS, this matter now comes before the Board for
Evaluaticn and actionr; and,

WHEREAS, it has been additionally brought to the attention
of the Board that a tropical storm is brewing in the area which
could possibly develop into a major typhoon and a real threat to the
island:

NOW, THEREPORE, BE IT RESOLVED BY TﬁB BOARD OF DIRECTORS OF
THE GUAM POWER AUTHORITY: :

1. That the Board hezes; ratifies and Spproves the action
of the General ilanager in granting the delinquentlcovernment of Guan
accounts an additional extenfion of time to cure égid delinquencies;

2. That the Board hereby authorizes the Qeneral Hanagér to
use full discretionary power in exercising the optigns herein
described, namely:

(A) That if the pending typhoon does prove to He of no

threat to ths islaﬁd. and if the delinquent Government
accounts are not fully paid by 4:00 P.M. on Fiiday,

September 2, 1983, disconnections of said accounts will

he ordered: ot




(B) That if the pending typhoon does prove to be of razl
threat to Lhe island, ang if the dslinquent accounts
are not paid by 4:00 P.M. on Friday, September 2, 1983,
disconnection of said accounts may be extended to 4:00
P.M. Wednesdy, September 7, 1983.
THIS RESOLUTION was unanimously adopted by the Board
members whose signatures appear below during an emergency special

segssion of this Board., held thig 1lst day of September, 1983.

43?’//??ﬁ?
JESUS G. CAMAC .| Chairman OHN M. DUENAS, Jice Chairman
L/ '.‘
f Y ’\/\/ . ) . s Z’_/a

DAVID J. SABLAN Secretary CLOTILDE C. PAULINO, Treasurer
T \ :
/
/
9}5 M. SANTOS, Member

.3
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S63/83

S64/83

S65/83

S66/83

STREETLIGHT ISSUE

The General Manager informed the Board that in District Court this
morning Judge Cristobal Duenas disallowed the Writ of Prohibition
which was requested by the Attorney General and mandated the case
that was before Judge Raker back to the Superior Court to determine
if an injunction should be issued against the Governor of Guam.

He stated that after consultation with Counsel, Management felt it
necessary to call an emergency meeting to discuss the moratorium that
GPA placed on the disconnection of public streetlights. According

to the moratorium GPA would stop disconnection until Friday,
September 16, and continue with the disconnection on Monday,
September 19. Because of the existing situation, Management felt

it was necessary the situation be aniressed immediately. He informed
the Board that Counsel and Management discussed the disconnection
policy and a position paper was writt:n. The General Manager read
the position paper (copy attached).

Following Counsel's briefing on the imﬁ]ications of the position

paper and the recommendations containec: therein, the Secretary MOVED,

SECONDED BY THE VICE CHAIRMAN, THAT THE: BOARD RECIND ITS ORDER TO
CONTINUE DISCONNECTION AND RECONNECT TPpSE STREETLIGHTS THAT HAVE
BEEN DISCONNECTED BEGINNING 0700 MONDAY:, SEPTEMBER 19, 1983. The
Chairman called for a vote. All members voted "Aye" in favor of the
motion. The motion was unanimously passad.

The Secretary MOVED, SECONDED BY THE VICE (-AIRMAN, THAT A LETTER BE

TRANSMITTED FROM THE AUTHORITY TO THE DIRECTCR OF PUBLIC WORKS WHICH
WILL INCLUDE THE FOLLOWING STATEMENTS:

1. That GPA intends to reconnect those stréetTights
that were disconnected due to delinquency.

2. That such reconnection will begin 0700 Monday,
September 19, 1983, unless GPA receives a routine

- disconnectlon of power request from the Director of
Public Works prior to 0700 Monday, the 19th of
September 1983 .

3. That GPA will only reconnec*® those streetlights
which were legally contracted for by the Director
of Publie Woeks., Those which have been deteormined
to have been illegally installed; specifically those
installed without authority, will not be reconnected.

4. That legal action for the recovery of sums owed to
GFY Y3 contemplated by the Board of Directors as an
alisraate methoed of recovery.
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The Chairman called for a vote. A1l members voted "Aye" in favor of
the motion. There being no objections, the motion was unanimously
passed.

$67/83 The Secretary MOVED, SECONDED BY THE VICE CHAIRMAN, THAT COUNSEL
TAKE NECESSARY ACTION IN THE COLLECTION OF SUMS OWED FOR DELINQUENT
GOVERNMENT OF GUAM ACCOUNTS. The Chairman called for a vote. All
members voted "Aye" in favor of the motion. There being no objections.
the motion was unanimously passed.

$68/83 ADJOURNMENT

There being no further business beforz .he Board, the meeting was
adjourned at 3:45 P.M. ;

Attesti

David J. SabTdn, Secretary

term s
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37/83 APPROVAL OF MINUTES
The minutes were corrected as foilows:
July 8, 1983---Page 3, S52/83, line 6, the word "retail” should be
“retain", .
Page 13, 552/83, the Resolution No. 72 should reflect
the Chairman 's vote which was "Aye".
Aug. 20, 1983--Admirai's name should be spelled "Zobel",
Sept. 7, 1983--The minutes’ sequence number should begin with 27/83.
The Secretary MOVED, SECONDED BY THE VICE CHAIRMAN, THAT THE MINUTES
OF THE JULY 8, AUGUST 20 AND SEPTEMBER 7 !'INUTES BE APPROVED AS
CORRECTED. There being no objections, the minutes were unanimousiy
approved as corrected. '
REPQORTS
38/83 The General Hanager briefed the Board on thefprob]ems GPA is
encountering in the reconnection of streetlijhts. He informed the
Board that GPA crews disconnected a total of’/1,778 streetlights after
GovGuam failed to pay the July streetlight pawer bill. He told the
Board that the Director of Public Works plans to cut the total number
of streetlights to 1,200 which will hurt GPA finances. The total
number of streetlights on Guam could exceed 7,000 or roughly 2,000
more than the number authorized.
39/83 Status on GovGuam Accounts
The General Manager reported that the GovGuam accounts are in arrears
approximately $683,000, including the streetlight arrears. He
enumerated on the agencies tagged for disconnection.
40/823 EPA - No Report.
41/83 Ad Hoc Committee Meeting

The General Manager reported that the Ad Hoc Committee held its
second meeting last night. Material coverad at that meeting will be
distributed to the Board.
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1/84

2/84

3/84

2784

5/84
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APPROVAL OF MINUTES

Minutes of Sept. 1, 1983 Meeting

The Secretary renquested that the minutes be corrected to reflect that
he was not present at the meeting Because of this, approval was
deferred pending Counsel's opinion on the legality of the meeting

and the vote on the resolution.

Minutes of Sept. 9 & Sept. 15 Meeting

REPORTS

The Secretary MOVED, SECONDED BY THE VICE CHAIRMAN, THAT THE MINUTES
OF THE SEPTEMBER S AND SEPTEMBER 15 MEETINGS BE APPROVED AS WRITTEN.
There being no objections, the minutes were unanimously approved.

Touche Ross Rate Audit

The Acting General Manager informed the Board that the 17th Guam
Legislature has contracted Touche Ross and Co. to perform a rate
audit of GPA. The $60,000 rate audit, which will commence October §,
1983, will require 4 to 6 weeks to complete. He briefed the Board on
conferences held and matters discussed. Following a discussion, the
Secretary commented, "I feel that it is a waste of money, money of
the people of Guam." '

Update on the Ad Hoc Committee

The Acting General Manager reported that GPA concluded its presenta-
tion to the Ad Hoc Committee on September 29. He stated that the
Committee will hold 2 meeting on October 4 at which time the Committee
Chairman requested GPA's Counsel be present along with a GPA official.
He also reported that the Committee plans to hold a pub11c hearing on
Thursday, October 6, to solicit public testimony. R

Status on Government Accounts

The Acting Gener:® Vanager reported that 14 delinguent Government of
Guam accounts %avye baen tagged for disconnection. If payments are
not received witkin 35 nours, discunneciions will take place on
Wednesday, October 4. The outstanding amount due is $442,000.

[l e
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12784 102/84 The General #anager requested that on the second
paragraph after the word “GPA", "enabling legislation® be
inserted.

103/84 The Vice Chairman requested that on the fourth paragraph,

" | the sixth line, the word "Agoun" be corrected to *“Aguon."
The General Manager inquired Navy Representive as to the
status of DPW contacting PWC about the relocating of
trangsnission lines. Navy Representative responded that
they have still not been contacted as of today. The
General Manager then responded that he will set up a
meeting to have PWC and DOI meet. He also informed the
Board that Representatives of the Budget Office of the
Interior Department are here for the Tumon project.

The Navy Representative requested that on page 4, second
paragraph, the fifth line, the word "low-flow" should be
corrected to read "load-flow."

105/84 The General Manager requested that on the second 1line,
the wotrds “on-the-board" should be corrected to read
"across-the-board”", and the Chairman requested that on
the fifth 1line, the word *the" should be changed to
"them.*"

108/84 The General Manager requested that the words “"line
extension” be <changed to "Pole Hardening®, and the
Secretary requested that the words "Agana Substation to
Tamuning Sudbstation be inserted after the word
"Hardening."

13/8¢ Ti;e Secreatary made a motion to approve the minutes of
April 3, 1984 subject to correction and the Vice Chairman
secondad the motion.
REPORTS B
Digconnection of GovGuam Agencies

14/84 The Gepersl Mensgey reported that GovGuam Agencies will

be disconnesctsed tomorrow April 18, 1984. They are:
Deparrnent of Rdmnlinistration, Department of Agriculture,
Pudilic Kealiivh, Deperinment of Public Safety., Governor's
Offéce, Depsrimsnt oi Parks & Recreation, Administration
PUAG., Vocatlional Rehadilitetlion, Department eof Youth
Af€aireg, Ssmioy Oigirzens, Civii Service, Public Marget,

Sd

md-u,.
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Health Planning, <Cosntractors License Board, Netional !

Guard, and 18 Commidsioners Office. The total amount
owed by the line depacrtments, current and arrears is
£905,873.00. He informed the Board that he will be
neeting with the Fiscal Policy Committee tomorrow. The
agencies were tagged last week, and he informed thewm at
a Cabinet meeting held 1last night, and as of this
evening, the agencies are scheduled for disconnection

tomorrow at 1:30 p.n. .

" Another concern by Management is that current bills have

not been paid, 2nd new billings are 30% over the last
billing. The total debt of the entire Government of
Guam to GPA is $1.4 million inclusive of the
Commissioners Council and the autonomous agencies.

The Chairman inquired as to the status -of the collection
for the new billings. The Controller responded that
collections have been less than $50,000 a day and
collection should ba $300,000 a day.

The Secretary instructed Management to inform the Fiscal
Policy Committee that disconnection will go through

‘unlegs some form of payment is received.

Section 30 Funds

The General Manager informed the Board that next veek
Secretary Montoya will bde on island. congressman Won.

Pat's office annoumced that there will be an Omnibus
Bill this vysar. Legislation 1is being prepared for
refinancing of the Federal Financing Bank. The
Secretary will be working with GPA to prepare the

language: for insertion in the Omnibus Bill, and he also |~

agked that GPA testify on the Bill if it includes the
refinancing of the FPB loan.

Use of GPA egquipment

The™ Gené:ral Manager reported that he hag been asked by

the White House for usage of bucket trucks and high

rangerg for the President's visit. ABC, NBC, CBS will
be using tHe czucks o be taking TV shots when the -

President azrives.

The Secretazy imstructed Management to see whether the

usage of the trucks are really necessary and if they are
willing to rent _out . the trucks for $135 an hour.

—ranes
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121/84] 119/84 [The Deputy General Manager requested that the words
"gent to them" be deleted, and the words "received fronm
Joint Venturs" be inserted, the third line the word "on"
be deleated.

118/84 | The Deputy General Manager informed the Board that under
the 1instructions by the Board, the 1letter to the
Financial Consultant was sent out by Courier on April
24, 1984.

122784 There being no further comment on the minutes, the
minutes of April 17, 1984 was approved subject to
correction and was s0 approved.

REPORTS
Field Accidents
123/¢4 The Deputy General Manager reported to the Board that on
, Saturday (4/28/84) in Merizo, there were two teenagers
who accidentally touched 1live wires with bamboo poles
and were treated and released at FHP. Another accident
occured on Monday (4/30/84) next to Guam Cable TV a
connector broke 1loose and fell on a truck and was
totally burned. This morning (5/1/84) a car ran over a
guy wire up in Agana Heights and knocked down the pole.
GovGuam Delinguyent Accounts
124/84 |The Deputy General Manager reminded the Board that they
‘|instructed the General Manager to address the problem of
.{the GovGuam Delinquent Accounts. He had met on April
18, 1984 with the General Manager, the Piscal Policy
Committee {Dir. BBMR, Dir. Revenue & Tax, Dir.
Administration) regarding the delingqunt accounts. An
agreement was made between the group that the GovGuan
Accounts would pay the arrears portion on that day, and
the balance of the account to be paid in full by the end
of the following week (April 27, 1984).
The total gerescs upoh the agreement was $237,179.73.
Thae +*are? asrprgese 2=m oaf !&ng“!’% 1R, 10RA wae ®AQA 0NN
That same day & payment was made of $299,809.37, and on
April 30, a payment was made of $4,505.91. The balance
for the zrresgs now totals %$179,685.00. Current charges
of $641,1%3 had noct been paid upon the agreement. As of
to data, Goednan Line Departments owes GPA
T, 020,038 .68, PTurgwant o the rate schedule "C" there

vrf EYER T o RN R bl ol sl Bl o bl LM 04 il An‘*‘wnﬂmﬂm e
44 ke «,.‘\:‘ LR A I SN PRARN R ISR N
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125/84

The Deputy General Manager reminded Mr. Steve Torres of
the agreement between GPA and GovGuam and also reminded
him of the Board instruction to negotiate and if they do
not comply then GPA disconnects them. Mr. Torres then
informed him that GPA owes GovGuam in terms of Section
30 funds withheld.

The Deputy General Manhager suggested that a letter be
written informing them that 1f nothing is agreeable or
acceptable rto GPA disconnection be made. Several months
ago, he reminded Mr. Torres that repayment of the
Section 30 funde begin in the Fiscal Year of '8S when
the money starts coming in. Mr. Torres mentioned that
he might have to seek legal help from the Attorney
General if disconnection will occur.

Pollowing a 1lengthy discussion, the Board 1instructed
Management to hold off disconnection until Mr. Torres
returns the Deputy General Manager's call. The
Secretary suggested that the disconnection notices be
sent out and a list be made of the agencies who will be
disconnected first.

Peat, Marwick & Mitchel]l Report/GPA Annual Report 1983

t the
ed. He
d be ready
given to the

The Deputy General Manager informed the Board t
audit report and the annual report was comp
explained to the Board that the report sho
for printing this week. A final draft wa
Board for final review.

Tie Navy Representative explained that on page 1S the
gifth paragraph and ending pgge 16 on the second
piragraph indicates that Na:§/{§gnot working with GPA,
and suggested that the saction be deleted and not be
made public. The Deputy neral Manager responded that

this report is just a opinion of Management. Navy
Representative requested that the material be deleted.

Navy's Represenatiﬁg/ explained that it is just an
opinien neos smpga/&ad by any facts and is very negative
toward Wewy. YW Teputy General Manager responded that
Manaqeuemt’gﬂx? vagezt to the Board its opinion of how

? & derue
T e e vuﬂ\tiri'x

v!!")\"f\n

The Sgg{:taty recommended that the Power Pool report be
objsceive Hrr wmof Yo delete it totally. The Secretary
then stated that & couple of Board meetings ago, he

Ougst&oﬁﬁd @evv'@ Rapresentative as to the progress of
sk W Ager Taas o gad May e RBeprecentetive respondad

s -—
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131/84
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He went on to read the draft of his Washington Trié
Report.(attached) He also mentioned that the gubjec

matter ¢f the Power Poel Agreement was not brought up b

anyona from Guam, and that the sublect wag brought up by
Senator McClure during guestions ©posed to Agsistan

Secretary Montoya and his staff.

application of the permanent exemption to the Clean Al
Act was hainded to the Bgard, and the General Manage
then read the letter. Hearingas would have to be hel
and 23 soon preceduregs have been finalized and approve
by the Administrator of BPA, GPA should submit a
application with a letter of submission and concurrenc
from the Governor and the Guam EPA Administrator. Th
draft will be reviewed by the Board anid =~hen will b
forwarded to the Governor.

Other matters dizcuseed in Washington., a draft of th§

The Generrl Manager reported that he spoke w th the Banz
of America and was g¢given a positive reaction on th
Trustee's part and they have agreed to initia-e talks of
the withdrawl on the claim filed with th® Attocney
General and the final withdrawal of technicsl default,
once the Omnibus Bill is signed. The Tristee alsd
received copies of the €inal Audit Report.

GovGuawm Delinguent Agcgunts

The General HManager informed the Board thet tha
Assistant Secratary will attack Sectiom 20 funds again
in Juna. He¢ was a2eked if GPA would be able to make T™h
2.6 =millien gpoyment in June 30, and the General Manace

responded with the answer no. Some payment could b
made but not the $2.6 million. The total (P
indebtednase te GovwGuam is $4.7 wmillion. A repaymen
echedule has been devised and payment of $§250,000

month had been agreed upon, and if agreed upon by thj
Governor and the Boagd, the $250,000 will be paid ¢t

RevwTax  toward totiring the GovGuam debt teo th

“etirement Fund. :

)
Mnother prodlem the Ceneral Manager informoed the Board
is on the wezeztlights. Paymente have not been recelved
ERE Briive Yhih Na¥e to be given to the Legisieinid Ui

1
the  mIvsc. ¥y &ls0 wmentioned the courts will hav
rometting to say if the power was to be disconnected a
The 2o800le 808 the Department of Public Safety. Hu

will meet with the Fiscal Policy Committee tomorrow an
Euciney Jlzawesiow will ksld. ;

A
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142784

143/84

Acrtion

GPA obligation of $4.7M to General Fund

The Deputy Generzl! Manager reported that Management has
been working with the Fisgcal Policy to work out a
compromise to pay back the General Fund. He reported
that GPA would pay back the Government through a plan
whereby GPA would assupe $4.7 nmillion of the GovGuan
liability to the Retirement ®und. Discussion hasgs been
made with the Controller, Chairman of the Fiscal Policy

| Committee.

He 2180 reported that once the note has been
acknowledged the $4.7 million i8 cleared of GPA and that
makes the Government of Guam bound to pay their power
bills. Before thinge are finalized the note would have

'tg>bo approved by GPA Board and the Retirement Board.

AD. QURNMENT

Thete being no further business before the Board, the
meeting was adjourned at 6:45 PM into Executive Session.

&212;13 i Q
i \
AL

David J. Sablan. Secretary

1
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f:ﬁ'k ),



—

“jputes of Meering:
Held on: June 26, 1884

Page: 4
Minute | Ref. . Minutes Actis
No. No.

Attorney Arriola briefly commented that he would prefer
to meet with Management in connection with the letver.
and will write back explaining that any asssignment of
the contract of March 1983 is not binding.
Appeal to the Opper ve GPA case

150784 The Deputy General Manager called upon Atrorney Thomas
Sterling to report on this matter.
Attorney Sterling reported that PL 17-10 litigation is
effectively abandoned and there is no meaningful ground
to appeal the declision. He suggested that since Senator
Parkinson's referendum is going to be on the balletr, and
the rate making autonomy will be ©presented in the
future. He recommended that the Board abandon PL 17-.0
litigation and the efforts be directed towards mountiny
new strategiesxs to be effective tovards Sen&to:
Parkinson's initiative.
The Deputy General Manager requested that Attorney'
Sterling be instructed to start researching whet might
be done if the initiative becomes law.
Flecal Policw Committee |

151/84 The Deputy General Manager advised that negotiations

t between the Executive Branch and GPA are still on going

with regards to the arrears of the Government of Guam.
Mr. Santos z4dvised the Deputy General Manager to meet
with the Governor. A meeting was held with the
Chaieman, Daputy Céanercal Managert, Legal Counsgel,
Cantroller, Governor, Lt. Governor, <Chief of Staff,
Robin Grove, Kr. Santos, and Mr. Torres.
Puring & weeting previcusly held by GPA and the Piscal
Policy Cotmittee, four options were suggested. 1) a
payrent .f %250,000 a month beginning Januacry 1985, this
optitn was non zcceptable to the Governor: 2) stasgt
®akir g the $250.000 payment beginning July 198&4; 3) GPA
borrer #¢ 7 willizx r;d pay the General Pind: €&} Gox g
GRe® 4. TI ol Joveinment ouves €1.8 wilifen, ¢the |
Geve arern 2. zotre4 thelr GPR bills up to &4.7#H.

e~ —— 4w wx
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532/84

53/84

The Depnty General Manager then called upon Attorney
Larry Barusch to report on the matter. He reported that
the letter from the Bank of America dated June 12, 1984
to the Board of Directors cited from Section 5,03 “the

Treasurer shall not permit the withdrawal to be made by
the Authority of any monies held in the surplus fund {¢

and when the Authority is in default." The letter goes
on to =ay that the Authority is still in defauwlt, and
any payment out of the surplus fund would be a violation
by the Treasurer.

Attorney Barusch also mentioned that Mr. Dave Santos
requested to meet with representatives of the Trustee
(Carlsmith, Carlsmith, Wichman & Case). He spoke with
Mr. Bill williams and was informed that he was tn
contact with the Trustee, and was 1instructed by the
Trustee ¢to prepare to meet with the Fiscal Policy
Committee.

Following a 1lengthy discussion ty the Board and
Management, the Deputy General Manager upon the reguest
by the General Manager,  suggested that the $500,000
payment be made to the Federal Financing Bank. The
Secretary then instructed Management to contact the Bank
of America on the possibility of making the payment.

R T VE

Cmdr. Dempsey expressed the condolences from the Navy to
Mr. Frank Concepcions family. He also introduced Cmdr.
Art Corsano who ig going to relieve Cmdr. Dempsey as
Production Officezr at PWC. Cmdr. Dempsey will be
reporting to Washington next week.

ARJOURNMENT

There being no further bisiness before the Board, the
meeting was adjourned at 6:15 PM into Executive Session.

Davidf}. Sﬁblan, Sat ¢tary

wtTEA 4
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come out with a counter-proposal to Natural Energy

¢
<

i e e o < v —r i 2 141 ot AT TAS Ay 14 Srib 1 8 -
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Mr . Perez mentioned to the Board that, as of this date,
he had a meeting with a group of financial people from
London (Lizard, Lizard & Feres), a rather substantial
firm. This firm is interested in a second proposal
that is going to be made to GPA by a Tsal grouo, for a
similar plant. He pointed out to the Board that with
the island being small, it could only handle one munici-
pal solid waste plant. With this firm and the group
from Inter-Energy, no one really knows what the outcome
will be on the negotiations. Lizard, Lizard & Feres are
interested on the financial aspect part of the municipal
solid waste plant and they are talking somewhere in the
figure amount of $28 Million bond flow, which is a rather
stantial investment on their part. They, however,
also have not submitted any proposed contract. GPA has
only received their preliminary submittal of their
proposal.

On che subject of wind turbines, Mr, Perez stated that
he is still "playing” around with the computer to try

Corporation. He stated also that he has not received
any comments from the various people to which he corres-
onded to, inclusive of the Deparctment of Interior, the
avy, and Bank of America. Once rhese coumments are
received, he will then present a counter-proposal to Mr.
Seigal and see if they can come out with something te
sit down and negotiate with, Legal counsel, at the
same time, stil% has te submit nis opinions or comments
on the martzer., He further stated that once all these
documents have been pacxaged cogether, he will advise
the Board snd verhaps get together with Mr, Seigal and
then start discussions on this subject matter.

One final item that he pointed out to the Board in
regards to the MWS, was these two plants are moving
rapidly and that the Tsai group iz ready to submit a
full proposal and thar Dravo is in the process of
drafting their proposai. -

STATUS OF SOVERNMENT OF GUAM DELINQUENT ACCOUNTS

Oove foe Boayd, Staving chat
i & . was placed on the agenda of the
megting dersusas of '“w H“Oblem that developed two weeks

agt, IR ¥efavates Lo Guvalions rhat vere prompted by
Senator Pazrkinson. One of the comments that was made,

‘vi«n s e s, P b s £
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45/85

is GPA runs on a cash flow system, which at the present
time, GPA's cash flow is rather critical. TIf GPA cannot
collect from its customers, it will run unto problems,
as far as being able to return as much money as the
Authority would like to return to the people.

On this subject, Mr. Perez reported that Department of
Administration made a statement that it had a check
waiting to te picked up by GPA, however, he feels other-
wise. He further stated that he has had at least three
people zhere to pick up said check but to no avail.
There have teen occasions when checks issued by the
Department c¢f Administration literally bounce back and,
because of this, GPA is not willing to accept any post
dated checks and further wants to make sure that DOA

b s money in the bank to make those checks good.

Onc other item is that the Director of Administration
wilil pay for any account that GPA intendes to disconnect,
i.e., the Commissioners' Offices, Parks & Recreation,
Depirtment of Public Works, etc. However, DOA will not
pay for those accounts in which GPA cannot disconnect,
sucnas the PUAG water pumps, the hospital, the schools
and streetlights.

Mr. Perez thereupon, presented an analysis report of the
accounts receivables and a listing of the arrears for
the gcvernment agencies. He also mentioned that the
analysiz, as presented, has also caused great concern
with the Department of Interior, due to the impact it
has on GPA's collection ratio. He reminded the Board
of the F¥fB <¢venant, which calls for GPA to maintain a
95% collecti n ratio. However, due to the status of

the govermmet accounts, GPA has only maintained a 92%
ratio,

Mr. Perez also pointed out that GPA is in the process
of negotiating with Mr. Dave Santos of Revenue & Taxa-
tion, for a uvne time payment, with the understanding
that his department maintains a current account.

situation of the General Fund of the
am, My, Perez cannot see how the Lepis-
»iara rhe ampunt of mopev that the
Cuam Power Authericty.,

. My Tamacho, Chairman, asked Mr. Perez
e wa3 rcferring to, the $3 Million or

t
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52/85

pa

Thereupon, Mr. Becher, Controller, explained in detail
the analysis recort to the Board,as it lists those
accounts which are way overdue as of January 0B, 1985.

Mr. Becher pointed out to the Board that the government
accounts billed for the month and the arrears going
forward are 237 of the current bill and most of the
arrears are 50 days, 60 days, and very little of it

is on the 30-day period. He also pointed out that out
of the 25,945 residential customers and small business,
82% of rthem are paid with no arrears. He, therefore,
pointed out the big difference with the residential

and small business accounts as to that of the government
accounts.

tiver a lengthly discussion on the floor, Mr. Becher
suggested that CPA and the Board should take immediate

rion on what to do with these outstanding govermment
accounts.,

In s mmation, Mr. Perez stated that the report was
submitted to the Board basically as a report to advise
the :lembers that when government agencies are lagging
behiid in their payments, it puts GPA in a very serious
cash flow situation and by creating this problem, GPA

is concerned on the monies that it will give back to the
people. Had GPA been able to collect these monies from
the government, it would not have any problems with
having arv money in the bank to work with.

The Chailrmun thenm asked Mr, Perez what access GPA haas
on the Sectiin 30 Fund. Mr. Perez renlied that he can
contact Depz-tment of Interior and have them impact
Section 30 funds and give it to GPA directly. However,
by doing this, it wou%d only creat havoc with the
General Fund and, also the subject alone is a very
touchy political situation. He can also forxrward the
bllllnb to DCI z2nd advise them that GPA needs and
wants the Section 30 money.

Mr. Sabian than suggested that there should be some
insticucivn oFf Zisconnection to government agenciles.

M Fewen zhen arated that he will insticture disconneco-
icn with gowvevmument agencies who are behind with their
vaving chiigzrinre to GPA.

Upon furrher discussion, the Board then instructed Mr,
Peraez t¢ iusriruses notices of disconnection to such
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53/85

54/85

55785

agencies, to be delivered immediately. Mr. Perez then
responded that he will act on such notices immediately

and that they will! be personally handcarried to the
agencies and their respective directors.

UPON MOTION DULY MADE AND SECONDED, THE BOARD THEREUPON
INSTRUCTED MANAGEMENT TO SEND OUT LETTERS OF DISCONNECT-
ION TO THE GOVERNMENMT AGENCIES WHICH ARE CONSIDERED
DELINQUENT ON THEIR ACCOUNTS.

CONTROLLER'S REPORT: (TRUST AGREEMENT)

The Chairman then asked Mr, Becher, Controller, fop his

report on the Trust Agreement,

Ar .. Becher presented to the Board a copy of tke Trust
Agreement, by and between GPA and First Hawaiian Bank,
for their perusal and consideration and,
the Board that said Trust Agreement be
stat>d that he had previously provided’the Board with a
copy of said Agreement for their review, as prepared by
legal' counsel and, that the Agree t has been accepted
by the Secretary of Interior.

Mr. Lecher explained that the fMrust Agreement is a
requirement set forth in the/Second Refinancing Agree-
ment, 'vhich states that GPX shall have a Trustee who
shall rcceive from GPA, e amounts of money that are
payable «n each semi-anmual payment period, which is
March 15th and Septasper 15th each vear for a period
of twentv vr:re., He /further exnlained in detail and
as cutlined ‘n the Lrust Agreement, the particulars
involved ther=zin,

Upomn conclusior of Mr. Becher's report, he thereupon
suggested angd recommended to the Board the adoption of
a vresolutiorl, authorizing the Chairman of the Board to
sign on beﬁZIE of GPA, together with the Secretary's

attestatyon, such Trust Agreement, substantially in the |
form as he has presented to the Board and, upon the finai

ac:eppﬁnc& and netice by the Trust Department from First
Hawaiian Bank's Hawali Office that the Agreement and all
of/“ts parts thereto are approved.

UPON MOTION DULY MADE AND SECONDED, THE BOARD THEREUPON
ADOYTED A RESOLUTION, AUTHORIZING THE CHAIRMAN OF THE
BOARD T8O SIGN TS AND ON BEHALF OF GPA, TOGETHER WITH

e

—rbe
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SEN. DON PARKINSON ‘ o
February 13, 1988 RO T

Hr. Joaquin Pere: '

General Manager S <E>
. s
Guam Power Authority -
Agaoa, Guam I
NS —
~

Re: Request for {aformatioo on GovGuam/GPA arrearages,

Dear Xin:

I would greatly appreciate & list of GovGuam/GPA arrzarages
showing the c¢.te and amouat delinquent on each agemcy. If I

¢an receive this list today, I «ill discuss it with the Governor
and Steve Torr-ts tomorrow. Perhaps ao appropriation measure
could be introcuced during the pext session of the Legislacture.

In any case, I ~ill certainly urge prompt payment of any bills
owing, particularly 1f it will mean possible recoasideration of
the proposed rate rollback to a higher figure.

APKINSON
Chaxrnan. 18th Guam Legislature
Committee on Energy, Utilities
& Consumer Protection

zc: Governoar Ricardo J. Bordallo

. MYCAND a M
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Mr. Sablan asked what the status of the Government of
Guam accounts were with GPA and Mr. Perez replied that
$800,000 has been paid to date and a meeting has been
scheduled with Dave Santos of Revenue & Taxation to
discuss che matter of the negotiated amounts of penalties
that the government has to pay to GPA. According to Mr.
Santes, Revenue & Taxation will come up with additional
payment to GPA ro cover the Government of Guam accounts.

Minute number 59/85, page 8, on the matter of the Sick
Leave Policy with GPA, Mr. Sablan asked {f there has been
any progress on this matter. Mr. Perez replied chat he
has had meerings with che Attormey General of Guam and

he has stated that as far as they are concerned, the
Gover ment of Guam is resolved of this matter. However,
the rzcter i3 now in the hands of GPA as to what to do
with cae subject at hand. He (Mr. Perez) will be

discus: ing the matter with legal counsel and then get
back tc the Attorney General as to what or how the matter
can be ‘urther pursued or resolved with GPA.

After dijscussion and review, the Board unanimously
approved the minutes of February 20, 1985 meeting.

Next, th: minuces of February 23, 1985 was presented for
review and approval.

The Secretzvy noted a minor correction to be made on
said minutes and that being to show Mr, Frank Carbullido
as an interim member of the Board of Directors, until
such time as he /s confirmed by the Legislature.

The Recording Secretary was then instructed to make the
necessary correction on said minutes.

Minute number S-16/85, fourcth paragraph to be correcced
as follows:

. . . .HE IS, THEREFORE, HOPEFUL THAT THE LEGISLATURE
CAN CONFIRM THE PUC MEMBERS AND THAT GPA CAN HIRE THE
INDEPENDENT AUDITOR BY APRIL 4TH. IF THIS IS NOT THE
CASE, HE IS UNCERTAIN WHETHER GPA CAN ACTUALLY HIRE THE
INDEPENDENT THIRD PARTY IN APRIL TO BEGIN NEGOTIATIONS ON

T e -

A e b - Wi iees - A s a

Page 5, secend paragraph of the same minutes to change

;| - Eall- -
to :‘Gnnv l:--».‘ e N ...AUW:! .
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that he
insofar

110-85

111-85

REQUEST

The claim states that Mr.
along this route on his motorcycle and due to improper
ne lost control of his motorcycle and

ghting,

caused the accident.
of One Million Dollars.
through suggestion from the Attorney General to this

Paul because it involved improper
Mr.

in St.
ghting.

Livingood was travelling

The claim is filed in the amount
GPA was mentioned in the claim

San Agustin stated that upon nis

receipt of this letter and upon advise by legal counsel,
he immediately forwarded said letter to GPA's insurance

Nambo Insurance and they have verbally advised

Mr.
claim has
d against
felt that

‘as GPA 1is

0 RETAIN

him that they will not handle the case because they felt
that there is no legal standing on this particular claim
The r-sponsibility of streetlighting does not lie with
GPA r0d therefore does have not any liability on this

Arriola,

legal counsel, them commented
been filed on GPA and that the claim
Government of Guam and he also stated
this claim has no legal standing
concerned.

ATTORNEY & ENGINEERING CONSULTANT :

Mr.

RFP for fuel oil

Perez stated that this request is placed before the
Board because of the matter on the

contract znd due to the fact that Attormey Arriola is

also counsel for Exxon,
bidders,

who might be one of the oil

the Board might look into the possibility of

retaining a special counsel for this particular project.

Upon discussion i the floor, the Board gave Management
authorization tc lecok into the marter of retaining or
hiring a legal counsel to handle the matter on the RFP
for the fuel cil contract.

GOVERNMENT OF GUAM ACCOUNTS:

Mr. Sablen asked the General Manager if he had any-
thlng to report an the recelvables on the part of the
Soverrment of Perez then commented that ne
received 2 nhone call from Dave Santos of Revenue &
Tagarion v 2 t rrmeve is a $884.000 check act
CNE Uepaviment inisrrecion, however, it cannct
be reiezsed becsuse have money to cover
the check. Mr. Perez stated that the Government

KEy,
-~ \
Fonuan.
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receivables is up to about $4 Million, part of which
is the penalty fee. The matter on the Government
accounts receivables was discussed at great length
and Mr. Sablan then suggested that GPA file a suit
or attach Government of Guam in order to collect the
monies due GPA. Upon discugssion on the floor, Mr.
Sablan then made 2 motion to task management to come
up with a comprehensive plan of repayment for the
Government of Guam, with respect to theilr receivables
to GPA and present said plan to this Board for
accepcance.

UPON MOTION DULY MADE AND SECONDED, THE BOARD THEN
INSTRUCTED MANAGEMENT TO PRESENT A COMPREHENSIVE PLAN
OF REPAYMENT FOR THE GOVERNMENT OF GUAM, WITH RESPECT
TO THEIR RECEIVABLES TO GPA AND TO PRESENT SAID PLAN
TO THE BOARD AT THE NEXT REGULAR BOARD MEETING FOR
ACCEPTANCE.

CONTROLLER:

The Chairman then asked the Controller if he bad
anything to reporr at this time. Mr. Becher'then
commented that recently, the Board members were given
copies of the audit and financial stacements for

the period ending September 30, 1984. " The report was
delayed because the Authority wanted to resolve the
issues between the Authority, the Trustees and the
Bonds and the stipularions on the default. He also
commented that since Mr. Allen Pickens, partner of
Peat, Marwick, Micchell & €o0., who performed the audit
and who is present at this meeting, he can then point
out to the Board the certain areas of the audited
financial statements and can answer any questions that
the Board may have at this time, Mr. Pickens then took
the flcor and explained the -financial statement in
great summary. A discussion was had in respect thereto

and Mr. Carbullildo then made a suggestion that with all
the commames that have been presented and with the

- . -
Y T g e s

-

rreamt £ . atement on the Authority, that ic
would be appropriate for the Board to give some kind
of a commendation from the executive down to the meter
readers, as te the all good things that have happened
to GPA and to those employees who help make GPA as it
is today.
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127-85 GOVERNMENT OF GUAM DELINQUENT ACCQUNTS
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Mr.
of Guam delinquent accounts, Mr. Perez has also
prepared another memo to be reported to the Board at
this meeting.

In Mr. Perez's memo, he reported that in discussion
with Dave Santos of Revenue and Taxation, an agreement
has been reached that Government of Guam and GPA would
settle the dispute over the penalties in the following
manner, described hereinbelow.

L.

San Agustin that on the subject of the Government

Since GPA had ''possession’ of the Section 30 Funds,
(82.7 @illion in January and $2.1 million in June),
GPA would pay for the interest income lost for
those months, computed from those months at the
same rate rate was earning in TCD's during the

same period of months.

GPA will not assess the penalty clause for any
bills prior to October 1984. The reason for this
stems from the same principal as the lost
opportunity on the impacted Section 30 funds. Mr.
Perez has agreed to this contention that if the
Section 30 funds had not been impacted, Government
may have been able to satisfy their power billings.

Penalty billings will start with the end of

October bills. However, penalty charges will not
be assessed on previous penalty charges, i.e., if
GPA assesses a penalty charge in October and the
bill is still outstanding in November, the Authority
will assess the penalty on the actual bill, less W
the penalty. The Authority will not apply a penalty
on a penaltv. This would equate to 607 effective
penaltv on the vear which is not onlyv tantamount

teousury TuT mav well be illegal, despite GPA's
compligncs «irh the Administracive Adjudication
LT TAosba termaedees de ralben to court on this

zetrter and too guescion ¢f just and reasonable is
brought up, it may find itself holding a very hot
*t that Ceovernment of Guam permit-
»xl with no interest charges would

cate that GPA should reciprocate

petatos. The fad
ted the GORCC ce
only seem to indi

in this matter,

L2

ST & 7

»

i
R,
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4. An agreement could also be made where there is an
exchanging of checks for the GORCO Note and for
the Government billings. However, the exchange
would have to be for the entire amount of the
GORCE debt and an equal amount for the Governmenrt
billings. The benefit of this type of an agree-
ment would have to accrue to both parties and not
only GPA, as far as Mr. Santos is concerned. Any
type of an agreemeht that would indicate that only
GPA is reaping benefits would not be acceptable to
Mr. Santos.

Mr. Perez aisy stated in his memo that he will be
discussing thiu further with Mr. Santos and they should
have a resclution within one week upon receipt of this
memo., They will be finalizing the computation on the
trade off and w:1ll be discussing this matter further
with the Governcr in Washington and will also secure
the Governor's okay on this plan. He also stated that
until the finali:zation is completed, GPA will continue
to collect what it can from the Government.

Copies of this memorandum were passed out to the Board
members and a discussion ensued thereon. Mr. San
Agustin reported to the Board that in reference to

the GORCO Note, oweada by GPA to Revenue and Taxation is
$6,191,000.00), as of December 31, 1981 and to date,
GPA has paid a2 toral of 54,201,000.00 of that original
note, which leaves a balance of $1,989,000.00. The
total arrears on Covernm:nt of Guam for line depart-
ments to date is $3,52,000.00, which means that
Government of Guam owes GPA a little more than what
GPA owes to the GCovernment.

Should any further developments or news come in from
Mz. Perez the Board will be-so advised.

O hhs Ceriaxs Manager's repoq;4/Mr/’§§§’Xéustxn stated

that the duthe TFe. u*‘*,be*telebraCan its 1l6th year
ann*vaxsarv and in. conjunetion therewith, the GPA
Employees association is holding—iund ralslng events
and will - fiold a banquet on May 18th E off the
celebration. Tn connection therewith, the Association
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172-85 APPROVAL OF MIWUTIES:
The first {tem c¢cn the agenda was the review and
consideration o¢f the approval of winutes, as
follows:
1) Minputes of July 11, 1985, regular meeting.
2) inutes of 30, 1985, regular meeting,
173-85 AFTER REVIEW AND DISCUSSION, ON MOTION DULY MADE
AND SECONDED, THE MINUTES OF JULY 11, AND JULY 30,
1985, RESPECTIVFLY, WERE UNANIMOUSLY APPROVED, AS
CORRECTED.
174-85 EEPORTS: (GENERA; MANAGER)

—— e

The next 1item on the agenda were the reports by
the General Manager.

1) Status: GovGiam Accounts/DOI concerns.

Mr. Perez then presented his repcrt to the Board.
He stated that the Autheriecy may opossibdly in
danger c¢cf being declared in technical defaulec on
cne of the ccvenants cf the Seccnd Resoluticon of
the Refinancing Agreenent, said covenants being
the maintenance cf the 957 ccllection ratio and,
seccndly, that the Auther.tv 1s net autherized to
give free service tc any cre, Including gevernment
agenciles,

He further reported that over the last two months
and because of the financial cenditicn of the
Government of Guam, they have nct been able to
make full pavments cn their power bills, Because
of this, gcovernment agencies has accrued thrcugh
June 30, 198S, a tctal of 3$5.6 M{llicn in power
bflls, “{ncluding z2vrears and penalties, This has
caused the Authority's collection ratio to fall
belew wvhat i3 rgquired cn the FFB ccvenanc, This

bas crwsed [oic. Soolern witn My, Memtova, Under
Secresery, 201, and hes called the matter co his
attention. Mr., lMonteva also peinted out that

because of H{il 362, the Covernment of Guam may

[T e
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have further onroblem of being able to pay its
power bills and, further because cf B1ill 362, PUAG
will not be able to pay 1ts bill and the
Legislature has nct identified any subsidy or
appropriations speciflcally to pay the Acthority
for PUAG's power bills, which {s approximately $4
Mtllion in & yearts time.

Mr. Perez then further reported that Managemant of
GPA met with cffizials of the Govermment of Guam
relative te regselving the problems with the
government power bill arrears. In summary, the
focllowing was repcrted on:

1) GPA will pav ~he balance of the GORCO Note of
$1.547 Millicon and. the Department of Revenue and
Taxation will declire such Note as paid in full.
The government will then transmit to the Authority
a cheeck in the amount of $1.547 Million as partial
payment of billinge 1in arrears wup to June 30,
1985, "

2) The Government! will then pay the July

billings in full within two weeks and will
guarantee the promise to remain current for all
government billings.,

1) On ¢the unpalid balonce of bills In arrears
which are not satisfiled with the $1.547 Millien
payment, the Geovernment wili make 12 equal moncthly
installments ¢n the fifteentt dav of evervy month,

An agreement will be prepared by the legal
counsels of both the Authority and the Governor's

Offlce. It is expected that the exchanging of
checks and the execution of the agreement will
takKe place within the next few davys. Secretary

Montoya has been advised cof this agreement and 1is
acceptable by him, however, the matter will still
have te' he refer-red te the Sclicitor fer final
comments, Mr. Mcnrova's office will advise GPA on
the outcowe of tha Sclifcitor's ccmments.
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Finally, Mr, Perez stated
Revenue and Taxaticn was

Secretary Montecva that

that Mr.
adviged
if ¢this

Dave
by

Acrion

Santos of
Agsgistant

problem 1s not

resolved, DOI will attach the Section 30 monies to
Because of the

pay for the government

bills.

statement made by Mr. Mcontoya, M

with the above steps in
power bills, in crder to
the Section 30 funds.

In reference to the agr

payment guarantee, 0OI
Authority to disconneczt
agencies.

(THIRD PARTY)

Mr, Perez reported to fche Becard

group s expectiad

Ernst &
this grcoup
requirements,
stated that the
from the B1ill 362,
Party audit, together w

and DOI off

sealed proposals con mule

{insurance RFP.

The Becard then asked Mr.
the ofl prcopeszals. He re
still being studied an
definite on this matter,
from BLll 362,

Tr.

settling
avold the
eement

will

te?

Perez

ported that

d that
insofar

Santos came up

the

government

attachment of

presented to the
Authority, ¥Mr. Montoya has instructed Mr. Perez to
make menthly collection reports to
any time .that the the government fails te meet {ts
demand
power for

ing

icials to

ccommedatrions, etc.,

m Legi:tlature ha
hich allcws

DOI and, if at

the

that
to arrive
er 23rd, said ‘party be
(hinney. A meeting will be

that the
government

the Third

on Guam on
the
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firm of
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GUAM POWER AUTHORITY

P. 0. 80X 2877, AGANA, GUAM, U3A 33510-2977

August 8, 19385

TELEX ¢131
10: . BOARD OF DIRBCTORS
FROM: GENERAL MANAGH
SUBJEBCT: GOVERMMENT ACCOUNTS

The Managemesnt of GPA met with the following officialas of the
Government of Guem relative to reasolving the problem with
government arrears. Two meetings were conducted with:

Mr, David Sentoa, Chairman, TFiscal Policy
Mr. Steve Torres, Director of Administrestion
Ms. Bertha Duenass, Deputy Director B3MR

Ma. lLou Peree, Controller, GovGuam

The meetings were very productive and resulted in the
formulation of a plan by which the government arrears will be
addressed. This plen can be sux arized as follows:

1. Guam Power Authority will pay the balance of the GORCO
Note of $1.547 Million and the Deyt. of Revenue and Taxation
will declare such Note @s psid in full., The Government will
transmit to GPA s check in the amount of $1.547 Million as
partiel paymeat of billings in arrears to June 30, 1988.

2. The Government of Guam will pay, the July billings in full
withia two weeks sad will guarantee and promise to remain -
current from this point on for all goveroment billings.

3. Por unpaid balamca of b3ille in arrears which are pot
satisfied with the $1.547 Million check, the Government will
make 12 equal nosthly iestallaents on the fifteenth day of
every month.

This ie e summary of the sgreement which will be prepared by
Lagal Counsel for beth the Authority and th» Governor's
Office and the enchapge of checks and sigping of the
agreemant will occur witkin the next few days.

I have just gotten off the phone with the Department of
Interior and will be trensmitting this letter to them. They
bave indicated that the syreement sounds scceptable but thet
it will be asubmitied tec the Solicitor for final coumente and
that Aosietewi Jocrolécry Hentoye will telefax a response to
sy office meriy i& 8o cersing. Tt was pointed out, hewever,
shot 4f the program t3 secepind, CPA may be recvirsd to make
monthly report to the Asgictant Secretary and that the
Governnent must egres to the ides that if the esgreement ie
pot lived up to, QP4 will discontinue service.

A full report of #ll aubjectas covered during the meeting will
bs prepered for tresewittal to each individual boerd member.
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consideration and discussion and upon said discussion and
consideration, were approved by the Board.

Mr. Becher then commented by saying that he {s still anxiously
waiting to see what the auditors report state and that he is very
optimistic that they will look with the eye of the PUC itself as
to the adequacy of rates.

