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As management of Guam Waterworks Authority (GWA), we offer readers of GWA’s financial
statements this narrative overview and analysis for the fiscal year ended September 30, 2009. We
encourage readers to consider the information presented here and in our basic financial statements,
which begin on page 7.
Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to GWA’s basic financial statements.
GWA’s basic financial statements are for a single proprietary fund and include the financial statements,
notes to those financial statements and other supplementary and statistical information.
Proprietary Fund Financial Statements
GWA’s operations are accounted for as a single proprietary fund using the full accrual basis of
accounting. In this regard, GWA operations are accounted for in a manner similar to a private
enterprise. Within this one proprietary fund, GWA segregates revenues and expenses for various
purposes such as operations, debt service and capital improvements, but that segregation does not create
separate proprietary funds.
Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in
the financial statements. The notes to the financial statements can be found beginning on page 12 of this
report.
Prior Year Restatement
The restatement pertains to the redesignation of the Government of Guam Defined Benefit (DB) Pension
Plan by GovGuam’s Department of Administration from a single-employer plan to a cost-sharing
multiple-employer plan. Please refer to note 16 of the accompanying financial statements for additional
details concerning information on this restatement.
Other Information
In addition to the basic financial statements and accompanying notes, this report also presents
supplementary and statistical information. Certain selected supplementary and statistical information
can be found beginning on page 31 of this report.
Financial Highlights
x Total assets of GWA exceeded total liabilities at the close of the fiscal year by $198.2 million (net
assets).
x The change in net assets was $2.1 million more than (or a 500% increase) the net change in fiscal
year 2008.
x The total net assets of GWA increased by $1.7 million during fiscal year 2009.
x Operating revenues increased by $2.9 million as compared to fiscal year 2008.
x Net capital assets at September 30, 2009 increased by $11.6 million as compared to the net balance
at September 30, 2008.
x The cash collection ratio at year-end September 30, 2009 was 97%. However, as of year-to-date
February 2010 the cash collection ratio is 104%. This is attributable to improved collection activity
of about $4.3 million.
1

GUAM WATERWORKS AUTHORITY
(A Component Unit of the Government of Guam)
Management’s Discussion and Analysis
September 30, 2009 and 2008
x
x

Operating and maintenance expenses increased by $2.9 million as compared to fiscal year 2008.
GWA experienced an operating loss of $2.38 million for the fiscal year ended September 30, 2009 as
compared to prior year’s operating loss of $2.34 million, an increase of 1.4%.

Financial Condition
GWA’s total net assets increased by $1.7 million during the fiscal year (see Table 1 below) due to
increases in current assets and property, plant and equipment.
The decrease in long-term liabilities of $4.9 million (see Table 1 below) is due to payment of debt
service and surcharges.
GWA’s investment in capital assets net, of related debt, represents 103% of total net assets. The amount
invested in capital assets, net of related debt, decreased by $1.4 million. The decrease was the result of
capital acquisitions, net of depreciation and disposals, and 2005 revenue bonds used in fiscal year 2009
to acquire capital assets.
Table 1
Summary Statement of Net Assets
September 30,
2009
Current Assets
Property, plant and equipment, net
Other non-current assets
Total assets
Current liabilities

$

19,415,679
279,320,424

$

2009 to 2008 Comparison
Increase/
%

September 30,
2008
(As Restated)

September 30,
2007
(As Restated)

15,892,616

$ 17,483,822

3,523,063

22.17%

267,744,474

254,399,284

11,575,950

4.32%
(36.16)%

(Decrease)
$

27,660,979

43,331,071

61,688,758

(15,670,092)

326,397,082

326,968,161

333,571,864

(571,079)

Change

23,002,040

20,314,496

21,165,672

2,687,544

13.23%

Long-term liabilities

105,207,238

110,137,437

115,467,212

(4,930,199)

(4.47)%

Total liabilities

128,209,278

130,451,933

136,632,884

(2,242,655)

204,555,089

205,990,597

210,517,277

(1,435,508)

5,555,634

5,353,816

6,596,293

Net Assets:
Invested in capital assets,
net of related debt
Restricted
Unrestricted
Total net assets
Total Liabilities & Net Assets

3.76%
19.59%

(11,922,919)

(14,828,185)

(20,174,590)

2,905,266

198,187,804

196,516,228

196,938,980

1,671,576

$ 326,397,082

$ 326,968,161

$ 333,571,864

$

(0.70)%

201,818

(571,079)

Total operating revenues of $55.3 million increased by $2.9 million for the current year and operating
and maintenance expenses of $57.6 million increased by $2.9 million, resulting in an increase in net
operating loss of $33K when compared to the prior year (see Table 2).
The major changes in operating results from the prior year were as follows:
x

Water and wastewater revenues increased by $1.1 million over the prior fiscal year (see Table 3
below) due to the increase in consumption in federal customers (9.19% and 57.29%, respectively)
and a slight increase in the number of residential customers (1%). The basic water and sewer
charges are assessed monthly on residential customers without regard to consumption.
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x

Operating expenses increased by $2.9 million due to the increase in electricity of $339k, water of
$754k, personnel costs of $585k, and administrative and general expense of $1.08 million.