The Chairman then asked the General Manager what was the question
of the auditors, Mr. Perez replied that their questions was the
pending capital improvements versus the revenues that GPA gets frod
the Southern porcion of the island.

This concluded the Controller's report to the Board.

NAVY REPRESENTATIVE

The Chairman then announced that th= next order of business was
a report from the Navy Representative. Mr. Bob Duncan, Navy

Representative, was then asked if he had any reports to make at thir
time. 7

Mr. Duncan stated that there was onejitem which he wanted to commeng
on and made a part of this minutes. This item being related to
the Board by Mr. Perez, who was related from Senator Parkinson
which was related to Senator Parkinson. from someone else. This
being the debt service coverage of GPA. He stated that to him
this seems a lot of long string of inforcation to be factual.
Navy's positton is that GPA is making a verv good effort improving
s debt service coverage. Navy further has nc complaints about the
debt service coverage and the hear-say is just that--Navy's quite
pleased with GPA's financial position and impruvements in the last
few years and this is for the record.

Mr. Perer replied that he is happy with this statement.

OLD BUSINESS:

A. Government of Guam/GPA Agreement - Re: Power Bills

Mr. Perexr stated that he has mentioned previously that this being
re-hashed with sttorneys. One of the problem that the Authority is
having wizh 2hizm zubieer lz o thot thove looo Jdircoeuovs within the
Government of Guam (directors of Public Works), who refuses to
recognize the streetlights and he states that as far as he 18
concernpd, he will oaly recognize streetlights that he wants to
and refuses to pay for the rest of the streetlights, Department
of Adminirtrarion has come back to him (General Manager), asking

— e
e
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for an inventory that they can go to the Director of Public Works
on the subject of streetlights and tell him to pay for all of the
streerlights. As long as the Director of Public Works will not
certify payments for the streetlights, Department of Administration
cannot pay for them.

Mr. Perez informed the Board that he has pointed out to both
Departments that by law, the $treer}lights were re-energized and
for this, he must recognize all streetlights. He also stressed
that in accordance with laws, rthat {f the Government refuses to
pay for the streetlights, the Speaker of the Legislature must be
so advised. He has not complied with this law due to the
political battle that GPA would encounter, however, something
serious must be done, in order that tnae Director of Public Works
racognizes all of the streetlights 21¢ pays for all of them.

This problem came about when at the tiie in September 7, 1983, when
the streetlights were in tremendous eriears, GPA threatened and

did in fact disconnected streetlights. ‘During this time, the
Director of Public Worke, was tasked by the Governor, in view of
the over expenditure of streetlights and}che inadequacy of street-
lights funding, He was tasked to come u) with a new listing of
what are essential lights to be retainec’ and, in the process of
thie, the Director did come up with a listing as to what Government
of Guam pay and the streetlights will be l1isconnected. While this
was in process, a Court order came about snd ordered GPA to re-
connect all streetlights that have been disconnected, including all
the "“ifllepal” streetlights. '

At the concluzion of this report, Mr. Perez reported to the Board
that so far the Authority has been lucky, the collection is still
at 977 and if at any one time that 1t goes below 95%, DOT will
come down hard on the Authority and put the Authority into default.
One individual, Marion Horn, the Solicitor General for DOI, was
adamantly against the GPA refinancing and, if at any time that

GPA goes into the "wrong', the Solicitor General will clam down
against GPA.

The- Chairman of the Board :then asked the General Manager whatever
happened to the Promissory Note that vas supposed to have been
signed by the Gowermor for pavments to GPA. The Ceneral Manager

freplied that paveent was given was to GPA on the first installment

of $211,000, however, this amount is a drop in the bucket by
comparison to what the Government has to pay in million dollar
la month curreat bill.

fir. Perez advised the Board that this Note is still awaiting the
pilgnacure of vhe Govermor and will follow through on this upon

s e e A G ORI - F R BT it re— b
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Mr. Carbullido then asked legal counsel what his opinion is in the
collection efforts of the Authority from the government agencies.
Mr. Arriola stated that if they don't want to pay, there is nothing
the Authority can do under the circumstances.

Mr. Carbullido then stated that would it help management {f this
Board gave instructions and order to management to prepare some
sort of letter, endorsed by this Board, that if and when the
agencles are given a certain a perfod to pay their bills, they
will be subject to disconnection.

Upon further discussion, the Secretary then recommended to the
Chairman and the Board that this Board instruct management to find
some solution to the collection efforts of the government agencies
in connection with their payments and to report back to the Board
on his efforts and nothing prevails, zher this Board will initiate
some actions on its own to enforce coliection efforts.

| UPON CONSIDERATION AND DISCUSSION, THE BO:RD INSTRUCTED MANAGEMENT

TO COME UP WITH SOME DISCONNECTION SCHEDULZ AND TO PRESENT SAID
SCHEDULE TO THIS BOARD AT THE NEXT REGULAR BOARD MEETING.

B. Harmon Plaza lLease

The Chairman stated that the next order of 5usiness was the Harmon

Plaza Lease,

Mr. Perez, however, reported that he has not vee€n able to get
together with the owner of the building. Np fTigures have been
instituted or instigated and that the 1la ord, however, is willing
to sit down with management to negotiapte the figures The lease
has not been finalized and he will ¥e contacting the landlord by
next week to invite him to sit d and negotiate the lease price
and terms with. At this time e cannot report to th: Board on

the results of any negotiatifns but that once he starts to

discuss matters with the Yandlord, he will be making his report

to the Board at the ne regular Board meeting.

C._ Budget Supplepental for Reclassification

en announced that the next matter of discussion is
upplemental for Reclassification.

The Chairman
the Budget

Ar fh{n’/P*"\Q My Cam annr"q’ T\n'-LPU "‘ﬂ*c"*" MevotoT Than zoansd

caaaa ubb.., L]

that this subject was brought up the last Board meeting, however,
d to time counstrain, the Board and management did not have time

o discuss the matter and seek the Board's approval.
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At this point, Mr. Carbullido, Board Secretary then asked Legal
Counsel if he had anything to offer as far as his opinions are
concerned. Legal Counsel then replied that he knows nothing of
the Power Pool Agreement.

Mr. Robert Duncan, Navy Representative, was then asked by the Board
Chairman 1f he had any comments in regards to the amendment. XMr.
Duncan made no comments at this time.

Mr. Carbullido then asked the General Manager whether he believes
that the Authority can get by without the amendment. Mr. Perez
replied by saying that GPA can pay its portion of the cost and
Navy is going to have problems and he fully understands their
concern and that he has told both Captain Bell and Captain Olson
that GPA has presented its amendment in Washi-:gton what the
Authority wanted on it, and further that GrA will agree to Navy ’
using the Industrial Fund, wvith the understanding that specific
languages be inserted ia the amendment specificd by GPA.

Mr. Perez informed the Board that Ermst & Whinnty will be paid by
DOI, whereby GPA and Navy reimburse DOI for said payment in each
of its portion. .

Mr. Carbullido then asked the General Manager that by the Beard
not approving this amendment, is there any dange* in the Power
Pool Agreement in this effect. Mr. Perez replied by stating that
he does not think so and that what he 1s asking the Board is for
instructions for management to go back to Captain Oison and
Commodore Hoffman and discuss on this matter further.

Upon deliberation by the Board on this subject macter, the Board
thereupon gave instructionsg to management to communicate fairther
with Captain Olson and Commodore Hoffman on the amendment -0 the
Power Pool Agreement and thereafter, report back to this Board on
the outcome of the discussion. Management was also informed cthat
the Board will take no action on this subject matter until a
report is presented back to the Board on the discussions and
negotiations with Captain Olson and Commodore Hoffman.

The Board then requested Mr. Kin .\rriola, Legal Counsel, 1f he
has any raservacions on accompnnylng management to the discussions
and negotiationg with Captain Olson and Commodore Hoffman. Mr.
Arricla replied that he will try since he has no knowledge of the
Power Poocl Agreewent.

{r. Perez reported to the Board on another matter, indicating that
he had meeting with Senator Parkinson on the two matters. One
being the Government billx, He informed the Senator that the
mecnanism, the MOU and the Promissory Note i3 still tied up with
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the attorneys and, therefore, has not been signed. However,
despite the fact that the documents have not been signed, the
Authority has been receiving payments and that the Authority is not
‘below the 95% collection ratio. This report has somewhat satisfied
the Senator. He, however, suggested that che Authority work out
some system in the collection efforts from the Government.

Mr., Perez further rported to the Board that one of the problems
that the Authority is encountering with the Government is that

the power bills go to the various departments, however, the
departments does not turn in their bills to Department of
Administration until the last day, and in turn Department of
Administration rrfugses to cut a check due to the fict that they
don't know what they are paying--they claim thac t.ey have to go
over the documents. One way to resolve this problen is that the
Authority has set up a system whereby it will send 'uplicate copies
of bills. By doing this, they will not have the excuse that they
do not have documentations on how te pay the bills. (This was

also stressed to Senator Parkinson and he has stated to the General
Manager that if the agencies do not pay their bills, o go ahead
with disconnection procedures and not take any chancez that a
default will come down on the Authority from DOI. }

The other matter that Senator Parkinson brought up with Mr. Perez
is that someone from the Navy had been inquiring from Sefator
Parkinson's staff as to why GPA is permitted to ma ain a debt

Note. The Seantor also mentioned that his“staff has noted wiin:
discussions with the individual inquirimg that GPA's debt servi:e
covarage was causing problems with thé Navy's Industrial Fund and
that the question was asked as to en the Legislature is going to
do something about GPA's "obsce profits. Upon discussion with
Senator Parkinson and Mr. Pere¢f, the following were noted to the
Senator: '

e Power Pool Agreement, the Navy will have
service coverage GPA has. The Navy, at
GPA's DSC, thus m:aning more noney to GPA.

i« In accordance with
to match whatever de
present, is matchi

2. auy had slésys stated that the major reason why Navy was
sl ia,feriing over the comtrol of the Islandwide Fower
Syster wag due to GPA's financial viability. Now that the
Authorigy/;

and ihan wanting to revert to the situations of the past.

as that viability, what reason does Navy have to complaimp

%é//gavv has also always stared that one of the reasons for their
relucrarne in turning over control of the IWPS was dye to political

'

Pam ey e Coea pas LOhe® Eead. fxmt thiz what Navy die doing rca
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Wiy RLNREA
belemaiion of SysheTity

This itee nes daforred until the next regular
Board mewting.

gakrisl Buildimg

Documents were handed to the Boardg by the
Rezistant Ganerel Mensger of Admin{stration rolative toe the
subject. The Asslstant Gereral Managar gave a prasentation
on this lesse. This soccumentation has been tncorporated aw
part of thesa sinutes.

According to Mre. BGarrido, our Comptroller
has communicated to Mr.Babrial our intertion to exterd the
pressnt lsess for anethar five years, subject to
negotiations on certain {tems.

After the presentaticon a dimcussion ensued orn
tha floor relative to saic lesse.

Upon constidaration of She (nformation given
by Management, a meticn waa made By Mra. Paulino to rerew
the lease of the Sabrial Bullding at a period of ten years
with all of the conditions ece presssnted Sy ‘he Assistant
Saneral Manager of Admimistration, proviuer that it fs
reviswed by the Legal Courneesl, The motion ws i seconded by
®r. Cardullido. Thersupen, the motion was ur ani{mously
approved by the Bboard. '

Qb=

Tha Berera)l Marager stated thnt in the
pachets of thae BireCtors wes a correspondsnce trom the
Federal Emerpenty Mansgement Agency cemanding tonfes
allegedly owsd freom Typhoon Pamele. HManagemeni. wizhes some
diroection aa to how to handle this, as {t (s tleir
contantion that there i{e no valid vamis for thoir claim,

Upen the edvise of Coursal Arrioly, the Boarc
derniad liabilicy,

Counsel Unpingco is nandling this maittar anc
will dreft a reply o thia effece.

Relipgyepl Gaoverneant oY Quem Aggpunts

The Rusajetant Germeral Manager of
Radminis¥ration gave @ drisfing to thas Board of the praesent
status of the delinquent Govluam Accounts. A letter haa
been arefted to the Governor relative to this matter. The
figures owing to the Authority have deen i1ncorporatecd as
part of thases minutes. -

Managument haz drafted a lastter to the
Bovernsr of Guam for ths lxannﬁure of the Chairman
addreseing this problew.

TherT waw no objacticon By the Boare to
zending the latter to the Governor of Guam rolntlvn tSo tha
el tnquent Bovernmant of Suem account.

Dabamzent of Junesrsd Supsly and A8lansiea Quan

Counss! Arriols stated that he received tWO
logtera, ome frex L:jan & Lujan on behal? of Pangelinen and

the citver from Aicherd Moylan, Both to debar aubject
- ‘I. : ‘nn mﬂb

bt ol oot o4 g
LU S ﬁwmmw Lagt Teiday O% thrwe mosttore, FINOW, thn

AN g )
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MINUTES OF THE

i " GUAM POWER AUTHORLTY
} BOARD OF DIRECTORS

] REGULAR NEETING

! Qpril 1, 1986

! S1005M

|

l The Asting Chairman, Juan Duenas, called the
|meecing to order st 811300 in tna Conference Acom of the
Ruthority's main Office in Agana. Mambdars presant wers Francisco
-Caroull(do, Boare Secretary, Cleot{lce Paulino, Bosrg Membar, ang

i!oncrz Duncan, representing Navy PHWC. .

1

‘apoeQyal, QF MINUIES:

! The Chairmen anncunced that tha firut {tem on tha
j4genda wae tha appraval of the minutes of the msesing neld on
.Hnrch 18, 1908. Vpen conetderation and upon motion guly Made ang
‘wacondad, the minutae of Mavch 18, 19586 w~are approved s ibject to
icorvection, gk

- COmMUNICATIQNSL
'Watlec fres Geveroer of Juser Concrete Poles ¢

: ] mMr.- Dan Pangelinen, Spacial Aassietant te Qiverror
. Ricsrdo 1. PBordsalle;, Bovernor of Guam presantad a letier th tne
lo:ra ralative ta the concrete polas of Pangelinan Pale
HAHquC!HFlh'. Thig lattay has baen incorperasag as part pf
;:h.on minutes, i
, ' e, John Benavente, Assistant Ganeral nnnngor,
‘On-ratton.. advisad thae Board that the concrate polas the
‘Autnarity iw swking for is & oole that can bes utilizad for <.
|vcr1lty of service conditions. Howaver, thars are cartain
--orvtca conditions wheredy the existin)y Pangelinen polas can o
iutili{zed, Thiw would allaviate some of cur present problama. ~a.
'gid sention looking {nto this possibility at tha lest Board
ngat ing.

! The Gensral Manager stated that later in the
'| meeting, Managamunt haa prepared a presentation regarding the
| contrate polee and szargancy procurensnt, He furthar stated tharv
4 B camnotl catspdorically say that tha poles that ara currently
Javstlanie from mMr. Pange®linan carmot be used. WRat wma can eay &
. lthat we have identified epecific 1ocationa and given the
yconditione which anfet in those locaticne, we have getermined
.;tnac those poles ceuld be utilized to memt the servita vesds for
i tnoee particular e(tas, Heowever, he adviued tha Board, yrese
poles nay mot maet the sarvice rcquir.u.ntn .llnuhcrc becsusa

31ffarént congitions may exist,

Lakor from Suvgroer af Suaat Delinquant GevAuam frceunts

) Mr, Gde, Ganeral Managar agvises the Board thas
{| the Autnority nas received a latter from ths Gaverndr relat(ve to

tna % oont K0 Miw office on this aubject. [t gees atata wnas
\heir concerns aAre.

l

3

i

Itﬂe U;xtaqunnt Scv@uam accounts. It (e in responua te tha letter
{



2ayn &

The Arsintant Cenerel Maneger of Rdwministration
rey hed several westings with tAg 2?PiCinio fron the Departmeot
ef Sdministration {n woriing out & resdlutism to thie aroblem.

PUC Romdaixs sod QrEncs Rete reduction

Sub jecs corvaspendencs has besn (ncorpgreted aw
part af theses minutes.

Mr, RAda provigded the B8dars with a synopsia of thne
Dociston and Order and statsa that the additional reporting
requirements to the Public Utilities Commiesion would neceasitate
no asdditional man-hours atk thessa ara tAinga that the Authority
wa® heeding toward a8 & MaAtTEr Of (OOd MENELEMENt practices.

Coursal Arricia advised the Board that the
erabling legislation provides that any Contract whteh coulda
incvreaas rates and chargas muet Nave the prior written approval
af the PUC. He mas previded hie legal apinion to Marnagemert on
this,

A lengthy discussicn ensusd on the floor aflier
which the Board imstructed Coursal to render an opinion on tha
Ducision and Order and return to the Board at the next regular
voasion.

Lettar frep Regacioent of Nayy! Cebrss lsland Boat Owners

My. Rda adviesd the Board that the Autho=il i was
{n veaceipt of a letter from Commander Denal MHill, US Navz: ‘_sgal
Sarvices. This letter is attached a3 part of thesw minutoa:

The point of the letter sdviaed GPA that (n the
avenrnt ¢f future suits, the RAuthority will be named am a thir!
party defendant which may reguire tha Authoerity to bear part: >f
the cost of the suit. Me., dda further edvigsed the Board thatz a
copy of thia correspondence heaa bBeen given to legal counsel 75

‘his reviow. Hopafully, we can decide =mhat action to take at f-e

next Board meeting.

Mr. Robwert Duncan, Navy Repressntative, advisas

‘the Board that the marina is located cocn the parcel of lang tna~

tha Navy turned over to 3PR to build the Cabras Power Plant. Bl
Authority ia gllowing the marina to exiat. GPA gid write tne
Navy and ask their psruission to_lat the marina to exist there
arnd Navy's rasponse w~as that it should not be thers.

The Board thereupon deferred further diecussicr .-
thig mattor until the next regular Seard mesting.
Raporis:

Gengrel Merager

Tem ARda, Geraral Manager stated that he had no

7T mport to make at this time.

Genptrollier

George Becher, Comptroller etaled that he had ro
report at this timae. '

MeyyY Zzoroopptative




' The Govaersl Marmager, My, Thomae NUw, advisEa *ré
:bO,fa that ne attenced the Ernst & WNinsey 80N RAevigw in Mewal!
durirg the paricd May 18-23, 1986. He mps sccempanigy ¥y four 3PR
bevtetain, M. Jonn Bardvente, Mr. Gsorge Huwerer, Mr,  Awgy
h@&s}emts*
gt T, O} ver Wood., Me stated that the trip wie wpil werth tre
‘merey txpended from the €tandpoint thaet ¢he relatiowenips Ootwsen
the Wawslien Electric and the Guam Power Autheri{ty haws bean
r.-.g:anllghod. arg it {w hoped that aubsmQuant teo thie Visit,
hn;t wo will Do atle to send gtaf? persormol to Mawai{ to limk up
With their countarparts to receive a comparstive orientetion of
Amoir operation., Additionally, from the standpoint from the &€ & W
Btudy, to date, ths {nmput that was provided wae very valuabls and
khat the study is coming along quite wall. He further sdvised tne
Dosrd tnet during tha week af July 21, 1986, Ernat 4§ Whinrey, the
Dmpartmant of Navy, Department of Interior asnd GPA will =@
providing a briafing to the Govermar, the DBasrd of Directors of
kne Guam Powmr Aythority, and the Pudlic Utilities Commission. =t
Xhat point the 13@X draft will be availedbl®s wherein the Board will
ave the opportunity at that time to listen fully to its findings
and recommandat {one and likewise t9 provide i{tea recommevrdatiorne O
,F“‘ consultante,

}

! The Assistant General Manager of Administration
proviged the Board with an updat® on the etatus af ths delingquent
Bovernmant of Guam acgcounts. She edvised the Doard that comnirary

¥a nawspapar accounts, the penalties were net wajved. The rewxt
‘Meertirg will take nlace Jume S, and tre street light status = .|
‘be fiscussaed. T2 Loaartmant of lumicavtration promiged that TR
will accelerate payment =n ns streset ‘" 1ghtw Dy paying 4t (fai?

f@% to wnow thelr QPeOD Talth, The ed* .u what (3 being 3ieputuu.
;En- S rther advised the Dowrd hat tna 2cllectisn efferts Fa. v
"n.n successful, and Iin a ahort perica >f Cine wa have Osen ac'le
to zer at leasnt JAX oSf the neterad acci::nts pgaymemt.

)

t A langthy didcussion foll wed on tnNig gubject.

. Mu. Annette Jonner gava <4n aftar-acs
the GRPA {(7th Anniversary festivities., A copy of
attached as part of these minutes.
8]

Vi repors <N
is reporet 13

/
lencl Coungal

Zl Mr, Rrriola, Cournmel for th
board that Senator BSerkirmaon as elected
Buix - BPA ve PUC.

! On the subject of tXe Esta Later Charterw, -o
‘adviwad tha Board that a survaeyor u;{l be going dowm to the mar:.-
to have a look and detarmine wnere /he located. The original -~amp
3oenexon ig not where Mr. Gerter fa preucantly located.

Authority advieed <t e
t to participate in the

anﬁ:cellnt /

T! Mr, Bechar, Cpmptroller advised the B8oard on osur
financial atatua. A copy of this preasntation has Deen
rncorporatad as part of thise minutes. :

A 1.nqthy’dtl:u¢-ion followgd afser uhlch Mr. Qlaya
tommanded Mr. Becher for his very good financial . report to tne
Board. /

/
/

,

Sgyx Scozocenistiyd

: K. Duncea sdvised the Board that on the A0% Review
B @rrgd & Wuippey, tho Navy found the reviss 0 ohow a 1ot Of
BEHE  pregiwen, BEVaven (hE 5%% Review and the 8% review.  We' are
r 7

/
’

d-

/
i
W
it

Y PR L oY s [} 1.
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Hage 3

M-, Durzen agvinnd thoe Board thas (nm regards
2o st Ermald & Whisngy ol o ST vtk ing G608 Sregreng i1e
cpmnging the scopa of werk For the cont of sorvies wtugy.
Tnat ohauld S Pimelizod within & sewk.
!

bentrallor Sasrch Commistas

" Mr., Tarasar advised the Board on the etaezus

>

:p( the searth for A& mew Controller. fide hNave boeon plazsd In
Amag LA Timem end Wall Streemt Journal. Rourors® mee Seewn
wry goad on these ads. Soma resumes have been resce)ved.

Theore is furthar screening to bHe donas. We should te ready
X5 comduct interviews during the weuk of Soptemoer 22,
|

Vi
i

Capras [sland Marina Committae
1
Q' My, Olaya, Chairman of this committee

‘reguested an oxtension. He Nhas not had 8 chance to call for
B mmeting of this committee.

Reaqueanl was granted.

'fensral Msnager

:

;> The Gereral ™anagar aivised the Boars ¢ka%
P 18-42 wdw rmenmly PmacIine, b Lroviodes ‘01 o Lage

Iprn:- reciewkificatior oY tre iaat 4t2up of 2laisi%imea
}rmnloy-ou. This {ncreaze will pe received thiz pay peria-.
L] :
EL On tle natter of GovBuam Jmwlirmguent accounts,
‘thoe Qansrel Manager reported tnat whem “ha SUC wat asveral
reraxs 39, N® poirted Ot trhen that *nase aAfcounts, which at
!Fhii 2c1nt tctale 87 21llion dollars, are attributed to
threa agencies, (3MH,PURI & COE). dnforturately, ne maaa
re statement at that tice --av 1ocal siatute orotects nae
ae4gntial sarvices from ravirg their powsr terminatod. Thias
btatement wasm in error. Trere is no local etatuta that
‘#ret'ctl thes®e agenciaan fom bwing termirated,. Nowever, he
pointed out that the Publ-c Utility Aequlatory Policimse Rct
IHPURPA)Y, wihich many miinland utilitiesms follow as a
Jputdeting, etat®s that "“i@rvice may not bhe termirated (¥
pueh aetign (& dernperous to the commurnity's hRealth andg if
here (a & matter of 1ife and ceath {rvolved im such
arsination®. Mo pointed cit that PURPA ie not a lawm, it
islmply of fars rucommended pc'l:cien. for utilities to follow.
e offered two policy direc:ions that he recommends tha
Rutharity pursue!

1. GPA should con.inue the policy of rot
Jreconnect ing Gcvernment apgancies whore
public nealtn ard welfare are concernad.

GovBuam accounts such that (t rececpntres
only one account (®.g. the Government of

i
|
;i 2. GPR reatructure the biliing of the
‘ i
l Guam),

!

: My haew saked for the commonte of the
. renent of Bdminiutration and Buraau of Budgets on thaws.

‘} B lamg discuseion ensund on this sudject
Poring RS Yigs Chairmam Dusras stated thet =5t somd Anint,
Eh BePmewity  mp@d Wit the  bullee. Thees bHills will
lpgey o b La@redng (¥ ma eetiorn ie taksn.

.} Furirar giscuesion Tollownd on thig wubject
Huring ahich thy  Seneral Marsper stated that he wsnted to

i

t
t
1

]

eye e

§ o~



;!ry ts ~eelive thia lesuz locally as opposed 4o Navirg fthm
ﬁﬂ@ atos tm amd garnsry Bacticn 28 funds.

i

| The Viea Chairman asked why wo coulg ot
‘Bgrminate (e electricity of the Connilexan.rg and the
PAgminlgtretion buildings of PURE and DFS.

" Mr, Olaya wugpestesd that we continue the
pollcy a? mot termirating essesntial services to the public
avch ac GNH ¢t PURG. Howaver, non-essontial services ahsuld
Begim to have their services disconnectsd dum ta non
‘paymant. Even partial payments would be accepted. We resed
‘o0 be takan saviouwly.

| The General Merager stated the preoedlam hers
1g nat ons of fiscal irresponsibility on their part, mare uo
thnn a cash fléew problem.

The Controller suggeeted that since thie (e a
uvrlou‘ problem, ~e (nclude this as & regular part of the
pgondl to «pep the Board informed.

.’ Mr. Carbullido motioned to approve the policy
'gtrnetionn which ¢the Oeneral Meanager has submitted. The
Mot ion wae secanded by Mra, Padlino. Mr, Ulloa reaffirwed
hhat Mr. Ada Nad full authority insofar ae disconnecting any

ther entity., Thereupocr, tha motion was unanimMously
‘Farr\od.

!DLD PUSINESS

LEH BUB INESD

o ' The Gereral Manasger ha stated in the
vteuc meating that Managemert had hopsd to have a copy of
fis budgat fer 3he Board membera's rusal. Howsver, we
<p¢r0 not adle able to meet that deagiine ard we are wstiil
'rglng through the second cuts on thg budget.

Nore.

Mr. Mesuwsen gava /an update on the status of
bho FY 87 budgets, He suggesfed that since the Oparating
Pudalt wiil bea availedles sgmetime roxt week, the Boasrd
‘Faview what is there and }Sok at the Capital Budget thae
Hollowing waak,

. Aftaer Pu
%o call a Bpecial Ses
15948 at 3)300M,

her ciscuasion, the Board elscted
on on tnis subject for Saptember @,

i
P IC BRRTECT
|

i The Chairman then announced that the mesting
; foir public participation, and there being nrone,
the raxt order of business. L

a open
ved on

' Bod SN IR0 LT 1T0NS
'l %
7z

N ’ firg, Garrido edvieed tho Board that dur o

;:vwr ﬁui‘w&{,m‘ &? offlcery, th® Quthority neede te edopd the

MEE FEtRiAE r@EOlution and updating tho aignatoriss &% we

Ris@ & (i oBGuE ageo.

4 TWEITIET &




EEDROVR), OF MIMUITESR

1
1
[l
! The Chatrmen snnpunced that the firat ttem on
4 tho agenda wes tne approvel of the minutes of Octobaer 1,
ixsae.

|

Upon conaicdaration, the minutes of October {,
1386 warys S/Droved 2% presentad.

REPQRYS

Genaral Manaser

Mr. Bemnavente gresented a briefing on tne
(| {nland wWide Power Cutege that occurred this past weekend.
The outage wds as & resuls of a anaks hitting on a breaskar
on the Tumonm subatation. €irce there (v no breaker-feilurms
sCheme at Harmon, thia was felt back to thoe powor plant anrd
caused the units to isolate themaelves.

~ LRy cay 1 3Ta3810n ontead on thia  ratter,

HoSurivig =5 0 vaawgeaert -4 0 oan theszlu far tow ot AT
| - B I T S U IS0 TN B DY T o, e doa-
orACG SV 1220 T AL el L AL LR L Lo SO A Sl Lo, ®d
: W T2 rLaital)l g CETAN PSRN AV L T ) Ndtar s Litke.
o drazu s eae, Maregeaent (13 LmAnrunres T sy ld B repovre o
ﬂlwbut The Gyutiem lacss &0 *ade auch Wruy Wil Ul Yeedsa b
I TR LR T Rt LR S A UL AL RUIESIEY R

| e e e, e e PHE A JRLIV S S AN AN
ool 2ol oy AP AN BTN [ R arc

dopronimately 2:9nt famtlies tnat will ze wfrecred by Lii:s,
Our rew policy will make this more fea:.ibdble for thaw.

The Ardiante line extension project =as been completed,
- which the Bcard has approved oreviously.

l PEDCO's  fuel tankar will be arriving
Eltonorro~1 2% approrimately 3213@ PM, ith a delivery of
| 283,888 Sarrels. Currently, we hava aoproximately 28@,299
ihlf?.l' on hang, Rt the time of the delivery we will have a
| 79 day supply of oil.

!
)

;QQD!:QLL!:

! Mr. Mesuwwen reported on the cor*ract we have

with YTauchp Reuws to provide certain financial scv -ce, and a
tingeatlio on the completiomn of theso tasksa. A cory of thig
report haa been incorporatsd as part of thee: officlal
recorde.

N ™r. Moguwedr alao reported on the statua of
the Govermment of Guam delinquent accounts. A copy of this
;' report has hwan attached as part of these official mindtes.
According to M. Mzeuwsen's report, the Guam Memorial
Hoepital has not wmade a payment since Septembar 1323, Thiw
. preslem of unpeid sccounte (g quite critical, s we® heve a
ceaitsl bdudgmt for FY*'A7 which is dependant ugen the
zellectiong of themns amsunta. :

¢ ¥r. Acda adviased the Board that we are a¥ the
PRe  wiiwE  wae  where the penaltied are sxlosding [$2%]
Au L Lo,

1 “", Mevuasan advisad the Board thak the
regquirement for the penalty comes from a PUC rate order,

o~
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Trne Qeespsoyst of Guam 16 undne the IRgresctlon trat  ana
ilpmrrallter seu fllogel and are wat paying (t.

$ 4y, Duncan xdviead the Boerd that this te a
3v.ry sericus mattor. Navy has agreed to match GPA's Dett
ﬁ31rvtc- Covarege. GPA clales these penalties as revenus,
'thu D3C insreases. The Navy pays basad upon this, fugt if
lypu are going to collect. 1P you don't colliect, then thorae
‘lia ro lwgal reason to have paid this.

H The Chalrman stated that he hoped that Navy
‘mag stopmed paying thiae.

M. Duncen reeponded that he has asked GPA to
|24t thlie aswmide, but Management felt thay mhouldmit, eo it
cont {nuel TG grow,

: Mr. Ada stated that {in Nis diucusaicone with
(the Department of Interior, they have {(ndicated concern with
,thi: growing delinquency. It will come te a point whsn thay
Hwill have ¢o intarvena, if we cannet resolve the oroblea
wlacally‘

1

J A lengthly digtussion ansued on rthis acttar,
Hafter wunich the Chairmen sqresd to rave Zoursal araft
|lettor to “the Chairman of tha Icerd of Trustees of Giw
laddreusirg thia {(ssue.

1

L2gal Lounkel

4 mMr., Arriola “epcrted thate at tne
lwcomnordation «f the CShairmam, Mr. (" (oca, 4 weeting a3
{h-ld with fr. Poter Parez, tha attornmy for PEDCO. a
result of this meeting, a few days ago a letter w=as received

:from Londen, Attarney Arriocla has reviewed this
,hae compared it with the contract and in its
‘cover the requiroments of the fusl {nsurance
rnotify Mr, Perexz that Ihis would be acceppibdla to GPA. A
copy of this lestwr Trom M. Perex has bde attached am part
,of those sinutee.

orm, would

: The Chairman adviseg coureel that a letter
‘'nas been received from Senrnato Parkinson relative to
!introducin] legisiation Dby GP to treat GovBuam as one
'account, A copy of this letysr has basen incorporated as
‘part of thees minutes. CZoungel had no objection.

|
|

jGLD RUE I NELH

w The CHeirmen asked P thers were any old
businese. There bging novre, ha went on to

|

MNEW DUSINESS

Mre. Barrido preseanted travel resquests for

. t. mr, Joeeph Naputi to attasnd ACNIEEE
7 spornaored Computer Conferonce in Dallas,
Yonay,

i

J 2. Nra. Tholma Darvido to attend APPA

j sporgsorad Deaigning Retatl Ratss Seainar
i - . in Scossdaie, Arizona.

]

}
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doard of Directlorsa
Novembaer 3, (388
2agw |

SETLIMIL, OF BIVTED

The Chairman announced 08¢ the Firgr (taw -«
¥re a2gonds was the approval of tha minutee 27 Octoner 19,
19€6.

Uporn consi1derastion, IuD JeTt minutew e
apgrovod as proeoanted.

KEPORTS
JQeraral Mangger

Mr. Thomaes AQada, General Manager 11ntroduced
Tesnie Fabila as acting Controiler until Mr, Magouwsen
returna from off-island.

The Chairman ssked for & motion to ratify
Zniw epoolntmant, pursuant to hie appaintment memorandun,

. Mre. Paulimo moved to ratify the appointmant
of Mrs. Fabilas as Acting Comntroller until the rewturn of Mr.
Heauwsen. The motion was secandsd By My, Carbulligo.
Thereupon thae motion waa carried.

fontreolilar

Mra, Fabils updated the Board on the s:atus
c? the GovGuam receivablea. R copy of this repgort has Hean
attached as part of these minutes.
' Mr, Rde reported that GMH had roceived >he
HAemorandum of Underatanding, now@ver, they nave a > me
objectione tOo Ccartain provisiors in this Memorandum. T my
wNill bw getting back with us on this.
I

The Chairwan adaed that a meeting has bi.en
qcheduled with him anda the Chairmam of the GMK's Board of
Trusteas tomorrow at 1138PM, For the {(nformation of tne
Qcard, tho Chairman as met with the Chairman of GMM, and a2
that meating they ware amenabdle to strucguring a Memorandun
qQf Underastanding, with 4n interim arrangament relative to
the celingquent actounta. We had our legal counsel prepare
this momoranmdum, tnat {in turn wes transmitted to the:rr
Boara. At this point in time, there Nas Deen Mo response.
Ha w1l! ac2rislinze the msating to take place tomorrow.

Lepal Cournged

Couns®! Arriola atated that at the last
ree?ing the Chailrman asked him to resmarch the pro of
whethar or not the District Improvement Law (s a cable to
brhe externsiona of power lines. In hie nion, (84 18
applicable. AR copy of hia opinion is achod at part Of
trhaco minutge.

Countel furthas reported to tha Boare that
tho Vica-Chairmen asked i to Jdraft isgislation for
muzmine am 2 ans Qe Pgialabture, whign wauls grent the
flusnerizy 2ha righ ard power to onter (nto progecties

: 2ur THOCEQNEE  or right~of-waye to cud b ewrs,
Nealodd nec. He imforamd Ris ¥B™aY oyok
npR required becaums of our sansment® andg
Crignt of waye. Qur ssesmonts already hava theus
- Continmue -

ExY

DWRISEIET 40 - 440



Joerd of Tirectors
Acventer 3, 1948

@ow !

G-iwﬂm o @t@ Find  thal aspreximetoly 208 cagmmanty were
;;uﬁ FCPOrECT. e advindd Mamapmennl 39 havs an aupt oyoe
W& chaia Fedllon.

: Mr. Duncan reported that he had ro raport to
Q‘ko at thie t\ma,
!

B

-l

WMM
\
) v, Carbullido advised the Board trat (rn the

ghsence of the Chairkan of this committes, Mr, Johm Dueras,
He will be making the'\report. He advised tha membera af tne
Board that at the presént time, everything (s being tabled
for morae information %o DbDe gathered {(n order for 2
prossntation to be made ¢ the RBoard. R mewting hag been

scheduled for this coming iday.

!
)

|

AR BAINERG:
j -
Internal Audis Seciion N
[}

R The Chairsan Advi.n}\ the committea Shat Xr,
dumt ia .orking on thia. We are attespting te get
poaition go.eriptiona within BovBuam %0 utilize, a® we hopo
I.o hava this section opearative as qulck\ly an possaibdle.

'j The Chairman appoint
o chair a chammittee o hire for the tyiorve of Chief
Auditer and ‘(uditor . Thae Chairmean el appointed MNr.
Rrancisce Cartulil(do and Mre. Cleotilde Pauline to assist on
this coemittoa.,

| Mr. Carbullido moved to esjablish the
pounitiomm of Ciief Auditor, Auditor [ and Rudi Il. The
wetion was escundad by Mre. Paulino. Thersupon ‘fhe wseotion
vf‘c umanimously’ carried.

I
?ntnnn-nx_ian_lnhxsl

T™e Chairsan announced that f(thevre
w to his trovel. His TA should be assnded O
Mim and ™. Joaquin Grricola, Legal Counsal to att
Erret & Whinney confere~ce in Californis. He has inditcated
do Sthe Soworal Kernager ¢vat any ooeting connacted to\ the
fowmr Foni Rgroomant should be  attended by e weshbar of \th'
Board.

M. John Dusnas

. Ada requested an assnduent o
ﬁ.mwn!‘- trevel (hiwaawlf, M, Bonavente 3 Ma. Donner).
He would 1ike to viait the isiand Oof Kwai for ors day 1
arder to take a look at their generating faciliey thas h
¥he etag unit. This {e the kind of unit tThat w» want %o add
o cur syetce. Since the ?Plight will ot bm leaving untild
ﬂatc Friday avaning, they will drop {n on Mamaitan Electric

ny dnd sgat with officiale there.

. Carbullicge wa te S ] tha
mnnde e ihe TA's ae presented for M. Ulloa, M., Ada,
S, Sronreond o ard Ma. Donner, and te approve ouditional
Wrareet Fee . Reeiwla ta insiuds bic ailaving Ahe Srmnd @
thiergy conferonee in Calfiforwmiz, The motien mzu soronded
Fp Sveae Aawllne.
g - Continus -
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Snard of Direactors
pvouwier 3, |26

J
|

1
\

The Chairman advized the Board <that ne has
idissedinated - Mr: Ada'tc  request for  budgot tranmefar
ﬂcq1hor|£y. This request authorizew the Gasneral Manager the
::(Inutbility of decreaning a particular bucget category bty up

ito 168% ard similarly incresse another budget category,

N

'l Since the Chairman has rnot hag tim® %o g0
' Ovev this mesorandum, he asked if we could cCefer thie matter
dunlil 4 laser dats.
i

There wat no objection.

| Serator Parkirgon provosed lwginlation regarding E & W

The Chairman statead that he was (Avited to
wapooar before a publie Pearing tomorrow moraing at 9¢30AM,
(Nevamger &, 1986. The Chairman asked the Ccunzel Rrriclia be
| in atiencance at this meeting. Mr. Ullos stated that he has
naid distuseiona with the CGeneral Marnager, znd tha GM has
‘discusted this with Counsel, and they are {n agresement with
wthe astitude that thas Mavy shauld pay not lewss than anyone

" ielee, and he {3 sure  that the Navy is not aseeking any
J.ubutdy from the pecp’e of Guaam.

j A long discusetion enaued on trhe floer on this
T subject, after which Mr. Ulloa read the following tastimony

which he hepes to presunt at the hearing tomorvow, with

inpprov.l of tha Board mexdars presant:

! “GPA wish@a to take thia opportunitly to comment on the
'propos®d bill which seekas T2 mandate the rate level, which
'iw to bte nagotiated betrwen the US Navy amd Guam Power
Ruthority. BFPR enderstancs that the intent of the bil) (s
"te prevent the sstablishment of preferontial ratas to the US
QNavy 48 A& cuatomer of GFA, This similarly reflects the
“potition of the GPA Board >f Directors, Gavernor of Guam,
jRicarda Bordalla. Hence, @ can concluge that thera is
”conuuntun in thin respect. _""R will interpret the basze of
kthlt biil as a mamdate on how it will conduct ita
,,napgotiations with the Navy and that GPA will do its best,
1!hl teat it can in reaching an jrgreament which is in the
‘BB  intsrowt of the community. Thank you fer the

opgortunity. "

|

{ There was no objecticn from the Board,
! My, Duncan stated that the Navy (s not
;-oching preferantial rates and neither (s € & W recommanding
-

l i

]

‘ Further diecussion eneuesd on this subject.

1

'Sporopris isa  requsss o _liguidate Gov@Buam delingueng
Ry TTINITIN

. Yhae Chairmen advisad the Roard that he hat
Cfroromittad thres letter to Sanator Don Parkinsen. Copinu
'a? thaes lettere ereo attached an part of these minutes.

1
i - Continue -
i
i
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Novewnoer 8, 1386
Page 2

"The wsinytoe of MNevexsbar 3, 198¢% e
resentad for approval, M. Dusnes noted that during thia
esnivn, the position of RAuditer ! was approved by ¢the

ard of Directora for ¢the Internal Rudit Semetion, along
1th the pocition -of Chie? Auditor ang Ruaitor 1. -Mr,
&nes noted that durimg the merting of October 15, 198&, ho
nly agkag Por tRe approval of tho pouitiomnas of Chief
uditor amg Auditer I, He esskad that the pownition of
uglier Il be deleted. There was no odjection.

Thereupgon, upon mot {on duly made and
ccongay, eaubkjoch minutes were approved sub)ject to
orrection 48 noted.

1
‘nEpOATS
1 IR

-‘Hr. Ada reported that he has preparcd his

3

i

"J:f't Sa o Rie sdip b e Toewt & Rgrraay caaforooaa s be

]-Aixiornla. P il De erovieng So - 2 Joerd ehort)..

1

Feptrailer

H

! oy Meeuwgen  arroan e, that he  has the

iF.oangial Stytomeavsy ‘or the “iaca- core ¢rndirg Septeroar

;r ¢ 236 drafleg. Thay v 408 rladiiay cue o thy  froe
Loee bmay are arZ 2w gaied genit Sy Toosn e Remans, Thas o aleo)

'Ea FUPp i ttwG ALENAA Tue  weal L, THOre 1 e acaR 33T anaT . all.
ignificent adjustmente ¢that thney are 1n the process of
eviewing., A lot of this had %o #o with the Bovernmant of
E“" delinguant accounts.

’ ‘Me, Ulloa advisaed the Board that Senator Don
aruinaon has been actively pursuing petting a bill passed
hat will appropriste funds to pay GovGuam dJalinquent power

ills.

i

I M. Arricla adviaed the Board that there was

'h meetirg with MNency DBoone and Frank Selomon with GPA
f?iciales in California in regards to the delinquent power
ille of the Government of Buam., At this meeting Ma. Boone
socured GAA that Ssctiomn 32 funde could be tappad to

diquidete (Govlluam delinquencies. It asppears that the

'Situwstion will By rasvlved one wsy or the other.

® had mno report to

: M. Temorio reported th
‘meke Bt thie §ime.

T Dusmas advieed he Boura that Ha hed very

1§l e 2 on the Cadle T/ pole a tachmentis. The
LCoumtty hee mEt twica and they a '@ still working on thair
Pia cud Regofully within two wiaka thoy {11 be eble to
;ﬁﬂé&ﬂ#ﬁ @ Tetwui ropert to the Boar. .

o
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’} #r, Carbullise adfed ¢had thsy hopa te Aimirn
Q&L& oy e org of tha yeae.

i
i

[ : - firs. Barrido gave a presentation to the Board
An a4 plan to discormead  cercaln sgoncies of the Bovorrment
ﬁ' Quam for .delirngquent powmsr -biile. To date we have not
roceived p.yn-nt of Octeber powsr bille. This amount wes
due Hoveupor 28, 1946.° Dty..nil that we have receivad were
ror FY* 8% balanceaan,

)
! -On Priday, a leotter of Intemt to Disconresct
{ill be tesued ¢to the Department of Adsinistration. They
ill aluo te advised thet . on She 33th of Nevasmber, .4 5%
pernalty will be asseusaed pursuant toc the Rate Order. If by
the close of business Dewcempter 1, 1986, w8 do rot receive
y paymant, a A8 hour tag rotice on the morning of Decembdar
fl, 1986, [f paymant |8 not received by cices of businees
llecenmber 3, 19886, then diszonmrection of ron ecsential
g-nci-' will begin. '

-A discusasion aenaued on :he Floor cmn tnix
Lub)uct. There -was no HSbkjaction to Management’s plan to
disconnecs.

" fnternal Rudit_Ssesion

i Mr. Duanas armounced :nat the Civil Serv;&a
Jommisgior ras yvaasted GPA 2@ sutherity of atilizing /the
rositione of Chief Auditor ana Auditor . Iham posfticrny
Nave been announced and the annocuncemant cloesti Dac er 19,
19488. He further sdvieswd that e is planning s mesting with
thnie committee and =miil report any developments.’

MEY RUSINESE

o

Iravel Suthorizations

i

!L - ‘ M., Ulloa asked for the approval of the Board
‘ ' sang M+, Dusnas to ODemver, Coloyhdo to attend an RPPA

qunnoroﬂ eourse on the Fundamenta of Ut1lity Budgeting.

q Mre. Carbullide ved to approve travel for
&y Board member and anyord from Managemant who wist es to
sttand tha course on Fundagpéntals of Utility BDudge!ing,
sreogul o Por Decamder 8, | » Tha motion was secordod Dy
f . Olaya. Thereupon, the motion wase unanimously carried.
ET
hriastsag Perty
iL e Bda stated thet he had a requeat from the
ployes Resoccigtion to assiat them in this annual function,
¥ thea employgés are to bear the cost, thay would have to
oy ©30. e couple. The RAesociation reguests that the
fpathority y for thae fscility rental snd meals. The cost
uill be agprowimately $7,003. M. Ada further advised the
Hoare 5948 t¢herw ia an itam und » the approved FY'A7 budget,

ﬁ:f&v hy Bercral Manager’s budget For 329,008 for "Esployes
dal delfare” funding. Tha insent of tihis wae to pay
*/




YIegpror 17, 1936
Pege 3

. Ada atviwed the Dosrd $hed he hax provided
shan copics of the propossd Delegation of Authoriy, Thie
itom will D2 an agonda item at e later date,

&r. Ada alee advised the Beard that eccarding
to the minutes of Decembar 4, 1988, which {(nstructes
wmanagono=nt to get appreval prier. te. discormmcting .any
Gov3ura agency. He stated that while he realired ¢that he
dose work a2t the pleagure of the Board, he falt shat this
was an infringesent on his menagesant of the Authority.

Upon consideratien, M. Dueneae =sotioned to
rescingd this motion,

Mr. Ulloa suggested (hat further discussiocn

on this sudject be tabled unti] the return of Mr. Carbullide
who could explain his resnoning for thie metien.

NIW BUSINERG

Mr. Ulloa stated that the Rutherity aneuld

cornsidar anpaging a4 special counsel for the termination rof
the Power Poel. Matarials have been previded to the card
meabara on this subject.

e, Ada stated that since Somor is the

‘lant day for Mr, Meeuwsen, an scting Contrell needy t( . ba
appointed until Mr, Pecon comesn on boa on Deranber
29, 1%84. Mr. Rda eukad that Mrs. Fabila appointad acting
Controller until that time. E

There was no objecti rom the Roard.

sunted a request for

argulaf, Asuistant to the
urnclessified euployoe, whd

® mainlard where ho has been
nam, He heu since takan Shat
exaa, slthough the result Aill not bo kmown for a faw washkrs

Mr, Chargulaf has grest “potengiasl and is presently earning
821,419 Managemant proposed an increeew to 323, 303, :

Managesont then
salary incroase for HMHre, Frank
Controller. #Hr, Chargulaf is
hac recently returnad from
preparing to take the TPR

rief discussion snaued on the fleor during
pointad out to the Board that Mr. Chargulaf
v loyal employes, «whe has twa degress. He
¢ this {(ndividual is worth mere then 923,000,
than moved that Mr, Chargulaf'e salary be
to $30,003 ger annum. The xGtion wae saconded by
uline. Thereupon the motion was unanimoumly carriad.

whieh Ry, Due
ia & dedicat
el rozend §

There was ro publie participation, therefore
@ mouting was adjournsd at 7120 PH,

AT TESRT

Teseentites T, Serdbullide
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Minute
No.

Ref
No.

Minutes

Actior

APPROVAL, QF MIMUTES:

The Chairman annournced that the firet item on the
agenda was the approval of the minutes of January 21,
1987.

The Chairman thern gueried the General Manager
ragarding his progresn on implamenting coet
containment measures.

M~. Ada stated that Management should have a cost
containment proposal to present at the next Board
maeting with dollar values.

The Chairman then advised the Board that Mr. Willi{ams
hNaa submitted his fese achedule ags regquested.

The Ganeral Manager stated theat he did meet with the
BEMR director, who indicated that he would get bhack

with Mr, Rda with moreo specifics on what would be.

accaptable for them. The BBMR director stated that he

would be aeatisfied with our giving him a monthly:

vacancy listing as opposed to msending in tha GGi'e
each time.

Upon reviex and discussion, Mr., Hornandex MOVED,
SECONDED BY MR. TUROSIK TO RPPROVE SUBJECT MINUTES AS
WRITTEN. Thaere baing no objections, the motion was
thereupon carrisd.

REPORTE:
Gereral tanpger

Tha Soneral Menegor reported that the Ernst & Whinrey
LR roview shRoulf kovm hosn in the hantga of the
Authority BE 8¢ Laday. We have not yet gotten this
ragord amd atsengte to contact the Project Managse

haym S@Mm aEaEE R Ty soy havd 1o rotonRGAeE

whathar we are geing”to have enough time to review
this raport prior to the meeating in San Diego.

M., Ace furthor reported that & meeting waa haeld with
the Busm Mexosris! Kocesital OCdministrator on Mewday.

oL
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Board of Diroctors teating
Fabruary 4, 1387
Page 2

Migute
Noe.

Ref
¥No.

" Minutes

Action

Mething was rasolved at thioc meeting.,. At present GmH
is in arrvears for HNovember and December billimgs -
approxnimately 64,009 and all othar government
agencies are currant.

A brief discussion ansued on tha floor regarding the
penalties accrusd by the Government of Guam.

The Chairman then tasked Mr, Rda and Mr. Pecon with
addrassing thie iseum with BBMR by letter for the
Chairman's signature,

Mr. Sablan then stated that he would try to meet with
GMH's Board Chairman on this issue.

Mr. Benavente rcporild o% the fuel oil {nventory and

vehicle rnndtnqls. L -
A discussion ‘n-ucd on. the floor during yﬁq:;/ the

Board aeked Hsnaqounnt for a liet of who vehicles are
asuigned to,

Mr. lenando: -tatdd  that he would like to see what

| affact down time hae on the day to day coperations and.

identify thoaa vehiclea that are gown for long periods
of timp, along with the reason vho vehicle is down and
the cost to tho nuthorxty.' //

Management ltatla th.t iﬁis would be a standard

reporffr‘ ,///

Contrelier

a4 comparative on budiet to actual
reavanues and report on the firat cuarter budget
variance, copy of this report is attocred as part
of thc;o nutua. o :

Mr. Pecon gave

= dim;&so:eﬁ enaugd an‘ the flooﬁ relative to theso
chgrtﬁ. o

TKe Ccntrbltc;fffﬁ;hkﬁ gave a summary of  budget
amendmants and a4 report on va ;ant positiorns. Hea




Femrnaid 18, 1987

~yw

- P‘ageTa : ' ' _ - -~

Minuze Ref ®
amendment to tha;-ptai.aﬁévm\m& of $115,000 for Touchs
Ross. This amenument i{s necessary due to a cei fng on:
the original award te Touche Ross of $225,0v0. A
breakdown of the task orders given TR was providséruo the -
Board. A copy of this breakdown has been attachsd as
part of these minutes.
A brief discussion'bﬁlhadion the floor after which {t was
MOVED, SECONDED AND AGREED .TO INCREASE THE BUDGET FOR
TOUCHE ROSS & COMPANY IN THE AMOUNT OF $115,000. There
being no objactions, the motlen was carried.
Ba‘klng Resalntian S

71787 Mrs. Fabila advised tho Balrd that it is necessary to
revi¢te the existing Bnnking Resolution to delets the name
of M}. Thomas Ads. - P
It was then MOVED, 'stmm AND AGREED TO ADOPT THE
BANKING RESOLUTTON  AS PRESENTED BY THE CONTROLLER'S
OFFIC8, DELETING TME NAME OF MR, ADA. There being no
objec'-‘ions. the motiou wWAS unanimausly ceorried.

72/87 Indamni{z Agre sment
Mrs. Fabila. llso proionted to the Board a Release and
Indemnity Agreement, which Counsel has prepared |In
accordance with our requaest, This agreement is in
response to the services that the banks will perform in
acommodating the stuba for GPA customers., Payments are
to be delivered to the Bank of Hawaii. A copy of this
agreement ig attached as part of these minutes.
Upon consideratien, it was MOVED, SECONDED AND AGREED TO
APPROVE THE I[MDEMNITY AGREEMENT AS PHRESENTED BY THE
CONTROLLER'S OFFICR. There being no objections, the
motion was thereupon carried.
Related Matters

73187 A discussion then ensued on the floor relative to

penalties owed by the Govermmont of_ Guam. During this
discussion, the Chairmsan stated that the Authority should
enter into = praper agresment with the Government of Guam
that will not jeopardiszse their cash position. If it
takes ssvere) yetrs tv get thess monies, there wouid be

EXHIRIT A 27
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no problex. The Chatrman further siated that he would
like to see incorpurated into this agreement a pro-icion
which -stetes that {{ there (s some windfell {n the
GovGuam coffers, the Authority should have some of these
monies rsverted to it.

A discussion then ensued on t
fuel adiustmsnt on cu
instructed to do f

oor reletiva to the
r btllings. Management was
r research on this matter.

Thers
Boar

be no further business to bring before the

e meeting was sdjourned at B8:00PM.

ATTRST:

BOARD 'OF DIRECTORS

/ss

BP
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113/87

114/87

34/87

72/817

84/87

90/87

SP1-6/87

97/87

Minutes

BOLL CxLL:

Mrs. Brooks and Mr. Hernandez were excused from thi
proceedings. '

REVIEW OF MINUTES/DISCOSSIGN OF MATTERS ARISING FROM
HITROTES -

The Chairman then announced that thes first item on the
agenda was the review of tha minutes of March 5, 1987,

Tha Chairman stated that thn proposal requested from GMH
to repay their delinquent accounts has not been received.
Ha further statsed that he was unsure as to whether Mrs,
Ta'inatongos did, in faect, bring this matter before her
Board since the: Cnntrollar had not been advised of his
discussion with Mrs. Tsinatongo. He advised the Board
tha{ he had written Mrs. Tainatongo a letter informing her
tha’, we needed to know their intentions before the end of
the: month or be. subjoct diseennaction of services.

5t the
or Touche

Mr. Pecon stated that thare was no need to re
addiional $25,000 for out of pocket erpenses
Ross. The request was for $115,000 only.

Mr. Eefnavente advised .the Board that ~he has done some
prelininary research into the feasibtiity of a satellite
office in the southern portion of e island. He will be
making a report on this in the future.

The Cheairman advised thel/Eg;rd members that Counse!
Williame has to do further
vendors. The list glve
not speclfy whether or
white collar crimes

cut by the Superior Court does
ot an individual was convicted of
connection with the Government of

Guam. Mr. Williamg will be reporting his findings in the

near future.

The Acting
apprentices
in-house
s tandard
which v

G€neral Manager advised the Board on the
p training program. He stated that the
fttee did meet with GCC to discuss their
and programs. This is an on-going projsct,
11 be reported on at regular intervals.

Mr. uncan stated that this item should read "he stated

EXHIBIT 22
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118/87

119/87

120/87

- 121/87

122/87

123/87

89/87

whether or not the Authority wiii be reimbursed ior costs:
incurrad. S n

Navy Representafive:j

Mr. Duncan stnted that ha had no report to make at this
time. ‘ ‘

Controller

Mr. Pecon requested. the Board's approval to contract Mr.
Grennan as the sole source for the current contract for
insurance and risk mau:gcment consulting service,

Upoy consideration,‘the Sacrotary then MOVED, SECONDED BY
MR.! TUROSIK TO APPROVE THE REQUEST OF THE CONTROLLER TO
CONWRACT MR. GRENNAN .AS 'THE SOLE SOURCE FOR THE CURRENT
CONTRACT FOR INSURANCE AND - RISK MANAGEMENT CONSULTING
SERVICE. There bnins no cbjections, the motion was
thereupon carried.

The Controller then briafly went over the financial
statanents for the month of February.

A diwuussion thon fallowod on the cost of mailing the
power bills. Management was then tasked to look into ways
to save on the cost ‘to mail these bills.

Mr. Pecon then advised the Board on the Government of Guam
delinquent accounts.,  He outlined some options for the
Authority to consider regarding these delinquent accounts.

A discussion then ensued on the floor during which

Menagement was tasked with getting with BBMR to find out
what their cash position is a2s quickly as possible.

OLD BUSINESS:

There was no old business to discussz at this time.
NEW BUSINESS:

Budget Amendment

Miguses ‘ 4

J1

Jt

BF
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75/87

76/87

171/87

34/87

SP1-7/87

SP1-7/87

72/87

ROLL CALL
All Poard members wera present

REVIERW OF MINUTES/DISCUSSION OF MATTERS ARISING FROM
MINUTES

The Chairman announced that the f{rst {tam on the agenda
wae the approval of the minutes of February 18, 1987,

The Cha{rman stated that ha had requested a plan by today
from GMH thru Mrs. Tainatongo, Bosrd Chairperson. This
has not been forthcoming. He then taaked Mr, Pecon to
follow up on this matter, The Chalirman will send an
urgent letter requesting that action be taken tmmediately
by tha GMH Board on this matter,

When asked by the Chatrman whethsr there will De
discussion on prioritizing the CIP’'s at this meeting, the
Acting Genaral Manager responded that there would be no
discusaton at this session, howsver, hea {s planning to
{ncorporate this {tem w{th the O &§ M budget update and
tha cost contalnment measures t{hat are bei{ng proposed.
He hopes to be sble to present this shortly to the Board
for review,

On the Agat service relocations, Counsel Willlams stated
that this will require a lengthy discussion and
suggests this be a separate agenda item to be presented
after he has done further research.

Thg Controller asked for an amendment to the motion on
incressing the budget for Touche Rosa to be consistent
with the letter from Touchs Ross, which =saks for an
sdditiona) $25,000 out of pocket sxpensas.

The Chairman requested that this additional eamount be
addresasd formally after assuring that the budgeted funds
are avaitlable from the obfect account.

My, Pecon commentsd on the subject of the GovGuem
panalties. He 2dvised the Board that had provided
compunicetions to bnth the Depirtment of Interior and to
the Bureau of Budget and Management regarding the
Authority's dagires to collect the entire receivadle,
including the penslties as raqu!red under our tariff. He

J i n e ey »4[

BF /DJ
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indicated in these communications tre problims that would
be encountered by the Authoritv if these ipenaltias are
not patd, Mr. Pecon further 3sta‘el that he also
suggestad pavmsnt plana to BEMR, Mr. Reidy has returned
from Washington and the Controller hopes to hear from him 5
shortly ralative to what the status is, BP
28/87 The Cheirmsn then suggested that we defsr further
discusesion on this metter unti{} the next regular Board
maeting. :
79/87 Mr. Benavente advised the Board that all GovGuam accounts
are current with the sxception of GMH and XGTF. A letter
from BEMR i{s on (i{le, whereby BBMR/tha Administretion,
will be responsible for resolving KGTF's problems within| -
80-80 days.
: There baing nc objections, it was then MOVED, SECONDED
. AND AGREED TO APPROVE THE MINUTES OF FERRUARY 19, 1987 AS
\ WRITTEN, There baing no objections, the motion was
thersupon carrted.
REPORTS:
3/87 General Managar
The Acting General Manager, Mr. John Bepdvente gave a
report on the botler overhaul at Cabras A copy of this
report has been attached as part of theBe minuteas.
SL/87 Mr. Harnandez asked that Managemer(t give a courtesy call
to the memhera of the Board w evar thsre {g an tslend
wide powar outage. 18
82/87 The Acting Goneral Manag then prasented the Board with
a zafety report for ¢t months of Jsnuary and February
1887, A copy of th report has been (ncorporated as
part of these minutes,
A brief dlncua on then ensuesd on the floor relative to
the safety report, during which Msnagement was tasked
with finding“ways to decresase the number of accidents. JB
83/87 The Acifng General Manager them gave a report on| J3
sqQut t doen time. A copvy of tkis report (s attached as
f thegs minutes,

‘s Rnnyrt 1rvad for thisg remare on a ragulsr basis,




/

b
< 3
iy

.

\

o

AL

&

.
ey,

TE_LEX 8130

APPROVED

— —— e s o T i i M e

5T FGIER AUTEDRITY
BOARD OF DIRRCTORS MEETING
March 30, 1987

The Board of Directors of the Guam Power Authority met in a
specia] session on Mondav, March 30, 1987,i{n the Confsrence Room
of the Authority's Main Office in Agana, Guam. The meeting was
called to order at 5:3060PM by the Vice-Chairperson, Mrs. Doris
Flores Brooks.

Members Pressnt: Dnris Flores Brooks
Nancy T. Leoen-Guerrero
Luis Hernandez

Charles Turosik

Members Excused: David J. Sablan

Management Present: John Benavente
Bruce Pecon

Staff Present: _ Jos Taitague
Annette Donner
Juliette Ybarra
Frank Chargulaf

Navy Representative: Robert Duncan
Obsarvers: Dutch Van Dox

Media: Tribune

CYLIMT A

RSO b ESS & ¢

s GUAM POWER AUTHNRITY

P.G 30X 2977 AGANA, GUAM, Ui 54510.2077

Y

]



Sl

March 36 1387

Minute
No,

Ref
No.

Minutes

Py e

Acty

The Acting Chairperson, d¥Mrs, Doris Flores Brookes snnounced
thst the Chelcuwsn, Hr., David J. Seblan wes currently off
island.

The Controller then provided the Board with an arrearsge
summary velotive to the Govermmant of Guem delinquent
accounte and settlemont plan assumptione. A copy of this
presentaiton hzs been attached zs part of these minutss.

A Promissoyy Nete wus then presentad to the Board to be
executad botween thoe Gomm Power Auothority and the
Govornmsnt of Guazm to satisfy their delingsant accounts.

A copy of thin nots his been attachad as part of these
minutes.

Mre. Brooks noted that we are collecting appreximatsly
¢¢.2 @millien in penaltiea und 5, | million against matered
sales.

Upon corsiderztion, Mr. Hernandez then NOVED, SECOMDRD BY
MR, MIITOAPPWVHMMISSMMTDEW
BETWHER TER GDAYM! POTER AUTEORITY AND TEN GOVERSNT OF
CUAM, There daing no objections, the motion wae carrisd.

Managexont wne than tesked with ceming vp with a revised
cash peeition besad upon thias Note.

A dlscussioa then followsd on the floor relative to the
notice givem to the FOC relative to tha possible rate
change.

Mr. Hersasdez then ¥OVED, SECONDED BY NANCY LECR§ GUERRERD
T0 TAKSE DEFIRITE ACTI(R TO WITHDRAW OOR NOTICE FWE{ THE |
m:c GTILITIEZEE OGMISSION IF THE PRIISSCRY NOTR IS

BB BY T GVEOEREOR Or GUAM., There beirg npo
ohfactioaa the motion wag carried.

A diaea&siva P xprasd on the {floor rciltiw te the
sezxtonzly delinansat accounts of tha Coasw Nemorizl
g 1 AR

Theora Bolmg ns Scoivor aiitace (e hring befare the Resod,

Coghe wweiing wis ows adiascued st @ 36MA,

;
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121/87

148, During this discuseion, Mr. Banavente zdvized the
Board thet there will bs a hearing on this hill and he
will be there to give teatimony on this bill and to
voice GPA'a support. '

The Board asked for & written copy of the testimony.
Mr, Benavente then advised the Board that the draft has
been completed for the Annual Report. He hopes to have
the draft to tho Boerd no later than Priday.

A dlascussion then ensued on the !100: relative to cost
containment,.

Controller

Mr. Pecon asdvised the Board on ths possibility of using
the *®"bulk rate" category in mefling out customer
billings. Duri{ng his research, he found that this was
not the firet time this subject was raised, but it was

we have in fact, recefved this rate and should be able
to use thie rate during ths month of April.

A discuseion than ensued on the floor relative to this
subject, during which {t wes suggested by the Board
that Management -Iook {nto the possibility of
implementing & suggeation program to reward employees
for coming up with coet saving {deas.

Mr., Pecon then advised the Board that there was input
on the Pedbruary financisl statements that was not
‘provided at the lzst Boerd meeting. This has been
‘attached as pert of thege minutes.

On the PY'A§ pudit, Mr. Pecon advised the Board that he
has talked with the suditors whe have received copies
of the signed Promissory Note. They will be making a
finzl adjwiting :ournal entry on the books. However,
they are ,ﬁnuﬁting_ word from the Department of the
Interior &: to whe'her or not they are golng to declare
GFA tn defomly, B: svated that he hopes to have this
resmived pooiee fo the napt Board meeting.

Mr. Pecanm ;ﬁgn wvent on o advise ihe Bosrg thail ae hed
ke w th  tae @ controller, During this

spo
{ conversatf n, Mr, Srhepard sdvised him that unlegs

e e R e o g b
j - ;
po

never followed up. He further advised the Board that

S RA ST

JB
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add!tiona) rate Increases are given to GMH, they ezpsct
that they will make no pavments for the remainder of
this fiscal year., The GMH Board will address this at
their next meeting.

139/87 A discussion then ensued on the floor relative to this
subject during which Management was tasked with
providing the Board an update and recommendations on
this subject at the next Board meeting. MG
A discussion then followed on the floor relative to the
footnotes on the draft audit.

Legal Counssel .

140/87 44/87 Counsel Williams then provided the Board with an updgte
on the status of those vendors that have beesn convjcted |
of white collar crimes agalnst the Government of{ Guam ;

~He presented the Board with three lists: i
* Those vendors who have been debarred.
. Those vendors whose debarment ig pending - if
" they do not respond, they wil} automatically
be debarred. '
* Those vendors who should debarred.
These 1lists have been attach as part of these
minutes.
» I

141/87 A discussion then ensued the floor concerning this
subject during which the fiames of former GPA employees
who were convicted of white collar crimes against the
Authority were inclugéd on the listing for those to be DW
debarrad. !

142/87 Counsel was taskéd with providing an updated listing of DW
proposed venipfs and individuals to be debarred at the
next regulir-neeting.

143/87 Counse! as &lso tasked by the Board to provide a DW

| wtetus ~n =217 swtstanding claims against the Authority |
i i gt thyoaxt Horod mreting, :
i ¥ .
i i e
%
144787 |Mavy & presentative

N

m scan advised the Board that the Navy has sent

VO P RI—.
4
a |
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responges on the Authority's questions on the proposed
generator and joint manning criteria.. -
O1L.D BUSINESS:

.45/87  |SP4-4/87 | Promissory Nots
The Cecntroller advised the Board that two Promissory
Notes were signed by the Governor. One was for metered
sales and penaltifes thru FY' 86 and the other was for
FY'B7 penalties. A copy of these Notes are attached as
part of these minutes,

46/87 FY'87 Cash -
Mr. Pecon then advised the Board on the FY'87 cash
position. A copy of this presentation has been
attached as part of these minutes.

A discussion then followed on the floor relgtive to
this subject.

47/87 24/87 Upon considaration of the prese tion by the
Controllser 1t was then MOVED, SE AND AGREED TO
WITHDRAW THE NOTICE TO THE PUBLIC ILITIES COMMISSION
RELATIVE TO THE PROPOSED RATE . There being no
objections the motion was unanjithously carried.

48/87 Management was tasksd with firafting the letter for the JB
PUC for the Chairman,

49/87 Related Matters
Mr. Hernandez ask8d Managemsnt for a report on human
resources dsveldpment. He stated that the Board s
interested i accomplishments by the employees :nd
would like tp” recognize those employees.

A brief discussion then ensued on the floo® duriny
which M. Benavente stated that he would advise the
Boerd #n this 27 ifte next regular meeting,
rd .
0787 Thada heire no fuyrether business to bring be‘ore the

v

Be'srd, the meering was adjourned at 8:10PM,
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177/87 The Chairman then announced thst the firet {tem on the

agends wes the review of the minutes of Aprll 15, 1887,

y57/87{ Mr. Pecon noted that this ltem should be corrected to
resd "Mr, Todd Smith ........" . SS

178/87 h71/87 Mr. Pecon then advised the Board that discussion on the
bad debt write offs would be deferred until the nsxt
regular sesaion,

APPROVAL OF MINUTES:

179/87 Upon consideration, Mr, Turosik MOVED, SECONDED BY MRS.
LECN- GUERRERO TO AFPROVE THE MINUTES OF APRIL 15, 1987,
SU_JECT TO CORRECTION AS NOTED. There being no
obj:ction, the motion was carrled.

REPORTS:

180/87 Actirg General Manager

Mr. Ienavents, the Acting General Manager gave an update
on the correspondence that had been received by the
Authority 2nd our responses. Copies of these letters
hsve bten sttached as part of these minutes.

181/87 $P4-4/87Mr. Benaivsnte then advised the Board that the first !
payment orn the GovGuam Promissory DMNote had Dbeen |
recaived.

{

;
182/87 195/87] Mr. Benavente then advised the Roard on Este Later
Chgrters. He stzted that they sre not completely moved l
from our property s they were asked to do. !
183/87 The Boeard then instructed to get with Counsel to send an l
Eviction Notice to Esta Later Charters, i
¥r., Bensvente went on to sdvise the Bosrd ¢t %
Autheriis Wes Zeen unsble to obtein biddere to pisce ihe
Peres @y UxErme oy resp unsutherized Individuslisz out of

e aide.

[
1
a
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79/87

172/87

o

3

,Management ¥as inatructed to keep the Board advised on

this situation.

The Acting Generel Managqr then presented a2 report to
the Board from Mr, Wi{lllam Quichocho, Menagsr, Customer
Services regarding the opening of the Southern Satellite
Office. A copy of this roport it lttcched a8 part of
thess minutes. -

There were no. objections frum the Board, and the opening
of the Satellite office is planned for the nesr future.

Mr. Benaventa reported to the Board the Mr. Tom Fritts
is on island beginning the snaske astudy. The Board will
be kept informed regarding his progress.

Mr. Benavente advised the Bosrd that supplementsl

sppropriation is in the works to address the KGIF

situation.

The Board instructed Manigam?nt tc check with the

- Genersl Manager of KGTF to sse if there are any funds

thst can be used to begin psying on their power bills.

The Acting General Manngat then requested Board approval.

an Anniversary Week picnic.

ive to this
VED, SECONDED

A discussion then ensued on the floor re
request after which Mrs. Leon- Guerrerg
BY MR. TUROSIK TO CONTRIBUTE $5.00 P EMPLOYEE TO THE
GPA EMPLOYEE'S ASSOCIATION, TO BE USED FOR MEMBERSHIP
FEES (NON-MEMBERS) AND [UES (MEMBERS). There being no
objections, the motion was csarpfed.

advised the Board that he
with 8 proposal at a later date
, after he has had time to analyze
the utilization of vehicles.

The Acting Generai Mans
would be coming to th
regerding the vehicl
3 system to monit

segerted that the audited <finencial
Rrxan trsusmitted to our lend:r prior io

e st

— e
LV

MGMT

MGMT
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79/87

95/87
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Mr. Benaventes went on to advise the Board that 8 ribdon
cutting ceremony wiil be held on June 2 at 1]:30AM,

The Chairman asked thazt a letter be drafted -for his
signature to be sent to the Agat Commissioner thanking
him for his support in setting up the office snd
inviting him to the ceremony.

The General Manager then advised the Board on
gensration pesks. A copy of the statistics are
attached &ss part of these minutes,

Mr., Benavente then advised the Board that the
Anniversery Picnic has been rescheduled for June 7 at
the Port Authcority Beach.

The Genersl Manager then reported that he was able to
speak with KGTF regarding psyment of their delinquent
power bills. Unfortunately, they just do not have the
funds to maks even token payments. However, payment of
these bills are provided in the supplements]l rsquest
submitted by the Administration. A public hearing will
be held on this on Mondsy, June 1, The GMH
supplemental is also included in the packags.

On the subiect of ESTA LATER Charters, the Geners)
Manager advised the Board that they have moved the
large building from the area, although it 1is not
completely off the property, He further advised the
Board thst we do have a Purchase Order for $4500 to

replace the fence at Cabras. The fence will be

installed next week, as will the fabrication of the "No
Trespessing” signs.

The General Manger then went on to advise the Board

that the new owner of the Kadens de Amour had requested
that he be allowed to moor his boat on our property
untfi! August uentil repairs are made. Mr. Benavente
stated that he advised him by letter that he would have
to move hiiz Dogt no later then June 1 snd referred him
to the Port. Copies of these correspondences have been
sttached as part of these minutes.

The Gemarzl Nansger then provided zn update on the
rextose of  the  Gusm  Memorial Hospital delinquent

gcenunts.  The GWM dysia ol Truriteoos had p meeting and
decidad to give foken perments o GH to go towsrds

MGMT
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l4/87

15/87

16/87

117/87

paying their delinquent power bills. He asked for a
letter from GMH stating their intentions but es of thig
time it has not bsen received.

The Chairmen stazted that if we do not heve their
official position relative to the repayment of their
delinquent power bills by our next mesting, he would
recommend implementing the conservation messures
discusssed previously.

Mr. Hernandez recommended Management attend esch OGMH
Board meeting.

Mr. Benavente stated that he would personally attend
the next GMH Board meeting,

Mrs., Brooks then recommended that Msnagement attend the
Public Hesring on the supplementsl appropristion sand
ask that GPA be given the funds for the delinquent
power bills directly for GMH,

Capital Projects Reports

On the subject of majorbprojects, Mr. Benavente advisge:
the Board the the Cabres Power Plsnt painting contr
was awarded to GOROLCO at $387,000.

He further advised the Board that the P213
Barrigads Heights extension was award
Pacific Electric with a3 completion dat
1887,

rrigada to
to Western
of Octoder 17,

that the bids for the
ed on Msy 28 with an
llage meeting is planned
that village what is being

He went on to advise the Board
Agat upgrade sre being solic
opening dete of June 30. A
to sdvise the residents o
dons.

Controller

Mr. Pecon highlighted some points on the Anril
financial sesicmamng |

Hz thee ﬂﬁw4 or ¢o gevize the Bosrd on items {dentified
in the Minsgement Letter from Touche Ross 8s nerding
actions” Coplas of thiz presentation has been att:ched

:i/ga t of thees minutes. ,
" briaef discussion then ensued on ths floor relntifs to

MGMT
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GUAM POWER AUTHORITY
BOARDY OF DIRECTORS MEETING
June 03, 1987

The Board of Directors of the Gusm Power Authority met in a
regular session on Wednesdav, June 3,1987,in the Conference Room
of the Authority's Main Office in Agana, Guam. The meeting was
called to order at 6:00PM by the Chairman, Mr. David J. Sablan.

Members Present: Dgvid J. Sablan
Doris Flores Brooks
Nancy T. Leon-Guerrero

Members Excused: Charles Turosik
Luis Hernandez

Management Present: John Benavente
Bruce Pecon

Staff Present: Joe Taitague
William Quichocho
Annette Donner
Juliette Ybarra
Teresita Fabila

Legal Counsel: Merideth McDermid
Observers: Dutch Van Dox
Medisa: Tribune
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June 3, 1887
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, ROLL CALL:

35/%7
The Chairman noted that Mr. Turosik was off island and
Mr. Hernandez was ill. Members present constiuted a
quorum,

SH/ET REVIEN OF MINOTES/DISCUSSION OF MATTERS ARISING FROM
NTRUTES:

The Cheirmen then stated that the next item on the
agends was the review of the minutes of May 27, 1987,

17/87 Upon consideration, MRS. BROOKS MOVED, SECONDED BY MRS,
LEON GUERRERO TO APPROVE SUBJECT MINUTES SUBJECT TO
CORRECTION. There being no objections, the motion was
carried.

8/&; The Chairman ssked that the General Manager send out a
letter to the Customer Service Staff to thank them for
their support and the food that was donated for the
ribbon cutting ceremony.

REPORTS
9/87 General Msnager

Mr. Benavente asdvised the Board on the status of the
Power Pool. He stated that he had spoken with Captain
Everette, who indicated that the tentative date of June
22 for the 40% negotiations is not a good date. He
asked that we consider the week of July 13 for these
negotiations,

The General Manager then wert on to advise the Board
that the Anniversaryv picunic is scheduled for this
Sunday, June 7, 1887, .He sta'ed that invitations were
extended to the Gove:rnor, Lt. Governor and Captain
Olsen. |

On the subject of Cusw Msmorial Hospital, the General
Managey advised (he Sverd thst “he GMH Bosrd of
Trusgtees hed zgrawd - give GPA $10,000 towsrd their
delinquent power biiis  However, to date, this has not
been received. My, Do :vente furtler advised the Board
that he had attended 1his meeting and expressed the
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41/87

42787

45/87

Action

disappointment of GPA's Board that no repayment plan
had been recaived as requested, He stated that this
plan would be forthcomingas would the payment.

A discussion then ensued on the floor relative to this
subject.

The General Manazger then advised the Board that the
parking lot which the employees and customers had been
using had been closed by the owners because no contract
had been executed for the use of the land. At this
time, the Manager of Customer Services is negotiating
with the owners in order to resolve this issue,.

Mr. Benavente also advised the Board that another
payment had been received toward the Promissory Note
executed by the Government of Guam for repayment of
their delinquent power bills,

Controlle

The Controller briefed the Board on overtime, annual
and sick leave usage by the Authority. A copy of this
report has been attached as part of these minutes.

A brief discussion then ensued on the floor during
which the Bosrd asked for further investigation as to
the reasons why we 38re averaging so much overtime and
research way in which overtime can be reduced.

Legal Counsel

Mg. McDermid, pursuant to a request from the Board,
provided an opinion on Request for Proposals for Audit
Services,

Mr Peton suggested that the 3ourd form an Audit
Committee for the selection of Audit Services for the
Authority,

Thers were no oHieil.any Jrom the Board and an Audit
Committee wag frorwed n2-ineo Nancv leon Guerrero as
Chairperson with John Berivente and Te-esita Fabila as
members. Coungei Mclerm! . was appointed trustee of the
bids, :

-

BP
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47/87 Mrs. Brooks suggested that prior to releasing the W
solicitation, Counsel should check it to insure that !
all legal requirements are satisfied.
There were no objections,
Navy Representative
Mr. Duncan was off island. E
I
|
OLD BUSINESS:
Stone § Webster Study
8/87 | | = - —=
Pursuant to the request made at the previous meeting,
Mr. Benavente provided further information to the Roard
as justification on Stone & Webster's recommendation
for the new generating unit,. A copy of this
| presentation has Dbeen attached as part of these
' minutes,
9/87 Cash Trends
Mr. Pecon advised the Board on FY'87 Cash Trends which
| was deferred at the previous meeting. A copy of this
| presentation has been attached as part of these |
| ! minutes. f
| | ;
oo ! A brief discussicn then ensued on the floor during
0/87 ? i which Management was trequested to provide a copy of the ! 37
g ! Touche Ross report where the costs connected with |
i l implementing the Ernst & Whinnev recommendations are
§ . outlined by fiscal vyesar. ;
! [ 4
| |
| | NEY BUSINESS: |
! !
1/87 | Borrowing Authority |

——— e e 0 e o e ——,

ieeiler ihen advised the Board ths! becaust GPA
WA e wed b L sRUE Y tevm Dorrowing, L. €hpuscn e
Authority e 2 cash flow crisis, acc rding to a

statement made by Ernst & Whinney. He & ated at the
present time, he is locking for a facii tyv to offe:

P RN
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12/87

3/87

‘51/87

5767

6/87

7/87

Action

these services. A copy of Mr. Pecon's presentation is
incorporated 8s part of these minutes.

Mr. Pecon requested the approval of the Board to
solicit proposals for this service within the next few
days and will advise the Board on the outcome at the
next regular mesting.

Upon discussion and consideration it was then MOVED BY
MRS. LEON GUERRERO AND SECONDED BY MRS. BROOKS TO GRANT
THE REQUEST OF THE CONTROLLER TO SOLICIT PROPOSALS FOR
A FACILITY FOR THE PURPOSE OF SHORT TERM BORROWING,
WITH THE ONLY EXPENSE TO BE INCURRED BEING THE COST OF
THE NEWS ADVERTISEMENT. There being no objections, the
motion was thereupon carried.

Mr. Pecon further advised the Board that if we werse to
begin short term borrowing, Counsel has advised that
according to the Federal Financing Bank, this new debt
would have to be included in the Debt Service Coverage.
The FFB has been notified at the request of the
Chairman to ssk for a waiver or -amend this.

Budget Transfer Authority

The Controller gave a brief overview on his request for
budget transfer authority. A copyv of his presentation
has been incorporated as part of these minutes.

Mrs. Brooks suggested that we use a 10% guideline
instead of the 25% requested.

Upon considersation it was MOVED BY MRS. DORIS FLORES
BROOKS AND SECONDED BY MRS, NANCY LEON GUERRERO TO
GRANT BUDGET TRANSFER AUTHORITY TO DIVISION MANAGERS
WITH THE PROVISO THAT NO MORE THAN 10% OF THE TOTAL
DIVISION'S NON LABCR BUDGET TO TO BE TRANSFERRED WITHIN
EACH DIVISION AND TO ALSO GRANT THE GENERAL MANAGER THE
AUTHORITY TO TRANSFER NO MORE THAN 10% OF A DIVISION'S
NON LABOR OO8TE TOC ANOTHER DIVISION. There being no
objecticns, the motion was carried,

FY'8E Budge? Duidelinas

— et s o o, s it D e e s s Y e e et e

Mr. Pecon advized the Board on those items that the
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39/87

»0/87

’1/87

b g i

Action

Board may want to provide further input on concerning
the FY'88 budget. A copy of his presentation has been
attached as part of these minutes.

Mrs. Brooks then commended the Controller for his
efforts in preparation of the FY'88 budget. She stated
that he seems to have a firm handle on the
preparations.

NEW BUSINESS

Schedule "C" 92 Rate Schedules

The Chairman then advised that the next item on the
agenda was Schedule "C" - lste payment chirge. A copy
of subject schedule has been attached as part of these
minutes. Public Law 18-48 has changed ‘the penalty
charge to 1% per month on the outstanding Goivernment of
Guam bills. Schedule "C" {s presently in our Rate
Schedule charging Government accounts a 5% penalty on
accounts that are not paid within 15 days, and can be
construed as a substitute  for disconnec'ion. The
Chairman stated that this should be removei from our
schedule and we should follow the provisiony of Public
Law 18-48 only.

A discussion then ensued on the floor during which
Counsel McDermid advised the Board that althovgh the
Authority does not need PUC approval to make this
change, we do need to have 2 public hearing on the
matter of removing Schedule C.

Further discussion ensued on the floor during which
MRS. NANCY LEON GUERRERC MOVED, SECONDED BY MRS. BROOKS
TO HOLD A PUBLIC HEARING ON SUBJECT SCHEDULE AND TO
COORDINATE WITH THE PUBLIC UTILITIES COMMISSION ON THIS
MATTER . There being no objections, the motion was
carried. ‘

Management wasg Iinstructed to (raft a letter to the
Public Utilities Commission advising them of our

v b ooy e ¥
SnTent.,

Travael Reguest

—————— i e R

Tk~ General! Manager requested approval to send Mr.
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54/87

35/87
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Felix Cruz off island for trsining. A copy of the
General Manager's request is attached as part of these
minutes.

A brief discussion then ensued on the floor during
which the General Manager stated that he would work on

a plan to bring off island training requests before the
Board quarterly,

It was then MOVED BY MRS. LEON GUERRERO AND SECONDED BY
MRS, BROOKS TO APPROVE THE REQUEST FOR OFF ISLAND
TRAINING AS MADE BY MANAGEMENT. There being no
objections the motion was thereupon carried.

There being no further business to bring before the
Board, the meeting was adjourned at 8:55PM,

ATTEST:

Nancy T. Leon Guerrero
Secretary
Board of Directors
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Mr. Sablan stated thst he would follow up with the
Governor con :h2 progress of the transfer of assets,

A discussion then ensued on the floor relative to this
agenda during which the Board instructed Management to
inform Captsin Everette that we have no problems with
the way the agenda is set up, however, we would like to
discuss upon our arrival in Honolulu, the structure.

Mr. Bensvente then went on to advise the Board that
Greg Tarasar wil!l be coming in the week of June 28 for
some initia: Dbriefings prior to the negotiations in
Honolulu.

The Board then decided to hold the meetings on June 29
§ 30 at 5:30PM.

Mr. Hernsndez then MOVED, SECONDED BY MRS. BROOKS TO
CHANGE THE DATES OF TRAVEL FOR THE 40% NEGOTIATIONS TO
COMMENCE ON JULY 11. There being no objections, the
motion was thereupon carried.

Mr. Benavente then presented the Board with 2 letter
from the Chairmen of the Board of Trustees of the Guam
Memorial! Hospital. A copv of this letter hss been
attached as part of these minutes.

A brief discussion ensued on the floor during which the
Board expressed their concern that GMH has given no
long term solution to their problems, and that there is
no alternative {f the Legislature does not give them an
sppropriation.

The Chairmsn suggesied that we tell GMH that GPA will
accept 10% of their past due billings as outlined in
their letter, pending receipt of an appropriation from
the Legislature, but on the condition that thev remain
current on their current meonthly billings.

Management wass instructed to draft 8 letter to GMH to
this effect.

The empox! Moaszoo vhen zdvised the  Board on  the
status o¥ tha & iss snd Regulations. He stated
thet Counge i o cwing (o8 draft at this time.

Upon censidar:iion 17 were then MOVED BY MR. HERNANDEZ

MOMT

NN
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s/87 Mr. Pecon provided a brief overview of the Financial
Statements for the month of May 1987, A copy of this
statement has been attachd as part of these minytes,
16/87 113/8] The Controller then advised the Board that Peat Marwick
has identified a source of information for the PETROMAR
audit,. This has been slowing down the project. A
final report should be submitted within the next month MGMT
or so.
Legal Counsel
Counsel was not present at this meeting.
B7/87 Mrs. Brooks asked Management to check on the cost of
the debarment proceedings as requested earlier of LEGAL
Counsel. ' :
Navy Representative
Mr. Pangelinen, who was representing the Navy Public
¥orks had no report to make at this time,
OLD BUSINESS:
Schedule C Public Hearin
'88/87  |259/8] = =
The General Manager provided copies of a letter which
was sent to the Public Utilities Commission. A copy of
this letter has been attached as part of these minutes. 3
189/87 Mr, Benavente went on to advise that a Public Hearing f
on this matter may be held on August 6, 1987 and that ;
they are trying to keep the cost down as much as IMGMT
possible. |
290/87  |251/87 Borrowing Facili-v |
The Control er prctided the Board with a letter from i
t

-
Arthur M. Ge’bher & (mpany who responded to our request
for <3 e S-X1E - o professional services for tle
placewent o &+ sheri term berrowing facility. A copy
sf *hkig - *eor has been attached as part of these
minutes.
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329/87 ROLL CALL:
The Acting Chairperson Mrs. Doris Flores Brooks noted that
the Chairman, M¥r. David Sablan was off island,. Members
present constituted a quorum.
330787 APPROVAL OF XMINUTES:
The €irst item on the agenda was the approval of the minutes
of July 1, 1887,
Upon consideration, it was then MOVED BY NR, HERKAMNDEZ ANXND
SECO¥DED BY MR. TUROSIK TO APPROVE THE KEINKUTES OF JuLY 1,
1987 AS PRESENTED. There being no objections, the mction was |
unanimously carried, !
131787 REPORTS : {
General Manager
182/87! The General Manager gave an update on the Tanguisson oil
spill. He reported that they are nearing the final contract
negotiations with Battelle. It appears that representatives
from Batelle will be on island during the first or second
week of August to begin the iIinvestigarions into this spill
and to provide recommendations on recovery of this oil.
ﬂPbJ/é?"r' Benavente went on to advise the Board <that bids have
been received for the Agat 4KV upgrade, It appears that we
| | wi1l be awarding this contract <o Western Pacific at
; $163,000.

259/8%7 The General Manager then advised the Zcard that the Public

Utilities Commission has requested to move the Schedule "C"
hearing until August 13, They are tryving to get the members
togathar for this hearing.

306/83 Mr. Benavente reportcd to the Board that negotiations are
with

stili on-geing T C0 for GPA to store $12.00 per barrel
fuel in their ::orzge <anks. An amendment to the existing
contrazet has Lz n preprred, and once a price is agreed on,
this anendment

Br. Basmgvents Yurthsr advised the Board that he  has
coptasted the T 0 -4 to whetver this contract would have to
be approved by hem. He was told that since thls contrace
would not incre se the rates, but would mean a significant

EXHIBIT .&4

et b s e (o s
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made in getting the system back on-line.
The General Manager stated that he would make an effort to
contact each member in the event that ¢there {s ancther
island wide power ocutage.
A brief discussion then ensued on the status of GMH and
their delinquent power billings,. The General Manager
advised the Board that no response has been received to our
letter to the GMH Board of Trustees,.
The Acting Chairperson suggested that a follow up letter be
sent to the GMH Board of Trustees and alsc to the Governor
regarding the status of the appropriation. MG
A brief discussion thenr followed on the status of the Annual
Report., The General Manager stated that he would ensure
that the Board had a copy of the final lay-out of the report
no later than Friday. B MGMT

335/87 B11/87] It was then MOVED BY MR, HERFANDEZ TO RESCIND THE PREVIOUS
MOTION OF TYHE BOARD INCLUDING THE PICTURES OF THE CURRENT
BCARD OF DIRECTORS IN THE ‘TY'87 ANNUAL REPORT. THE NOYION
¥AS SECONDED BY NR. TUROSIK. There being no objections, the
motion was thereupon carried.

336/87 Mr. Hernande: commended the employees for their efforts in
bringing the system back on-line after the power outage
yesterday. HR. EERYAEDEZ THEN MOVED, SECONDED RBRY NRS. LEON
GUERRERO TO SERDP A& LETTER ON BEHALF OF TBE BOARD OF
DIRECTORS, WITE THRE CHAIRMAN'S SIGNATURE. TO THOSE EMPLOYEES
WHO YORXKED TO 32I¥g TEZE SYSTEM BACK ON-LINE AFTER THE ISLAXD
HIDE POWER CUTAGCE COEHEXDING THEM FOR THEIR EFFORTS. There
being no objections the motion was carried. S o

337/87 Actiﬁ‘fContrellcr Repcrt
¥rs., -FTabila, who 1 actigg_ in the capacity of Aéting

~Controller, provided the Bohard with a recap of the June
| financi{al stavement.
‘g Mmgmm vor fusErvesas °r follow up with DOE regarding their dalinqueni
billings . (6
1mgr aegmg tcuhsol

Ccunscl McDarsid tl:n prcvided the Board with a legal
opinion relative ts the Navy's charges of "confliect of
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ROLL CALL:

The Acting Chairperson, Mrs. Doris Flores Brooks noted
that Mr. David J. Sablan and Mr. Charles Turosik were
currently off iIsland. Members present constituted a
quorum.

APPROVAL OF HIRUTYES:

The minutes »f June 17, 1987 were then presented for
approval.

Upon consideretion it was then MOVED BY MR. HERNANDEZ
AND SECONDED BY MRS. LEON GUERRERO TO APPROVE THE
MINUTES OF JUNE 17, 1887 AS PRESENTED. There being no
objections, the motion was carried,

REPORTS:

General Manager

Mr. Benavente then reported on the status of the PEDCO
fuel contract. He advised the Board that he is
presently working with the XNavy to store approximately
200,000 barrels of $12.00 per barrel fuel prior to the
end of this fiscal vyear. This would represent a
savings to both Navy and GPA custopmers since the price
of fuel Iis «expected to rise during the month of
October.

The GM then went on to advise the Board on the status
of Guam Memorial Hospital. GPA has received 10% of
GME's current biiling as they had promised.

The public hearing on Schedule "C" is proceeding o
scheduvle for August 6, 18B7, Management will b
providing & dvafr of written testimony to be prescniod
at the publ

D3

iz hearing dy the next Board meetin;.

tiad vie %espd that he has been asked '
; committer presentliy <. nducting
3% vagerding Table TV, He will he
covcerning the pole attachwent oo tvant

MOMT
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presently before =he Legislature. He stated that he ;
would advise the Board as developments occurred. i
, | !
214 /87 5p4-3/B7 T Pecon further advised the Board that we have %

315/87

316/87

317/87

318/87

87/87

received another payment on the Promissory Note and
that all GovGuam agencies, with the exception of GMH
and KGTF, are current.

Legal Counsel

Counsel was not present at this meeting.

Counsel did however provide the Board with requested
information regarding the cost of the debarments, A
copy of this correspondence has been incorporated es
part of these minutes.

Navy Representative

The Acting Chairperson asked Mr. Duncan if the Navy
still plans to build the 20 megawatt generating unit.

Mr. Duncan advised the Board that his meeting on the
Mainland was & pre-proposal meeting., This meeting did
not address financing, which was submitted in the FY'88
budget which will go before Congress. He stated that
the size of the generating unit will depend on
whatever funding Congress provides.

Mr. Hernandez asked if the Navy had any specific
concerns at this point regarding the upcoming u40%
negotiations.

Mr. Duncan stated that at this point, he was not aware
of where the meetings were to take place.

Mr. Benavente stated that he would be sending a letter
to C:ptain iverette first thing in the morning.

Mr. Hernand-z stated that Navy should voice any
concerns wii~ 1 The next week in order that they may be
addressed pric:s o =he meeting. -
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3787 |  ROLL CALL:
The Chairman, Mr. David Sablan called the meeting to order
at 5:40 PM, He noted that Mr. Luis Hernandez was off
island.
i REVIEW OF MINUTES/DISCUSSION OF MATTERS ARISIRG FROM
6/87 | HINUTES :
The minutes of July 22, 1987 were then presented for
approval. Upon consideration, Mr. Turosik then moved,
seconded by Nancy Leon Guerrero to approve subject minutes
as presented. There being no objections, the motion was
thereupon carried.
REPGHRTS :
1/87 General Manager
332/87) Mr. Benavente then reported that there is no finsl report
on the recent island wide power outage at this time.
i i However, at this time, the cause sappears to be the:
1 instability of the units at Cabras and Piti.
|
| i  The General Manager then reported on the Piti PCB cleanup.
| ! He stated that the Navy is beginning massive cleanup
! . . .
i . procedures. The estimate for cleanup is approximately §2
| i million. The Navy has received about $1 million in Federal
; § funds for the cleanup.
5
§ i Management was tasked with keeping the Board informed on
i i this matter,.
ym/gi Mr. Benavante then advised the Board that the public

e e ot iy

s i i 1 4 e o P G

hearing or "Schedule C" 1is now scheduled for Tuesday,
August 14, 987 at 7:00PM at the Legislative Session Hall.
A tegstimornv has been prepared for the Chairman which has
been incorpcrated as part of these minutes. . The Generzl
Msnyger stal.? that he has spoken with the Chiirman of *he
PUC, and ths: this should not be a lengthv hearing, and
the ost shoeuld De minimal to the Authority,

Hy Then

bk

Cyie fe the Board on the status of the
supr emental apprepriation for GMH,KGTF, and DOE, Hearings

EXHIBIT A 4/
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52/87

68/87

are still being held at the Legislature on this subject,

The General Manager informed the Board that the 80%
briefings will be held beginning August 29 at the Pacific
Star Hotel. :

He went on to inform the Board that Mr. Greg Tarasar will
be on island during the week of August 16 for briefings to
prepare for the 80% review., He will schedule a date with
the Board for this briefing.

The Chairman then asked for the status of Esta Later
Charters and on the essements for Leo Slotnick.

Mr. Benavente advised the Board that Ests Later has moved
from GPA property and the fence was erected July 27. The
Kadena de Amour has also been moved. There are presently
two crafts remaining, and one belongs to the Port., Mr,
Benavente stated that efforts are being made to get thess
boats moved from the area.

He went on to advise the Board that estimates are being
gathered to grade the road leading to our property,
therebv easing the traffic onto Mr. Slotnickts property.

Management was tasked with keeping the Board advised on
these matters.

e o e i ey s

Mrs. Fabila advised the Board that the budget schedule is
being followed and will be presented on time.

The Acting Controliler provided the Board with 8 billing
summary for government accounts. A copy of this summary
has been attachad as part of these minutes,.

Eg&ai Counsel

Sy, T

: . - ; - S0 B PRPTO IS . 3 . -
The Boazrd zinied 00t during the remainder of the nower

oy during
pool negoriations, (hey would feel more comfortable with
having Counsel present.

MGMT

| MOMT
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[ NPt

S U



»
()
C

~3

[Le}

August 1

Page 1 fogm
g b Uﬁ %
Raf i
g Minutes laces:
ROLL CALL: -
'The Chalrmesn noted thst Mrs. Brooks was off island.

REVIRY OF MINUTES/DISCUSSION OF MATTERS ARISING FROM
RTROTES

The Chairman then announced that the first {tem on the
agende was the review of the minutes of August 5, 1987,

rs. Leon Guaerrero noted that a correction should be made to
inute #382/87. The word "previous” should be changed to
"eurrent”,

Upon consideraztion, it was then Moved by MHrs. Leon Gaerrero
snd ssconded by Mr. Turosik to approve the minutes of August j
5, 1287, subject to correction. There being no objections,
ithe motion was thereupon carried.

REPOHTS :

General Manager

Mr., Benavente then updated the Board on the status of the
" |investigstion into the cause of the July 21 island wide
powsr outage and also the status of the Cabras repasirs.

The General Manager then went on to advise the Board that
the Public Hearing for the elimination of Schedulie "C" was
conducted last evening. We should be hearing from the PUC
on this matiar in the nesr future.

On the subject of the GMH,DOE and KGTF appropriation, the
Geners! Manager advised the Board that he had reviewed Bill
478 to insure that the appropriations are adeguate and it
sppears that GMH will be approximstely 350,000 short. He
has met with Johs 3osario to discuss this sfitustion, who
indicated ths: thev will come up with the funds and intend
to come currst im their accounts., Hopefully, by the next
Bosrd meetiny 2!] £~ ernment accounts will be current l

Mr, Baspszventc then aave an updste on the Casbres Igland
Mzring. A% szrzoot there ie one boat remaining which
belongs to Jju ior Ferez. He is in the process of moving it.
However, the Port 1s requesting permission to Kkeep their
bost thsre = this time. They are looking into selling it.

AT H T
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ROLL CALL:
|

The Chairman noted that a quorum was present to begin the
meeting,

REVIEY OF HINOTES/BISCUSSION OF MATTERS ARISING FROM .
MIRUTES:

The minutes of the August 19, 1987 regular meeting were then :
reviewed.

The General Manager then advised the Board that the Chairman
of the Public Utilities Commission 1s considering scheduling
a meeting the first week of October to discuss Schedule C,

Mr. Benavente further advised the Board that a check 1is
expected 1in the amount of 8306,000 from Guam Memorial
Hospital.

The General Manager went on to advise the Board that GPA has
also received a check from DOE for $298,000. Mr. Benavente
also stated that he 1s working with KGTF and he hopes to

have something from them shortly. They have received the !
appropriation, and 1t iz just a matter of certifying the !
funds. )

The-Chaifman agked that the Board be advised once KGTF 1is i
current,

The General Manager then advised the Board that hg/kﬁges to
'be able to provide the Board with an updated listof vehicle
assignments by this Friday. e

o

L

|Mr. Senavente them sgtated that he did” issue a memorandum
{relative to the gate closing at the Tamuning substation. He
stated that he would relay this/;n ormation to Mr. Slotmick.

! ////

2Hr. Renavente then weng pﬁ/tc advise the Boa=-. that he had
lpressnted the Board R@gﬂfﬁticn to-Captai: OQlsen.

% grred $het he hopes to bz xbl: o o
: T .o .

. the Flrer meeting o Uotad ShooL
’ fngaimgn fny 2he combrztinn Tushions

Uposn consfdsrscion, it was then KOVED BY MES. LECHF GUXRREHO

§
49D SUSOTREP 9T MR, TUBGSIE TO APPROVE T I MIRUTLS OF AUGDST

}
!
i

rd !

i

| |

% ii§@ FERT, SURIECY TO YEE IRCLUSICH OF T® APPROPRIATE HINTUTE
! {
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i
',/ 88 ROLL CALL: ;
The Chairman noted that Mrs. Brooks was off island.
'5/88 REVIEW OF MINUTES/DISCUSSION OF MATTER ARISING FROM
HTROTES :
The minutes of 10/7/87 were then reviewed.
R4 /87 The Genersl] Manager stéted that he hsd asked Counsel if
we could legally waive the penalties as requested by
GMH.
Mr. Benavente further stated that !=2 has sent a letter
to GMH advising them that we woulu Se unable to comply
with their request to wsive these penaities.
He further stated that GMH has still not peid their
September 1887 billing.
68/87 Mr. Benavente stated that he still hs: not checked with
Public Works regarding the grading of Mr. Slotnick's
road.
The Chasirman tasked Management with insuring that this
was done 3s he was having Junch with Mr. Slotnick
sometime next week. b MG
306/87% The Comptroller and General Manager advisel! the Board
that they had spoken with Mr. Duenss, Chairman of the
PUC who stated that they would be unabls to ge: a quorum
prior to November 7. After this time, the PUC will be
gatting together to take up the subject of Schedule C
and the prepsration of the RFF for audit services,
; The Chairman asked that the Genera] Manager follow up on | .
’ this matter. o
6

he Beard that there would %
‘ N

e S W PRUE < P LN ~ y e
ng F Griawd iitg 0% 208G ater ¢ n his TEDOTY.

M. Bmaavsits thon zdvised the Bea-d that thev would
hawe to rebid the peinting of the storsge tanks. Thev
are just looking st painting the outside of the tanks.

The biddars were higher than 10% of our estimates.

|
_ BYRIBIT A AT _L
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{
The General Msnager advised the Board- that last
Wednesday, Cabres #2 was shut down to begin repairs to
bring the unit back up to full capacity. Load shedding
is occurring for short periods of time as a result of
Csbras #1 getting worse, He stated that he expects
Cabras #2 to be back in service no laster than Friday. :
Once repasirs on #2 are completed, they will begin work |
on Tanguisson #2 transformer. Once Tanguisson is up to !
speed, they will then begin work on Cabras #1.
Mr. Benavente then sdvised the Board on the status of
the Government of Guam accounts. A copy of this report
has been attached as part of these minutes. Parks and
Recreation 1is working on an oeappropristion for back
billings in the amount of $38,000. 1If DVR is not paid
this week, their meter will be tagged for disconnection.
All other agencies are paid up to date or overpaid with
the exception of GMH, whose appropriation was short
approximstely $50,000.
The General] Msnager stated there were people from E &
on i{sland this week going into the power plants d
taking 3 Jook st our maintenance management syste
Mr. Benavents then advised the Board that e bid for
the combustion turbine will sppear in e newspapsrs
tomorrow., This will have three financid] options. The |
opening is scheduled for December 15, 1887,
S

Management wszs tasked with insytﬁng that Counsel was MO

consulted oprior to the bi
publiication.

heing releazsed for

The GM further sdvised iKe Board that the second portion
cf the bid wss the fequest for a financing package.
Chase Manhsttsn hss $hown zn interest in this package.

A brief ﬁiﬁﬁasg}%ﬂ then followed on the floor reslative

o mte e 7 e 6
ty thie rubiags.

J“‘/,
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4

My . Bamawsaie then weni on to sdvise the Besr
Nowombel RE R, we @@ enpguiling stimpoas TIol
bagin ke vost of service deta gathering process,

.F//
He furfher sdwized the Bosrd thst on November 13-20, the

ey 02
re )
73

£

j/¥ata covmmi ttee meeting will take place in San Diego.
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He further stated that a8l] GovGuam accounts are current
with the exception of DVR, who is working with BBMR trvying
to resolve this situstion.

Mr. Hernandez recommended that we send a letter to DOA,
thanking them for working to bring their accounts current,

On the subject of the Power Poo) negotistions to be held
in San Francisco, fCallfornia in Jenuarv 1988, r.
Benavente advised the Bosrd that he hss nsrrowe the
choices down between the Sheraton-Airport Inn and the
Grosvenor-Best Western, also near the Airport.’

He then went on to advise the Roard at the Rate
Committee {s meeting this week in San Diego. He further
stated that during the sscond week f December the
Technical Committee snd the Rate Committes will meet here
on Guam. He 3lso stated that E § W wil] be here the first
week {in December to do thelr evalduation audit and thst

|- Greg Tarasar will be here the la week week in November

to brief us on the Rate Committes meeting, and prepare for
the January meeting in San Fraptisco.

- The - Chairman ststed that HWe wanted the agenda for the

Technical Committee prior/to the meeting and a report on
what transpired a3t the Jdther meetings before the end of
December.

ke G e )

Mr. Joseph Taitpgue, Budget Officer then presented the
Board with a report which detailed the financial impact of

ion of Optien ! to the Board. A copy of
8 been sttached 2s pert of thess minutes.

OPINICN O TWIS LAN- AND WIS RECOMMERZ ATIONS ON ANY ACTION
T3 ORY UAEMRS.  Thers being no object ons, ths motion was

thereupon varrieg.

Counsei wee .80 tasked with researching all laws which
may apply to ue, whick could impact o our autonomy.

NEW BUSINESS:

JB

JB/B

DwW




Board of Uirzactors Meeting
December 2, 1887

Pzge 1
Minute | Ref i S
Number # Minutes
: Lct
S7/68 ROLL CALL:
The Chzirmsn noted that al] members were present.
58/88 REVIEW OF MINUTES/DISCUSSICN OF MATTERS ARISING FRO THR
NINUTES:
The minutes of November 18, 1987 were then presented for
approval.
106/87 Mr. Pecon was queried on the status of the rate filing.
He indicated that he had an informal discussion with Mr. |
Duenss of the Public Utilities Commission on this matter, |
who stated that the PUC currently has an RFP drafted for
sudit services. This RFP will probably not be released
until the first psrt of January.
Management was tasked with staying on top of this matter. MG
59/88 Upon consideration, it wass then MOVED BY MRS, LBOW
GUERRERO AND SECONDED BY MR, TUROSIXK TO APPROVE THE
MINUTES OF NOVEMBRER 18, 1987 AS PRESENTED. There being
no objections, the motion was thereupon carried.
REPCEITS : !
60/88 General] Mansger
Mr. Benavente then provided the Board with an update on ’
the status of generation. He stated that Cabras #1 wsas
secured to begin repairs. Completion of these repairs
are expected within 2-3 weeks. There are currently 178
megawatts available to the system, which is actually more g
than is needed this time of the vear. ;
|
The General Manager then advised the Board that GMH is f
now current, A Jetter was sent to the Administrator
thanking him for his efforts in bringing this account
current.
é A letter wes 8lso  sent o the Depzrtment of
§ Admi .‘stration thanking them for t! ir efforte in
: : ' - she  Govsrrmssnt of Gu o m o oaccounts current  and
j ; WoCuTrent
é é wr. Bensvente further sdvised U e PBoard that “here are 2
3 : few (overnment sccounts which s e not curren!., however,
i | he hzs been zssured thst thes: payments w''}] be In no
i I Ister than Fridav. : —.
{ ! !
. N S\ ALLL T N =/ SO -
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Acti

Minute o Raf
Bumber # Minutes
4378 DVR hopes to have their problems resolved no Jlater than

early Jesnuarvy.
Mr. Benavente then went on to advise the Board that he
as provided a draft of a response to a letter which was
received from Speaker Quitugua on the issue of the
defsault.
The Board then approved the draft and asked that the
letter be processed for the Chairman's signature. The
Board slso asked that the Governor be given a ccpv of
this letter.
A copy of this letter has been attached as part of these
minutes.
The General Manager then presented his request to take
his excess Jeave. He indicated that he would be on
island {if he 18 needed. He further requested that Mr.
Andy Balajadia be appointed Acting General Manager in his
absence.
The Board then approved the GM's request for leave.

61/88 MRS, LEON GCUERRERO THEN MOVED, SECONDED BY MR. TUROSIK TO
APPROVE THR APPOINTED OF MR. ANDY BALAJADIA OF ACTING
GENERAL MANAGER UNTIL THE RETURN OF ER. BENAVENTE. There
being no objections, the motion was thereupon carried.
The Genera! Manager then advised the Board thsat
negotiations will] begin on 1! December with Cable TV for
the pole attachment renta!. Hopefully, this issue will
be resolved quickly.

£3 /88 Comptroller

Mr. Pecon presented the Board with a copy of a letter
which was sent to the Inspector General in response to
the travel sudit. A copy of thi=s correspondence has been
attached sg part of these minute:.

The Comptreller stated 3t he and Counsel are stijl
working on the course of @ tion tc take on this.

The Comptireller then went (n to infcrm the Board that the
October Financis]l Statemen s are not readv at this time.
These sistements will mos  likely Dbe rezady Ly the next
Bosrd meeting.




Honorable Frarklin J.A. Quitugua
Speaker

Nineteenth Guam Legis!
Box CB-1

Agana, Guam 96910

ature

Dear Mr. Speaker:

The Board appreciates and understands your comments
contained in your November 24, 1987 letter,

I recognize that the Legislature and the Governor are
parties to the Second Refinancing Agreement (SRA) and would be

involved in any default proceedings. However, the Guam Power
Authority must comply with the SPA's terms and conditions on
a day-to-day basis. Therefore, when Department of Interior

officials 1informally made a direct querv to GPA officials
regarding the need to cure a perceived condition of default,
it was deemed prudent to initiate the appropriate corrective
caction. 1In so doing, the Authority is merely responding to an
‘Interior request, and did not presume to usurp the roles of the
Governor or Legislature. On the contrary, the Authoritv sought
to advise the two parties of a potential problem and hopefullyv
sring about a suitable remedy.

_ As a practical matter, the Authority 1is currently
:eeking a short term borrowing facilitv and mav soon be seeking
long term financing for future capital expansion, and a default
notice at this time will not improve GPA's bargaining position
wh=2n negotiating loan terms with any would be lenders. In
fact, our recent discussions with lending institutions on the
U.S. mainland disclosed that Guam's image in the money markets
is nc= good, with most lenders being very cognizant of the
recent problem between Matthews & Wright and the Government of
Guam. ‘

Th: Authority would prefer that this latest problem be
resolved as quickly and discreetly as possible. TIf vou have
anv questions, I or GFA's management will be mocre than willing
to discuss this matter at vour convenience.

Sincerelv,

DAVID . SARLAN
CHATIRMAN
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TELAM $53)

December 1, 1887

Mr. John €. Rosario

Hospital Administrator

Guam Memorial Hospital Authority
850 Governor Carlos G, Camacho Road
Oke, Tamuning, Guam 86811

Depr Mr, Rosario:

I wish to take this opportunity to thank you and your staff for
your sfforts in working to bring your account current and your
ongoing work to keep {t current, We commend you for these
efforts.

" Because of this, GMH hes realized 2 great savings in additional
penalties which could have been assessed had these accounts not
been paid. In addition, GPA has been able to maintain its
zollection ratio, which is required under our bond covenants.

j. thank you again for your assistance.
Hiincersly,
GUAM POWER AUTHORITY
Jogi%ﬁglgénavente
Genere! Manager
COR015:JM8:85
copy to:
Joseph ¥F. Ada, Governor of Guam

Rosie Tainatongo, Cheirperson, GMH
Board of Dirsctors, GPA
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December 1, 1887

Wilfred Aflsgue

Director

Department of Administrstion
Box B84

Agsnas, Guem 96910

Dear Mr., Aflague:

! wish to teske this opportunity to thsnk you and your staff for
your efforts in working to bring the Government of Guem accounts
current and to keep them current.

We reelize that this took quite a bit of work on the part of your
depsrtment and we commend you for these efforts.

Because of these efforts, the Government has realized tremendous
savings in penalties which could have been assessed had these
sccounts not been paid. In addition, GPA has been able to
maintain i1ts collection retio, which is required under our bond
covensants,

I thsnk you agasin for your essistance.

Sincersly,
GUAM POWER AUTHORITY

o Bgnavente

ra] Msnager
cor014:JMB:ss
copy to:

Joseph F. Ads, Governar of Guax
Bosrd of Directore, GFA




BEFQRE THE PUBLIC UTILITIES CCOMMISSION
OF THE TERRITORY OF GUAM

PUBLIC UTILITIES COMMISSION CASE NO. B8-003

OF THE TERRITORY OF GUAM,

AFFIDAVIT OF
G. GEORGE BECHER

Complainant,

GUAM POWER AUTHORITY,

)

)

)

)

)

vSs. )
)

)

)
Defendant. )
)

I, G. GEORGE BECHER, being first duly sworn upon my
cath, depcse and say as follows:

1. I Qas the duly appointed and acting Comptroller
of the Guam Power Authority (”“GPA”) from 1976 to July, 1986.

2, The promulgation of Schedule C with penalties at
the rate of five percent (5%) per month was for the purpose of
inducing the Government of Guam to pay its power bills on a
timely basis.

3. Although FERC accounting principles required any
penalties to be treated as revenues, and available for the
operating and capital needs of GPA, they would be a windfall to
GPA because they were not included in any rate case as

revenues.

Further, affiant saveth ravght. v = - 61
( | / 2"w% ! ’C{}
i o R . ;
FO bl&“ﬂx L L
3. GEORGE BECHER: ! *
SUBSCRIBED and SWUF § to pefore me this gay uoi

September, 1988.

}SEAL{

T v der the Territowy o Guans
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4 |ALBERTO C. LAMORENA 111 and FRANCISCO Civil Action 6 7/-£3

)
R. SANTOS, )
> )
PlalntiffS' )
& )
, vs. ) COMPLAINT
)
THE GOVERNOR OF GUAM, THE BOARD OF )
B IDIRECTORS OF GUAM POWER AUTHORITY and )
9 THE GENERAL MANAGER OF GUAM POWER )
AUTHORITY, )
10 )
Defendants. )
1 )
12 1. Jurisdiction is vested in this Court by virtue of’
13 |l Section 82 of the Code of Civil Procedure.
14 2. The plaintiffs are citizens, residents and

15 taxpapers of Guam and duly elected members of the 17the Guam
16 || Legislature.

17 3. The Governor 1is charged by the Organic Act with

;at,the duty of faithfully executing the laws of the Territory and
19 || with the general supervision and control of all the departments
20 bureaus, agencies and other instrumentalities of the executive
2v 4yl branch cf the government of the Territory in order to insure the

724l public health, safety and welfare.

byl i, The Rward of Directors ("Board") of Guam Pcwer
e atharity ("GPA") is charged with the duty of setting the policies
2% || of the Authority and the General Manager of GPA is charged with the

® j| duty of executing the policies established by the Board. GPA

17 is engaged in the bhuginoss of rroviding electrical power to the

VR B e
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BROOKS & KLITZKIE, P.C.
QUILTE 1A1 299 MARTYR STAEE 7

people of the Territory.

5. YThe Legislature has established by law a
method for the Department of Public Works to purchase electrical
power from GPA to light street lights throughout the Territory.

6. Under Section S of Part XXXVII of Public Law
16-111 $440,000 was appropriated to the Department of Public
Wiorks for the lighting of the streets of the Territory.

7. Under Section E of Part IX of Substitute Bill 261,
which was duly adopted by the Legislature September 2, 1983, and
thereafter transmitted to the Governor, $482,373 was appropriated
to the Departmeﬁt of Public Works for power charges for the
lighting of streets.

8., The lighting of the streets of the Territory is
a necessity to insure the health, safety and welfare of the people
of the Territory and of persons who visit the Territoery.

9. Notwithstanding the necessity of having the streets

lighted, the Governor has transferred funds from the money
}oopropriated to the Department of Public Works and as a result the
Depirtment of Public Works has not been able to pay GPA for

eledtrical charges incurred in the lighting of the streets. As a

result the Board and the Executive Director of GPA have commenced
a program of discontinuing street lighting throughcout the Territery.

10. The actions of the Governor, the Board and

Executive Director of PR have imperiled the public health, seafety
and welfare of the people of the Territorv. including the
plaintiffs, and they have no plain, adequate and speedy remedy at

law.

L gz
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BROOKS & KLITZKIE, ¢.C.
SUITE 191, 259 MART YR STREET
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17
18
15

11. The termination of street lights by the
Board and the Executive Director of GPA without notice +to the
plaintiffs and the other taxpayers of Guam is in contravention of
Section 21152 of the Government Code,.

PRAYER

The plaintiffs pray that the Court issue a temporary
restraining order and preliminary and permanent injunctions against
the defendants their agents, attorneys and assigns finding that
their actions which have resulted in the termination of street
lighting throughoﬁt the Territory be and are contra, to law and
compelling them to discontinue termination of any otﬁer public
street lights and compelling them to reconnect all pdalic street
lights that have been disconnected within ten days prior to the
filing of this complaint. The plaintiffs further prai that the
Governor transfer apprdpriated funds to the Department of
Public Works in order to pay the Government's outstanding power
bills for street lights.

The plaintiffs further pray that they be awardec their

costs and attorneys's fees.

BROOKS & KLITZKIE, P.C.

es 5, Broo
l1; licensed employee of
Attorneys for Pleintiffs.
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In discucaions with Dave Soatos, Rev/Tax, an agreoneat was rasched that
QovGuaxm and GPA would eettle the digpute evar the posslties is the
followiag madnmar: adei

1. Siace GP4A hed afaaaaaion of the Soction 30 Punds, $2.7 sillion
i» January ead aillion im June, GFA would pay for the
interest income lﬁst for thoee emounts, computed from thoce moamthe
at the eame rate GPA was earning on 7CDe during those meatha.
This computatioca ihould not be difficult te da'alep.

2. GPA will not nsscas the penalty clause for tny dille prior to

~ Dcteber 1984. Tihe retionale behind thic atcoz Prom the sone

principal ae tha 1loet opporturity on the impsctad Scctioa 230

funds., Y have te agree with their contention tiat if the Bection

30 fundo bhad mnet booz lmpacted Qoverazcat may hive becn eble te

satisfy their powor billings. But becsusoe factine 30 FPumde were
topacted, wo'll pever hmew, will we? ;

3. Penalty billings will start with the end of Octodber bills.
However, penalty chargesz will rot be secessed onm ;rotious pemalty
charges, i.0., if we scsess & ponalty charge ip Quteober and the
bill is stil) ontatanding ir MNovember, we will asssess the pomalty
oz the actuel DILlLl lece the penalty. We will aet epplv & pezalty
en o pesalér. This wenld literslly equata te 80% offooline
poeally ot ehe your which ie¢ aneot only tentemount to mowey Pat cay
woll be 1Yol despiie our compllance with thoe Adnmiemictrative
Adjudicatios 2ct, If we got teken to court en this matter asd the
questiona of ust end reesoncblo gete relced, we night filad
ovrealves beldlag s wvery ket potetoo. The fact that GCevQuse
se mitted the @OFC0 desl with npe intereet charges weald cean te
igdtento thet we oheulid reciprecate in thie matger.

£ Thevs could ba am ogroemeat of exchanging chocks for the QORCO
Bate exé far the (sverament Billinge. But tho suchamge wonid have
Ca be Fer @S¢ cultibe amcuat of Che GORCO dobt sud s ageal seenzi
far tho Taveremspd &ﬁ&l age.  The bhoxvefite of this dea} eecld bhaese

te goerves to Befl parties end met only CFL e far ae DBavid o
coucersed. dme (rpe of deal tkat would indicate that ealy 6Pa 1o
reapled Fonafite vould net Be aptable te Pavid.
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|
1 will Qiccues thisg fwrtbor wiilh Scvid wd we cleuld dae ool e tan
withis epe woel of peur roesiviag iblc asto. ©h 86%a o racgiadis

: (8 cocputetics o9 s
trede off for t2a ponnlties cam be prapared es 608 ac I got werd ie
you that the plos Dem elosred with the Boveruer. Bavid cad [ will

clear this aetise itk the Govermer iz Dookisglen. 4&¢ (ko gresost
mosent nothizg {2 te be done. Continne to collect what <oz ba
collected from the 4doverament but if David and I ecan resolve this
matter this month, 1t Will be resolved before I return to Guaam.

§

!
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uXn P. Peres
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Unitud Seates Department of the Tacerios

QFFILE OF THE SECRETARY
WASHINGTON, D.C. 26240

AU B B85

/(“C s ;.:.._”/‘T ,
,>/ ]&
S RECENED
A A =Y 16 W
Chairman, Board of Directors e\
and General Manager A Ql?p\
Guam Power Authority (>\
P.0. Box 2977 S
Agana, Guam 9569190 R

Dear Mr. Chalrman and General Manager:

We are extremely concerned about the delinquency of payments of
power bills by the Government of Guam. As you know, the second
refinancing agreement requizes {1) that the Authority will not
allow its collection rate on current billings to fall below a
rate of 95t for any three consecutive months, and (2) that the
Authority will not knowingly continue to furnish electric
energy to any customer who has an unpaid balance due for more
than 60 days unless authorized by the Secretary.

Based on the August 8 report from you, the collection rates
for May, June and July fell below 858, caused by government
arrears.

We understand you have reached the following agreement with
the Government of Guam:

l. The Government of Guam will immediately pay S$1.547
millicon &3 pavrtizl paysent for delinguent bills,

2. The Government of Guam will sign a promissory note
to pay the remaindsr of outstanding bills with reasonable
interest in equal monthly installments over the next 12 months.

3. The Government of Guam will sign a memorar.vum of
uvnderstanding with GFh guaranteeing to pay th» July illings
in full within 7 waeks and guaranteeing to rerain current
Crom *hig soint faopward for xl) govermment hi linoe.

B drtg Sropossed agreeme (L Lo v o ocpmoonlor.

i "*r‘-'*i T R e A T R
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Beginning the ond 3¢ August, pleazse submit to us 2 monthly report
on youg collectionn rates and Government of Guam's compliance with
the memorandust of understanding.

We expect that all covenants contained in the second refinancing
agreement will be strictly followed. OQur concurrence with these
terms is not to be construed as a waiver or modification of any

terms contained in the Second Refinancing Agreement.

Sincerely,
ig: - a ;:ﬁ%;;;
Richard T. Montoya

Assistant Secretary
Territorial and International Affairs




7= United States Department of tha Interior
e/ ] GFFICE OF THE SECRETARY
NSELS WASHINGTON, D.C. 20240

JANZD 1985

Chairman of the Board and
General Manager

Guam Power Authority

P.O0. Box 2977

Agana, Guam 96910-2977

Dear Mr. Chairman and General Manager:

We are aware that the Guam Power Authority (GPA) Board of Directsrs
Directors has passed a resolution instructing the General Manager to
transfer $1.8 million to the General Fund of the Government of Guam.
As we understand the facts, transfer of $3.5 million is required
under Public Law 18-15 from surplus funds of autonomous agencies if
the transfer is not in conflict with loan covenants covenants. In
addition, the board 1s considering a proposed rate reduction of
approximately 10.57 percent.

We are quite concerned about the impact of these actions on the
financial condition of the GPA. OQver the past several years, the
preventative maintenance program of GPA facilities has been less

than adequate due to the shortage of funds. 1In addition, there are
unanswered questions concerning need for capital expansion, especially
if the power pool is terminated and a new relationship is developed
with the Department of Navy. On top of these two issues is the fact
that the Government of Guam owes the Authority several million dollars
for power charges dating back to the spring of 1985.

In this regard, would you please provide us with documentation of th=
effecta of all the aforementioned iscsues on the financial c¢ondition

of GPA, especially on reserve and surplus funds needed for improvements.

As you are aware, a contractor is performing an indepth analysis of
the management, operation, and financial -ondition of the authority.

We strongly encourage you to delay rcticen ¢n the rate cdecrease and

the transfer of funds until their r:port s issued in the spring of

V08K, The informatios Drovided by -"nis con ultaant could be extremely
Cptu vo o weyg gnd B oere Bonviic Ursiicies wommission in Sererminactg

Aoy R ER e powey vates and funds nesc 23 by the Avthority to operate 10




3 viazble wav. It alsn may be used by us to determine if the actinrsg
defined in P.L. 18-15 are in fact a violation of our covemants. IF
the report indicates that funds are needed to improve GPA rnperatinnsz,
and these funds have already been transferred to the Government of
Guam, then GPA may be placed in technical default.

We have worked long and hard to reestablish GPA's credibility,
to remove political interference, and to improve the financiatl
condition of the Authority. Therefore, we caution vou against
taking action that may erase our accomplishments and limit the

Authority's ability to perform.

We have full faith in your ability to accept the challenge, and
wish to work with you closely in the future,

Sincerely,

o 14O

Richard T. Montoya
Assistant Secretar’
Territorial & International Affairs

cCc: Governor of Guam
Speaker, Eighteenth Guam Legislature
Chairman, Public Utilities Commission
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Mzryah 1%, 1538%
The ronorable ®icardo J. Bordallo
Governor of Guam
Government of Guam
Agana, Guam 56§10
Re . Government of Guam Dellinquent Accourts

Dear Governor:

In wview of the accounts for the Government of Guam 1ine
departments and autoncmous agenclies, the Board of Directors noted that
payment has net been recelved for power blliings torallng

$7,291,111.31 whizh Include arrears, penalties and the current bill
for February 28, 1986,

In an effort to resolve the Government of Guam's ocutstandlng

electrlic bllls, we offer the following remediec:
1. Immediate payment of $1,094,936.00 “o: accounts In arrears In
excess of 60 days for llne agencles.
2, Immediate payment of 5693,782.42 for tte autonomous and other
agencles,
3. In ilght of the apparent disagreement(s) con amounts due for

penalties and street lights, that a select committee for
GovGuam be designated to negotiate term: with GPA to resoclve
these disputes. And that negotlatlons be commenced
Immediately and completed no later than April 4, 13856 with &
signed Memorandum of Understanding.

Unless we institute the above options, the Auvheority will soon be

adversely affected by becoming 1In a technical default and/or =z
decision by D0l to tap from the "Sectlion 30" funds acaln., Thus at =h=

presentl, to disconnect the varicus Government of Guam agencies will =
of no purpose versus the Impact of the aforementioned.

11

It Is regrettable that the Authorlity is compelled to Institule
this action, but the Board of Dlirectors feel that it (s left with ~o
other alternative and has, therefore, ordered Management to enforc2
the Service Rules and Regulations of the Authority,

Respectfully vours,

N
- o SRR
/ﬁUAN M, DUENAS
Arting Chalrman

, A AP .
Boaersd of Dirfeci.

o
RS

i

cc: WL g Gensrs i Mansger

Chatroan, Flscsd Paligy
Aavisqetrstor . Guam Memorial Heospital
Divegoor, Deparcoent of Admisistration

Director, Bureay of Budget, Maragement & Research




TERRITORY OF GUAM
Greics oF THE GOVERMONY
AGARA. GUAM 96910
U.S. A,

RICARDO J. BORBALLO

Govaswon

Juan M, Duenas MAR 2 7 1986

Chairman, Board of Directors
Guam Power Authority

P.O. Box 2977

Agana, Guam 96910

Dear Mr. Chairman:

During the past year, my Fiscal Policy Committee has made sincere attempts
to resolve the problem of the Covernment of Guam's delinquent electric bills
with the former managemant of the Authority.

There are two major issues that must be resolved before any of the disputed
billings can be paid. These are:

1) Number of streetlights autrorized by the Government of Guam;
and '

2) the amount of penalties impored in light of the $4.7 Million of §30
funds that the Department of Interior tapped to cover GPA's June
1984 and December 1384 FFB in.erest instaliments.

Additionally, a significant portion of the Covernment's unpaid {4th quarter 1985)
bills represent expenditures incurred by the Department of Education and the
Public Utility Agency of Guam beyond tteir authorized appropriation limits.
This requires remedial action by the Legis:ature before such amounts can be
certified and paid.

| have directed my Fiscal Policy Committee to wnrk with your representatives
in a positive attempt to resolve this problem.

| ask for your cooperation and hope that the management and staff of the
Authority refrain from making further criticisms through the media regarding
this problem.

This is a Government of Guam problem and the Guam Power Authority is a
member of this Government.

' A o,

Sincer\ex ours,
N
\

\\b\% Fr—

% —
‘ \‘ k .\‘& e iy ‘
RICARD \S%:@-G'R‘ﬁ ALLO \
Sovvernor \

L




BB OF AGREEMENT HO. 1
BETHEEH THE
GUAST POTER AUTHOBITY AMD DEPARTHENT OF ADMIMISTRATION
APRIL &, 1986

Thls Memorandum of Agreament represents InTtlal
objectlives agreed to by and between the Guam Power Authorlity and
the Department of Administration regarding the resolutlion of the
Government of Guam De!lnquent Accounts.

The following objectlives are agreed to:

l. Formatlieon of Street Light Task Force, composed
of representatives from GPA, DOA, DPW, and BBMR for the purpose
of conducting a Jjolnt Inventory of street 1llghts, Inttial

meeting shall be conducted no later than 18 April 1986, Dead!!ne
for completlion of Inventory shall be 6 June 1986,

2. The Government of Guam agrees to stay current on Its

FY '86 monthly blllings on that portlon which s undlsputed,

l.e., metered consumption, and pay the amount stated In paragraph
3. GPA agrees Lo freexe penaltlies on account del lnquencles for FY

'8S and FY '86 ss of March 31, 1986.

3. Upon final reconcillation of FY '8% accounts,
Government of Guam agrees to pay reconciled amounts as partia!
payment on the asccounts dellnquent for the Govermnment of Guam
1ine agencles, excluding those amounts whereby leglislative
resolution Is pending (due to FY '85 budget over-expendlitures),
and dlisputed strest !ight and penalty charges. Reconcliliiation
and payment shall be effected within a reasonable period of time,
but no later than June 20, 1986,

4L, Partles agree to formulate a repayment plan no later

than June 20, 1986 to settle street 1!lght accounts and unpaid

‘penalties.

5. A progress maeting will be held on April 25th to

review the status of afforts.

<. aQ <zl [ I

THOMAS C. AD ESTERAN U. TORRES
Actling Genara! Manager Director

Dept. of Administratlion

v-,i.l : L’-/ A//f‘f i/F C

Date. \lxw 3sm N . Oate!

LYLHNY s



HEMORANDUM COF AGREEMENT NC. 2
BETWEEN THE
GUAM POWER AUTHORITY AND DEPARTMENT OF ADMIWNISTRATION

REGARDING GOVERNMENT OF GUAM DELINQUENT ACCOUNTS

This Agreement is entered into by the Director of Administration,
Government of Guam, and the General Manager of the Guam Power
Authority, who is duly authcorized by its Board of Directors to
act as its representative for the purposes of resolving the

matter of the Government of Guam Delingquent Accounts.
The parties agree as follows:

1. Total penalties on delingquent line agelcy accounts as of
March 31, 1986, are in the amount of One Million Nine
Hundred Twenty MNine thousand Nine Huncred Sixty Three
Dollars and Sixty One Cents {$1,929,963.61) (See

Attachment "A"}.

2. Total interest earned through October 1984 on section 30
funds from which payments were applied to the FFB loan
as the result of the default of Guam Power Authority
amounts to One #illion Nine Hundred Fifteen Thoucand
Four Hundred Ei§EEy«S@v§n Dollars and Four Cents

181,915,487, 04) (3ee Rttachment "B7).




3. The above total amcunt o©0f interesgt =23fned ghall DbDe
cffset against the above total amount of penalties,
leaving a difference in penalties uf{ in the amount of
Fourteen Thousand Four Hundred Seventy Six Dollars and

Fifty Seven Cents ($514,476.57).

4. The Government of Guam shall make payment to the Guam
Power Authority upon execution of this Agreement in the

amount of S514,476.57.

GUAM POWER AUTHORITY: GOVERNMENT OF GUAM:
THOMAS C. ADA ESTEBAN U. TORRES
Gereral Manager Director

Department of Administration

Date: 5/!‘&/?1- Date: 5,//4 Afﬁ
T3 ’ /
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MHonoredls Scnalor Donm Parkirnaown
Chairean, Cocomittee on Emargy
Hilities & Comunar Pvotection
18th Buam Lagi{slatura

Agana, Busemm <TS3LL

Daeer Senator Parkinzowni

AT wa discussed during our vecent meating, enclonsd iz a
Bill wirich =ould appropriate the sum of 47,338, 383.03 to tha
Guam Powsr Ruthority o that panaltiecs incurred by Line
doportoents ard asvtonoedus agaonciesr of the Bowe romwt of
Buam will 2o caild off. In support theveof, ascidiomally
encloced ie an itaxmizcd lis?t chowing cbligations imurvred by
tha various ling daparteonts and gutondmous aganwcive ag  of
Boptachor 2T, 196,

D in the Booard ool Ranagesand sant to  thamk you fer  your
suUPecre  andg z3gistance, and furthar appvrecieta your
urgigrotandims in the urgescy of this =atter. I trust the
arelocurdas ara FTully saguete 1n suppord of the jpropoawnd
legiolation, but should yau naed additional infovmation,
plaosaes crll oo,

ey .rc.\ly :x._rm.
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EIGHATEENTH GUAM LEBISLATURE
1988 (SECOND) AERIAOR SESZION

BILL NG.
Introduced by:

AN ACT TO APPROPRIATE SEVEN HILLION NINE HUNDRED
THIRTY EIGHT THOUSAND NINE HUNDRED TWENTY NINE
DOLLARSE (87,938,929.88) 7O GUAM POWER AUTHORITY TO
LIQUIDATE PENRLTIES INCURRED BY GOVERNMENT

OF GURM LINE AGENCIES AND AUTONOMOUS AGENCIES,

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:

Sggticn 1. The sum of Seven Million Nirne Hundred
Thirty %ight Thousand Nina Hundred Twenty Nine Dcllars
($7,93§}929.@G) iz appropriated from the General Fund to
the Guauapower Ruthority, for the purpese of liquidating
penalties incurr&d by line and autonomous agencies of the

GCovernment of Giax, fTor tho period ended September 38, 19886.




November S, 13&8

The Honorable Sernator Don Parkingon
Chairman, Committea on Energy
Ueilitieas & Conzumar Protection
18th Guam Legislature

Rgana, Guam 36910

Ne1 Bovernment of Guam Powar Billa
Dear Senator Parkinscni

Ernclosed herewith is a bill which would amend the Governmaent
of Cuam Fiscal VYear 1987 Budget by consolidating all lire
deparcm:nt appropriations for electric power bills of the
Govornmnzat of Guam.

At first jlance, the proposal for such a fund may appear too
drastic. = However, loocking back over the years, line
agencies invariably placed Guam Power RAuthority billinge at
the bottorm . of the payables. If powar rates had gona up for
Fiscal VYear 1986, perhaps failure to pay would ~ be
understandable. To the contrary, power billings have
substantially decreased because of the decreasa in fual
costs., VYet. we hear laments about lack of funds to pay
power bills. History has daenconstrated that the present
policy of appropriating funds to each line agency has not
worked. Therefore, wa strongly support this change as 2
matter of policy direction.

Again, thank you 72 your support and concern, and I trust
you will agree witis ma that some action must ba taken to pay
of f delingquent Government of Guam line agency accounta with
the Buam Powar Authcrity.

Very tru ly,ﬂ%rm
“\m}w

Chairaan g"w»
Board of Difugntars

ool Bsnoral Mrappmee
Conmtrolliae
Legal Counasel

B e o i L
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EIGHTELHTH GUAM LEGISLATURE
1986 (SECOND) Fegular Jessian

'8ill No.

Introduced by:

AN ACT ESTABLISHING A CONSC-
LIDATED FOWER BILL FUND.

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:

Section _1 . There is hereby crested within the Execu-
tive Branch a Special Fund designated the ''Consolidated Power
Bill Fund'", to be maintained separate and apart from the General
Fund. Effect .ve. November 1, 1986, all sums appropriated for
"power' for alf_line agencies of the Executive Branch, including
the Department-bf Education, which sums remain unexpended from
current year funding, are hereby transferred and reappropriated
to this Special; Fund, wunder the general cognizance of the
Director  of Administration, who shall be the chief certifving
officer of such Fdnd. The sole purpose for use of this Special
Fund shall be in paywvent of consolidated power billings for all
Executlive Branch agencies, including the Department of Educaticn,
The Director of Administration shall make a report on all expen-
ditures from such Ffund to the Legislature every quarter of the

Fiscal Year beginning the second quarter of Fiscal Year 1987,

T T o o Gl R
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GUAM POVIER AUTHCRITY

> PO BOX 2977, ATANA GUAM LSS ZE30133

November 5, 1986

The Honorable Senator Don Parkinson
Chairman, Committee on Energy
Ur81ilities & Consumar Protection
182h Guam Legislature

Agana, Guam 96910

Dear Senator Parkinson:

1 am enclosing herein a Bfll which will appropriate the sum

of $5,184,413.00 to Guam Power Authority to liquidate the metered
billings incurred by Government of Guam line departments and autonomous
agencies as of September 30, 1986,

Ag you are well aware, these accounts are seriously delinquent and
Guam Power Authority has to collect these accounts, not just to cure
potential technical default under our Loan Agreewment, but more
importantly, to preserve the Authority's financial ability to fund
our on-going and continuing capltal projects.

The Board and Management are deeply appreciative of your support
and assistance, especially your recognition that the Government of

Guam has to pay its accounts in a timely fashion as all other GPA customers.

Very tryly v

David J. Ulfoa"
Chairman
Board of Directors

cc: General Manager
Controller
Legal Counsel

Enclosure




EIGHMTEENTH GUAR LEGISLATURE
1345 (SECOND) REGULAR SESSIOM

Bill No.

Introduced by:s

Wwon

>

B ~ o

AN RCT TO APPROPRIATE THE SUM OF FIVE MILLION
ONE HUNDRED EIGHTY FOUR THOUSAND FOUR HUNDRED
THIRTEEN DOLLARS (35, 184,413.23) TO GuAaM
POWER AUTHORITY TO LIQUIDATE METERED BILLINGS
INCU'RRED BY GOVERNMENT OF GUAM LINE AGENCIES.
BE IT ENRUTED BY THE PEOPLE OF THE TERRITORY OF GUAM1
Sectlon 1. The sum of Five Million Ore Hundred
Eighty Four Thousand Four Hundred Thirteen Dollars
(85, 184,413.28) is hereby appropriated from the General
Fund to the Guam Power Authority, for the purpose of
liquidatingmgétared billings incurred by Government of

Guam Line Agencize and Rutonomous Agencies, for tha

periocd endsd Ssptontaor 38, 1986.
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November 25, 1%8%&

Miss Nancy Boone
Guam Desk Officer
U. S. Dept. of Interior
Washington, D.C. 20240

Re: Government/Guam Delinquent Account.

Dear Miss Boone:

This 1is a follow-up of our meeting in Oxnard, California,
between you and Mr. Frank Solomon, and the General Manager, the
Acting Comptroller, Counsel, and myself, representing Guam Power
Authority on Monday, Novemter 17.

Government of Guam line agencies and autonomous agencies owe
Guam Power Authority $7,939.929.00 for penalties, and $5,184,413.00
for metered billings for the period ended September 30, 1986.

Numerous meetings were held between Department of Administra-
tion, Bureau of Budget and Management representatives, and GPA
management, but the results were far from satisfactory. Thus on
November 5, 1986, I transmitted two (2) Bills and requested Senator
Parkinson to introduce them. I enclose copies of my letters together
with enclosures. On the same date, I transmitted a Bill to consoli-
date all funds heretofore apprcoriated by the Legislature to the line
agenciles, for power consumption. I enclose a copy.

Bill 1054, copy enclosed, intionduced by Senator Parkinson, seeks
to appropriate the full amount, $1.,124,342.00. The Consolidated
Power Bill Fund has not been introduc:d as of this date.

In the meantime, negotiations have been going on between Mr.
Jose Torres, the Board Chairman of Guam Memorial Hospital Authority
and myself, assisted by our respective personnel. As & result of
such meetings, I instructed GPA counsel to draft a Memorandum of
Agreement and Settlement of Claim, which I forwarded to the Board
Chairman of Guam Memorial Hospital Authority. Copies are enclosed.
I have been in-ormed that Mr. Torres declined to execute the
Agreement and Settiement. (PA counsel has suggested that GPA fiie
ites Cleds with g¢hs Clgicvz Officer cof Guam Memorisl Hospital
dutherity, onder the Onvernment of Guam Cleims Act, and the Beard
will probably suppecrt such positicn.

EXHIBIT K




Miss Nancy Boone

U. S. Department of the Interior

Re: Government/Guam Delinquent
Account..

November 25, 1986

. Page 2

Because the Government of Guam 1line agencies have been
seriously delinquent in the payment of theilr accounts with Guam
Power Authority, I requested at our meeting in Oxnard, California,
that the Department of the Interior withhold payment of Section 30
funds to the Government of Guam, and pay over to Guam Power
Authority, such amounts as would liquidate Government of Guam's

obligations with the AuthoritK. You 4$ndicated that Interior had
transmitted such payments to the Government of Guam, but that there

may be adjustments that may be due the Government of Guam. You also
indicated that grants will be forthcoming, for the benefit of Guam

Memorial Hospital Authority.

This will confirm my request to you that any additional funds
payable the Government of Guam under Section 30 of the Organic Act
be transmitted to Guam Power Authority to liquidate Government of
Guam's obligations. Further, all grants for the benefit of Guanm
Memorial Hospital Authority, should be withheld and paid over to
Guam Power Authority.

Very truly yours,

David J. Ulloa
Board Chairman

Enclosures

§28
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TELEX 8133

————— .

GUAM POWER AUTHORITY

PO 30N 2277, AGaMA, GUAM, USA 33318287

Movember 28, 1986

Mr. Steve Torres
Director

Dept, of Administration
Agana, Guam 96810

Re: Gov Guam electric account
Dear Steve:

This letter is to inform you that the Guam Power Authaority
intends to pursue firm collections on the October 86
cycle billing in the amount of $608,505.82.

At the close of business on December 1, 1986 1f payment (s
not recefved GPA will fssue disconnect notices on December
2, 1986 giving your offices an additional 48 hours to make
payment 1in full., 1If no payment is received at the close of
business on December 3, 1986 electric services will be
disconnected as scheduled on December 4, 1986,

Please be further advised that penalties will be applied
on balances outstanding on November 30, 1986.

Sincerely yours,

c QL

THOMAS C. ADA
General Manager

cc: Board of Directors

______ N 3 (..} O S



BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE TERRITORY OF GUAM

PUBLIC UTILITIES COMMISSION CASE NO. 88-003

OF THE TERRITORY OF GUAM,

AFFIDAVIT OF
BRUCE PECON

Complainant,
VS,
GUAM POWER AUTHORITY,

Defendant.

N e e e M N N e N S e

I, BRUCE “‘ECON, being first duly sworn upon my oath,
depose and say as fc.lcws:

1. On December 29, 1986, I took office as the
Comptroller of the Guim Power Authority (GPA) and I have been
serving GPA in that can»acity from that date to present.

2. As of Cecember 31, 1986, the Government of Guam
(Government) was indetted to GPA for approximately §$15.1
million which included $5.3 million 1in metered sales and §$9.8
million in penalties, and ¢he penalties were accumulating
faster than the metered sales since the penalty was being
calculated at the rate of five percent (5%) per month.

3. At the time of my appointment, the auditors were
completing the audit ocf the fiscal year ended September 30,

1986 and were considsving reguiring GPA to write off the

Government of Suam acoount receivable as uncollectible or
qualifying the gwdiv opinion, “ither alternative would have
GABISEST




placed GPA in default £or non-collection und2r the 1984 Second
Refinancing Agresaent . Furthermore, 1if the receivable was
written off, GPA would have been required to refund money to
the Navy under the Power Pool Agreement,

4. I was able to obtain a 90-day extension for
completion of the audit from the Department of Interior and the
Bond Trustee.

5. To avoid the potential default, I commenced
negotiations with the Government of Guam with the approval of
the GPA Board of Directors.

6. It was the Government of Guam’s position that it
should not have to pay the accumulated penalties, however,
there was a willingness to pay the ocutstanding metared sales as
long as payments could be made over time.

7. In light of the Government of Guam'’s financial
condition and position on the penalties, the best arrangement I
could negotiate is reflected in the two promissory notes dated
March 31, 1988 which are attached to the Complaint filed by the
Public Utilities Commission.

8. The settlement reflected by the promissory notes
amounts to & recovery of all metered sales plus an approximate
one percent compromise on the disputed penalty, which further
regulted in having to refund no money to the Navy under the

Power Pool Agreement .

G8B13657
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9. In January, 1987, the Guam Legislature passed
P.L. 1£-48, which places a maximum of twelve percent (12%) per
year on the penalties GPA could reco?er and upon the advice of
counsel with board approval, GPA reduced the penalty
calculation on Government accounts from five percent per month
to twelve percent (12%) per year effective January 2, 1987, in
accordance with P.L. 18-48.

BRUCE PECON

Ho

SUBSCRIBED and SWORN to before me this day of

September, 1988.

) SEAL ( o DO eSS

~ PONALD C. WILLIAMS
NUTARY ¢UBLIC
In anc for the Territney f Guam
M. Lomixiesion Expires: OCT, 15, 1991
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414 West Solsdad ﬁvvme
Agana, Guam 6905014
Tolephone: £77-9041/42
Ieigx 722 TRCO S

August 23, 1988 @

Mr. John Benavente

General Manager G'P A.
Guam Power Authority

P. 0. Box 2977

Agana, Guam 96910-2977

Dear Mr. Benavente:

You have asked us "0 specify certain matters arising from our 1986 audit
of the Guam Power Authority. During the course of the 1986 audir, a
substantve issue arose concerning collecdbiliry of certain penalcy revenue
assessed to the Government of Guam. The Government at that time
denied that ir would pay this amount and the Guam Leglslature was not
able to fund an_ appropriadon for payment. Accordingly, GPA had
recorded a material receivable, realization of which was in seripus doubt,
We therefore infcrmed GPA that three alrernadves existed wirh respect to
their audited financial statements:

a. Provide substantive evidence to satisfy us that the amounts would be
collected. The required substantve evidence that we would need to
satisfy ourselves would have to clearly establish the Government's
intenton to pay and provide evidence of their legal obligation to
pay.

b. In the absence of such evidence, we would qualfy our audit report
based on the uncertainty of collecting the receivable.

c. Write the asset down to irs net realizable value.

Since GPA could not provide evicdence as to the collecdbility of the
disputed amounts (i.e. those amounts not encompassed within the

prouissary note signed bv the Government of Guam), GPA was left wirh
the octher two alternadves.

Generally accepted accounting principles require that receivables be
carried at their net realizable value. Irrespective of whether a rate order
existed or not, ir would not be appropnate to reflect the uncoliecdble
asset on GPA's books wirhout qualificadon of the report.

\ gf\l‘%f:'; ‘ —\\ \
\)3;‘-‘%-\?\\%\ %“‘»’\
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C\gﬁos. Fifzgerala
i r of Audit Operations
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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE TERRITORY OF GUAM

PUBLIC UTILITIES COMMISSION
OF THE TERRITORY OF GUAM,

CASE NO. 88-003

AFFIDAVIT OF
MICHAEL REIDY

Complainant,

GUAM POWER AUTHORITY,

)

)

)

)

)

vSs. )
)

;
Defendant. )
)

I, MICHAEL REIDY, being first .luly sworn upon my
oath, hereby depose and say as follows:

1. I am the Director of the Burzau of Budget and
Management of Resources for the Government o.° Guam and I have
been serving in that capacity for the Governm:nt of Guam since
January, 1587. |

2. When I took office in January, 1987 the
Government of Guam was in debt to the Guam Powver Authority
(GPA) in the approximate sum of $§15.1 million whicn included
$5.3 million in metered saies and $§9.8 million in penﬂlties as
a result of the previous administrations failure to keep the
Government of Guam powers bills paid current.

3. It was the dasire of the current administration
.0 resolve the cutstanding accoﬁ&t with GP2A, however, it was
rhe Governmant’s poglticos that as & matter of public poliicy i<
would be inappropriazte to pay the exorbitant penalties GPA was

trying to imposs on tha Govarnment.




4. As far as the Government was concerned, the
actual amount which should be paid to GPA was 1in dispute and
discussions were undertaken with representatives of GPA to
resolve the matter in a manner consistent with GPA’'s recovery
of a reasonable amount on the ocutstanding account and the
financial ability of the Government to pay.

5. On March 31, 1987, the Government executed two
promissory notes which represented the maximum amount the
Government was willing to pay to GPA on the disputed bills for
electrical service, and the payment schedules sqﬁ forth in the
promissory notes represented the maximum the Go&grnment could
afford to pay in light of the Government’'s cash’?low at that
time. 1

6. As far as the Government is con;erned, the
promissory notes represent a wvalid and legaily binding

compromise of a disputed debt and represents maximun! liability

of the Government to GPA for the disputed power bills.

MICHAEL RELDY ./
[

SUBSCRIBED and SWORN to before me this _8th day of
{ Septvmber, 1988. , -
. o e .
e s L
\,SEAL( ',/' \—//<\MQ—V s 7 - l,\___ﬁ._..,‘/—
’ 7

Srerra L. Yrancisco
Notary Public in and ior the
Territory of Guam.

My commission expires: 5/18/89
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GUAM POWER AUTHORITY

BOOBGR 8T AGANZ (GUARM LUSAE MG VETT

MAR 3 1 1987

Mr. Richard Montovya

Asslstant Secretary

C/0 Ms, Nancy Boone

Chief, Territortial Llalson

U.S. Department of Interlor .

C Su. between 18th & 19th Sts,, N.W,
Washington, D.C, 20240

RE: FY 86 GOVGUAM ARREARAGES PAYMENT-GUAM POWER AUTHORITY

Dear Mr. Montova:

Please revliew the enclosed promissory notes and provide your
response to Touche Ross § Co., our independent aud.tors.

The Guam Power Authorlity audited flnanclal :tatements for the
fiscal year ended September 30, 1986 will be Issucd by our auditors
after they have received vour response to thelr qu-ry regarding your
declslon to declare or not declare GPA [n default of the covenants
contslined in the FFBR promissory note.

Please send your response by facsimile to Touche Rosz § Co. as
soon as possible. You may send |t to elther the Touche Ross FAX
number of £71/4L77-3334 or the GPA FAX number of 671/472-1087,

Thank vou for yowr asslistance.

Sincerely,

S

JOHN M, BENAVENTE
ACTING GENERAL MANAGER

FAacicsiios

”
. S .
Touches Lot s §
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2RQNISRGAL NOTE
$2,204,315.00 Agana, Guam
Marcch 31, 1987

FOR VALUE RECEIVED, the GOVERNMENT OF GUAM (the
*Government”) promises to pay to the order of the GUAM POWER
AUTHORITY (the "Authority"), at the Authority's office in
Agana, Guam, or at such cther place as the Authority may
designate, the principal sun of TWO MILLION TWO HUNDRED FOUR
THOUSAND THREE HUNDRED FIFTEEN AND NO/100 DOLLARS
{$2,204,315.00) in lawful money, without interest, as
follows:

1. Equal payments of SIXTEEN THOUSAND SIX
HUNDRED SIXTY-SEVEN AND NO/100 DOLLARS ($16,667.00) per
month commencing on Octcber 1, 1987, with a like payment on
the first day of each month thereafter until September 1,
1988.

2. Equal pavments of SEVENTY-FIVE THOUSAND AND
NO/16G0 DOLLARS ($75,CG0C.00) per month commencing on October
1, 1988, with a l1ike pavment on the first day of each month
thereafter through September 1, 1989.

3. Equal payments of NINETY-TWO THCUSAND

THENTY-SIX AND MG 100 DOLLARS (§92,026.00) per month com-

TEHCL 20 O% OIS Ceer L oweevh 2 like payment on the figst
T mtrary sortk o phoss e s®soar cmp it Sacvamber 1. 16G0, at which
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time all of the umpaid balance shall be due and vayable in
full.

The obligation of the Government under the terms
hereof is subject to action by the Legislature of Guam to
appropriate the funds necessary to satisfy the payment
schedules set forth herein.

It is understood that this Note constitutes
payment of FY-87 penalties incurred by the Government for
non-payment of electrical power services provided by the
Authority and by acceptance of this Note as payment to the
Authority, the Govermment will cease to incur penalties for
non~paymnent of past due power bills. Therefore, in the
event of a default, the unpaid obligations under the terms
nereof shall accrue interest at the rate of twelve percent
(12%) per annum until paid.

In the event of the happening of any one or more
of the following events, any one of which shall constitute
in event of default to wit: (a) failure of the Legislature
Sf Guam to appropriate sufficient sums to enable the
Government to make the payments required under the terms
nhereof in a timely manner; (b) the non-pavment of any sums
payable hereunder whern ey then this Note and all sums due

hereunder shall beoowse oge and pavable in foll upon thirty
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SRR Rzt om aeT b
PRSI MW § oA N A A

o motiny e o the Aothorisy btn the Sovermmen

<

v
PRI £

{ )

et L

B S



provided the Sovernment 40e¢ not curt Lthe delguli within
said thirty (30) day period.

The Government agrees toc pay all cost of collec-
tion angd attorneys' fees incurred by the Authority in
enforcing this Note upon the occurrence of any event of
default, whether or not suit is brought and whether or not
final judgment is obtained.

The Government herepy waives presentment for
payrment, demand, (except as specifically set forth herein)
notice of dishonor and protest of this Note and all other
notices in connection with the delivery, acceptance, per-
formance, default or enforcement of this Note,

None of the terms or provisions of this Note may
be waived, altered, modified or amended except as the
Authority may consent thereto in writing and failure of the
Authority to complain of any act or omission on the part of
the Government, no matter how long the same may contilnue,
+hall not be deemed a waiver by the Authority of any of its
tights hereunder, ©No waiver at any time, express or
implied, of any breach of any provision hereof shall be
deemed a waiver of a breach of any other provision hereof or
& consent to any subsecuent breach of the same or any other
srovision, Mo acogpbasse of aay partial pavment of the Note
Sk eIl mmmabd ok o g Aacenpd Ay sabicFaction boat ehall oanlv be

deened a pare payment of the amount then due.

'm",v-"vf.lﬁ',f'ﬁt“»" 3/7

P VU (O

L

I

e s e e »h.. B T L e Lk ST O



If caynent heveonder shall become due and payable
on any Saturday, Sunday or public holiday then the payment
date thereof shall be extended to the next succeeding
pusiness day.

GOVERNMENT OF GUAM
/ /)

\ / ./’ /‘
o)t 5 (L
/Governor of Guam
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RROMISSORY MOTE
$6,052.800.00 Agana, Guam
March 21, 13987

FOR VALUE RECEIVED, the GOVERNMENT OF GUAM (the
"Government ") promises to pay to the order of the GUAM POWER
AUTHORITY (the "Authority®), at the Authority's office in
Agana, Guam, or at such other place as the Authority may
designate, the principal sum of SIX MILLION FIFTY-TWO
THOUSAND EIGHT HUNDRED AND NO/100 DOLLARS ($6,052,800.00) 1in
lawful money, without interest, as follows:

1. The sumn of FOUR MILLION SIXTY-TWO THOUSAND
SEVEN HUNDRED NINETY-SEVEN AND NO/100 DOLLARS
{$4,062,797.00) will be paid in egual monthly installments
of THREE HUNDRED THIRTY-EIGHT THOUSAND FIVE HUNDRED
SIXTY-SIX AND NC/100 DOLLARS ($338,565.00) each commencing
on May 1, 1987, with a like payment on the first day of each
month thereafter until April 1, 1988, at which time all sums
due under this payment schedule shall be due and payable in
full.

2. The balance of OWE MILLION NINE HUNDRED
NINETY THOUSAND THREE AND NO/100 DOLLARS ($1,990,003.00)

shall be paid as follows:

£

THOTRASTY B RUOREN RrxFY-S50EN AND NQ/X00 DOLLARS




payment on the first day of each month thereafter through
September 1, 19B8.

(b) In egual monthly installments of
FIFTY-EIGHT THOUSAND THREE HUNDRED THIRTY-THREE AND }C/100
DOLLARS ($58,333.00) commencing on October 1, 1988, with a
like payment on the first day of each month thereafter
through September 1, 1989.

(c) In equal monthy installments of NINETY
THOUSAND EIGHT HUNDRED THIRTY-FOUR AND NO/100 DOLLARS
($90,834.00) commencing on October 1, 1989, with a like
payment on the first day of each month thereafter through
September 1, 1950, at which time all sums due under this
: payment schedule shall be due and payable in full.
: It is acknowledged that the Legislature of Guam
has appropriated the funds necessary to satisfy the payment
:schedules set forth herein.

It is understood that this Note in part
consti:utes payment of penalties incurred through FY-86 by
the Government for nonmpayment of electrical power services
provided by the Authority and by acceptance of this Note as
pavment to the Authority, the Government will cease to incur
penalties for non-pavwment of past due power bills.
Ther=fore, in the event ©of & default, the unpaid obligations
wrdey the terwns herpeof zhall acerue ipterest at the rate of
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In the event of the non-payment of any sunas
payable hereunder when due then this Note and all sums due
nereunder shall become due and payable in full upon thirty
(30) days written notice by the Authority to the Govermment;
provided the Goverrment does not cure the default within
said thirty (30) day period.

The Government agrees to pay all cost of collec-
tion and attorneys' fees incurred by the Authority in
enforcing this Note upon the occurrence of any event of
default, whether or not suit is brought and whether or not
final judgment is obtained.

The Government hereby waives presentment for

.1payment, demand, (except as specifically set forth herein)

;notice of dishonor and protest of this Note and all other

notices in connection with the delivery, acceptance, per-
formance, default or enforcement of this Note.

None of the terms or provisions of this Note may
be waiv}d, altered, modified or amended except as the
Authori:y may consent thereto in writing and and failure of
the Authority to complain of any act or omission on the part
of the Government, no matter how long the same may continue,
shall not be deemed a waiver by the Authority of any of its
rights hereunder, N waiver at any time, express or im-

S2ind of ary Brascf of ame mrouigion hereof shall be deeormad
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a walver of a breach of any other prcvision hereof c¢r a
consent to any subsequent breach of the same or any other
provision. No acceptance of any partial payment of the Note
shall constitute an accord or satisfaction but shall only be
deened a part payment of the amount then due.

If payment hereunder shall become due and payable
on any Saturday, Sunday or public holiday then the payment
date thereof shall he extended to the next succeeding
business day.

COVERNMENT OF GUAM

7 -
By : vauz,d( 2 G—QL

Governor of Guam

DCW13(056)
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GLIAM PUWER AUTHORITY

P 0. BOX 2877, AGANA, GUAM, USA 985102877

TULE X $12]

February 23, 1987

Mg. Nancy Bocne

Chief, Territorisal Liziscn

Office of the Secretary

U.8. Department of Interior

C St., Between 18th & 19th Sts., N.W,
Washington, D.C, 20420

RE: FY86-GovGuam Power Billings
Dear Ms. Boone:

T enjoyed meetirg with you in San Diego and am ccrfident we will
have a good working relationshi{p in the critrical months 2head.

As a followup to cur discussion regarding the monl.es owing GPA
from GOVGUAM, and knowing thet you will likely be dfiicussing this

‘matter with the Covermer, I would like tp reiterate the concerns that

GPA {mparted to vou at the conference. Specifically, if GOVGUAM were
to pay only the $4.0 million matered sales portion cf the $11.9
million it cwed GPA from FY86, and did not agree to pay the remaining
$7.9 willion in penalties as has been provided {r & local
appropriation, two primary igpacts would occur:

(1) GPA must refund 53,0 million to Favy, since Navy
rexitted czsh to CPA beeed on debt servics calculation:
which included tha $7.9 million dollars on penalties,

o~
o
——

GPA's debt service coverage for FYB7 would be reduced
helow the 1.5x winigum, on the presumption the $1.9
~illion in FYS7 menalty revenues related to FY86 unpaid

A

talances would eleo me? ba paid.

fahr service coverage default in ¥
cn seek Smmediste rate relief in th
Taguast o the Pablie Uuiliicive O oo ol
sfoswally propoged te the Governsy s schedule
‘ah 1 rghink provides GOVOUAM with suiflciant
Cheme probieme sud yet spaurs GTA {zed il
repolving thie matter in a flscally responsible
crdfeared, nonethelegs, thar tha full amscunt

57 cuvwing oo repey $3.) millien to the
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Pleage pass a copy of this letter to Mr, Michael Reidy for his own
information and ready reference during vour discussions with Governor
Ada this week. Thank you for your assistance and I look forward to

working with you,
igiN M. BENAVENTE

Acting General Manager

cc: Michael Reidy, Director 3BMR

8P/ IMB/ 34
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QOFT!CE OF TRE SECRETARY
WASHINGTON, D.C. 20240

APR 20 1987 P

Mr. John M. Benavente N2
Acting General Manager
Guam Power Authority
P.O. Box 2977

Agana, Guam 96910-2977

Dear Mr. Benavente:

Thank you €for your 1letter of March 31 asking for our review of
the two promissory notes signed by the Government of Guam on
payment of delinquent accounts.

The overdue accounts of the Governmenkt of Guam have been of great
concern to us, and we are pleased that Governor Ada has signed
the promissory notes obligating the Government of Guam to payment
of the agreed-upon amounts. We have reviewed the notes in the
context of compliance with the Second Refinancing Agreement of
1984 bet veen the Department of the Interior and the Guam Power
Authoricy and find them to be acceptable. It appears there will
be no violation of the covenants, We would, however, reguest
from you, in writing, an analysis over the life of the promissory
notes of yosur ability to meet the covenant requiring a 95 percent
collection rate for any three consecutive months, We would also
request that you notify us if any of the events of default
described in the promissory notes should oceur.

We expect that all covenants contained in the Second Refinancing

Agreement will be strictly followed. Our concurrence with the
agreement youg have reached with the Government of Guam {s not to
be construed As a waiver or modificaktion of any terms contained
in the Second k2financing Agreement.

Sincerely, —4$:f'-__‘\

Ja

Richard T. Mont
Assistant Secretary~--Territorial
.and International Affairs

€C: Touche Ross & Cofepany (Suam)

EXHIBIT
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taren. Ths Dirsctor may expend such zumg a2 8re necessary (o
recrilt euditore, Trvenus sgents, revenue officers or other ralated
support stef’, t0 purchese not more than two (2) personal ccmpuiers
and related software, to purchase necessary office furniture and to
reimburse local travel.

Section 13. The sum of Six Milion Four Hundred Eighteen
Thouse;nd Five Hundred Dollars ($6,418,500) is appropriated from the
General Fund to the Government of Guam Retirement Fund to provide
for the continued implementaticn of the One Huncred Dollar (3100)
annuity benefits, the Seven Hundred Dolar ($700) supplemrental
annuity benefits, the Eight Hundred Thirty Eight Dollar ($838) annuity
benefits, the GCovernor's and Lt. Governcr's pensions, and retirees'
group insurance premiums.

Secdon 14. The sum of One Millon One Hundred Fifty Nine
Thousand Three Hundred Seventy Three Dollars ($1,1£9,373) is
appropriated from the General Fund to the Government of Guam
Retirement Fund for the purpose of funding in a lump sum a Four
Hundred Nineteen Dollar ($418) Coat of Living Allowace for
government of Cuam retzees or their survivors for Fiscal Year 1988,

SecHon 15. The sum of Fifty Thousand Dollars ($50,700) is
appropriated frem thz General Fund to pay Four Hundred Nireteen
Dollars (%419) Cost of Living Allowance 10 each eligible classiffted
government of Guam employee, other than those classifled emplovees
already covered in the Territorial agency budgets of this Act. The
appropriation in this secticn shall inelude applicable benefits in
addition te the Four Hundred Nineteen Dollars ($319) COLA paid to

each enloyes, Pavmenis shaill be made pro rata in the bi-weekly
compen s rion of e triployees.
Secticn 8. Subsection (a) of Section 21 »f P.L. 18-48-----—-->
,’/,,f'"'
- ‘//‘
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is amended to read:

"(a) The sum of Elght Millon Two Hundred Fifty-seven
Thousand One Hundred Fifteen Dollars ($8,257,115) {s appropriated
from the General Fund to the Guam Power Authority for the
purpose of liquidating meter billings and pensalities incurred by
government of Guam line agencles and autonomous agendies, for
the periods end up through September 30, 1988; except, of this
appropriation, Two Milllon Two Hundred Four Thousand Three
Hundred Fifteen Dollars ($2,204,315) may be used for the purpose
of Uquidating penalties incurred by the government of Guam up
until March 31, 1987." = S, aa le
-1Section 17. The sum of One Hundred Thousand

— Four Hundred Thirty Eight Dollars (m is appropnated from the
Cenerd Fund to the Department of Mental Health and Substance Abuse
to funi the operation of the Guma Manhoben Program for Fiscal Year
1988,

> S A

~ | Ny Mo Mo ff [
Se xdon 18 The sum of )Lrgs’

approp.mted from the Gerneral Fund to the Hospital Opemdons Fund to
fund the:Guam Memorial Hospital Authority's Fiscal Year 13988 operating
budget. ‘

Section 19. 7The sum of Two Hundred Thirty Thousand Dcllars
(3350:900-) is apgropriatad from the Gerneral Fund to the Department of
Land Mansgement for the purpose of microfilming land records,

registration, mepping, and surveying of unsurveyed government land.
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L AGANA, GUAM, USA 25910-7877

TLLLX 1)

June 11, 1987

.‘-. ! .';‘.‘
VIA_HAND DEL IVERY (J W L

tir . Joseph Duenas

Chairman

Public Utilities Commission
Post Office Box 8642

Agana, Guam 96910

RE: REMOVAL OF GPA LATE PAYMENT CHARGE
Dear Mr. Duenas:

The GPA Board decided at 1its June 3, 1987 Board meeting to
remove Schedule "cn, late payment charge. This charge has not
been very &effective as an incentive for government accounts to
remain cur’=nt, as evidenced by the past substantial buildup of
unpaid billings. The Jegislature has reduced the amount of
penalty which can be collected from the Govermnment from 5% to 1%
per month which provides even less incentive to the Government
toc keep its bills current. Thus, with the continuation of a
penalty charge it is possible that in the future GPA will again
be faced wit) accumulated past due billings and penalties which
wil]l only serv?® to distort GPA's true financial picture.

The Board is satisfied that by elimination of the charge the
Board will then be in a position to disconnect any delinquent
government accounts thereby making the Government subject to the
same rules as OGPA's other customers. As you are aware, the
disconnect policy hasg been an effective deterrent to
accumulation of unpeid billings.

The Public Utilities Commission is hereby requested to take such
action as it deems appropriate including holding a hearing an
this" matter if necessary, to insure the validity of the Board's
action in elimination of the penalty.

If you have any questians, please contact either myself or the
General Manager, Mr. Jcohn Benavente.

S;hcxrel{% g 1 \
P9 Vo

D.J. SABLA
Chairman
Board of Directors




whenever used im this YMote, any one of tha follewing awents:

a) Fazilure by the Authority to make any payment
of Principal of or interest or Late Charges (if any) on this
Note when and as the same shall become due and payable, and
said failure to pay shall continue for a period of two

hundred (200) days from the date of scheduled payment; or

b) The FFB, or its successors or assigns as
holder hereof, shall have received a Notice of Acceleration

(as said term {8 defined in the Seconc Fafinancing Agreement

dated , 1984, by and betwees the Authority and

the Secretary) from the Secretary.

10. Upon the occurrence of an Event of Default under
this Note, the entire outstanding Principal amount, together
with 2ll accrued interest thereon and late Cirarges, if any,

shall be immediately due and payable.

11. The holder of this Note may sell, éssign or
otherwise transfer all or any part of this Note, and the

Guaranty of the Secretary attached hereto, shall continue in

full force and cffect.

12, This Norte 1ie¢ issued, executed and delivered on

tenalf of the Auchoricy pursuant to the Guam Power Authority

Tt s 0
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Revenue Bond Act of 1968 and Section 21552(e)(12 GCA Sectioen
8203(e)) thereof, and pursuant to Resolution No. 79 (the
"Resolution") adopted by the Board of Directors of the
Authority on October 11, 1984, and both principal hereof and
interest hereon are payable solely from funds derived (a)
from revenues derived from the Authority's system (defined
and referred to in the Resolution); or (b) from the proceeds
of sale of the first additional revenue bonds hereafter
issued by the Board of Directors of the Authority (as
referred to in the Resolution); or, .c¢) from such other
funds as may be available to the Aathority, and the
Authori*y is not obligated to pay the saﬁﬁ except from such
funds. This Note is a special obligation of the Authority,
.SECUted as aforesaid, and 1is 1issued ésubject to and
subordinate to all ovutstanding revenue .bpnds heretofore
issued by the Authority and the holder of this Note cannot
compel the forfeiture of any property of the Authority. The
Note is not a lien or charge against the Territory:of Guam,
or against the Governor of Guam, or against any property or
funde of said Territory, said Governor, the Authority or
said Board of Directors except as provided in the
‘Resolution. Neither the paymen:: of the principael hereof nor
any part hervsof, nor sany interest thereon constitutes a
Jebt, liabilicy or obligation of the Territory of Guam or

the Gevernor of CGuam.
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13. This Note, so loag as the FFR &3 the holder hereof,
shall, t¢ the emtent perwittad by law, be subjfect to such
modification a3 may be outually sgreed upon in writing by
the Authority, the FFB, and the Secretary.

IN WITNESS WHEREOY, the CUAM POWER AUTHORITY has caused
this Note to be signed in its naﬁm“gnd cn its behalf by the

manual signature of the Chairman of ua‘.‘mrd of Directors.

DATED: BN UL

GUAM POWER AUTHORLIY f

TJESUE G, TR
Board of Dirx

B T T 1)
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GUARANTY
The United States of America sacting through cthe
Secretary of the Department of the Interior (“Secretary"),
hereby guarantees to the Federal Financing Bank ("FFB'"), or

assigns, as holder of the Note dated ,

1984, (the ''Note'") to which this Guaranty {s attached, upon
the demand of such holder, and pledges the full faith and
credit of the United States of America for, payment of the
full amount of the unpaid interest on, 2and the unpaid
balance of the principal of, the Note, including interest on
overdue installments of principal and/or interest accruing
pursuant to the Note.

This Guaranty is issued pursuant to the Organic Acﬁ of
Guam, as awmended, and the Financing Agreement, da{ed

, 1984, between the Secretary and the

FFB, and 1s irrevocable, incontestable and unconditional in
the hands of the holder hereof, 1irrespective of the
validity, legality or enforceability of the Note, or anv
other circumstances which might «constitute a legal or

equitable discharge of a surety or guarantor.

DATED _ . , 1984
DEPARTMENT OF THE INTERIOR
By
VILLYAX D, CLARK
, Secretary of the Interior
T0009/:
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PAYMENT
DATE

12/3/1984
F=15-1985
9-16~1985
3-17-1986
9-15-1986
3-16-1987
9-15-1987
3-15~1988
9-15-1988
3-15-1989
9-15-1989
3-15-1990
9-17-1990
3-15-1991
9-16-1991
3~16-1992
9-15-1992
3-15-1993
9-15-1993
3-15-1994
9-15-1994

3151995

9=15-1995
3~15-1996
9-16~1996
3-17-1997
9-15-1997
3-16-1998
9-15-1998
3-15-1999
9-15-1999
3-15-2000
9-15-2000

t  3-15-2001

9~17-2001
3-15-2002
5-16~2002
317-2003
9-15-2003
3152004
9-15-2004

QI4M POWER AUTHORITY - PAYMENT SOREDULE

DECEMBFR 3, 1984 PROMISSORY NOTE

RATE = 7.000%

GPA TOTAL GPA
PRINCTPAL INTEREST PAYMENT
435,000.00 704,219.18 1,139,219.18
440,000.00 1,261,826.71 1,701,826.71
465,000,00 1,226,006.85 1,691,006.85
470,000.00 1,209,776.44 1,679,776.44
505,000.00 1,193,371.51 1,698,371.51
505,000.00 1,182,205.07 1,687,205.07
540,000.00 1,158,118.36 1,698,118.36
$35,000.00 1,151,789.59 1,686,789.59
$75,000.00 1,114,439.32 1,689,439.32
575,000.00 1,112,620.27 1,687,620.27
615,000.00 1,074,520.14 1,689,520.14
620,000,00 1,082,265.21 1,702,265.21
655,000,00 1,020,250.9% 1,675,250.96
660,000.00 1,031,210.27 1,691,210.27
705,000.00  991,451.23 1,696,451.23
705,000.00  972,156.16 1,677,156.16
785,000.00  937,059.32 1,692,059.32
755,000.00  925,948.49 ' 1,680,948.49
805,000,00  884,643.70 1,689,643,70
810,000.00  870,899.73 1,680,899.73
865,000,00 ~ 828,583.29 1,693,583.29
865,000.00  811,792.88 1,676,792.88
920,000.00  772,776.99 1,692,776.99
925,000.00  752,873.97 1,677,873.97
990,000.00  708,378.90 1,698,378.90
990,000.00  673,823.84 1,663,823.8
1,055,000.00  639,268.77 1,694,268.77
1,060,000.00  605,755.07 1,665,755.07
1,130,000.00  562,339.73 1,692,339.73
1,135,000.00  531,785.21 1,666,785.21
1,210,000.00  486,388.77 1,696,388.77
1,215,000.00  449,035.62 1,664,035.62
1,295,000.C0 ' 399,538.90 1,694,538.90
1,295,000.00  '364,381.64 1,659,381.64
1,385 000.00  06,212.60 1,691,212.60
1,30 00,00 .%7,337.67 1,657,337.67
1485 0,00 11.,485.75 1,699,485,75
LAES 230,00 192,653.15 1,647,653.15
LAETS.R L15,010.05 1,695,820.55
1,54 ,000.00 $6,107.43 1,646,107.40

30,809,1:2.21

%83 00,00
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of Diveecears or the Ceneral Manager of the Cuss Powser
Authoriey, end (1) appoint in their placee meabars or a
General Manazger who shall serve at the pleasure of the
Secretary, or (ii) contract for the management of the Guam
Power Authority or (2) 1issue a Notice of Acceleration
directing the holder of the 1984 Note to declare the entire
unpaid principal balance of such Note together with all
accruad interest and late charges as provided under such
Note, if any, immediately due and payable.

Provided, however, that upon the occurrence of an event
of default described in subsection (a), the Secretary shall
not issue & Notice of Acceleration but shall promptly cause
to be paid to the holder of the 1984 Note all amounts of
principal, interest and late charges then due and payable
under such Note from such funds as may then be or thereafter
become available pursuant to Section 2 hereof.

6, Miscellaneous:

' (a) ‘avestment of Funds. All moneys
held by the Trustee and allocated to the Interest and
Principal Fund shall be invested in Federal Securities (as
that term is defined in Recsolution No. 1 adopted by the
Board of Directors of the ‘uthority on June 16, 1969) or
certificates of deposit or interest bearing accounts of any
bank or savings and loan 2ssociacion duly 1licensed to
conduct such business within ‘he Territory of Guam (collect-
ively “Savings Accounts") maturing not later than the date
on which such moneys are required for payment by the
Trustee, Moneys held in the Reserve Fund not then required
to be applied to payment of the 1984 Note shall be i{nvested
in Federal Securities (as so dacvfined) or Savings Accounts
which mature not more than twelvz years from the date of
purchsse by the Trustee. ¥ot ore than NINE HUNDRED
THOUSAND DOLLARS ($900,000.00) of the Reserve Fund shall be
invested in Savings Accounts at any one time. For the
purpose of datermining the amount of money in the Reserve
Fund, all investment of moneys therein shall be valuved at
their current market values as of the immediately preceding
March 13 or September 15. All {interest received on any
moneys 8o invested shall be deposited in and for the pur-
poses of the Reserve Fund.

. () Appointment of Trustee. On or
before the spimzie:h (60thT day following the dateé herecf,
the Authority wtil #appoint a bank duly licensed to conduce
the banking Buzinsge wichin the Territory of Guem snd
approvad by che Sagrecary vy [(rustee fer the Authority, the
holders of the 1984 ¥otaz, the Secretsry and the Govermment
of Guad, to &ct 28 the legal depositorv of the Authogisy #op
the purpose +f reogiving all woneys which the Tresecurar is

<
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required to pay to the Truscee haxawné@y. gamd e zliscare
and use end zpply the same &8 provided herain.

The Board of Dirsctors of the Authority msy, with the
approval of the Secretary, Temove the Trustee initially
appointed, and any successor thereto, and may, with the
approval of the Secretary, appoint a successor Or SuCCessors
thereto; provided that any successor Trustee shall be a bank
duly licensed to conduct the banking business within the
Territory of Guam having a cagital and surplues of not less
than FIFTY MILLION DOLLARS ($50,000,000).

Any Trustee, as a condition of its appointment shall
enter into a trust agreement with the Authority for the
benefit of the holder of the 1984 Note, the Secretary, the
Authority and the Government of Guam providing that the
Trustee shall faithfully execute and perform the duties and
obligations of Trusrtae specified herein. The Trustee at the
request of the Secretary, shall provide to him statements of
account for the Interest and Principal Fund and the Reserve
Fund showing deposits, withdrawals, income earned, expenses
incurred, and current balances. T.e Trustee may at any time
resign and be discharged of its diaties and obligations by
giving not less than sixty (60) dars written notice to the
tuthority and the Secretary specif ing the date when such
resignation shall take effect. Such resignation shall take
effect on the date specified in such notice unless previous-
ly a successor shall have beem apjrointed as hereinabove
provided, in which event such resign.ition shall .take effect
immediately upon the appointment of such successor; pro-
vided, however, that such resignatican of the Trustee shall
in no event take effect until such successor shall have been
appointed. :

{c) Partial Invalidity. TIf any one or more
of the covenants or agreements, or portinns thereof, pro-
vided herein on the part of the Authority or the Board to be
performed should be contrary to law, then siich covenant or
covenants, such agreement or agreements, or such portions
hereof, shzll be null and void and shall be deemed separable
from the remaining covenants and agreements or portions
thereof and shall in no way affect the validity of cthis
Agreement oxr the 1984 Note but the Secretary and holder of
the 1984 Rote shall retain all the rights and benefits
accorded to them under applicable provisions of law.

{d} Hegi.e. Whenever herein the giving of
notice by mail or otharvise ls required, the giving of such
notice wmay be waived {2 writing by the person entitled to
receive such netice, and im any such case the giviang ox
receipt of such aotice shell not be a condition precedent to
th? validity of any action tzken iIn reliance upon such
waiver.

U
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{a} 3Saction Headings. The heading or ctitlas
of the several Sections and other subdivisionsg, and any

rable of contants appended to coples hereof, shall be solely
for convenisence of reference and shall not affect the
meaning, construction or effect of this agreement, and all
references herein to "Sections'" and other subdivisions are
to the corresponding Section or subdivisions of this agree-
ment, and the worga "herein', '"hereof', '"hereunder" and
“this agreement' and other words of similar {mport refer to
this agreement as a whole and not to any particular Section
or subdivision hereof unless otherwise expressly stated.

(f) Waivers. Fallure of the Secretary or
the holder of the 1984 Note to complain of any act or
omission on the part of the Authority or the Government of
Guam no matter how long the same may continue, shall not be
deemed a waiver by safd party of any of its rights here-
under. Mo walver at any time, expresas or implied, of any
breach of any provision hereof shall be deemed a waiver of a
breach of any other provision hereof or a consent to any
subsequent breach of the same cr any other provision. No
acceptance of any partial payriit of the 1984 Note shall
constitute an accord or satisfaction but shall only be
deemed a part payment 0f the amourt then due.

IN WITNESS WHEREOF, the p:rties have caused this
agreement to be executed in the City of Washington, District
of Columbia, on the date and year first hereinabove set

forth.

GUAM POWER AUTHCRITY

At-est:

/8/ Jesus G. Camacho
JESUS G. CAMACHD .
Chairman of the Board /s/ tavid J. Sablan
of Directors DAVID J. SABLAN
Secretary of the Board
(Seal) of Directors
DEPARTMENT OF THE INTERIOR
Attest:
/s/ William P. Clark
JILLTAN 7. CLEARS ‘
Secretary vf Che Inzerier /8/ Richard T. Montoya
Depertment of the Iaterior A . FONTOY &
Umited States of awmevica kssistant Secretavy of
the Interior for
Territorizl and Inter-
(Seal) national Affairs

N < V1111 13 S
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The Covernment of Guas, iurau&nt to the lavw of CGuesm,
acting through the Governor of Guam and in eccorvdance with
Resolution 542 duly and mg{ullﬂ)’ zdopted by the Seventeenth
Guam Legislature on ehe flrast day of December, 138&, does
hereby approve the foregoing refinancing agreement, the
rerms and conditions and covenants thereof and the issuance
of the 1984 fNote for THIRTY-SIX MILLION DOLLARS
($36,000,000) contemplated therein. In consideration of the
execution of said refinancing agreement by the Secretary of
the Interior of the Department of the Interior of the United
States of America and his execution on behalf of the United
States of America of the guarantee to the Federal Financing
Bank of said 1984 Note, the Government of Guam promises and
covenants that the independent rate making authority vested
in the Public Utilities Commission by Guam Public Law 17-74
will not be impaired, and any rperson, entity, board,
commission, agency or other instrumentality authorized or
empowered under the laws of the Territory of Guam to
establish, modify, review, approve or otherwise regulate
rates, and charges for the sale or use of electric energy
produced, transmitted, distributed, ,r furnished by the
Authority shall be bound by the laws of the Territory of
Guam to establish, maintain and approve rates sufficient to
satisfy all financial obligations :nd future capital
investment needs of the Guam Power Autlority as determined
in accordance with generally accepted rzte-making practices
of publie wutilities. The Government of Guam further
promises and covenants that no person sh:;ll be nominated or
appointed to the Board of Directors «f the. Guam Power
Authority without the prior consent of th: Secretary.

Done this 3,4 day of December . , 1984

/8/ Ricardo J. Bordallpn
KITARDO J. BORDALLO ,

Governor 8f Guam

TO009/E
11-27-84
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United States of Amevicsa Guam Power Juthority
Territoyy of Guas 1884 Promissory Yote

1, For value received, the GUAM POWER AUTHORITY

("Authority"), a publie corporation and autonomous

instrumentality of the Govermment of Guam, hereby promises

to pay $36,000,000 (the 'Principal”) to the Federal

Financing Bank ("FFB"), which term includes successors and
assigns, by September 15, 2004, Interest shall be paid on

March 15 and September 15 of each year, adjusted for

Business Days pursuant to paragraph 7 hereof, as long as any

part of the Principal remains outstanding (the '"Payment

Dates'") on the d2ily unpaid Principel balance calculated on
a 365-day year and the actusl number of days elapsed from
the date hereof until the date of paywent at a rate of seven
{7) percent per snnue {the "Note Rate'") in accordance with
Section 11 of the Organic Acet of Guam, zs amend

.

&)

2. The Principal hereof shall be repayable in forty

Principal instgliments on the Payment Dites niginning with

March 15, 1985, and ending on September 15, 200%.

Prior to

e R
TING w u

s soceprvames of rhie Hots, toa Authorizy shell
Tha TER whth & sehmdwie of ¥Friaoiozl

- oy
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sufficlent to repay the Principal amount 'n 40 inatalicents.




ha scon as practiceble after the date hereof, tha FFB shail
provide the Authority with a schedule of Principal and
{nterest payments due under this Note, and such schedule

shall thereafter be considered a part of this Note.

3. Principal and interest shall be paid i{n Federal
funds by wire transfer to the Federal Reserve Bank of New

York on each Payment Date and the wire shall include the

following credit information:

United States Treasury
New York, New York
021030004

TREAS NYC/(2018000%)

For credit to the Federal Financing Bank
Treasury Annex No. 1 :

Washington, D.C. 20226

4. All payments on thig Note shall be first applied to
Late Charges (if any), then to interest and ne-t to
Principal. All payments due under this Note are subject o
the Guaranty of the Secretary of the Interior (''Secretary’)

attached hereto, a2s to timely payment when and as due,.

2. In the event any payment of Principal or interest
undsr iz TMole f3 ner made vhen and as due, the avmount
nE R Lol e gush paveent. pluz Intorvest Lhizieon DUow

the <1z 4& to the date of payment (herein the '"late

havges') ot 2 current rate established by the FFB pursuant

- ——ﬂ-‘dﬁﬁif";&? Bt
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to Section & of the FTadzral Financing Bank Act of 1973, ag
amended (12 U.$.C. 228%) and based on the rate prevailing ia
the market for the most rvecently auctioned 13-week United
States Treasury bills. Upon the expiration of each
successive 91-day period following the scheduled Payment
Date for any outstanding payment, the FFB shall establish a
new rate pursuant to this paragraph and such rate shall be
applied to the outstanding payment and all Late Charges
accrued thereon to date. During any period when Late
Charges are accruing on an overdue payment, additional
interest at the Note Rate shall not accrue on the overdue
payment. Nothing in this paragraph 5 shall be construed as
permitting or implying that .the Authority may, without the
written consent of the FFB, wmodify, extend, alter or affect
in any manner whatsoever (except as explicitly provided
herein) the right of the FFB to receive any and all payments

of Principal and interest on the dates specified in this

Note.

6. Upon acceptance of this Note, the FFB shall apply
the proceeds of this Note to payment of the outstanding
Principzal balance of the obligati m of e Authority to the
FFB guaranteed by the Secretary? pursusz 't to Publie Law
94-393, 90 Sesr, 1YY {1%76) as amended, evidenced by che
fule cavted Dreembey 3L, 1930 ss  zended by Amendment No. 1

effective June 18, 1282,

O }. e
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7. 1f a paywent of Primcipal sr interest is due on a
day on which either the FFB or the Federal Reserve Bank of
New York (the "FRB") is not open for business, such payment
shall be made on the first day thereafter on which both the
FFB and the FRB are open for business (a ""Business Day").
Such payment shall include interest accrued to and including
the Busineszs Day on which payment is made and the subsequent
payment shall include interest accrued from the Business Day

on which payment is made.

8. The Authority may, upon five (5) Business Days’
written notice to the FFB with the written approval of the
Secretary on any Payment Date repurchase all or part of the
outstanding Prinecipal of this Note at a repurchase price
equal to the Principal amount s0 to be repurchased plus
accrued intereat thereon to the date fixed for repurchase.
Parti{al repurchases of the outstanding Principal shall be
applied to the schedule described in paragraph 2 hereof, in
the inverse order in which such installments are due.
Following any such partial repurchase, the FFB shall provide
the Authority with a revised schedu‘e of Principal and

interest payments and such schadule :hall thereafter be

congidezed & pare of this Rota.

¢, The following shall be "Events of Default" under

thigs Note aznd the term "Event of Defaultr"” shall mean,

(OPL I AL o g T
o by~ {E_‘vniﬁ:—.“? ;



1984 REFINANCING

SECOMD REFINANCING AGREEMENT
$36,000,000

4 &4 & o »

1984 PROMISSORY NOTE

¢ » & & &

FINANCING AGREEMENT
FFB - DOI

® v =8

1880 NGTE - "PAID”

GUAM FOWER AUTHORITY



SECOND REFINANCING AGREEMENT
$36,000,000.00
Due on or before December 31, 2004
By and Between
THE GUAM POWER AUTHORITY
and

TUE SECRETARY OF THE INTERIOR

Un.ited Stares of America

December 3 , 1984
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SECORD BEFINANCING AGFREZMINT

This agreement made and entered into this 3rd day of

, 1984, by and between the POWER
KU%ﬁgﬁ?%§z—I—EESlic corporation and autonomous instrumental-
ity of the Government of Guam (the "Authority'"), and the

SECRETARY OF THE INTERIOR of the Department of the Interior
of the UNITED STATES OF AMERICA (the "Secretary").

WITRESSETH:

WHEREAS, the Guam Power Authority now owns and operates
an electric power system and is engaged in the production,
transmission, distribution and sale of electric power to the
inhabitants of the Territory of Guam; and

WHEREAS, the Authority issued a promissory note dated
December 31, 1980, to the Federal Financing Bank, a body
corporate and an instrumentality of the United States
Government (the 'FFB"), in the principal amount of
THIRTY-SIX MILLION DOLLARS (536,000,000) which indebtedness
will become due and payable on Decembers 31, 1990 (the '"1980
Note'); and "

WHEREAS, the United States Congress by the enactment of
Public Law 98-454 suthorized refinancing of the 1980 Note,
subject to certain conditions, and to that end directed the
FFB to purchagse certain obligations of the Authority and
directed the Secretary to guarantee the same; and

WHEREAS, the Board of Directors of the Guam Powey
Authority by its Resolution No. 7% has requested a second
refinancing agreement pertaining to the indebtedness evi-
denced by the 1980 Note; and

WHEREAS, the Authority has or will issue its note in
the principal amount of TRIRTY-SIX MILLION DOLLARS
($36,000,000) providing for (i) substantially equal semi-
annual installments of principal and interest, (ii) maturity
of obligations no later tton December 31, 2004, and (1iii) an
annual simple {ntere t vat. of seven per centum, to be
subject to the terms :f this zgreement and substantially in

the forzm gtrecksed her o ~o whibie A" and by this refer-
ence lnserporatel neiu o (i T10EL Nete'): and

1'*" ﬁuwvr v-.«né-l,._‘. )«fr’ S RN
- e ae §

NRAL Sy PRI < . (LN . N . \,n.‘\.\,‘,.,z.\.

Agrewu&vt by the &gl ocwite o oad dis ubptox by the Goveru-
ment of Cuam the F¥L as agreed te pu*chase said 138& Note
&nd the Seereizyy Wi sgreed to .varantee it on behalf of

the Uniced Statesr of . werics;
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KOw, THERIFORE, in considerztion of the mutual cove-
nants, terms and conditions contzined herein, and intendiag
to be legally bound heredby, the Authority a&nd the Secretery
agree with each other as follows:

1. Nature of Obligation: The indebtedness evidenced
by the 1987 Rote shall be incurred, and the payment of the
principal of and interest on the 1984 Note shall be subject
and subordinate to, the contractual obligation of the
Authority and its Board of Directors to the holders of all
outstanding revenue bonds heretofore issued by the Authority
and Board of Directors under the Guam Power Authority
Revenue Bond Act of 1968, Chapter VII, Title XXII1 of the
Government Code of the Territory of Guam, codified as
Artiele 2, Chapter 8, Title 12 of the Guam Code Annotated
(the "Revenue Bond Act"). The principal of and interest on
the 1984 Note shall be payable only from funds derived (a)
from Revenues of the System (as those terms are defined in
Resolutions Nos. 1 and 19 adopted by the Board of Directors
of the Authority on June 16, 1969, and October 31, 1972,
respectively) 1legally available for such payment in cthe
surplus fund created by paragraph (5) of Section 5.03 of
said Resolutions Nos, 1 and 19, or (b) frnm the proceeds of
sale of the first additional revenue bonds hereafter issued
under the Revenue Bond Act, and in accordance with the
provisions of said Resolutions Nos. 1 and 19, or (c) from
such other funds as may be available to the Autherity.

The 1984 Note is a special obligation of the Authority
secured only as herein provided and the owner of the 1984
Note cannot compel the forfeiture of any property of the
Authority. The 1984 Note is not a lien or charge against
the Territory of Guam, or against the Governor of Guam, or
against any property or funds of said Territory, said
Governor, the Authority or the Board of Directcrs of the
Authority except as herein provided in Section 2. Neither
the payment of the principal of the 1984 Note nor any part
thereof nor any interest thereon constitutes a debt, lia-
bility or obligation of the Territory of Guam or of the
Governor of Guam except as provided herein.

2. Failure to Pay; R.ght of Offset: The Author-
ity, and the Government uam, by 1ts approval of this
agreement, agree and cons-nt that should the Authority fail
to pay in full any {nstallnent of ‘nterest or principal when
due of the 1884 Note, the Secretary of the Treasury of the
Departzent of the Treacury of the United States ({the

"Secretser of th: Treoasu. ) UpoOu Loltice Yrom the Secretary
is authorized to fand ou uvant ty Section 11 ¢f the Crgenic
Lot of Guax 3% gmended, : &ll) deduct and pay to the FFB or
the Secreteary, acgording - - their respective interests, such

amount frosm sums collectit and psyable pursuant to Section
30 of the Organic Azt ¢ Guaw, & amencded., The Authoviiy
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and the Covernmast of Guawm by ilts spprovil of this agreement

agrea and congent that Acts of the Congrzss of the United
States msking sppropriations may provide for the withholding
of any payweets from the United States to the govarnment of
Guam whfch wey hereafter become due pursuant Lo any law and
offset the amount of such withheld payments against any
claim the United States wmay have against the government of
Guam or the Guam Power Authority pursuant to the guarantee
of the 1984 Note. The right of offset contained herein
arises only as set forth in this Section; no event of
default set out in Section 5 shall give rise to such right
of offset UNLESS such right would also arise under this
Section. The Authority and all persons approving this
Agreement agree that any wonetary obligation of the
Authority to the CGovernment of Guam arising- as a result of
an offset authorized by this Section is payable by the
Authority only from funds which under Section 1 hereof are
available for payment of principal and interest on the 1984
Note, and the Government of Guam shall have no right to make
any offset against the Authority which would reduce the
Revenues of the System (as those terms are defined in
Section 1 hereof).

3. Authorization: The parties hereto, hereby
represent and warrant to each other that each has reviewed
all proceedings relative hereto and has fou.d anc determined
that each and all of the matters hereinabove recited are
true and correct and that the parties have duly and regu-
"~ larly complied with all applicabile provisions of law and are
authorized by law to undertake, agree and enter Iinto the
obligations herein contained upon the terms herein provided.

4, Covenants: As used in this section capital-
ized terms not otherwlse defined herein but defined in
Resolution No. 1 adopted by the Board of Directors of the
Authority June 16, 1969, have the wmeanings therein set
forth.

(2) General Covenant. The Authority and the
Board, for themselves, thelr successors and assigns, repre-
sent, warrant, covenant and agree with the Secretary as a
material inducement to his execution of the guarantee of the
1984 Note, that so long as the 1¢84 Note shall remain
outstanding and the principal ther:ci or interest thereon
shall be unpaid or unprovided for, tae Authority and the
Board will faithfully perform all ot the covenants and
agreements herals conteined. The Gov. .rnor of Gusm, the
trecourer of the Authority, tae Director and all other

officers and egancies of the Te ritory of Guam shall (i) be
hevnd by 21) ¥ the sewvanant cnd agreements szt forth
tereing gnd (L&) perferm all s ch covznants and agreements
wivich, under the Organic Act of Suam or any provision of the
Code or any othay statute of ¢ Territory of Guam, can be

)




raken for sy on behalf of in lieu of the Board saly by the
Governoy of Guam, the treasurer of the Authority, Cche
Director ot other such officer or sgency.

(b) Punctual Payment. The Authority will
punctually pay or cause to be paid the principal and inter-
est to become due in respect of the 1984 Note, in strict
conformity with the terms thereof.

(¢) Limitations on Free Use of Facilities.
None of the electric energy owned, controlled or supplied by
the Authority shall be furmished or supplied free to any
person, but on the contrary shall always be sold or fur-
nished so as to produce Revenues hereunder.

(d) Collection. The Authority will not
knowingly continue to fumish electric energy to any custo-
mey, public or private, when such customer has an unpaid
balance due and owing to the Authority that has been due for
more than sixty (60) days unless (i) cthe Secretary has
authorized the Authority in writing to continue service to
such customer, or (ii) there is a good faith dispute (not
ineluding a claimed right by the customer to offset) con-
cerning the entire overdue amount. The Authority shall
establish and maintain rules and regulations governing the
collection of delinquent accounts and the discontinuation of
service and shall uniformly apply and enforce the same. The
Authority will not allow its collection rate on current
billings to fall below a rate of ninety-five percent (95)
for any three consecutive months beginning January 1, 1985,
unless the same 1is caused by circumstances beyond the
control of the Authority, as determined by the Secretary.

(e) Operation and Maintenance of the System.
The Authority will operate the System continuously, 1in
accordance with electric utility standards for similar areas
and situations, to the extent practicable under conditions
as they may from time to time exist, in an efficient and
economical manner, and will at all times maintain, preserve
and keep, or cause to be maintained, preserved and kept, the
System, 1including all parts thereof and appurtenances
thereto, in good repair, working order and condition, and in
such manner that the operating efficiunzy thereof will be of
the highest character and so th:t all ‘awful orders of any
governmantal agency or authority’having jurisdiction in the
premises will be complied wich (yrovided :the Authiority shall
not be required to comply with :ny such orders so long as
the validiry or apslicarion thez-eof shall bes contastcd Lo
good falith), and the Aurheviz: +« 11 Jrcowm time o time mzke,
AT CiUs4e e Be Tadw. ell meces vy an . propes repairs and
Tiplrcenente ¢9 thet ke dusine. v carried on in connection
with the System by the Authority or the production, trans-
mission and diastrikution of eleci 'ic energy at all times may
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be proparly and sdvangagesusly wonducted dn & Dunner con-
of the Heldersz of ihe Bonds and the Secrctary are [ull
protected and preragrved, Once in avery thrge jears th
Secretary shall obtain an engineer’'s certificate scating
that the signer has inspected the System and setting forth
(i) whether the Authority has complied with the covenants
set forth in the preceding sentence, (1ii) such recommenda-
tions as the signer may make as to the proper maintenance,
repair and operation of the System and an estimate of the
amount of money necessary therefore, and (1ii) such recom-
mendation as the gigner may have with respect to repairs,
replacements, improvements and extensions of the System.
The Secretary and the Authority shall equally divide the
expense of obtaining such engineer's certificate. The
Secretary may at his own cost and expense obtain an engi-
neer's certificate a2t more frequent intervals. 'Engineer's
certificate" shall mean an opinion or statement signed by an
independent engineer or engineering firm recognized to be
well qualified in engineering matters relating to electric
power systems and selected by the Secretary. The Authority
shall fully cooperate with the engineers or flrms selected
and permit inspection of the System at reasonable times.
Within sixty (60) days after receipt of the engineer's
certificate, the Authority will provide comments to the
Secretary on the recommendations and will initiate actions
-~ to correct deficiencies or make improvements, in accordance
¢ with the Authority’s ability to take such action, weighing
the costs and complexity of the corrective measures required
and subject to its legal obligations to the Helders of the
Bonds.

(£) Accounting Records and Financial

Slatements.

(1) The Authority will follow account-
ing pr.icedures established by the Federal Energy Regulatory
Commission for electric utiliries and will keep proper books
of records and accounts, in which complete and correct
entries shall be made of all transactions relating to the
System and the Revenues, Such books of records and accounts
shall at all times during business hours be subject to the
inspection of the Secretary, or his representative author-
ized in writing. The Board will file quarterly with the
Secretary such rTaports compiled from said books of records
and accounts as the Secretary may from time to time direct.

R The Authoricy will place on file
with the Secrvarsry snd che Governor of Guzam and the Legisla-
g oof Gogm and publish anveally wichin one b :
o ‘ rivag of cacoh Flecsl Yeay (commencing
ending in 1985), so long as the 1984
Nere 1s cetefsasting, & statemsnt in rveasonable detail for
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the preceding Fiscal Year showing Revenues, all cupendivuras
from Reverwes for operation 2nd meimtenance of rhe Systes
and other expenditures from Revenues applicable to rhe
System, together with a balance sheet in reasonable detail
reflecting the financial condition of the Authority, includ-
ing the balances of all Funds relating to the System or the
1984 Note held by the Treasurer as of the end of such Fiscal
Year, which statement and balance sheet shall be accompanied
by a certificate of an independent certified public account-
ant, Such statement may be included in, and be a part of,
the general accounting statement of the Authority for such
Fiscal Year.

(g) Inspection of Works and Records. The
tutherity will permit at all tlmes the Secretary or any
person designated by the Secretary to inspect any works,
properties or faciliries of the Authority, and all accounts
and records thereof.

(h) Insurance. The Authority will secure
and maintain public TIabIlity and property damage insurance
relating to the operation of the System, including public
liability insurance in an amount not less than $1,000,000
for injuries, including death, to any one person, and in an
amount not less than $2,000,000 for injuries, including
death, to two or more persons, on account of any one acci-
dent, and property damage insurance in an amount not less
than $1,000,000 for each occurrence. The Authority will
also take out and maintain adequate fidelity insurance or
bonds on all officers and employees handling or responsible
for funds of the Authority.

The Authority will secure and maintain insurance on all
facilities constituting the System against risks of loss or
c2mage caused by or reculting from fire and also from action
of .the eglements (including loss from typhoons, earthquakes,
flool= and tidal waves}, to the extent thzat such insurance
is e¢brainable st reasonable cost, in ar amount not less than
$2,0066,000 wirth a sub-limit of 51,000,000 on all electrice
transoission and distribution lines, subiect to a deductible
amount of $250,000 for all perils insured against to be
applied separately to such electric transmission and
distribution lines and subject to a deductible amount of
§250,000 to be zppliaed separately to all other facilities of
the System. All such policies of insurance shall be in form
satisfactory to the Secretarv.

S RSN foxrte hersef . anhedie oo ST TS
E o R < L Ly e e g %t S - ;
e LnLooLafuYsnee 9ciiclies wainteined Lun ericces v the
» L e T ARk : Js .
autiierity s Jeteober 1. 1984, including the amount of

anc policy limirs as may be appliicable and such
infortkacion as the Secretary may in writing request.
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The Authority will not reducs thi smount of coverage or che
policy limita of any policy zs shown on such list by mere
than twenty percent (20I) without =ha prier written consent
of the Secrecary, provided that the Authority may charge
insurance carriers, consolidate coverage ©or separate
coverage. without such consent. This paragraph shall not be
construed as limiting the obligations of the Authority under
the other paragraphs of this subsection.

(1) Payment of Taxes and Claims. The
Authority from time to time will duly pay and discharge, or
cause to be paid and discharged, all taxes, assessments and
other governmental charges lawfully imposed upon any proper-
ties of the Authority or upon any part thereof, or upon the
Revenues therefrom, when the same shall become due, as well
as any lawful claims for labor, material and supplies or
other charges which, if unpaid, might by law become a lien
or charge upon such properties or any part thereof or upon
the Revenues, and will duly observe and conform to all vaiid
requirements of any governmental authority relative to such
properties o~ any part thereof and to all covenants, terms
and conditic.'s applicable thereto.

(j)Y Mairtenance of Authority Organization.
The Authority will maintain 1ts autonomy and will not be
dissolved or .ose its franchise or right to exist or lose
any rights necessary to enable it to maintain and operate
the System an<d to the extent possible will enhance and
increase its aLCOnomy

(k) Establishment of Rates and Charges. The
Authority with the approval of such independent rate-making
authority established by the Government of Guam as may be in
existence will, ¢t all times while the 1984 Note remains
outstanding, estab.ish, fix, and prescribe rates and charges
for the sale or use of electric energy produced, transmit-
ted, distributed or furnished from the System which satisfy
all financial cobligations and future capital investment
needs of the Authority as determined in accordance with and
consistent with genera.ly accepted rate-making practices of
public utilities. Net Revenues with respect to the then
immediately ensuing twelve months shall at all times equal
at least 1.5 times the combined annual debt service on (1)
the 1984 Note, (1ii) the Bonds then outstanding, and (iii}

PR

other obligetions of the Authority (not including
obligations to <the Covernment of Guam) then having a
Teagining tovy fF oars Unsn ome (1) vear. Annual debt

servi*@ g% sierd 1m the oraceding sentence with rvaferer
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(1Y  &gsinst Sale or Other Dispeosfitioa »nf
Property. The Authority will not sell, lease or di&poze Of
ESE£‘§§£%sm or any paert theraof egsentiel to the proper
operaticn of the System or to the maintenance of the Reve-
nues except as herein expressly permitted. The Authority
will not enter into any lease or agreement which impairs or
impedes the operation of the System or any part thereof
necessary to secure adequate Revenues for the payment of the
principal of and interest on the Bonds and the 1984 Note, or
which would otherwise impair or {impede the rights of the
Holders of the Bonds or the Secretary with respect to the
Revenues or the operation of the System. Any real or
personal property which has become nonoperative or which is
not needed for the efficient and proper operation of the
System, or any material or equipment which has worn out, wmay
be sold at not less than the market value thereof without
the congent of the Secretary, 1f such sale will not reduce
Revenues and if all of the net proceeds of such sale are
deposited in the Revenue Fund. The Authority may, with the
consent of the Secretary sell, lease or dispose of other
real or percor:l property if the result thereof will be to
improve the oré-ation or Revenues of the System.

(1) Against Competitioa. So long as the
1984 Note is outstanding, the Authority and the Board will
not acquire, own or operate any electric production, trans-
migsion or distribution systems or facilities or improve-
ments thereto which would compete with the System or reduce
Net Revenues. ‘

(n) Against Modification, Neither the
Authority nor the :government of Guam shall nmodify the
requirements of thi: Agreement without the consent of the
Secretary.

(o) Noti:ication. The Authority shall
promptly inform the Secret:ry of any legislation enacted by
the Government of Cuam vicliating or attempting to violate
the covenants set forth hervin or impairing or attempting to
impair the ability of the Authority to perform any of its
obligations hereunder. The Authority shall promptly inform
the Secratary of the nomination, appointment, confirmation,
resignation, death or removal of any person as a member of
the Public Utilities Commission of the Territory of Guam.

: (p) Soocial Reserve Funds. The Authorirty
will wiintain, v the T{ollowing order of priority, cthe

following spacial funds:
{1} 1Interest and Principal Fund, and

{7} Reserve Fund
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All of ths seid (wnds shall be maintzinad by che
trustee hareinsfter namad, 1ts succezsors and assigma and
any other corporstion ox association which ®may at any time
be substituted 1in itz place 2as herein provided (the
"erystee”) to be held in trust and withdrawn only for the
purposes hereinafter authorized.

(1) Interest and Principal Fund. On or
before the seventh day of each month, beginning in April
1985, the treasurer of the Authority (the "Treasurer') shall
transfer to the Trustee and the Trustee shall deposit in the
Interest and Principal Fund an amount equal to the sum of
(i) at least one-fifrh of the aggregate amount of the
principal and interest becoming due and payable on the next
payment date, and (ii) the amount of unpaid late charges
incurred under the 1984 Note (the '"Late Charges'") until
deposits have been made at least thirty (30) days prior to
the next payment date for the full amount of interest and
principal next coming due on the 1984 Note and all unpaid
Late Charges.

No deposit neea Lo made into the Interest and Principal
Fund if the amount cortained therein is at least equal to
the interest and princinal to become due on the next payment
date and a&ll wunpaid Tate Charges. All moneys i{n the
Interest and Principal Fund shall be used by the Trustee
solely for the purpose o} paying the interest, principal and
Late Charges on the 198{ Note as such shall become due and
payable provided that zny balance of said Fund remaining

after making the paymen: due on any payment date shall be
transferred to the Reserve Fund.

(2) Yeserve Fund. On or before the
seventh day of each month ceginning In the month of April
1985, the Treasurer shal: transfer to the ‘Trustee and the
Trustee shall deposit in the Re:-erve Fund the sum of SEVENTY
THOUSAND DOLLARS ($70,000.00). Xp deposit need be made into
the Reserve Fund so leong as thee shall be in the Reserve
Fund a sum not less than THREE MILLION FCUR HUNDRED THOUSAND
DOLLARS ($3,400,000). All moneys in the Reserve Fund shall
be used and withdrawn by the Trustee solely for the purpose
of replenishing the Interest and Principal Fund in the event
of any deficlency in szid fund or for the purpose of paying
the principal of and interest on and Late Charges incurred
under the 1984 Note in the event that no other moneys cf the
Authority ar avaeilable rherefor, or for prepavment of the
entire unpald Halance «f che 1984 Note in the event there
zre sufficiemt suwws svsilalls chavrefor (but such prepayment
may bhe made omly efoh rre coopont of tha Autheriiyy. e
long a8 the &uthoriry L@ not in defauly hereunder, any
amount in the Wrserve Mind in excess of THREE MILLION FOUR
HUNDRED THOUSANR DOTLARS 782 400,000) ghall be withdrawn by
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the Trusteae {rOW thy Reserve Furd znd transfarvred co ha
Treasurer for the benzfit and use cof the Authoricy.

{q) Management. The Authority may not,
without the prior written consent of cthe Secretary which
shall not be wunreasonably withheld remove the General
Manager of the Authority or employ any person as General
Manager. The Aurthority will employ well qualified
individuals in the positions of Comptroller, Manager of
Generation, Manager of Engineering, Manager of Transmission
and Distribution or any other position involving duties
substantially similar to the duties of the employees holding
the said positions on September 30, 1984. Qualificarion
standards for these pesitions will be similar to these of
comparable positions in the electric utilities induscry.
The Authority will forward to the Secretary copies of
resumes for employees in these positions when any change
occurs.

(r) Independent Consultant. The Secretary
shall cormission an independent third party, in coordination
with the Authority, o identify financial, management, and
service ¢riteria for the Authority, including a debt service
ratio (the ratio be:'ween Net Revenues and annual debt
service as defined in Subsection (k) of Section 4 hereof)
sufficient to provide :  for the future capital investment
needs of the Authority, Within sixty (60) days after
receipt of the inderendent consultant's criteria and
recommendations the Authority will provide comments to the
Secretary on the criteria and recommendations and will, if
necessary, initiate prcocceedings before the Publiec Utility
Commission of the Territory of Guam, or other independent
rate-making authority then in existence, to establish, fix
and prescribe rates ana charges consistent with such
criteria and recommendations.

3. Events of Defaulr and Remedies: I1f one or
more of the following events {(herein called 'events of
default") shall happen, that is t> say --

(a) 1if the Authority fails to make any
payment of principal of or interest on the
1984 Note, or late charges as provided
thereunder when and as the same shall become
due and pavable, and such default shall have
continved for a period of thirty (30) days
ot

iy i default shall ha made hv  he
AucHOELEY 1d ¢he observance of any of the
covenants hurein contained other than the
covenants to make due and punctual payment of
imstallwments of the 1984 Note, and such
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default shall have contimuad fov g perisd of
sixey (50) days afrer written notice theract,
specifying such default and requiring the
s3@e to be remedied, shall have been given ro
the Authority and the Governcr of Guam by the

Secretary; or

(c) 1f, under the provisions of any law
for the relief or aid of debtors, any court
of competent jurisdiction shall assume
custody or control of the Authority or of the
whole or any substantial part of 1its pro-
perty, and such custody or control shall not
be terminated or stayed within sixty (60)
days from the date of zssumption of 2zuch
custody or control; or

(d) 1{f any court of cowmpetent juris-
dicrtion shall determine that an event of
default has occurred under Resolutions Nos. 1
and 19 adopted by the Board of Directors of
the Authority on June 16, 1969 and October
31, 1972, respec=’vely, and the Authority has
not cured the same’; or

(e) 1if Sectinns 2, 3 or 4 of the Guam
Public Law 17-74 entitled "An Act to Add a
New Chapter 12 to Title 12 of the Guam Code
Annotated to Establish a Publie Utilities
Commission to Regulate Utility Rates" or any
section of law add:d, modified, amended, or
repealed thereby i3 mwodified, amended, or
repealed, in whole o1 in part, either direct-
ly or as a result of sections of law herein-
after added, without the consent of the
Secretary and such action is not reversed
within sixty (60) days afrer written notice
requiring such action to be reversed has been
given to the Authority ancd the Covernor by
the Secretary; or

(f) the Governor of Guam nominates or
appoints any person to the Board of Directors
of the Guam Power Authorirty thhout the
consent of the Secretary, which shall not be
unreasonadiy withheld, and the Governocr dces
not witwdraw guch nomination or appointment
prior & <otflrme=ion by rhe Guam legisla-
turs,

then, the Secretary wmay <o any one or more of the followlng:
(1) diswiss one or wore or all of the members of the Board

9’“‘4,!?“?"““?’ -
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QESTHITIONS REFERRED TO I8
SZCOND REF INANCING AGRIZMENT
CONTAINED IN:

GUAM POWER AUTHORITY

Resolution No. 1

euthorizing the issuance of

$11,000,000 PRINCIPAL AMOUNT

of
GUAM POWER AUTHORITY 1969 REVENUE BONDS

and of
21,425,000 Bonds of Series A

Adopted: [une 16, 1969



SLERLITION HO 1

Resolation suthorizing the issuanee of revenae bonds of the Gnam
Power Autherity, 1o e desigmated 1963 Revenune Bozds,” In the
aggregate prizcipal emount of $11,000,000, prescribing the terms
and conditions of said Bounds, and authorixzing the issuance of
$1,425,000 principal amonznt of Bonds of Series A

Wararss, the Guam Power Authority now owns and operates ap
electrie power system and is engaged in the distribution and sale of
electric power to the inhabitants of the Territory of Guam; and

Wazrzas, this Board of Directors of the Guam Power Authority
bas determined that the publie interest and convenience dernend and
require the acquisition and construction of the Project hereineftar
described consisting of additions, betterments, extensions and improve.
ments to said electric power system, to be finaneed by the issuancs of
revenue bonds a3 suthorized by law; and

Warrreas, all acts, conditions and things required by law o exiat,
happen axd be performed precedent to and in connection with the issu.
ance of said revenne bonds exist have happened and have been per.
formed in regular and due time, form.and manrer as required by law,
and this Board of Directors is now dnly empowered {0 issuve said
revenue bonds;

Now, Tererrors, T=x Bosrp or Drsrcrozs or Txx Guam Powme
Avtacarry Doxs Heazey Rrsorve, Deresxmee oxp Decruns:

ARTICLE 1
AUTHORITY ¥0R aND EQUaLITY 0¥ Boxpe, 4xp Drrirrmions

Sromor 1.01. Dwe 4wlhorzation. This Board has reviewed all
proceedings beretofore takes relstive to the anthonization of the Bonds
and has found, ss & resuit of such review, end does hereby find and
determine thai egeh axd all of the matters hereinabove reciled are
troe and correet, tad tha Authority hes duly and regularly eomplied
with al] applicable provisions of 1aw and is duly anthorized by law to
issue revense bondy in Bz manner and npoa the terms in this Resolu.
tion provided

Seemrow LOL. EousiSicuedy.  In considerztion of the asceplance
o the Tonde, e isswiven of ik is eouthorized hereunder, by those
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who sbell bold Uis zame from time to bme, this Resolotion shal]l be
deemed to be and shall constitute a contract between the Authority and
the holders and registered owners from hime to time of the Banda and
interest coapons sppertaining thereto, and the covenants and agree.
ments herein set forth to be performed on behalf of the Aunthority shall
be for the equal s.nd proportionate benefit, security and protection of all
holders and registered owners of the Bonds and interest coupons anthar.
ized herennder, without preference, priority or distinction as to security
or otherwise of any of the Bonds or interest conpons authorized here.
under over any of the cthers by reason of time of issue, sale or nego-
tiation hereol or otherwise for any cause whatsoever, except as
expressly provided therein or herein, and except as Boonds of various
series or any Additional Bonds may differ with respect to date, number,
interest rates, maturity, redemption provisions or otherwise as ex.
pressly anthorized hereunder.

Secrior 1.03. Definitions. TUnless the context otherwise requires,
the terms in this Section 1.03 defined shall, for all purposes of this Reso-
lation, and of any resolution supplemental hereto, and of say certificate,
opinion or other document herein mentioned, have the meanings herein

speafied
Act

“Act” means the Guam Power Authority Revenue Bond Act of 1968,
constituting Chapter 7 of Title XTI of the Code, and 21l laws of the
Territory of Goam amesndatory thereof or supplemental thereto.

Aunthority

“Authority” mesans the Guam Power Authority, a publie corpora-
tHon and avtonomouvs instrumentality of the government of Guam cre-
ated pursuaat to the Guam Power Aunthority Act of 1968 (Chapter 6 of
Title XX of the Code), and all laws of the Territory of Guam amend-
atory thereof or supplemantal thereto, now having its primeipal office
in Agane, Goam.

Beard
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or agency of the Territory of Goam whenever any action which the
Act or this Resolution of sny Sapplemental Resclution requires or
permits the Board to take can, under the Organic Act of Guam or any
provision of the Code or any other statuts of the Territory of Guam,
be taken for or on behalf or in liew of the Board only by the Governor
of Guam, the Director or soch other officer or agency.

Bonds

“Bonds™ means the $11,000,000 principal amount of Guam Power
Angthority 1969 Revenne Bonds, and elso any Additional Bonds, auth-
orized by, and z{ any time outstanding pursmant to, this Resolution
or any Supplemental! Resolution. “Additional Bonds” means any Addi.
tional Bonds issued pursnant to Section 4.05.

“Seriel Bonds” means Bonds for which no minimum sinking fond
payments are provided. “Term Bonds” means Boods payable at or before
their specified maturity dates from minimum sinking fund.psyments

established {or that purpose and calenlated to retire such Bonds on or
before their specified muturity dates.

Certificate of the Authority

“Certificate of the Aunthority” and elzo the terms “statement of the
Authornity,” “wrnitten request of the Aunthonty” and “written consent
of the Anthority,” mean &n instrument in writing signed on behalf of
the Atuthority by en oficer ov officers thereof. Any zuch instrument and
any supporting opinione or representations may, but need not, be com-
bined in & single instrumest with eny other instrument, opinion or re-
presentstion, and the twe or mors 30 combired shall be read and ocon-
strued 2o an to form = pingls instrament. Apy cartificats or slatement of
the Authority msy be baseq, in so far as it relates to Jegal acconnting oz
engineering msatiers, apon the opinion or representation of counsel,
sccountanta enditors or engineers, unless the oficer {or officers) signing
such certificata or sintermant knows, or in the exercise of reasonshlz enre
shounld Bave Epown, that ths spinien or represenistion with respedt to
the mmiters wpow #hik soeh certideate or statement mas be based, ss
aforessid, i srremerts. Lhe sarme ofcey {or oficers) of the Anthonie,
sr the SENEY OUURSE! oF wtintatanl ot ¢ller pursons s the case mKY be,
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need not certify to all of the mattera required to be certified under any
provision of this Resolution, but different officers, counsel, accountants
nt other persoms may cerufy to different [sets, respectively. Every
certificate or statement or request of the Aathority, and every certificate
or representation or opinion of counsel, accountants, engineers, or other
persons provided for herein shall inelude—

(1) = statement that the person making such cartificate, state-
ment, request opinion or representation has read the pertinent
provizions of this Resolution to which sueh certificats, statement,
request, opinion or representation relates;

(2) a brief statement as to the natore and scope of the exami.
pation or investigetion uponm which the eertificate, statement, re-
quest, opinion or representation ia based;

(3) & statement that, in the opinjon of such person, he hes
made such examination or investigation s is necessary to epable
him to express an informed opinion with respect to the subject
matter referred to in the instrument to which his signatore is
afized; and

(4) with respect to eny statement relating to compliance with
any provision hereof, s statement whether or not, in the spinion
of such person, such provision hes been complied with.

Code

“Coda™ mearns the Goverumeni Code of Guam
Director

“Director” me<ang the Director of Administrstion, head of the
Department of adounistration, within the Fxecutive Braneh of the
government of Guam end soccessor (pursuant to Public Law 9-239 of
the Territory of Guam) to the Director of Finance, head of the De-

partment of Finance, within the Fxecctive Branch of the government
of Guums, refarred o in the Aot

Federe! Securitize

“Pedernl Seceritias™ means Treasurs snles sariifaciee of (ngdahe

cress, bitls, bomd: of ie United States of Aumerics, or any other
videnee of indebiaduess secured by the full faith and eredit of the

s o

Tuiled Sisbes of Slaadn@i; shUgetons isswed parsnant to the Federsl
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1

R - e e e C - e SN P TSR
. e b hbibEE E
-t pf

- e e e s

!



3

Home Losn bank Aet or the National! Housing Act; obligations issned
by feders] intermedints credit hanks, federsl land hankz, ead banke
for cooperatives: and also any securities now or hereafter authorized,
both the principal of and interest or which are guaranteed directly oz
indirectly by the fall faith and eredit of the United Statss of Armenca,

as and to the extent that such securities are eligible for the legal
investment of Auntherity funds.

Pinancisl Journal
“Fipencial journal” or “financial newspaper” means The Wall
Street Journal or The Bond Buyer or any other newspaper or journal

devoted to financial news and selected by the Trustee whoae decisicn
shall be finel

Fiscal Year

“Fiteal year” means the period beginning on July 1 of each year
“and ending on the next sucsceeding June 30.

Fund

Any “Fund” required by this Resolution to be established and
maintained by the Tressurer or the Trustee may be established and
maintsined in the accounting records of the Tresasvrer or the Trustes
either o8 ¢ fund or sa sccount, and may, for the parposes of guch res-
ords, any audits thereof and any reports or statementz with respect
thereto, be treated ecither as a fund or ss an account; dot all such rec-
ords with respect to all sueh Funds shall at all times be maintained in
secordancs with eound secounting practices and with due regard for
. the protection of the secnrity of the Bonds and the rightz of every

- holder thereof

Holder or Boadholder
“Holder” or “Bondholder” means any person who shall be the
bearer of any outstanding Bond that is registered to bearer or is not

registered, or the registered owner of any outstanding Bond which shall
at the Hme D registerad other than to bearsr.



Independent Public Accountant

“Independent publio ascountant” means any certified publie ac
countant or firm of such accountants appointed and paid by the Aunthor-
ity, and who, or each of whom—

(i) is in fact independent and mot under domination of the
Anthority;

(ii) does not hava any substantial interest, direct or indirect,
with the Aanthority; and

(ili) is not eonnectad with the Anthority as an officer or em-
ployee of the Authority, but who mzay be regulerly retained to make
annual or other sudits of the books of or reports to the Anthority.

Maintenance and Operation Costs

“Maintenance and operation costs” means, when used with respect
to the System, the reasonable costs of maintaining and operating the
System incurred, or charges made therefor, by the Authority in any
particular Fiscal Year or period to which taid term is applicable, inclnd-
ing refunds of rates and charges that are eollected in error, as author-
ized by Section 21533 of the Code, 2nd 21l reasonable repairs, renewels,
replacernents, System insorance costs and costs of insurance or other
provision for retirement of officers end employees of the Anthority
(all of which s2id charges gre to be made in conformity with geperally
accepted sccounting prineiples) exclusive in &ll cases of depreciation
or obsolescenecs charges or reserves therefor, amortization of intangi-
tles or other bookkeeping eniries of o timilar retere, axd aleo exclusive
<t ail interest ahsrges and charges for the payment of principal or
smortisstion of bonded or other indebtedness of the Aunthonity, and
slso exclusive of all in-lien tax payments required to be made by the
Acthority to the government of Goam pursuant to Section 21509 of
the Code.

Szel msintenznse ¢nd operzfon costs of the System incluce, gen-
erally, fval porebased powsr. selariss snd wages fees for services,
maiiiieis aad sonmliosn, ronlk, ofiee sapplies, end rlt othar eoste that nex

- . - EP P ple ao A PR - N R, " . &
TR apmeriiEscd Wk oRArEnol Ina mmavnticense a8

3%, fransmmieen asd dziriteticn fesiutes of the System,
ustomer seeonnis seles sod administralive funetions, or to the general

o on 8 e Autbonty,
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Said term alse includes nll Revenues required by any Sopplemental
Resolution and by the Act to be deposited in any one or more reserve
funds or sccounts in liem of insurance or in any working capital fund
or sceonnt or contingency fund or account relating to the System

Said term does not include costs, or charges made therefor, for
capital additions, bettarments, extensions or improvements to or retire.
ments from the System, which under generally accepted aceounting
principles are properly chargeable to the capital account or the reserve
for Jepreciation, and does not include losses from the sale, sbandon-
ment, reclassification, revaluation or other disposition of any properties
of the Anthority.

In the event of any dispute arising herennder, the phrase “generally
acceptid accounting principles,” and all other accounting methods and
termir.ology contained or referred to in this Resolotion, shall be con-
strued, ¢'s nearly as practicable, in conformity with the Uniform System
of Accounts, and accounting rules and regulations thereander, pre-
seribed for Public Utilities and Licensees (Class A and B) issued by

the Fedeial Power Commission of the United States of Americe, as
amended “rom Hme to time.

Maximum Annual Debt Service; Annnal Debt Service

“Mexiriom Annual Debt Service” means the sum of (1) the interest
falling due cn the outstanding Bonds, assaming that all the outstanding
Serial Bonds are retired as scheduled and that all the cntstanding Term
Bonds are redesmed {rom sinking fund acconnts as scheduled, (2) the
principal amount ¢2 ‘he ovistending Serial Bouds falling dne by their
terms, and (3) the :iinimnra amount of the ontstanding Term Bonds
required by any Su)plemental Resolution to be paid or called and
redeemed, together with the premiums, if any, thereon; all as computed
for the Fiscal Year ir whick such sum is largest The term “annual debt
service” means the sum of said items (1), (2) and (3) as computed for
the then immedistely essuing twelve-month period.

Opinion of Connsel

“Qpizion 2f 2owszel™ menns & written opinion of conmsel who i

Be it ey Bavife b G X “p) # 3 RS SRS U WO
selectod by it Jooaeviie e mer he sonmgel for the Sathority) wad
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who is acceptable to and approved by the Trustee. Any opinion of
connsel may be based, insofar as it relates to factual mattery informa-
tion with respect to which is in the possession of the Aathority, opon
& certificate or opinion of, or representation by, an officer or officers of
the Aunthority, unless such counsel knows, or in the exercise of reason-
able care should have kmowm, that the certificate or opinion or repre.
sentation with respect to the matters upon which his opinion may be
based, as aforessid, is srronecns

Outstanding

“Outstanding,” when nsed as of any particular tire with reference
to Bonds, means (subject to the provisions of Section 8.04) all Bonds
theretofore execnted, issued and delivered by the Anthority and au-
thenticate 1 by the Trustee under this Resolution except—

{1) Bonds theretofore cancelled by the Trustse or surrendered
to the Trustee for cancellation;

(<) Bc is for the payment or redemption of which funds in
the nec>ssary amount shall have theretofore been deposited with
the Tru:tee (whether upon or prier to the maturity or redemption
date of such Bonds), provided that if such Bonds are to be re.
deemed prior to the matority thereof, notice of snch redemption
shall ba e been given ss in Section 3.03 provided; and

(3) Ronds in lien of or in substitution for which other Bonds
shall have been executed, issued and delivered by the Aanthority
and aothenticated by the Trustee pursnant to Section 2.08.

Paying Agente

“Paying Agents” r.zang the sgents appointad by the Authority
pursoant to Section 9.0}, the successors and assigns of any of them,
snd eu7y other corporations or associations which may at sny time be
substituted in the place of any of them, as provided herein.

Person

“Terson” meass any individual, firm, corporation, association, co-

parimenslip, trust, business (rost or receiver or trustee or conservator
for savw theraaf eud 2'1s irelndzs the Unilad Statas of Amernica, the
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Territory of Guam ot 2ay publie corporation, political sabdivision, aty,
county or distriet o7 aay agency or instrumentality of the United States
of Anerica or of the Territory of Goam.

Project

“Project” mesns electrie production, transmission and distribution
systems and facilities and improvements thereto and general plant
facilities for the Systam, incloding all administration buildings, {urai-
ture, {scilities, machinery and equipment of the Avthority, together
with pecessary lands, easements and rights of way, and all other
works, property or stroctares of the Authority acquired by lease, con-

tract, purchase or otherwise or constructed from the proceeds of sale
of any series of the Bonda,

Qualified Independent Engineer

“Qualified independent engineer” means any eiigineer or frm of
engineers generally recognized to be well qualified ir engineering mat-
ters iezlating to electric power systems, aelected by “he Anthoriy and
satisfactory to and approved by the Trustee (who &u.ll be under no
liability by reason eof such approval),

Resolntion

“Resolution” means this Resolution, adopted as mted and deter-.

mined in Secton 1.01 and approved by the Governor of Guam and
by the Director.

Revenues
prem——_ N

“Revenues” mesns “Gross Bevenues,” comprising@mv eid all
rates and charges received or receivabls in connection with, and! any
and all other income and receipts of whatever kind and c.haracter de-
rived by the Anthority {rom, the operation of the System, or arising
from the System, isclndi;g_sﬂ income denived Irom the sale or uss of
electric energy prodoced, traosmitted or distribunted by any facilities
of the System, together with any receipts derived from the sale of any
property pertaining to the System or ineidental to the operation of the
System or {rom zay services performed by the Antbority in connection

RIILId
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with or incidental o the System, or {rom snv other source whatsoever
directly or indirectly derived from the System, excepting refundable
deposits made to establish ecredit uy such Revenues or any
procesds of sale of Bonds or aay other moneys of ths Aunthority
that may have been or may be imponnded or deposited in any Fund or
account created by the Act or by this Resclution for the security of any
Bonds, or for the purpese of providing for the payment thereof or the
interest thereon, (iii) any moneys received or receivable by the Anthor-
ity pursuant W any contract between the Authority and any person,
which moneys are designated as Revenues (as herein defined) in soch
contract, and (iv) all earnings, interest, profits or other income derived
from the investment of any Revennes

“Net Revennes” means the Revenves less al' maintenance and
operation costs.

Supplemental Resolution

“Supplemental Resolntion”™ means any resolution ihen in full force
and effect which bas been duly adopted by the Board iunder the Act,
or any law of the Territory of Guam amendatory thereof or supple-
mental thereto, at a meeting of the Board daly convered and held, st
which & quorum was present and acted thereon, amendutory of or sup-
plemental to this Resolution, and which has been approved by the Gover-
nor of Guam and (if required by law) by the Director, bat only if

and to the extent that snch Sopplemental Resoluton is specifically
anthorized hereunder.

System

“System"” means the entire electric power systern of the Authority,
incleding the existing transmission and distribation facilities and all
of the electrie production, transmission, distribution and general plant
faciliies now or hereafter acquired by lease, contract, purchsse or
otherwise or constructed by the Authority, induding the facilities of
the Project, together with all sdditioys, bettermerts, extensions and
umprovements to aaid system or any part thereof now or heresfter made,
sns incivaing say electric power system f{acilies arquired oy lesse,
Gl iy pemiesse ue otherwise from (ke Depsriment of the Navy of
the United Maies of Americn, and all administration buildings, furni-

ERMiRG
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ture, {acilities, machisary ood equipment of the Aatherity, and lands,
easementz and rights of way, and all other works, property ot stroc.
tures of the Authority used or usefnl in connection with or related to
said electric power system,

Tressurer
“Treasurer” mears the Treasurer of the Anthority.

Trustee

“Trustee” means Bank of America National Trust and Savings
Association, San Francisco, California, appointed a3 provided in Section
9.01, its successors and assigns, and any other corporation or associa-
tion which may at any time be substitated in its place as herein provided.

4z
i
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CUAN P0XIY AUTRCRITY 1584 PROMISSORY NOTE

1. For value received, the GUAM POWER AUTHORITY
("Aucthortiey'), 3 sublic corporeaction and ayuronomous
{nstrumentality of the Sovernment of Guam, hereby promises
to pey $36,000,000 (che “Principal") to the Federal
Financing Bank ("FFB"), which term 1ncludes successors and
assigns) by September 15, 2004, Intereat shall be paid on
March 1|5 and September 1S of each year, adjusted for
Business Days pursuant to paragraph 7 hereof, as long as any
part of the Principal remains outstanding (the '"Payment
Dates") ou the daily unpaid Principal balance calculated on
a 365-day year and the actual number of days elapsed from
the date hereof unzil the date of payment at a rate of saven
(7) percent per annum (the "Note Rate") im accordance with
Section 1 of the Organic Act of Guam, as amended, (the
Organic Act of Guam, as amended, herein referred to as the
“Act'").

2. The Principal hereof shall be repayable 1in forty
Principal installments cn the Paymeant Dates begiuning with
March 15, 1985, aund ending on September 15, 2004. Prior to
the FFB's acceptance of ¢this Note, the Authority shall
provide the FFB with a schedule of Princi,al 1nstallments
syfficient to repay the Principal amount i{n 40 installments.
As soon as practicable after the date hereof, the FFB sghal,
provide the Authority with a schedule of Priancipal ani
interest payments due under this Note, and such schedul’
shall thereazfter be considered a part of this Note.

3. Principal and {ntarest shall be paid in Federal funds
by wire transfer to the Federal Reserve Bauk of New York on
each Payment Dste and the wire shall include the following
creditv information:

United States Treasury

New York, New York

021030004

TREAS NYC//20182006)

For credit to the rederal Financing Bank
Titrgasury Anunex XNo. |

Jusnington, D.C. 2022%

4. 21 payeents on this Note shall be firct applied to
Lite “hartges (1°F v, then to {nterest and next e
Princial. All pavmenty due under this Note are subject to
the Cuaraenzy ol luw dvo.resevy of tne Imcerior ("Secretary™)

CUSVT i weemoaue o ad .o ruxly pavyment when zud as due.
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5, 1n the event anv pavment of Principal or interest under
rhis Note {is rot =mnace when and as due, the amount payable
shall be such pavment, plus interest thereom from the due
date to the date of payment (herein the "Late Charges") at a
current rate establishned by the FFB pursuant to Section 6 of
the Federal! Financing Bank Act of 1973, as amended (12
U.5.€C. 2285) and based on the rate prevailing Iin the market
for the most recently~auctiouned 13-week United States
Treasury bills. Upon the expiration of each succesgive
91-day perfod following the scheduled Payment Date for any
outstanding pavment, the FFB shall establish a naw rate
pursuant to thia paragraph and such rate shall be applied to
the outstanding paymentr and all Late Chargaes accrued thereon
to date. During any period when Late Charges are accruing on
an overdue paymeunt, additional {nterest at the Note Rate
shall not accrue on the overdue payment. Nothiag in this

paragraph 5 shall be construed as permitting or {mplviag .

that the Authori{ity may, without the written consent of thc
FFB, modify, extend, alter or affect {u any mannar

.whatsoever (except. as explicitly provided herein) the right

of the FFB to receive any and all payments of Principal and
interest on the dates specified In this Note.

6. Upon acceptance of this Rote, the FFB shall apply the
proceeds of this Note to pavment of the outaranding
Principal balance of the obligartion of the Authority to the
FFR guaranteed by the Secretary pursuant to Public Law
94-395, 90 Sctat. 1199 (1976) as amended, evidenced by the

Note dated December 31, 1980 as amended by Amendment No. |
effective June 30, 1982,

7. [f a payment of the Principal or intevrest {s due on a
dav on vhich either the FFB or the Federal Reserve Bank of
New York f(the "FRB") is not open for business, such payment
shall be macde on the first day thereafter on which both the
FFB and the FRB are open for business (a "Business Day').
Sueh pavmant shzll!l {ncliude interest accrued to and including
the Busginess Day oa wvhich payment is made and trhe

subsequent pavma2nt shall include interest accrued from the
Business Dav on which pavment is made.

8. The luthori:v mav, upon five (5) Business Davs writtenm
notice t: the Fid with the written approval of the Secretary
on any Pavment Dzsle¢ repurchase all ocr oart of the
outstand: g Principal of this Note at a repurchase oprice
eQuaL v fni JSYLUiicr: 3meount 80 e be vepurchessd pluc
geeryued  Lrevas vmere.n to the date fixed for repurchase.

i )
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Partial repurchases of che outstanding Principal shall be
applied to the schedule described {n paragraph 2 hereof, in
the i{nverse order in which such 1installments are due.
Following any such partial repurchase, the FFB shall provide
the Authority wvith a revised schedule of Principal and
{nterest payments and such schedule shall cthereafter be
considered a part of this Note.

9. The following shall be "Events of Default'" under this
Note and the term "“Event of Default'” shall mean, wvhenever
used in this Note, any one of the following events:

a) Failure by the Authority to make anvy payment of
Principal of or interest or Late Charges (1f any) cn ¢this
Vote when and as the same shall become due and payables, and
said failure to -pay shall continue for a period of two
hundred (200) days from the date of scheduled payment; or

b) ‘the FFB, or {ts successors or assigas as holder
hereof, shall have received a Notice of Accelsration (as
said term 1ig8 defined in the Second Raefinancing Agreement
dated Decewber 3, 1984 by and between the Authority and the
Secretary) from the Secretary.

10. Upon the occurrence of an Event of Default under this
Note, the entire outstanding Principal amount, together with
all accrued interest thereon and Late Charges, if any, shall
be {mmediately due and payable,

11, The holder of this Note may sell, assign or othervise
transfer all or any part of this Note, and the Guaranty of
the Secretary attached hereto, snall continue {n full force
and effect.

12. This Note {38 i1ssued, executed and delivered on behalf
of the Authority opursuant to the Guam Power Authority
Revenue Bond Act of 1368 and Sectiom 215%52(e) (12 GCA
Section B8203(e)) theres®. and pursuant to Resalution No. 79
{the "Resclution") ‘adopre! Lv the Board of Directors of the
Authordity on Octoebh ir i{l, .284, and both Principal heveof and
{nterest hereon are pavat e solelv from funds derived (a-
from revenues der<ved from the Authority's system (defined
and referred to ‘= the Resolution), or (b) from the proceeds

ul Baie of rhe Srer sddicdiema) reveaue bSonde hervezfier
isgued by the 3»:vas o7 Direc-crs of the Autherity (as=
referred iv ¢the + Fexution); or, (¢) from such other funds
as may be avagilel', teo the Aurhority, and cthe Authority is
not obligated to )y the sawme except from such funds, This



Nore is a special obligation of the Auchoritv, secured as
aforesaid, and is issued subject to and subordinate to all
outstanding revenue bonds heretofore issued by the Authority
and the ¥older of this Note cannot compel the forfeiture of
anv property of the Authoritv, The Note 1is not a lien or
charge against the Territory of Guam, or against the Gover-

nor of Guam, or against anyv property or funds of said
Territorv, (except such funds as may be made available to
the Territorv of Guam pursuant to Section 30 of the Act),
said Governor, the Authority or said Board of Directors
except 83 provided in the Resolution. Nefther the payment
of the Prineipal hevreof wnor any part hereof, nor anv
{nterest thereon conscitutes a debt, liability or obligation
of the Territorv of Guam or the Governor of Guam.

13, This Note, sn long as the FFB 4{s the holder hereof,
shall, to the extent permitted bv law, be subject to such
nodificacion as may bHe mutually agreed upon {n writing bv
the Authority, the FFB, and the Secretarv.

IV WITNESS WREREOF, the GUAM POWER AUTHORITY has caused
this Note te be signed in its name and on its behalf hv the
manual signature of the:Chairmegn of its Board of Directors.

— ————— A ——) S T~ - - s S T e

GUAM PQOWER AUTHORITY

R /s/ Jesus G. Camacho
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GUARANTY

The Uniced States of Americs acting throvan he
Secrecary of che Depsrtment of che Incerior ("Secratary"),
hereby gusrantees to the Federal Financing Bank ("FFB"), or
sssigns, as holder of the Note dated December 3, 1984, (che
"Nota'') to whieh thia Guaaranty {2 sttached, upon tha demand
of smuch holder, and pledges the full faith and crediec of ¢he
Untted States of Awmerica for, payment of the full amount of
the unpaid {nterest on, and the unpaid bsaelance of the
prinetpal of, tha Note, fncluding {nterest on overdue
installmqnts of primncipal and/ar interest aceruf{ng pursuant
to tha Note.

This Guaranty {2 1ssuad pursuanr to the Organic Ac¢t of
Cuam, as amendad, and ehe TFinancing Agreemenc, dacted
December 3, 1984, barveen the Secratary and che FTER, and (s
irravocable, iuncontestable and uncondirignal in rhe hands of
the holdar hereof, {rrespective of rthe valfdicv, legalicy or
enforceabtliey of the Note, ar anv ocher circumstance v»hich
might conseftuce a legal or equitable discharge of a suretv
or guarastor.

DEPARTMENT OF THF INTERIOR

Daced Deceunber 3, 198¢ By /s/ Willfam P. Clacrk
Secrerary of the lIngerior
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Fingacing Agreement
Retween Che
Federal Financing Bank
and the
Department of the Interior

This Financing Agreement made as of December 3, 1984,
by = aund between = the Federal Financing Bank, an
{instrumentalicy and wholly-owned corporation of the Unicted
States ("FFB") and the Department of the Interior, an agency
of the United States ("DOI"),

1. FFB Conmitment,

Pursuant to Section 6(a) of the Federal Financing Bank
ace of 1973, P,L. 93-224 (the "FFB Act"), FFB hereby agrees
to purchase, on or before December 31, 1984, an obligation
of the Guam Power Authority ("GPA"™), guaranteed by DOI in
accordance with the Organice Act of Guam (64 Stat. 387,
er.seq., 48 U.S.C. 1421, et. seq.), as amended, (the Organic
Act of Guam herein referred to as the "Act") under the
following terms and conditions:

a. The obligation purchased undar this Agreement shall
be in the form of a Promisscory Note executed bv the GPA imn
the form atteched heretvo as Exhibizr A ("Note"), to which
there shall have hean sttached the Guaranty of DOI, 4in cthe
form of Guaranty set forth in Exhibit B ("Guaraanty"”),

b. The principal 2mount of the Note of <the GPA
purchased by the FFE under this Agreement shall not exceed
thirty~six million dollars (336,000,000).

c. The proceeds of tha Note will be used to refinance
a Note dated Decembaer 31, 1980, as zmended, i1ssued by GPA to
the FFB ia the amouut of $36 million (the "1980 Note"), as
authorized by the Act.

d. All capitalizred terms used in this Agreement not
otherwi{se defined herein shall have the recpective meanings
given them in the Note. Said definitisns concained heretin
and therein ehall be applicadle to the singrlar and the
plural forme of 22i{d rerme,

Cevtimr



2. Purchase by FFB and Guaranty bv DOI.

FFB shall within five (5) days after delivery to {t bv
DOI of a Note, duly executed by the GPA and bearing a
Guaranty duly executed by DOT, deliver to NDOI a confirmaction
that such Note and Guaranty are acceprable, or, if eicther
the Note or Guaranty or both are not in the forms specified
in this Agreement a notice specifying any oblections FFB has
to the form or substance of such Note or Guarancy. Upon
delivery of a notice accepting any Note or Guaranty, FF3B
shall be deemed to have accepted such Note or Guaranty.

3. Interest.

The interest rate payable by GPA under the Note shall
be fixed at seven (7) percent per annum (the "GPA Rate") 1in
accordance with the Act, The FFB shall determine the
interest rate 1t requires to finance the Note pursuant to
Section 6 of the FF3 Act (the "FFB Interest Rate'). DOI
hereby agrees to pay on each Payment Date under the Note,
the difference between interest accrued on the outstanding
principal balance at the GPA Rate and 1interest accrued at
the FFB TInterest Rate, on the basis of a 365-day vear and
the actual number of days elapsed from the date of issuance
of the Note or, as the case wmay be, from the previous
Payment Date to the current Payment Date (the "DOI' Interest
Payments"). As soon as practicable after the date hereof,
the FFB shall provide DOI with 3 schedule of DOI Interest

Payments and such schedule shall thereafter be considered a
part of this Agreement,

4. Repurchase of 1980 Note.

Upon a request from GPA approved by DOI to repurchase
the 1980 Note and refimance the principal amount outstanding
thereunder through {issuance of the Note, the FFB will accept
such repurchase: (1) upon the due and valid execution of
the Note and Guaranty; (2) upon the paymeunt in full bv GPA
of interest on the 1980 Note through the date cf repurchase;
and, (3) subject to DOl agreement herein tg pay: to the FFB
any and 2ll amounts 1in excess of priveipel asnd accrued

"interest whew and as due to ‘the PFT “ow gh. date of

repurchase, pursuant to the fifrh paragrajh of the 1980 Note
and Sectiva 7 ol chis Agreementc.

5. fHegpuvechagse of Norte.

1f GPA reguests, and DOI approves th;}repurchase of the
Note (or any portion thereof) pursuant to che terms stated




therein, then any swvounts due from DOl to the FFB pursuvant
to this section shall be paysble on cthe Payment Date
approved for GPA repurchase. The total amount payable to
FFB shall be the price at which the Note (or portion thereof)
would be purchssed on the date of repurchase so as to yield
{assuming full payment according to 41its terms) a return
equal to the {unterest rate which would be set currenzly on a
loan from the Secretary of the Treasury to the FFB to
finance the purchase of a note having a payment schedule
identical to the remaining schedula oa the Note togather
with accrued {interest at the FFB Interest Rate to the date
of repurchase. Suech price shall be determined by the
Secretary of the Treasury or his representative as of the
close of business two (2) Business Days prior to the date of
repurchase. For purposes of determining such price, the
interest rate on the Note (or portion thereof) shall be the
FFB Interest Rate 2nd the schedule of payments on the Note
shall bYe the sum of the schedules of the DOl Interest
Payments payable by DOI and the schedule of principal and
{nterest payments at the GPA Rate payable by GPA.

If the price described in this Section 5 is higher than
"the amount payable by GPA pursusmt to paragraph B8 of the
Note, then DOI herebv agrees to pay to FFB the difference on
the Pgyment Date appraoved for repurchase.

If the price described in this Section 5 1is lower than
the amount paysble by GPA pursuaunt to parvragraph 8 of the
Note, then the FFB hereby agrees to pay ¢to DOI the
difference on the same day payment {8 received froe GPA,
provided DOI is able tc provide the FFB with i{nstructi{ons
for transfer of fuuds to s DOI asccount on the books of the
U.5. Treasury Deparcemang.

Any paymeant dua from DOI to FFB a8 2 result of a GPA
repurchage of tha 15980 Note (pursuant to the fifth paragraph

therein) or the Note shall bde referred to herein as a "DOI
Repurchase Payment",

6. Late Charges.

In the event zny DOI Inzerest Paymaat or DOI Repur:hazse
Pavment 4s net =mnzds whew s6d a5 due, the amouuwz psyable
shall be gueh prvme=e, pleg Lotevest the-eon from the missed
Parmane Preos ex ohe <oy 2 pegpel payment 2T 8 JUTCERT TLTL
estaolilizhad by tne V¥ puvsusat Yo Secttion 6 of the F ! Act
baged em Thz vste varuisiag iw the warket for the most
recently~zuetionegd Liewgash United Ststaws Tressury o {11s
(hereinafter, the "lLats Chacrges ). Upou the expiratija of
each succeenive 91-dey prriecd followiug the missed Pays ant

-3

Byniy

e o T e i



Date for auy outstanding payment, the FFB shall establish a
new racte pursuant to this paragraph and such rate snhall be
applied to the outstanding payment and all Lacte Charges
accrued thereon to date. Nothing in this paragraph shall be
construed as permitting or dmplying that the DOI may,
without the written consent of the FFB, modify, extend,
alter or affect in any mannet whatsoever (except as
explicitly provided herein) the right of the FFB to receive
any and all DOI Interest Payments and DOI Repurchase
Payments on the Payment Datres specified herein,

7. Payments to FFB.

All pavments under the Note shall be made by the GPA to
FFB pursuant to the terms of the Note. Peayments due
hereunder from DOI to FFB shall be made by internal transgfer
of funds from DOI's aceount te the FFB's account on the
books of the U.S Treasury Departmeuat. Payments by DOI shall
be applied first to Late charges, next to accrued {interesc
and then to DOI Repurchase Paymant(s), {f any, and principal
payable pursuant to Sectiomn 8 hereof, 1f any. In the event
any DOI 1Interest Paywent or DOI Repurchase Payment to be
made by the DOl to FFB pursuant to the terms herein and
pursuant. to the terms of P.L. 98-454, is not made when and
as due, said payment shall be subject to the provisions of
Section 6 herein until such time as the payment is made.

8. Late Pavment and Payment Upon Event of Defaulr.

a. Should GPA fail to make a pavment of principal,
interest, or Late Charges to the FFB when and as due, FFB
shall make written demand for payment upon DOIY.

b, Payvyments shall be made by DOI {in accordance with
the Act within one hundred oninety-five (195) days of
the missed Payment Date. The amount payable shall equal the
missed principal payment and past due interest which GPA
failed to make together with Late Charges thereon to the
date of actuzl paymenct,.

c. Pavment {n full by GPA aand/or DOI of all ov:.rdue
principal and interest and Late Charges thereon withit one
hundred nicety-five (195) days of the missed Payment Dace
shall be cozeidored to LUring the Note zurre-=. 1€ any
porgion of oritncinel, past due interest. nor Late Chars-
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remains outstanding on the one hundred ninety-sixth (196ch)
day, including any subsequent scheduled payments unpaid by
GPA during the one hundred ainety-five (193) day period
provided herein, the FFB shall make written demand upon the
DOI for payment in full of the entire principal, plus
interest and Laze Charges accrued to the actual date of
payment. Notvithstanding paragraph 10 of the Note, the FFB
agrees that {n order to meet 1its obligations under the
Guaranty and this Agreement ODOI shall first utilize sums
collected and not vyet p2id to the Govermment of Guan
pursuant to Section 30 of the Act. DOT agrees that {tr will
pay to the FFB 9uch sums as they become available under
Section 30 of the Act immediately upon thelr availabilicey
and te the maximum extent available until and to the
extent that the DOI obligarions pursuant to 1its Guavranty of
the Note and this Agreement are fully satisfied, If by the
second October 1| follow ng the written demand for payment
from FFB pursuant to this Section, DOl has been unable to
pay the entire outstanding amounts due under the Note, this
Agreement and the Guaranty, DOI shall, without delay, take
all actions available to it, {necluding seeking
appropriations, to satisf  the DOI's guaranty obligations
and its obligations under this Agreement.

d. At che time DOI {i: able to make any payment to the
FFB pursuant to this Secticn B, DOI ahall notify the FFB {in
vriting of the amount available for payvment and shall pay
such amount to the FFB, The FFB shall determine the
applicable price for such payment pursuant to Section 3§
hereof, using for the purposes of this Section 8 only, the
schedule of payments provided pirsuant to paragraph 2 of the
Note and Section 3 of this Agreement and notify DOI in
vriting as to tha application of fuids pursuant te Section 7
hereot. Nothing s this Secticn shall be construed as
permitting or 1mplying that DOI may, without the wvwritten
congsant of the FFB, cure the Evenr of Default or alter or
affect the right of rthe FFB to receive the entire
accelerated amount pursuant to the terms of tche Note and
this Agresment.

@, During the rime following an Eveat .of Defauylt and
prior to full satisfaction of the DOI guaranty obligations
and its obligs _ions umnde- this Agreement, Late Charges shall
accrua omn those priacioal, intereat and DOI Incerest
Paywents which ave parstc dus pursuant to the schadule of
parysenlE Prowidsdl sauwzie Secapvaph I of the Noze and Sectiss



3 of this Agreement, between the date any such pavment is
missed and the acrual payment in full of all amounts
outstanding under the Note, the Guaranty and this Agreement
and on accrued Late Charges pursuant to Section 6 hereof.

f., Upon paymenr {a full by DOI to FFB, FFB shall
transfer aund assign to DOI all rights held by FFB im the
Note,

9. Condition te FFB Obligation.

FFR will not be obligated to purchase any Note under
this Agreement unless prior to the first purchase hereunder
there {8 delivered to FFB an opinion of the Solicitor of DOI
(Exhibie C) to the effect that:

a. This Agreement has been duly executed on behalf of
DOI by the appropriate officfial of DOl pursusnt to

authority duly ~delegated by the Secretary of the
Interior.

b. Assuming due execution and delivery of this
Agreement by FFB, this Agreement and the obligations of
DOl hereunder 2vre valid and binding obligartions of DOI,
enforceable Iin 2ccordance with their terms, backed by
the full faith aund credit of the Uunited States of

Acertica 2aqad {nconcestable in the hands of tholder
thereof.

c. The Cuaranty endorsed on such Note has been duly
exacuted by the appropriate official of DOl and is a
valid and binding Guaranty of paymeat of the principal
of 8und interest on ¢the Note to which 1t relates,
enforceable tn accordance with its terms, backed by the
full fatth and credit of the United Stateg of America
and incontescable in the hands of the holder rthersof.

10, Compliance with Applicable Laws.

DOl hereby represznts and wvarrants to the FFB that (¢t
hae carvied ouwg¢ svd »{1L csrry cut sll its statutory dutties
under all appliczbla faws {n conuection with auny Note to be
firnauced hy theg FU3 puisuent to :his Agreemenc. If, solely

& . - - [ ~b 4. t “ &
\.’d’un'i&li %q nmﬂ Koov\-“)l‘»‘.-x-[_ w . LIS wT Ll - s LpeerImE,

fFB becownes subfact €0 any s¢ tutorv duties under auy sueh
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tawa, D0f shall, to the fullest excent permitred under such
lavs and applicabla regulactons, aerve, on behalf of FFR ag
{rs agent (n connection with satisfyfeg rhe vequiremency of
auch laws. If amv suck laws and applicable regulations
provide cthat a single agency may servae 23 )lead agencey (n
connection with complylag with such laws, and (f DOT shall
ba serving asa such lead agency where ochat agencies are
{nvolved {n such profect, DODl shall serve 23 lead sgency an
behslf of FIFY,

lt., Participation and Agsignmenc,

If all or any parvrt of the Note or parcicipating shareas
thareof (1if any) are sold by FFB, wrictten notice <chaeraof
will be given by FPB ro DOIl and che GPA.

12, Survival of fights and Obligacions.

Votwithatanding the expiracion of FFR's commitment tro
purchase tha Hota under Secetion | hereof, the remainder of
chis Agreement shall temaf{n {mn full force and effect uncil

repayzent of all awounts due under this Agreement and the
Nate purchasad by FFB hereundear.

FEBERAL FINANCING BARK

BY /s/ John J. Niehenke
Vice 2resident

DEPARTMENT OF THE INTERIOR

BY /a/ Wtlliam P, Clark
Secrectacty
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CUAM POWER AUTHORITY 1984 PROMISSORY NOTE

1. For value received, the GUAM POWER AUTHORITY
("Authority"), a public corporation and autonomous
{instrumentality of the Goverument of Guam, hereby promises
to pay 336,000,000 {the "Principal") to the Federal
Financing Bank ("FFB"), which term {ncludegs successors and
assigns by September 1|5, 2004, Interest shall be pafid on
Marcn 15 and Septembar 15 of each year, adjusted for
Business Days pursuant to paragraph 7 hereof, as long as any
part of the Principal remains outstanding (the 'Payment
Dates'") on the daily unpaid Priancipal balance calculaced on
a 365-day year and the actual number of days elapsed from
the date hereof until cthe date of payment at a rate of asaven
(7) percent per annum (the "Note Rate"”) {n accordance with
Section 1 of 'the Organic Act of Guawm, a3 amended, (the

Organic Act of Guam, as amended, herein referred to as the
"Act”) .

2. The Principal thereof shall be repayable {in forty
Principal installments on the Payment Daces beginning with
March 15, 1985, and ending on September 15, 2004. Prior to
the FFB's acceptance of rhis Note, the Authority shall
provide the FFB with & schedule of Principel installments
sufficient to repay the Principal amount in 40 installments.
As soon as practicable after the date hereof, the FFB shall
provide the Authority with a achedule of 2Principal =and
interest payments due under this Note, and such schedule
shall thereafter ba counsidered a part of this Note.

. Principal and 4ncerest shall be paid 1in Federal funds
© wire transfer to the Federal Reserve Bank of New York cn

ich Pavment Date and the wire shall include the f‘ollowing
c-edit informatiomn:

3
o
&

United 3¢tsctes Tregssury

Nev York, New York

021030004

TREAS RYC/(20180006)

For credit o the Federal Fivmancing Zank
Tresa¢uvry Annay No. |

wiahingeewn, O.7. SN228
R A R L L S A L A . clia. avsinan 0
Lrwr Thgrewsn 1 RE anvi, thew  te  interes: and  next to
Primcipgl, 4il peysants due undevr this Note are subiect to
the Gusvanmty of z%a Szcretary of the Iatertor ("Sscrezarv'™
Attached hareto, a8 to tigaly payment when and as due.
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5. Im the event any pavment of Prinecipal or interest under
this Note 1is not made when and as due, the amount payable
shall be such pavment, plus interest thereon from the due
date to the date of pavment (herein the "Late Charges") at a
current rate established bv the FFB puyrsuaunt to Section 6 of
the TFederal Financing Bank Act of 1973, as amended (12
U.§.C. 2285) and based on the rate prevailing in the market
for the most recently-auctioned 13-week United States
Treasury bills. Upon the explration of each successive
91-day period following the gcheduled Payment Date for anv
cutstanding pavment, the FFB shall establish a new rate
pursuant to this paragraph and such rate shall be applied to
the outstanding payment and all Late Charges accrued thereon
to date. During any period when Late Charges are accruing on
an overdue paymeunt, additional interest at the Note Rare
shall not .accrue on the overdue payment, Nothing 1in this
paragraph 5 shall be construed as permitting or {inmplying
that cthe Authority may, without the written comnsent of the
FFB, modify, extend, alter or affect in any manner
whatsoever (except as expl.citly provided herein) the right
of the FFB to receive any and all pavments of Principal and
{nterest on the dates specified inm this Note.

6. Upon acceptance of this Note, the FFB shall apply the
proceeds of this Note to pavment of the outstaunding
Principal balance of the cbligation of the Authority to the
FFB guaranteed bv the Secretary pursuant to Public Law
94~395 90 Stat. 1199 (1976) as amended, evidenced by the

Note dated December 31, 1980 as amended by Amendment No., |
effecrtive June 230, 1982, ’

7. If 2 pavment of the Principal cor interest is due on a
day on which either the FFR or the Federal Reserve Bank of
New York (the "FRB") is not open for businezs, such payment
shall be made on the first dav thereafter on which both the
fFB and the FEB are open for business (a '"Business Dav"),
Such payment shi1ll include interest accrued to and including
the Business av  on  which pavment is wmade and the
subsequent pavrert shall include interest accrued from the
Buginess .av cn which pavment is made.

&. T

£

P .- - -
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g : ;, wpon five (95) Business Day: written
netice to tho FER wieh rhe wvritten approval of the Secvetarv
L T A Saue recurchase ali or part of thae
BREGCA™E 0 T e . tnis HNete at & repuvrchess price
€qu&Ll Tr e F oingipal amounit so to be repurchased plus
accrued § r~erest thereon to the date fixed for repurchase.



Partial repurchases of the outstanding Principal shall be
applied to the schedule described im paragraph 2 hereof, in
rhe i{nverse order in which such 1ingstallments are due.
Following any such partial repurchase, the FFB shall provide
the Authority with a revised schedule of Principal and
interest payments and such schedule shall thereafter be
considered a part of this Note.

9. The following shall be "Events of Default'" under this
Note and the term "Event of Default"” shall mean, whenever
used in this Note, any one of the following events:

a) Failure by the Authority to make any payment of
Principal of or {interest or Late Charges (if any) on this
Note when and 2s the same shall become due aund payable, and
sald failure to pay shall continue for =a period of wo
hundred (200) days from the date of scheduled payment; o:

b) the FFB, or {ts successors or assignos as holder
hereof, shall have received a Notice of Acceleration (ss
sgid term 13 defined {n the Second BRefinancing Agreemen:
dated December 3, 1984 by and bertween the Authority aad the
Secretary) from the Secretary. '

10, Upon the occurvreunce of aan Event of Default under this
Note, the entlre outsgsranding Principal amount, together with
all acerued interest thereon and Late Charges, 1f any, shall
be immediately due and payable.

11. The holder of this Note may sell, assign or otherwise
transfer all or any part of this Note, and the Guaranty of

the Secretaryv attached hereto, shall cowtinue in full force
and effect.

12. This Note 15 issued, executed and delivered oun behalf
of the Authority gpursuvzat to the Guam Power Authority
Revenue Bounl Act of 1968 and Section 21552(e) (12 GCA
Section 8203.2)) thereof, and pursusut to Resolution No. 79
(the "Tesoitcvrlon”") adopted by the Board of Directors of the
Author ity on Cczobzr 11, 1984, and both Principal hereof and
intere:t hevec: are payable 2o0lely from fundse derived (a)
from - Ly frcm the 4dutheority's systew (defivned
and rvezriorred to fim o the Tesolutien), or (B) from the proceeds

B S VR SR T LY e

ef =2l of ehe ftene 2d4dirianal rTeveuue ponds hevrenfrav
fwsue,  ww oavs swd o o€ Zovorwetors of  the Authovrity (as
refezy. 4 {w e Begeluticu); or, Ic¢c) from such other funds
as way ‘ba avaeilable to the Authority, asnd the Authority is
net ov  gated to puv the same except from guch funds, This
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Note is a special obligation of the Authority, secured as
aforesaid, and {s 1ssued subject to and subordinate to all
outstanding revenue bonds heretofore issued by the Authority
and the Holder of this Note cannot compel the forfeiture of
any property of the Authority. The Note 1s wuot a liemn or
charge against the Territory of Guam, or against the Gover-
nor of Guam, otr agalnst auny property or fundas of satd
Territory, (except asuch funds as may be made available to
the Territory of Guam pursyaat to Section 30 of trhe Act),
sald Govermor, the Authority or said Board of Directors
except 28 provided in the Resolution. Neither the payment
of the Principal hereof nor any part hereof, nor any
interest thereon constitutes a debt, liability or obligation
of the Territory of Guam or the Governor of Guam.

13. This Note, so loug as the FFB 13 the holder hereof,
shall, to the extent permitted by law, be subject to such
nodification as may be mutually agreed upou 1in writiug by
the Authority, the FFB, and the Secretary.

IN WITNESS WHEREOF, .the GUAM POWER AUTHORITY has caused

this Note to be signed in 1ts name and on its behslf by the
manual signature of the Chairman of its Board of Directors.

Deted

GUAM POWER AUTHORITY

by




EXHIBIT B

GUARANTY

The United States of America acting through rhe
Secretary of the Department of the Interior ('"Secretary"),
hereby guarantees to the Federal Financing Bank ("FPB"), or
assigus, as holder of the Note dated December 3, 1984, (the
"Note") to which this Guaranty {s attached, upou the dewaund
of such holder, sud pledges the full faith and credit of the
United States of America for, payment of the full amount of
the unpaid i{iuterast on, and the wunpaid balance of the
principal of, the Note, 1including interest om overdue

installments of principal and/or interest accruing pursuant
te the Note.

Thie Guaranty {3 issued pursuant to the Organic Act of
Guam, as amended, and the Financing Agreement, dated
Dacember 3, 1984, letveen the Secretary and the FFB, aund is
irravecable, incontestable and unconditional in the hauds of
the holder hereof, irr - specctive of the validity, legality or
enforceability of the ote, or any other circumstance which

might constitute a leg:l or equirable discharge of a surety
or guarantor.

DEPARTMENT OF THE INTERIOR

Dated By

Secretary of the Interior

T N T TR il o
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United States Department of the Interior

QFFICE OF THE SOLICITOR
. WASHINGTON, D.C. 20240

EXHIBIT C
Federal Financing Bank
U.S. Department of Treasury
Washingtoun, D.C., 20220

Gentlemen:

This opinion {is provided opursuant to clause 9 of the
euclosed Financing Agreement ("Agreement”) between the
Department of Interior ("DOI") and the Federal Financing
Bank ("FFB").

The Agreement has been executed oun behalf of the DOI by a
duly authorized official.

Asgumiang due execution and delivery of the Agreement by the
FFB, the Agreement and all the oblig:tions of the DOI
thereunder are valid and binding obliga-ions of the DOI,
enforceable 1n accordance with its terms, »acked by the full
faith and credit of the United States of America and
incontestable in the hands of the holder ttereof.

The Guaranty endorsed c¢n the Gusm Power Authority 1984
Promissory Note ({("Note”™) has been executed by s duly
authorized official of DOI and {s a va'id and biading
guarantvy of payment of the principal of, interest and Late
Charges, if any, on the Note to which it relates,
enforceable {n accordance with {ts terms, backed by the full
faith and «credit of the United States of ~-erica and
incontestable in the hands of the holder thereof.

Sincerely,

Frank S. Richardsgon
Solicitor

nclozure

rrd

SOCREL

Subject

Reading

Sol. R, File (DSLY
Secy R. File (2)
Tattevrson

&3
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UHITED STATES OF RBERICA SUAN 9‘)&:22 ~JTHORITY
TERRITORY OF GUAN 1980 NOTE

For value received, the GUAN POWER AUTHORITY (“Authority”), a public
corporation and autonsmous instrumentality of the Government of Guem, hereby
promises to pay $36,000,000 or such amount as may be then outstanding (the
"orincipal”) to the Federal Financing Bank (“Bank”, which term {ncludes
successors and assigns) on December 31, 1981. Interest shall be paid on
June 30 and December 31 of each year on the daily unpaid princips] balance
caleulated on a 365-day year and the actudl number of days elapsed from
December 31, 1980 until payment at a rate determined dy the Bank in accordance
with Section 6 of the Federal Financing Bank Act, (12 U.S.C.§ 2285).

At the option of the Authority, to be exercised dy giving ten (10)business
days written notica to the Bank, the maturity date of this Note will be extended
so that the outstanding principal dalamce is payable in full on December 31,
1990. The exsrcise of such aption by the Authority will not be effective unless
and until the Secretary of Interior shall have given writtan notice to the Bank
prior to Decamber 31, 198, approving such extension of maturity. In the event
the maturity date gf this Note is extended, the Bank shall compute a new intarest
rate based on the period from December 31, 1981 to and including Cecemver 31,
1990. Such rate shall be establisned in accordance with Section 6 of the Federal
Financing Bank Act as {f tha outstanding principal was advanced by the Bank to
the Authority on Decamber 31, 198).

[f any payment of principal or interest is not paid when and as due, the
amount payable snall be the amount of such payment plus interest thereon at the
rate specified herein, from the data due to the date of payment. Principal and
interest shall be paid in federal funds by wire transfer to the Federal Reserve
Bank of New York on the payment date and the wire shall include the following
credit information: '

United States Treasury

New York, New York

021030004

TREAS NYC/(2018000€)

For credit to the Federal Financing Bank
Tressury Annex No. 1

¥ashington, D. €. 2027¢

Upon scceptance of this Note, the 8ank shall apply the proceeds of this
Note to payment of the cutsiending principal balance of the obligation of the
Authority to the Bank guaranteed by the Secretary of the Interior pursuant to
Public Law 94-395, 50 Stat. 1199 (1876) evidenced by the noté dated March 31,
1977 az amended by the agreement dated February 14, 1979,

A1l payments on this Note shall be first applied to interest and then to

principal. At its option, the Authsrity may repurchase this liote, in whole or
_in part, at any time prior to Decewber 31, 1381 (or, if the maturity date of
this Note is sxtendeg, at any time prior to December 31, 1990}, upon (1) payment
to the Bank of interest on the amount of principal to be repurchased, accrued to
the date of repurchasa from tho date when interest was last paid prior to such
date of ropurcheiy, ond (2] pmymset of 3 price on the amount repurchased which
w111 resull {a a yield for the geriod from the date of repurchase to maturity
equal to the U.S, Treasury new issue rate for a security with a maturity and
payment scheduls comerzdle to the remaining maturity and payment schedule of
this Note, computad by the Secretary of the Treasury as of the close of business
two days prior to the date of such repurchase.

If a payment of principal or interest fs dug on a Saturday, Sunday, or a
pudlic heliday umdar the Tews of he United States, or 1 day on which either the
8ank or the Fadersl Rsseeve Sank of New York is not open for business, such
payment shall 8o eads either: {1} on the husiness day irmediately preceding the
day paywant 18 dum, and & ZOrURY 39 mede £hal) nnt be contiderad 3 soroechinzz
“hide e preveding sRPEaTIs, wf 13 oh the mexnt busirgss doy offer the dels
Paymeat iz dud. ek peswad el dmciude interest accrued to ne incuding

]
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the business day on which payoent is made #nd the subsequent payment shall
fnclude interest accrued from the business day oa which payment {s made.

This Note, s¢ long as the Bank is the holder hereof, shall, to the extant
permitted by law, be subject to such modification as may be mutually agreed
upon in writing by the Authority, the Bank, and the Secretary of the Iaterior.

This Note is issued, executad and delivered on behalf of the Authority
pursuant to the Guam Power Authority Revenue Bond Act of 1968 and Section
21552(e) thereof, and pyrsuant to Resolution No. 66 (the "Resolution”) adopted
by the Board of Directors of the Autherity on December 17, 1980, and both
principal hereof and interest hereon are payadle solely from funds derived
{A) from revenues derfved from the Authoeity's system (dafined and referred
to in the Rasolution), or {B) from the proceeds of sale of the first additional
revenua bonds hereafter i1ssued by the Board of Directors of tha Authority (as
refarrad to in the Resolution); or, {C) from such other funds as miy be availa-
ble to the Authority, and the Authority 13 not obligated to pay the same except
from such funds. This Note is a2 special obligation of the Authority, secured as
aforesaid, and is fssued subject to and subordinate to all outstanding revenue
bonds herstofore issued by the Authority and the tamer of thiz Nots cannot compe)
the forfeiture of any property of the Authority. The Note is not a lien or
charge ageinst the Territory of Guam, or against the Governor of Guamm, or against
the Authority, or against the 8card of Directors of the Authority, or against
any property or funds of said Territory, said Governor, the Authority or said
Board of Directors except as provided in the Resolution. Nefther the payment
of the principal hereo? noe any part thereof, nor of any interest thereon,
constitutes 4 debt, ilability or obligation of the Territory of Guam or the
Governor of Guam; provided, however, that should the Authority fail to pay in
full any instaliment of interest or principal when due on this Note, the
Secretary of the Treasury, upon notice from the Secrestary of the Interior,
shall deduct and pay to the Federal Financing Bank or the Secretary of the
Interior, according to their respective interests, such unpaid amounts from
sums coHeEted and payable pursuyant to Section 30 of the Organic Act of Guam,
48 U.S.C. B 1421(h) (1970).

IN WITHESS WHEREQF, the Guem Power Authority has caused this Kote to be
signed {n its name and on its behalf by the manual signature of the Chalrman
of {ts Board of Directort and countersigned by the manual signature of the
Secretary of its Board of Directors and the seal of the Authority to be ispressed
hereon and this Note to be endorsed by manual signature of the Director of
Administration of the Government of Guam,

Dated December 31, 1980

GUAM POMER AUTHORITY

L , Lhairman

Board ::f Directors

@i',}wv(/ £ 5% LA | C/]
: PN ’}!V
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Jeard of Directors



This Mots Is the MNots deszribed fn the within.mentioned Rasclution,
and 13 valid and antitied to the security and benafit thereof.

e At

Administration of the
Government of Guam

GUARANTEE CERTIFICATE

The United States of Amarica, acting by and through tha Secratary of
the Interior of the Department of the Interior of the United States, in
accordance with Section 11 of the Organtc Act of Guam as amended, haredy
unconditionally guarantess to the Federal Fimancing Bank, 1ts succassors
and assignees, the timely payment of principal and interest when and as
due on the foregoing Note dated December 31, 1980 in accordance with the

terms thereof.
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Power

Continued irem Page )
Utilities, and Consumer Protection

chairman, also called on GPA to with.

draw a notice for a rate increase it gave
the Public Utilities Commission.

“Now. that GovGuam bas agreed to
pay i3 arrearages, the immediate
peeds of GPA have been met and | see
no need for an immediate rate in-
crease,” Parkinson said in the releass.

Ada poted that the waiver has saved
the deficit-plagued general fund a sub-
staptial amount of money. .

Youth

Centinued from Page 1

Agana Poal, .ml 3

8 An islandwide parade on Marine
Drive, April 4

@ A Saturday night bonfire st the
Paseo, April 4

?—u A student-sponsored charity drive,
April 5-25

© Oratorical contests, April 18 in the
legislative session-hall -+

© Student exchange between local
scheols, i 21-24

& Island Leadgrship Day, April 24

:} An !slandw:;‘de dance from 7 p.m.
until midnight, JAperil 28

¢ The month’s awards banquet, May
2 2t Government House.

hiz kids__

Continzed from Page 1
scheduled to participate in the Colorado
riate chsmpiomly- and then play the
stobe dampions .

They also have ma set up in
Howald. Bothmer said the team will
play & total of 18 matches, almost
teice as many as last yesar's," ke said.

Thie yesrs tour appears to be
wagler, oo, - 2o nsid since Guam's
; e ap the foom o bes! apos.
a5 gpresd after last yesr's

wapnlay &R e metohes lea"
ety Elsieg, Bothmer sald, “How these
“hisy peiet will dafine the team's wue-
oo, booeld, - v -

. Ty sam wil be be socompanied by

Badinser, B4 Dockvow of John's,
Go Hutleq of the University of

sl Foetsr Barie David of S

'

MANILA, Philippines (AP) — An
ying Communist insurgency z

tens
ww of new attacks by Mogk
pose & twin threat to 3
Corazen Aquina’s efforts to rebu
democracy in the Philippines.
iklél:mrgmdm say nearly 400 pe
pie have died in stepped-up attacks
the 24,000-member Communist Ne
People's Army, or NPA, since a 60-d
cease-fire with the Communists e
pired on Feb. 8.

The armed forces were placed «
“full combat alert” nationwide Saty
day to guard against any attacks
mark the 18th anniversary Sunday

Gen. Alexander Aguirre, con
region, sa:

Thursday that special police tear
were being formed to bunt down gue:
rillas believed to be infiltrating tk

capitel.
govefument talks with- Mosler

rebels on ending their separat
rebellion are in trouble because of dij
{erences over the extent of territory u
be included in a proposed autonomouwr
Islamic region in the south.
The Moslem rebellioc now is in it
15th year.
The Philippine Daily Inquirer
Nur Misuari, leader of the
Moro Nhamﬂom] U:ﬁntim E:;m, as
sayi is group will break off talks
mﬁ’f the governmen! meets his

L Mm.h&dm,ﬁ&,humedwm

"'x string of honorable

But the violence shows no sign of
abating, and the president admitted
Friday she sometimes gets

= Lo

PGPS WY Wl uk b
| Cestiinad Prem Bems |

Hopee end sensibivity on both sides.

I think that, by and Inrge, wur two

a mare “simple” Mrdﬂam"
Guam, "M%&Qé@f%ﬁg‘&%wh&w '
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s assistance

sy daflicit of
~eoolt urged
saurt Judge

recover %1
1ance funds

oL 1S11Y),
ted 2n addtioinat
b3 administeved
\. Concurrenty,
® aunhorted to
sdhv Lopintiveg
thea

'\‘.

Subsequent enactment of
PL. 12:7% app opriated
another 830,000 br. ging up
the total fund avai ble tor
loans g qualifiec fand
claimants to $500,000.

in his lenter, Santos ‘unther
wrote: "Uader both unds,
landownrers or thair aticrneys
involved in the land ¢ aim)
cases were able to appts for
loans, provided they ass: ned
future proceeds to which they
were entitled from the 1 )tte-
ment fund 1o GEDA. In rhany
cases, rthe anorneys sigred
parsonal quatantees of piy-
ment. With the untimely Caau.
of Jobn Bohn, there i 8 ques-
non ol whether the anomeys
or law firms which have
assumed Mr, Bohn’'s clientels
dru aware of the ssigamant of

proceods mads by W, eo&m

onboﬁd!ofmdbnu

] urge you 10 loDk inta theg
matier and o enexs Bt e
amorneys who have samusned
My, Sohn’s cataiosd ace mads
swere of loans siresdy recsiv-
ed by Mr. Bohn's tsw firm oa
ghetf of dents owd &7 ¢
terrs of repayment. | furtiver
UIEY YOGS B0 CIRIPUTG/ ™ R vt
‘URe BMAITERD O wurh T
NPTy 2T, v»‘ﬁ yed
{fsnd dowmonw’ BT
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of the wetdemant fured. | oy
CV et ondy Becaumre s les !
cledrrs heoringe procrnty -
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Guam Tridune Statt

The Guam Power Autharity will withdraw its pro-
poud rste increase upon the signing of two pro-
missory notes tnday by Governar Joseph F. Ada,

In 2 special board of direc:
10r3 meeting last night, GPA
board members aporoved the
conditional motion to
withdraw its 120-day notice
for a proposed rate increass
because the government's ar-
rearaQac would hsve baen
s> hved.

Acording 10 2 sattlement
plan « rpwn up by the govern-
mant :nd GPA, CovGuam wit
poy ¢ e 85.25 million dsdt
by the end of fiscal vear 1920,

Tre Tt promisedry note
consisted of: paying FY 88
metered billinas amounting O
¢4 086 million and accumulsted
penzitiee  of $1.99 milien
1013%a $6.05 miliion,

Tra ¢nure FY B8 GovGuam
pemcit ammoumsd to $7.97
r:w:—'»'«i%% o 5.8 malion wes

*raréveer 877 zocoreing 1o the
v ““"""ﬂm\:hzﬁ, :

ST RN k«;w}u ™

wmws anu ol pwnq F\‘ &7
&amwn )

Although the government -
had besn threatened wath
dgisconnsctions earfier  this
yedr, the depantments have
managed 10 remsin cument on
their billings.

It was noted, however, that
the Guam Memorisl Hospital
was 8 Seperaio cese and as of
February still owed $143,000 in
metered Ditlings and penaities.

GPA controlizr Bruce Pecon
said that the notas should be
sighed by Apnl 1, 1987 1o
avoid at 8 rats of $130,000 per
month of pengities,

Pecon said that with the set-
Hement pian. he wiil present o
the bosrd new figures a9-
dressing GPA's debt ssrvice
coverage and cash Situstion
on  Wedneaday’'s rsgQular

Pecon had esrlier warnad
thet GPA wies m pomucl

\.—l\,\-n «-..w.r

- Turmto poge d
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Tussday,
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Continued frem page §

2 the Goverament of
T 0 this time of finencial
3

INtOs &isa wrote to Judge
ate urging him to direct
Public Defender Service
SOTatoNn 10 sesk reim-
jement from the settie
1 fund for representaion
onses incurred in the end
ms procredings.

{e pointed out that P.L. 14-
prohibite charging
imants for genersl costs of
VICHS O feQuUirng repay-
it of coun fiing fees. He
14 howevet that since the
nnibus  Termories Act of
177 aftows paymants of at-
cneys fees up to § percent, it
ema proper for the Public
stondar Service Corporation
) submit an application t© he
istriet  Coumt  for reim-
urmement of fees, coets and
xpenses incurred in represerr-
ing lendowners in the lend
{aime cases.

In his lettar to Abbae, San-
tos wrote: “‘In view of the fact
that the land claims hesrings
are now in progress, perhape

N e

o AT GO AR M T W T S TNy o g 2
\ 3 ag_}\ A4 75 % PP X
; ; 2y ;
} : i Wl
i Y - . ! Qs e

2SS0y THI

ceimbursarmant  of
{ees, casty snd expendses {rom
the settiermant fund before the
Apri 20, 1937 deadline, 8t
established by Judge
Peckharn's March 3. 1987
Ovdar.

“in order W dssint i
downeve/claimants who mot
one of three critenia, the Guam
legisiature spproprinted, by
means of P.L. 14-98, the sum
of 150,000 fo¢ the period Jan.
10, 1878 through Dec. 31,
1573 and by means of P.L. 15-
8, the sum of $250,000 for
the period of Sept. 20, 1380.”

Yesterdey, Sontns said that
the Public Defander Servics
Corporation’s offize . filing 3
clgim  ageinst the federsl

for #481,(73. Ha
asleg sad st Ge Guamn
should recupscate 6% 43,598
(3602,100 in loens plus
341,498 in interest) foc 1 com-
bined fund recovery: of
$1,035,271 10 be applied 12 the
deficit reduction,

Land recovery fund ‘tatus
{ollows:

GS FOR

LEASTER

oY f AT T P

R Y R S e AR T

A. Revenus

1. Appropristion
2. Interest on TCD°
8. Oisdbursemants

1. Apgroved Loans
Batanca Availsbia

Name

1. Bohn, John A.
2. Cadwadliader

3. Keogh

Won

v_ } Co‘ndfw:‘ trem page §
mant because GPA wouid not
be meeting their debt servics
CoVersge 13to.

© He &iso warmed of criticsl
cash flow problams f
GovGuam did not pay it
definguertt 3ccounts.

Pacon noted that according
to the Powsr Pool Agreement,
the Navy wouid have ta be im-
madiately refunded millions of
doltars due 1o its reduction of
revenues.

B8osrd member Luis Her-
nandez pointed out that only

’t raise

LANG BECQvERY UMD
fund Stetus ap of Juno 33, 1653

$800,000.00
1 2,103.9%
LOAN STATUS
June 30, 1985
Amoune Interesy
$274,%00.00 $28,271.54
$$216,000.00 $12,407.Q0
$ 1Y,600.00 $  819.4
$502.100.00 841,497 &

the penatties-and not GPA’s
metered asles-were forgiven,
“YWhat wes being written
off was ithe unreasonable
amoumt demanded by PUC for
the ﬁw‘ parcent par month
pensity,” he seid. ‘“‘We decid-
od to forgive i."

Pocon said, however, that
the psnaities were not impaos-
ed by the PUC but were panrt
of the government's rawe anffs.

GPA’s fegsl counsel Don
Wifliams, stated thst should
the government default on its
promussory note, thers was 8
prowision thet the government
would start paying interast of
12 percent snausily.

Philippine economy

MANILA (UP1) - Finance
Secretary Jaim: Ongpin sign-
od 2 3310 million loan with the
Word Bank Monday, hailed a

Givag 8 parsons! exsmpis
CoUNTIS  Lotumm,

W s mmmy - e, .

Tiush § fewy REER by, L
- - iR 3P O

oW recovering

up B percent and industnal ol
consumption ug by 13 per-
cent. Domestic steel makers
have requested import
clegrancs 10 keep up with de-
mand for gaivanized iron
sheating &nd cement is in
short su

PRty.

“N you ook &1 £ thoss
things, tre’c ne quastion N
rry mend i sconomy B el
on tha wey (o retovey,”
. Y BB,

; cf GeTnCHNC recevery
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- Gow. Josoph F. Ada signed

# promisgory pole yesterday
that guaraniess the payment
of about $9 millien in accrued
billings and penaities to the
Guam Power Authority.

“What is truly significant is
the fact that through this one
action, we have been able to

Mmthegwnmmtdaﬂ-
cit by ¢8 mililen, maintain the

ty of GPA, and
avert for people of Guarn

the possibility of a rate in-
crease ” 4de said afler sign-

e
promissory note was
nepded o address 35 million

in unpaid metered billings
and millioas more in penal-

’wmtﬂe t:!he
goverment of Gz oved

Toe GPA board of irctors

sistant to the GPA gepera]
manager, said yesterday that
the promissory pote is “a
compromise that everybody’s
hapzy with.”" She said GgA
worked closely with the Bu-
reau of Budget and Manage-

ment Research (o solve the
problem.

GovGuam was charged 38

million in accrued penalties
on the $5 million in metered
billings at S percent per
month (a law was enacted
earlier this year changing the
penalty from 5 percent to )
mcent per month). The GPA
cal]ed the accrued pe-
nalties “‘an excessive chau-ge
agamst the government."
missory note will
allaw A to absarb about $8
million of the $8 million in
penalties. However, Donner
said there is an additiona) 22
million in penalties that have
accrued since Oct. 1, 1986 that
tns to be paid off. '
. The & milllon i anpeid

metersd will be
off in 12 monthiy instalir
of $338,000. There will be
percent per annum penalt
any late payments. Do
said.

The $4.1 million in pena
will be paid off on a2 mor
basis over a three-year pe

inning at the start of
pext fiscal year (Oct. 1, [¢

As a result of the go
nor's actich, the GPA Ix

island construct

growth; mili growth;
mmﬂl:? er p

new
that is to go oo in 18
and reg_ulir_'mﬂaﬁon,_

” B i i v( H



PACIFIC DAILY NEWS, Saturday, May 2, 1967 &

GovGuam pays part
of power bill

""he government of Guam yester-
da) paid the Guam Power Authority
$33%..556 as the first payment on an
app ‘oximately $8 million promissory
note

Th: payment was made as part of

1 an ajreement between Gov. Joseph

F. Acdi and GPA to resolve a debt of
almos! $14 million in backpayments
andc{i :nalties. K

Ac:' spokesman Mark Forbes said .
the governor was able to persuade
GPA officials to forgo $8 million of
the deb. and allow GovGuam to pay
off the d=bt in monthly installments.

Yesterdav's payment was the first
of 12 monthi ¥ installments of approx-
imately $338,%00 on $5 million in
unpaid meter bulings. Beginning in
October, GovGuarr - will begin mak-
ing monthly payme 1ts on $4.1 million
in penalties.

Those payments ~ill be made over
three years.
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- One thing ce-=nc certsin: the public will ;‘W ey oo, T s 1o
not tolerate cmy nsw move to incresss sdmitted
hospital rotes apzaicHy now thet they know - | Casper W. Weinberger, who ops=rod_Ghe
gross mismanagemaont hss slweys been at

8 Wt

aen

e

&

the root of GMH’s finbncial problems. -~ - The

The haspital's problems have been iden-
titlad and proposed soiutions are being
discussed. For the sake of the people of
Guam, we hope hospital services will not
deteriorate further considering that it is
almost hopelass to sxpect any marked im-
provement in the immadiate future.

'HAPPY, UNEXPECTED
SOLUTION |

The fight between GovGuam and Guam
Power Authority (GPA) over the govern-
ment’'s long overdus sattiement of its powaer
bilis is headed for a happy and unexpected
ending. Thanks to the patience and tenacity
of Governor Ada and his policy of searching
for a compromise solution, a formuia accep-
table to both GPA and GovGuam has beesn
found.

GovGuam owed GPA & totsl of $14,142
million of which $7.87%5 miilion represented
penalties up to FY 1886 and another $2,204
million aiso in penalties in FY 1987, The prin-
cipal totallad only $4.083 miltion.

Under the settiemant formula, penaitias
totalling $5.885 million will be written off
and GovGuam will sign a new note for
$8.257 miifion. The settlement terms were
reported acceptable to the auditors, who
had to approve writing off the penaities. to
the fanders, and to the Navy Poot.

The new note of $8.257 miition will be paid
by FY 1990 and the unpaid meterad sales in

FY 13€6 must be paid over a 12-month period,

according to the terms aof the sattiement
‘formula.

While ‘ome may claim that this is all
“paper transaction,’”” nonetheaiess the net of-

fact is to reduce GovGuam's lizbility and
pivm 2 timma en coeaio beo meacns Bifls, At lgaset
ane pressure s Daing ramoved albeit tam-
porarily. Now the public need not be treated
2@ the repeat . comedy af G5 thresten-

ng to cut off GevGuam's power.

- mow & more firmly in contf

stolid seemingly cowf W— =
a3 remarkable story ©
has not only withstood weeks of 6’:‘". ad
artacks from White House sides 78 - '—‘m
contra matter unfoided but he hae »fttﬁ g
ad off years of outright hosulity ’d"‘ 7__:
poliucalty potent right wmng 2
Republican Party.

Or?;w foreign policy exports, Stwas's -
mirers. and detractors alike, 0 M‘“‘
unanimounhuyinqthﬂhowﬂdwg:“
diptomacy of the finat 22 monthé e
Resgan administretion. That prot=stsy
mean an emphasis on U.S.-Sovst (GIPDONS
and arma contral, perhape to 1he FACIGmOTY
of aimast averything &isa.

“Ha is working hard 10 =
rol) agresment v ith tha
administratior, of1/~ial said. ' Som4 ol
the Pentagon may think he ia wrt"’(’? =
hard. But if ha cou 3 now pudfl 3 UJM’?\;‘-‘
agreement out of ‘he hat, he wo !
somathing to show ' ¥ hig tenure.

The official conce Jed that thers ¥
many other areas of oreign poicy l;'"‘ con-
tin  simitar oppoct.nities  fof ST
achievernent by the scand
Reagan administratior . )

Rgbeﬂ G. Neum inn, Rug‘n’l d'-::
foreign policy adviser serween hit & ool
1980 and his insuguration in 1. =<
Shulz hat identified a'ma contrdd 3

s n

e ~T

MOSt important issue on whk‘:" m
ministration stll has hopes of &
resuits, )

“He may have come 1o U & &/

v B 0D

that if he were 10 leave, there It 1:’.'; /7 g
mg conle A,

one 10 lead the fight for ar C et

Neumann, now with the Cente for o,
and International Studies in Washing! -

Administration officials “L tg‘ﬂ"‘ by

than ¢ 3y

ministration’s foreign egende re. His new

time during his 57-month tenu
stature grew out of what might
his greatest humiliation — the ”'f Al
to ran, which proceeded duspuis 102 DA
tions and, he maintains, 13rguly withyres

kt owledge.

:,;Ud R GG
ingt the arms
ted CcOMIMES-

Although Shuitz saldom M
tunity to advise Reagan agfm
sales, the nrezidentelly 200 ; .
sion that reported on the scsndel ""‘;", 1‘;3
said that he did not press his views forc a
enough. Onca the operation became 9‘;6 .
las November, however, Shull pU'“'l o
high-profils strategy intended 10 “'f.; s
his credentials as the lesding "93' ' de-
policy thot the president coNtAUET
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Office of the Attorney General
Territory of Guam
Ellzabeth Barrett-Anderson
Antoeney General
Donaid L. Paillette
Chief Depury Attorney Genaral September 9, 1988

Phone: (671) 472.A441..4
Telefax: (47134722493
Telex: (650 897.5352

Mr. Donald C. Williams, Esq.
Carlsmith, Wichman, Case,

Mukai and Ichiki

Suite 401, Bank of Hawaii Bldg.
134 West Soledad Avenue
Agana, Guam 96910

Re: Guam Power Authority/
Govt, of Guam Power Bills

Dear Mr. Williams:
In response to your ingquiry regarding the government of Guam's
position concerning Guam Power Authority's efforts to collect
a five percent penalty charge on the past due government accounts,
prior to the compromise of the penalties by the Authority, i
was this office's position that such penalty was discriminatory.:
of questionable legality and, as a practical matter
uncollectible. I hope this answers the question you presented. ‘

Very truly yours,
v - 7 .
A CC/J % ("“M\

DONALD L. PAILLETTE
Chief Deputy Attorney General

DLP:slc
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rmended Application of Guam Power }
Authority to increase rates )

- j

DECISION AND ORDER

I
PROCEDURAL BACKGROUND Q&

Cn September 16, 1987, Guam Power Authority (GP
the Commission its notice of intent to apply for an increase in
rates pursuant to PUC Regulation §20005. On February 23, 1988,
GPA filed its rate application together with prepared testimony
and supporting exhibits. On May 2, 1988 the Commission retained
the independent expert services of Georgetown Consulting Group,

Inc. (Georgetown) to advise the Commission concerning the GPA
application.

On June 17, 1988, the Commission retained the services of
Harry M. Boertzel to serve as Administrative Law Judge (ALJ) in
the proceeding. Pursuant to 12 GCA §12016, a hearing on the rate
increase was noticed to commence on June 15, 1988. On June 14,
GPA reguested a continuance of the hearing on the grounds that it
intended to file an amended application which would constitute a
final filing under 12 GCA §12018. On June 22, 1588, GPA filed
its amencded application. On July 1, 7 and 14, 1988, the
Commission provided public notice in the Pacific Daily News that
a hearing on the GPA application would commence July 19, 1988.

ALJ conducted two {2} prehearing conferences which resulted
in a first and second prehearing order. By virtue of his first
prehearing order, ALJ granted Parkinson and Ceorgetown's motions
to intervene in the proceeding as parties pursuant to PUC Reg.
20008.1. As a result of this first hearing, a procedural
schedule was adopted which established deadlines for data
requests, responses to same and a deadline for requests for
subpoenas. The parties were also -equired to establish a
prehearing stipulation to narrow the “ssies. A second prehearing
conference was scheduled for July 15.

On July 12, Parkinson filed a moti-n to dismiss alleging
*hat GPA consultent Touche Ross (nd GPA comptreoller Bruce Pecon

4
J

should ba diggueiified zz parvicipants in thz proceeding. On
Tulv 14 Parkinsan moosd o JFlend e s vhe oroccoodiog on the grounds
that GPA had filed to compily wi h the Open Government Law and
with 12 GCA §12017. On July 14, Parkinson also moved to strike
GPA testimpony on the ground thst SPA had wrovgfully objected to
his Jdata r8aguests. Thoge motion . were heard anag considered at
the July 15, 1988 secend prehear’ g conference. ALJ denied each

EXHI817 g/
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rresult o of thar ords

imo 4 sr, Tornone Zenavents, Sabian, Sooon
amended was admlitiedg Lnto evidencs, as well as, GE s
through G-2, CGPA'z re=zgoonses to Gecorgetown's data EO”‘eSt numiser s
1 through 60 and AA, 75PA's responses to Georgetown's requast £or
information 1 =orousr. L, GPR's responses to Parkinson's fivaot and
second date reguests, the statement of Doris Brooks, the GPA rate
summary, and Téra?ar‘: rtestimony dated December 6, 1385, The
second prehearlng order also established that no party requested
subpoenas in this prcceeding.

The Commission conducted hearings on the evenings of July
19, 20 and 22, 1988. At the commencement of the hearing, GPA
filed with the Comalssion a stipulation which had been entered
into between GPA and Georgetown which reflected that, to a
substantial extent, GPA agreed with Georgetown's evaluation of

its application. Purzuant to the stipulation, GPA's reguest for
amendment of its Zfuel adjustment clause (Schedule Z) was
withdrawn. Parkinscn did not join in the stipulation. At the

beginning of the hearing, ALJ ruled that Parkinson would have the
right to cross-examine all witnesses and further that, the issue
0of the GPA penalty forgiveness would not be cconsidered in this
proceeding, but rather would be examined by an indapendent
Commission investigation *to be scheduled after the instant
hearing. As a resul: of prehearing deliberations it was also
understood that the impact of GPA's future generating
requirements and i1ts potential customer service agreemert with
the Navy would not be considered in this hearing, but raiher by
separate proceeding. Evidentiary submissions by the part..es and
cross-examination was concluded at the end of the hearing 'iession
of July 20. On July 22, the Commission received the public
testimony of nine rate payers. The proceeding was concluded with
final arguments by the three parties.

The Commission conducted meetings on July 26, 28, and 47,
1988 to consider and act upon the ALJ's report as finalized ana
dated July 28, 1485, =m nart of our review of the ALJ report,
the Commissioners examined and reviewed the Hearing Exhibits and
such Docket entrigs, which are catalogued in Attachment A to the
ALJ report, as we nave considered necessary to understand the
evidence and the positicons of the parties. After such
examinatior and review, angd in the exercise of cur judgment, we
have made +..e determinaticns set forth below.

IX
DETEZRMINATIONS

3

. Twr o o vorrind o owights of the Ll
pres: sved in the viocess of permitting factual materials invo the
raco: 1 as evidence and by allowing the arguments, reasoning, and
statv: 2nt of poodoion of the parties to be brought before us
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Z ALS Tt oo raling that the walidity of GPAT S
forgivenaess in VIR s D5 ,B35,037.00 in genaltiss | tho
"menalty for ;¢: .owWhich o was assessed upon the SoOVornmont
pursuant toc . Tariff Schedule C, and the conseqguent
$3,000,000.00 negative adjust ent reqguired under <the power pool
agreement (a $9,C00.000.%0 + negative impact on GPA's financial
positicn), would not Lo adjudi:ated in this hearing tut rather by

separate investigative hearing.

3. Stipulation !lc. 2 by Georgetown and GPA regarding the

penalty forgiveness is appropriate. [Hearing Exhibit 1, the
"Stipulation"].

4, With specific reference to Stipulation No 2, a
substantial questicon exists as to the legality of GPA's penalty
forgiveness without prior PUC approval in accordance with 12
GCA §12004 &and §12015. PUC will, therefore, on 1ts own

motion, investigate the matter in accordance with PUC Reg.
§20003.

5. ALJ was correct in ruling that the financial impact nf
the proposed GPA-Navy customer service agreement and GPA's futu.e
generating regquirements would not be considered in this hearing.
but rather by separate application, except to the extent that thu

Commission might want to require GPA to establish a generatinc
expansion reserve fund. ‘

6. GPA's rate increase application should be evaluated

against its proposed revised revenue requirements for FYB8 and
- FY89.

. 7. GPA's projected FY89 $1,000,000.00 current cash
- shortfall revenue requirement is reasonable and just.

: 8. Stipulation No. 1 by Georgetown and GPA concerning the
FCB spill is reasonable.

: . Tonsistan s vjih O 's mapital improvement needs. 1ts
_CIP projects, as set forth in Hearing Exhibit 11, are just and
reascnable.

10, A ceiling should be placed on GPA's FY¥89 capital
improvement expe~ditures at $10,500,000.00 and any excess
revenues should e depcosited into a restricted account which is
dedicated f{nr fur-her generating requirements. GPA should
annually repirt on the status of this account pursuant to 12 GCA
§12007. ; '

LA 0527 S S S S ARE PO FYS89 revenue regulrement ior
pperation  pocd s o Loumion include incroased ﬁi:lz*p%
|XpENnses, age Jugst ond rageensbla,
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13. The inclusicn of =an FY89 $669,996.00 liability as =
revenue requirement is just and reasonable.

i4. The FYEYS unfunded pension liability requirement should
be funded intc & restricted account. GPA should annually repori
on the status of this account pursuant to 12 GCA §12007.

15. GPA should be ordered to develop, within 120 days of
this decision, a2 comprehensive plan for addressing: a) its total
unfunded pension liability; and b) the collection of Navy
contributions for that liability under the power pocl agreement.

16. GPA will not be in default of its debt service

covenants in FY88 and F¥89 in the event no rate increase 1is
granted.

17. Stipulation Nos. 2-8 are reasonable and should be
inccocrporated into the rate order.

18. GPA's FY88 projected revenue requirements as set forth
in paragraph 8(a) on page 23 and in Scenaric A, page one of
Schedule 3 of the Georgetown testimony [Docket No. 34] are just
and reasonable.

19, GPA's FYBY9 projected revenue regquirements as set forth
in Scenario B, Schedule 2 of the Georgetown testimony [Docket No.
34] are jusit and ressonable.

20. A rate increase in FY89 is necessary in order for GPA
to meet its financial obligations, operational expenses, debt
service requirements and its capital improvements. The rates
should be increased for +*the £irst billing through a percentage
factor of 3.670% of the revenue adjusted for rate rollback of
4.8% as shown in linez 7 and B8 of Hearing Exhibit 4 {Exhibit GGT,
Schedule 5 (Ravised 7-19%-88)] and for all subsequent billings
through a melding of the two rate rollbacks and the above
percentage factor Lo & net vave adjustment of 5.4434% as is shown
on Hearing Exhibit 18.

21, No rate increase in FY89 would be necessary had there
been nc penalty forgiveness.

22. The tate increase should be made effective for meters
read on and aftveyr Uovshaor P LA,
23

3. Tho swsos cne Aetermined that: aY a CGPA Tuato
increass in Y onable; b)) a rate increase would
not have basgn n .2 et are been no penalty forgiveness;
and c) a substantial! oveaticn ovists as to the legality of the
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venailty forgivuness whvloh merits an lsmediasye Jommission
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investiganion. ‘oo the event the Commission zhould find ogo s
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result of Lun lnvestigation that the penaity fb‘ulfﬁnu;s Wi !

violation of law or GPA's bond covenants, and in the event thm
Government <I Suam, purszuant to legislation or otherwiss,
executes & promissory note by which it promises to repay to GPA
the 35%,8385,037.400 in forgiven penalties under repayment terms
which require monthly payments of at least $250,000.00, then upon
the occcurrence 2f said ewvents, the rate increase should
automatically abate. However, any such abatement should not
affect in any manner the other orders made herein.

II1
ORDERS

In furtherance of our 23 determinations as set forth above,
and in the exercise of our judgment after considering the reccrd
and the arguments, reasoning and statement o0f position of the
parties, and for good cause shown, the Public Utilities
Commission of Guam hereby orders that:

1. All rulings and orders of ALJ during the course of this
proceeding are confirmed and ratified. All motions not
heretcfore granted or denied are denied. No other matters

reguire discussion.

2. GPA shall make no payments to the U.S. Navy and will
vigorously contest, in all available forums, the Navy's claim
against GPA for power pool charges related to the PCB spill which
occurred at the Navy operated Piti power plant in May, 1987. GPA
shall keep the Commission regularly informed as to its actions
pursuant to this order. GPA's FYB8 financial statement shall
defer any potential income statament impact of the PCB issue. In
the event that GPA is ultimately found liable for some portion of

the PCB expenses, the Commigsion will recognize any such
resulting expense in determining GPA's revenue requirements and
shall orcder an amortization of any such determined liebility over

a five vear period.

3. GPA shall publicly brief the Commission on operations

and future plans on a quarterly basis beginning with the gquarter
ended June 30, 1988.

4. GPA shall publicly brief the Commissiin at i-s request
cn GPA's FY89 budget no later than 30 days afier the budget is
approved by the GPA board of directors. '

Bpril L, 1989, orA she'l files wiltn the

b

pim&&ﬂi&i resulis for the 500 wliauiis oo ook
& proijection ©f operatin. resulis Ior the
September 30, 1985 and F bruary 28, 1480;
pancerning the fuel ac ustment ¢’ause




including but ot limiucd ©o the following: (i) the magnitude of
any over/under racovery: (1i; discussion of patential changes in
the clause for the urncses of achieving a leavelized cozo

recovery and discussicn of a "true up" procedure; {(iii)
recommended accounting procedures:; and (iv) suggested variance
limits on estimated fuel costs.

6. GPA shall within 120 days of this decision prepare and
present to the Commission a comprehensive plan for addressing its
total unfunded pension liability and the collection of Navy
contributions for that liability under the power pcol agreement.

7. GPA shall, commencing in FY89 and until further order
from -this Commission, deposit revenues sufficient to cover its
unfunded pensicn liability into a restricted interest bearing
escrow account with a Federally insured depository. GPA shall

annually report on the status of this account pursuant to 12 GCa
§12007. :

8. GPA shall neither expend nor incur &n obligatilon to
expend 1in excess of $10,500,000.00 for capital improvement
projects in FY83.  Any excess revenues in FY89 shall be depositecd
into an interest bearing restricted account with a Federally
insured depository which shall be reserved for GPA's future
generating reqguirements. GPA shall annually report on the status
of this account pursuant to 12 GCA §12007.

g. The briefings and reports reguired by paragraphs 3, 4,
5 and 6 of this order are for the Commission's information and
shall not bind the Commission to take any course of action. The
fact that the Commissicon does not take any action with regard to
the subject matter of any such briefing or report shall not be
construed as an approval of the matters presented.

10. GPA shall not implement any non-fuel base rate increase
prior to August 1}, 1%3% =sucept as any such increase may be
approved by the Commission in accordance with P.L. 17-74 and
warranted dus a:

a) meeting any commitments required by GPA financing
agreements;

b) emerger.~y or extraordinary circumstances;

c) iaplemantation of the GPA-Navy customer-service

agreement;

fvements, 1if any, for additional
azproval: and

o4d) £ona
genaration after

% Crghslarive ezvion affecting GPA's operating
costs.



11.
and after

For all

A

1)
2)
3)
4)
5)
6)
7)
8)
9)
10)

11)

FAREY
Octa!l

ula.g..-.r‘}r;' tlAA-O_;:?

JI)w

o lnoyeass Lhiall be gffeoctive for msters read on
oy 1, 1388 and shall be implemented for the first
mhee foliowing hilling format:

COMPONENT

‘'on fuel rsvenue at tariff rate

Base fuel charge

Total revenue before rollbacks

Less rate rollback of 4.2% {(Line 3 x 4.2%)
Revenue adiusted for rate rollback of 4.2%
Less rate rollback at 4.8% {Line 5 x 4.8%)
Revenue adjusted for rate rollback of 4.8%
Plus rate increase of 3.670% {Line 7 x 3.670%)
Revenue adjusted for rate increase
Plus/minus fuel adjustment

Net revenue

subsequent billings the rate increase shall
implemented through the following billing format:

COMPONENT
Non fuel revenue
Fuel rswvenu=z {at 5.55¢ per KWH)

Tatal ‘zum of Lines 1 and 2)

be

Less rate adjustment of 5.4434% (5.4434% x Line 3)

Less fuel adjustment

Net revenue

12. The Commissicon shall forthwith, on its own motion,
investigate GPA's forq*veness in March, 1987 of $5,885,037.0C in
penalties which wai.: 22 + upon the Government pursuant to JFA
Tarvriff Schadule . rvent the Commission shall find a: a
result of its ir« shnt the penalty forgiveness was in
viplation of law S hong covenants, and in the event The
Government of Guan, pursuvant O legislation or otherwi se,
executes a promissory note by which it promises to repay to 'PA



the §3,885,037.00 in fcorgiven pasnalties under repayment terns
which require monthly paveents of at least $250,000.00, then upon
the cccurrence of said events, the rate increase ordered herein
shall automatizally abate. However, any such abatement shall not
a2ffect in any monner the other orders made herein.

|
t

13. GPA shall pay for the Commission's expenses including,
without limitaticon, consulting and counsel fees and expenses and
the expenses of conducting and transcribing hearing proceedings.

Entered this ;¢ day of /?Uqbg;/éi , 1988.
[

JOSEPH T. DUENAS

S U S hos

SIMON A. SANCHEEZ, 1I _/

— 2|7
T CE M. BROOKS
"o Tulir

ROSE ENDO
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COMMENTS OM BILL NO, 985 {L3]

This is an Act to appropriate the sum of $5,876,227.00 from the General
Fund to the Guam Power Authority for the purpose of paying-off the
penalties resulting from the unpaid power bills owed by the Government of

Guam.

The original amount owed by the Government of Guam to GPA was
$13,124,342, which represents penaities and unpaid power bills incurred by

government agencies, including the autonomous ones.

Public Law 18-48, Section 21 appropriated the zbove amount fiom the

General Fund for the purpose of liquidating the above amount.

Public Law 15-10, Section 16, amended the above public law reducing the
amount of appropriation to‘$8,257,HS or a reduction of $4,867,227. This

implies, therefore, that this was the amount forgiven.

This bill {985) which sppropriates the sum of $5,867,227 to pay GPA is

$1,000,000 more than whal was previously forgiven.

Attached are copies of the above mentioned pub ic laws,

| -
Vi

¥

PBFLORES ¢t

i

______
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Introduced by:

.

POACT TO APPRCPRIATE T FTVE O MILL
TUNLEEZD SIXTY-SIZVEIN THC HUNLCREZD T
TCLLARS ($5,867,227.20) FROM THE GELERAL U
SUAM O POWER AUTHCRITY FOR THE PURFCSES CF w4
SEVALTIES RESULTING FRCM UNFAID PLUER 3ILL3
GOVERNMINT CF GUAM.

che Governnent o0f{ Cuam owed ¢
amount of THIRTEZN MILLION, CH
FUNMDREID FORTY TWO DOLLARS (S
WO HUNDRED FITTY SEVEN THCUSAU

- i v

e ectriz services and FIVE %ILLIOA EIGHT HCNUIRED !
STVIN THCZUSAND CONE HUNDRED FIFTEEIN DOLLARS ($35,3847,.1%) by
zenaltles, and

CHIRIAS, the Board cf Directors of the Guam Power Autncrity
2lected vz forgive the penalty dezt of $8,387,115 with the
cromise that by dolng sc they will not request for a raze
ircrease, and

S, the Guam Power Authority on February 23, 1813
e increase of abou%t 12.5 percent with the Guanm T
ommissicn, and

WHEIRIAS, the Guan Power Authority have indicated that the
reed for the ra%te increase is tc perform capltal improvement

orojects necessary to maintain reliable power, and

wnereas, The Guam Power Autherity has indicated
walwving of penalties by Guanm Power Authority is now
Juanm fewer Authority.
WHEIREAS, oy collecting the penal~i_, cwed by :
cI Guam, the Guam Power Autheority wii' have suffici -
furd the reeded capital improvemen: projects maxxng
increase unnecessary; ncw, therefore
BE iT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUaM:
facticr L. Tha Suam Leglislature recognizes the dekt nv the

Sovernment o2 Suan 2s a legitimate debt of the governmenc.

2. The sum of FIVE MILLION EIGHT HUNDREZID i)

T TwWO HUNTCRED TWENTY SEVEN COLLARS (35,337, Cols
criated Irom the General Fund o the Guanm ?

;:y the gutstanding renalty debt.

To the Cuan |
D FIFTY THCUSAND ZC
has be>xn Zlguo:

gt
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EIGHTEENTH GUAM LEGISLATURE o
1986 (SECOND) Regular Session . i
-
CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR = &
This is to certify that Substitute Bill No. 426 (LS), "AN ACT TO ADD A &
NEW CHAPTER “VII TO TITLE XXVIl OF THE GOVERNMENT. CODE

RELATIVE TO ESTABLISHING A TOURIST INDUSTRY JOB CORPS AND FOR =3
OTHER PURPOSES," was on ‘the 30th day of Decembcr, 198_8, duly and -

regularly passed. . | -
Aee $ M om oot MM M _ a |
leo 6. 555,730 -, 5749 47388087007 7‘, A

e
F
-y
.“t.

Aﬁo [7- 10,800 — 5/804725/0 y/-'-o/{ /% }aﬂ fw,rf___l__:_;,_é____,..':‘_-

Attested:

Jee 2y /3, 14 342 _ 510047996 7¢T08d - Preer b-d77,/&£
- 7’7 ﬁc o ST e

Senator and Leglslatwe Secretary :

e 22 . 20,0%0-- ST60 AT 19IIAVE0E MMA/M,M*

feo 3 4000 = 5190075020 CLo)§ fui {orie Wm A
This Act was received by the Governor this _35/™ day of Doccmbcr,.am g,wf

1986 at I o Ociocklpm
L 16 Ig)ovo - 510067 08LOLPI0L - Pisras fa;;
] au«c-./ Lt

b 26 2500 _simARgercrog— [

Issﬁw{ b f‘tmfc'?&? et 5

) Govornor‘l Gtﬁca

Elane

Govemor of Jusm A J S R
’ R . ’» ~ '.\.‘t:i'-'-"-’%“?‘ : f‘ O ‘ 3 ‘:. f“}’iﬁ‘ \ ‘\ . o ‘ : > \' II"‘:?‘
Date: )g»“-""“‘"'“ Ny ite s, M2 TONT
T ( \ o pa'ee oo T

Public Law Mo, l8-48 P c Py
L me————— - Lo ’S . RS A
\/} ' T
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10
11
12
13
14
15

“and interest in excess of twelve percent (THER

s

Section shsall, following
the Commissicner of Agana Heights.

Section 15, A new 10 GCA §12231 is added to read:

"512231. Goed raith lmmunity, No member of the Commission aon
Licensure to practice the healing arts, the Guem Board of Medical
Examiners, the Guam Board of Nurse Examiners, the Guam Board of
Examiners for Optomeiry or the Guam Board of Examiners for Pharmacy
shall be lable in any civil action for damages for any act doneg or
omitted in good faith in performing the functions of his office."”

Section 20. The Governor of Guam is authorized to convey: Lot No.
2417-1-5, Mengilac, Murnicipality of Barngada, Guam, contmnmg an area of
7,687 Square F et to George Q. Acfalle and Jeonalina Acfalle for fair market
vaiue. S/60479967 CTOOL ~ %70

Section 21 {a) The sum of Thirteen Hundred
Twenty-four Thcuisand Three Hundred Forty-two Daﬁf&m (g
appropriated from the Ganeral Fund to the

i5i for the
purpose . of liqu dating metered EEIMSS ™ incurred by
government of Guim line egencies and autonomous agencles, for the periods'
ending up through Septembsr 30, 18€¢. /

(b) The Guszi Power Auihority is prohibited f{rom charging penalties

(¢} No money azuirarized to be spent pursuant to this Section shall be

enoumbdredl B gy Vsl L 0EY { : $
(d) The Bureasu o Budgei and Management Research anag Y;hr?g

Committee of *he

Gusm Legislature with overgight of the G 28m

-Power Authority ::imﬁim:m’*;_ co:;duct an invnatigauon ‘to. determine the

manner in whieh the necessity for making the appmprsation contained in
S

n oecurred. S I AP ST Afagr

9 ».@ s ‘;"‘;; f lf&{? ﬂ‘wv L

$.  The suwn’ ¢l *S‘we ty - Thouwad Dollere

oty the

Subsection fg) of thix 3

Section ¥
Cap@rapridied foaae 8

Tean for the conusl v

Dphoay sind vevitw b
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19
11
12
13
14
15
16
17
18
19
20

(g% D
L]

L)

[ BT A% L8V} (3] "o
(V] (6« -3 s it e (9%

to

P o s . N i Y an - P N s LN e e e A e e o
M rapdap gt wwhand  REQR TEmI 43 ity Saiurtac en

tars, sevenus agents, vewatiuae silicers

ana relstes aafiwars, o purchsse necsssary office urniiure and 1o
reimburse local travel. 57004 ‘?z?;?’? 7 o007 .

Section 3. "i‘ha Sum Six Millon Four Hundred Ctightzen
Thousand Five Hundred Dollars ($6,418,500) is appropriated {rcm the
General Fund to the Government of Guam Retirement Fund to provid
for the continuaed implementation of the Ore Hundred Dollar 13100
annuity benefits, the Seven Hundred Dollar (3$5700) supplemental
annuity benefits, the Eight Hundred Thirty Eight Dollar ($838) ~rnuity
benefits, the Governor's and Lt. Governor's pensions, and retirees’
group insurance f;?iu;n%df'fj 22 C 7 00 |

Sectionn 14. he sum Jf One Milllon One Hundred Fifty MNine
Thousand Three Hundred Seventv Three Dollsrs (31,159,373) is
approprinted from the General Fund to the Government of Cuarm
Retirement Furd f{or the purpose of furding in a lump sum a Four
Hundred Nineteen Dollar (%419) Cost of Living Aliowence or
government of Guam mﬂrées&é heir su vivors for Fiscal Year 1528,

Section 18. ]Dﬁﬂ'g sum of i:ty ‘I ousgr?dt'ﬁoﬂgrs (350,000) is
appropriated from the GCeneral Fund to psay Four Hundresd Nineteen
Dollars ($419) Cost of Living Allowance tc each eligible classifizd
government of Cuam empleyes, cther than those classified 2mplovess
aiready covered in the Territorial agency budgets of this Act. The
cppranmeton i this.  section  shell include wpplicable  benefits in

(3419 CCLA psid 0
ssch empleves, Payoents shsall ba made pro rats in the bdi-weskiy

ivg
addition to the our Hundred Nineteen Dollars

compensation of the gwmplovess,

~

Section 18, Subsecotion (&) of Section 21 of P. L. "8-48------- s

,_4
(&)
L 23
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1987 (FIRBET) Re:ru..u Cesninn

CFE1IFICATION GF PASSAGE CF AN ACT 70 TFEZ GOVIR O

This i3 to certify that Substitute Bill No. 61l (I.S)., "AN ACT AR
AFPRUPRIATIONS FOR THE OPERATIONS OF THE ZXECUT!VE A"
JUDICIAL BRANCHES OF THE CCVERNMENT CT GCUALN AND THE oL
VISITUPS BUREAU rOP FISCAL YEAPR ENDING SEP"E.EER 25, Lo
FCR OTHER PURPGSES,” weas on the 10th day of lovemter, 13a7, Ju.y
regularly passed.

-

Spesaker
Attested:

® = m e = w e e w om e e = o e e = = =

Ths -\it was received by the Governor this /e* day of Noven
o'clock ﬁm
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TITTEER P RER Tlu #deompeio
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"Four Hundred Thirtv Fight Dollars (

is am@né:d tg vread: 5/00C7 Doy ~AD 003
“(g) The sum of Eight Milion Two Hundred Fifty-zeven

Thousand One Hundred Fifteen Dollarg (3$8,257,115) is appropriated
trom the General Fund to the Guam Power Authority for the
purpose of liquidating meter billings and pensalties incurred by
government of Guam line agencies and autonomous agencies, for
the periods end up through September 30, 1986; except, of this
appropriation, Two Milion Two Hundred Four Thousand Three
Hundred Fifteen Dolars ($2,204,315) may be used for the purpcse
of liquidating penalties incurred by the government of Guam up

untll March 31, 1987/(’7'0 2%206M 00}_ /’W
Section 17. The sum of One Hundred Thousand

4

s appropriated from the
Cenerul Fund to the Department of Mental Health and Substance Abuse
to fund the operetion of the Gume Manhoben Program for Fiscal Year

.D Sk /"ZVLA

1988, S70048 ?qéocro/,sz#alowo/yl ‘?.Z Y T
Section 18. The sum of Wm—g:&n M

appropriated from the General Fund to the tlospital Operations Fund to
tur.d the Guam Memorial tospital Authority's Fiscal Year 1988 operating

budget.
DSection 19. The sum of Two Hundred Thirty Thoussnc Lollars
(2464089 is apprepristed from the Ceneral Fund to the Deparimert of

Land Management for the purpose of microfilming land records,
registration., ®mopping . and surveving of unsurveyed government land,

!
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ActIWg TWenera)l Hanager
Guam Power Authoricy

John M, NDenavente
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r.0, Box 2977 A .

Agand, Gugm §6510-2977 - SSRGS
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Near Mr, Bonaventeg -

revicw
Tovernitent of Guam
Tv"

-

Thank you for your letrer of March
the twe promiszory notes signed
payment of delingquent accounts,

31 asking for our
By tho

The overdue accounts nf the Government of Guam have beon~9£ gru

concern to us, and we are pleased that Governor Ada hag ‘zig
the promissory notea obligating the Government of Guam to-payn
of the agreed-upon amounts, We have reviewed the notes in-
contaxt of compliance wilth the Second Reflnancing Agreement
1984 between the Depacttment of the Interlor and ths Guam Pol
Authorlty and €ind them to be acoaptable,
be no violation of the covenants. We would, howavar,
from you, in writing, an analysis over the 1lfs of the promiss
notes of your ability to meet the covenant requlczing a 95 pore

OTHY
Hl?(ﬁ¥3

Tt appears there whif"
regug,

collection rate for any threa consecutivz months. We would a
request that you notify uwus if any of the =vents of defla
described in the promissory notes should occur.,
We expect that sl covensnta contalined in the Second Refinanci
hgreement will be strictly followed, Our concurrence with
agraemsnt ynu have yrached wikth the Goverament of Guam {3 not
be construed &8s 8 waiver or modiZicactlon ol any lwirwns conoai
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Y GlUAN POWER AUTHORITY
-!ij?ﬁfda PO A dHi T, mdabi, Bldke, UBA 383102477
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Bpril 21, 1987

Mr. Richard Montoya

Agslistant Secraetary

U,%, Departmant of i1ALariar

£ 5t. Betwaan 18%h &nd 19th Sts,
Wrehlngteon, N.0C. 7n7&N0

RE: COMPLIANCE WITH SRA COLLECTION CUVENANT CPARA &(d9)
Dear Mr, Montoya!
'Im response to your Aprll 20, 1887 laetter regarding

compl lance Witk the collecclion covennnus uf vhe Syuond
Ketiareing Agreement, wrA's ctollection ratio of 3% wiid

notu
bo sversely sffected by GOVGUAM's rapayment tarms, Thia 14
besee on sules rovenuey of the SUrrtent porlod Jdivided twuets the
CUTrrent nerlod coliecllons., Thaerelfurw, fulure gty

collecrlen ratlios will rnot be sffecled.

Thamk you for your gssistance.,

Slncerely,

JOHESM. BENAVENTE

ACT ING GENEMAL MANAGER
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September 14, 1988

The tHonerable Elizabeth Barrett Anderson
Attorney General of Guam

Government of Guam

Agana, Guam

Dear iz,

Recent media releases on a subject of controversy between the Public Utilities
commission and GPA prompts me to seek vour legal opinion on a matter that is 17 months
old but which is of vitai importance te this community in that the matter will determine
whether power rates are increased ~»nr ‘ictober 71, 1988. In summarized form the following
will serve as historical background:

1. Between 1985 and December 19 :€ the Government of Cuam accumulated overdue
power billings and penalties totalling in e cess of $13 Million.

2. In December of 1986, througn :he urgings of the GPA Board Chairman, the
Guam Legislature passed a bill appropriz:ing the total amount of billings and penalty,
thus creating the fund for the liquidaton of such debts of the government. That
legislation eventually became Public Law "3-48.

3. Between Jan. 1987 and March 1987, the new Administration, in an effort to
straigthen out its financial posture, negotiz ed an agreement with GPA for the payment,
through promissory note of a portion of that debt while GPA agreed to forgive th
remainder of the debt consisting of penalties on npaid power billings.

4, Between Jan, 1987 and March 1987, CPA (1d Covernor Joseph Ada negotiatred
an agreement through and oy whion ne Covernmer: of Guam would pay a gortion of
the billings and penaities while TFA would forege and forgive a substantial pertion
of the penalties. All totalled, GPA forgave approximately $5.8 Million in penaities
while Governor Ada agreed o pavy on a montily basis the difference between the forgiven
amount and the totai biliings plus penalties. These agreements and subsequent promissory
notes signed by Governor Ada were consummated despite the existence and enactment
of Public LLaw 18-48 containing the appropriations for the total debt.

Aty guestions andg reguest, then, Jad in consideration of the aforementioned, are:
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of such promissory notef




2. Does the Cuam Power Authority have the legal authority to grant a "lean”
from its revenus sources and funds absent specific statutory autharization for the granting
and acceptance of such note and zbsent any debt service funding source specifically
identified by statute!?

3. Does the Governor of Guam have the legal authority to bind the Guam

Legisiature, through a promissory note, to future appropriations absent specific statutory
authorization to such effect?

4. Does the Guam Power Authority have the legal authority to grant and accept
a promissory note or loan absent any specific security or collateral which would act
as protection for such promissory note? [f the Guam Legislature cannot be bound to
appropriate for the promissery note than such note must be considered as unsecured.

Because your znswers 1o these questions will be crucial in deliberations on a bill
which calls for the appropriation of funds to pay to GPA those penalties which the
Authority unilaterally elected to forgive, the legal opinion herein requested is of vital
importance, Your expediticus handling of this matter wouid be greatly appreciated
as the issue of the 53.8 Miltion in penalties will be discussed at the next session of the
Cuam Legisiature.

cc: Governor of CGuam
Public Utilities Commission
Guam Power Authority
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Lo box 7HheY, Tamuning,
Guonm, VSA, 96910
U6 GLG-BG3Y2
gl Hewsroone,
Re- 204 2y Pore ol hignk,
Approprial ing S%.7 i itiion
to offscet GovCuam penalties Sep 19, 19y

Thiz igs to advise hat vour respondent is lLesiie 4. laummis; ohaol
he 1s a seonior citizaen who resides at Cuma Traniciiidqdab, o CHURS wub-
division rocated oo Sere Vitorres Rd oin Tumorn.

T 3AS I C L S0k

The lis3sds iz simpgle but tne implications are pervasive and ooan
effect many of Cuam’'s population. As a «teneral rule personal and
corperate linancial statements are requirea Lo arrive  at logicol
conclusions on =2ny subject. This is trus whether th2 supiecl councerns
rate Increases, rate  rvolli-backs, assessment of nenaities, or rolil-
back of penoltl=s.

One wvery imporuvant item in such statements @350 "CO8SE ON O HANDT,
or "CASH LONCE TORVARDY . Usually such an mporvant eniry s inc. uded
in a4 breax-down of CCURRENT ASSETS", buf its always there. ﬁﬁ eyl

T hold aiouft the latest PUAG financial statement.  The Y
[tem under Currenlt Assets is "CASH ON HAND AND IN SANKSY

have <show: v their statement and 16 teo shows  70ASH ON O HANDY

-

the very {lrst ivem, under current sssers,

:l

g inlformations is reguired of those agpiving tor vulblic housing
ton &, ana thinose applying for roodstamps.  2hotocopy vroof
and independent veritication are also reguired. low P?sc CHIN DUD ;Lo
agencies cotormine the level of eilg10~'ét}:

bt
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und; sSECi

e

Whny  shouvid the GPA he given favorable Lreatment -n osnv suniect
when they operate wilth sub-standard ac¢wcunrﬁxéq O rest why o shourd

the ruiles b difierent for $PA f

than tor ciher Guidiny  companios?

I huve anopast ﬂ‘.”i"'LES ct*diieng«sd Vhe  Ipspecior Conera o vthe Gusr
Ohamber of Commerce, the Public Utility Commissiaon, o od thoe Ora RBooard

Of Directurs on this sub m«,L to no avali.s Thoe PUC Wvla s vbs heaot ings.
thav just =it there. thew listen, but fnoy Son & oS0 300 quest Tons.
The membors  of  the vUC,  with acesass Lo poiva © anlo oat ton simply

fgnore thegse who test ity petore i¢.

Wihen 0 oshowed Sen Parkinson thal TCashoon g’ o wam o oxioLont,
S WS dppalw g graey Tlash runas 1iont U e oy mpaee
R S o ) T e o o
sraL’W'nts croduced bﬁ SSen Loy Cashy o Hhand S
SLi1i buried in uba staﬁémentS“
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Appiyang noToase in retes or ol
VOl Wi LRl thos ameorbtant antr
from i S slatements, as o suwldi e

Yor ab o Least e oatd past. Your rosponannl o ndgs ooy
cr hearag of flinancizl =uatements which -mit this
eEntry. e lernged on this lssus Dy your

inag o Lf The Chamoer o1 Commer o,
rvo one-one raised hiz hand  un
o Hand” From Chelr finareia: s

: sitated Then, and gdeciares suain Lodgay,
ilanacae Sheets” or annual statements '
omit are paxically defective, thaco ;
mencs ¢ e usad in oan applicatior for
increase in rates. Would vour panker approve  oan:

» -

o g 5. R ' [ B
a statement. Sosoidnaly not) You don't welleve v

that

voen  Such neorTant ltem is omitrvred from a
statement oo Sngiong Lo wonder. Whialb are  Loey
theretnsre s noli (oo niae, why was iU omibted?”

Yihen thils iqamie was first raised several weeks gos wroar
responagent wens e Lie Inspector Gencral s o oftioe ana poke
to the direcis ' lenty . (v Whienh askea it
heard of &3 Financiar statement which omiltted
o e Barancs Jooware’, he replied "Never”
neard of such o stacement. When asked if he knew

eral reTsuilaticon. whiich wouald permit the omissi oY syt
an enory, he cosiiod s T D e hge pgever heard oo
1o for power anrda Light oars wio-

Tech may e subjech Lo proporiionale
CuLs Liowance,  The <ame may also be
Y NOUS i Ng. casc bty oor

L rease In ;
: . L. 3. T d iy . dUEN
wooof ZGuam’'s S fortunate fan-

aovernment. Lhomae |l ves .

. Lo farnish sove npent
CER el o dinpd” dntormation S dotermine

ol iy Uhal guoarnmoni cnjong §os
) v : A0 cpplying for iocressod poioes
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Now., as for this aurren: prorousec i, ¥We fecl tral the S% =il -
bhack 1in power races shon 4 o omade nn Lhe bhasis thal Lhae P4 %n-ua!
Stalement is sub-standard, Sofeolive, 1 Lhat 1t nmits "CASH O YAxD"
or "Cash Balance jorward”: Lhat the sublerct should not be t1:hh0~
digscussed until GPA issww ity annual skatement. as of Sep 30, 1763,
just two weeks nence. that at Lhat time (L may be recensidered prov-
ided that GPA corracts itne scoounting daficiencies referred o abowus.

AS tor the proposed appropriation of $5.7 million {rom the Genecal
_Iund Lo compensate GPA for penalties previosuly forgiven, 1 suggest
we "Let sieceping dogs :.e”. [et's not compound the problem. lt's
already complicated enough. 1f the Navy owes $3 miliion for past
power bills and refuses Lo pay, “Cut them off”! ' However, let’'s be
fair abou“ it. Charge invirest, 3s with GovBuam, but don’'t expect
‘them to pay penalties. After all. this is but a small island and
we must live togother in peace.

I would like to ses GPA accumulate capital for a new pover plant,
so that we mav eventualiv frec ourselves from the Navy Power Pool
\greement From versonai experience 1 know that where power 1s con-
cerned you should hive 2 “00% backup facility. Bul raising the capital
for such a "back-v o, faciiity should be done in public view, legally
throudah an approved: pian. approved by the Board of Uirectors. not
through deceptive acQonnL_ng procedures. G

I believe that CP; Acccunting iz verhaps hopelessly muddled; that
a separate Holding Cempany should be created for holding Plant and
Transmission Lines; aid yeased to GPA for Maintenance & Operations!
The Hoidinag Company W(I]u be more creditworthy, 1ts accounting =iapler
permitting additional’ ¥lant & Transmission Lines to be funded 1in
the future. AR :

Thank +ou for listen.nyg Lo our tastimony. : tesliie V. lommis
e ; . ~T%
}"‘;‘ ."_‘ .’ an” f /UWJ s
o7 ) Lt 5 ]
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NINETEENTH GUAM LEGISLATURE
1988 (SECOND) Regualar Session

Bill No. “ZBﬁ (C0ﬁ€>

Introduced by:

PURPOSE OF FUNDING A FOUR HUNRRED N
DOLLARS ($419.00) LUMP SUM COS
ALLOWANCE FOR GOVERNMENT OF G

SURVIVORS FOR FISCAL YEAR 1989 Y. .

ey
BE IT ENACTED BY THE PEOPLE OF THEAENRI
GUAM:

Section 1. The sum of One Million One Hundred Sixteen

ORY OF

Thousand, Six Hundred Thirty-Five Dollars ($1,116,635.00) is
appropriated from the General Fund to the Government of Guam
Retirement Fund for the purpose of funding a Four Hundred
Nineteen Dollars ($419.00) lump sum Cost of Living Allowance
for Government of Guam Retirees or their Survivors for

Fiscal Year 1989 only.
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