Table 2
Results of Operations/Statement of Revenues, Expenses and Changes in Net Assets
September 30,

September 30,
2008
(As Restated)

2009
Revenues:
Water
Wastewater
Other
Bad debt

$

33,580,185
19,665,976
971,502
1,034,609

$

35,139,785
17,015,790
990,752
(803,609)

September 30,
2007
(As Restated)
$

31,705,832
15,336,312
653,098
(832,515)

2009 to 2008 Comparison
Increase/
%
(Decrease)
$ (1,559,600)
2,650,186
(19,250)
1,838,218

Total operating revenue

55,252,272

52,342,718

46,862,727

2,909,554

Expenses:
Power purchases
Water purchases
Salaries, wages and benefits
Depreciation
Administrative and general
Contractual
Retiree healthcare costs and
other benefits

14,971,119
5,167,856
15,870,652
10,952,902
5,267,571
3,969,699

14,631,816
4,413,377
15,286,063
10,677,756
4,184,736
3,874,734

11,914,539
2,820,954
13,424,470
9,748,542
5,162,451
4,141,397

339,303
754,479
584,589
275,146
1,082,835
94,965

Total operating expenses

1,428,843

1,617,355

888,663

57,628,642

54,685,837

48,101,016

(188,512)

Net operating loss

(2,376,370)

(2,343,119)

(1,238,289)

(33,251)

3,260,545
(6,018,059)

4,775,151
(6,213,246)

4,663,991
(6,266,080)

(1,514,606)
195,187

Total non-operating revenues
(expenses), net

(2,757,514)

(1,438,095)

(1,602,089)

(1,319,419)

Loss before capital contributions
Capital contributions

(5,133,884)
6,805,460

(3,781,214)
3,358,462

(2,840,378)
1,656,861

(1,352,670)
3,446,998

(422,752)
196,938,980

(1,183,517)
198,122,497

2,094,328
(422,752)

Net assets - end of year

1,671,576
196,516,228
$ 198,187,804

$ 196,516,228

$ 196,938,980

(4.43)%
15.57%
(1.94)%
(228.75)%

2.32%
17.10%
3.82%
2.58%
25.88%
2.45%
(11.66)%

2,942,805

Non-operating revenues (expenses)
Less: interest expense

Change in net assets
Net assets - beginning year

Change

1.42%
(31.72)%
(3.14)%

35.77%
102.64%
(0.21)%

$ 1,671,576

Table 3
Annual Water Sales
Consumption (in gallons)
FY09
FY08

FY07

2009 to 2008 Comparison
Increase/
%
(Decrease)
Change

Class Type
Agricultural

67,641,218

88,298,615

145,494,530

(20,657,397)

(23.39)%

Golf Course

4,525,819

40,847,415

5,402,988

(36,321,596)

(88.92)%

Comm 1

650,218,654

887,714,701

803,352,321

(237,496,047)

(26.75)%

Comm 2

125,363,820

141,416,157

137,703,436

(16,052,337)

(11.35)%

Comm 3

137,199,237

137,264,829

152,347,968

(65,592)

(0.05)%

1,710,954

1,566,960

1,812,835

143,994

9.19%

Federal
Government

576,747,245

628,634,237

512,157,762

(51,886,992)

(8.25)%

Hotel

942,167,584

1,109,885,610

1,044,423,148

(167,718,026)

(15.11)%

Irrigation

19,366,154

31,351,242

44,185,455

(11,985,088)

(38.23)%

Residential

3,454,330,165

4,164,947,646

4,125,638,707

(710,617,481)

(17.06)%

TOTAL

5,979,270,850

7,231,927,412

6,972,519,150

(1,252,656,562)
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Table 3
Annual Wastewater Sales
Consumption (in gallons)
FY09
FY08

FY07

2009 to 2008 Comparison
Increase/
%
(Decrease)
Change

Class Type
Comm 1

453,512,395

567,057,156

485,604,500

(113,544,761)

(20.02)%

Comm 2

99,665,231

115,084,369

107,709,962

(15,419,138)

(13.40)%

Comm 3

106,359,139

108,820,482

119,756,129

Federal

842,251,855

535,475,180

448,487,502

306,776,675

57.29%

Government

325,607,979

336,707,520

345,772,026

(11,099,541)

(3.30)%

Hotel

598,080,599

604,089,902

666,743,562

(6,009,303)

(0.99)%

Residential

2,221,649,987

2,383,464,084

2,301,717,080

(161,814,097)

(6.79)%

TOTAL

4,647,127,185

4,650,698,693

4,475,790,761

(3,571,508)

(2,461,343)

(2.26)%

Capital Assets, Net of Accumulated Depreciation
GWA had $279.3 million (net of accumulated depreciation) invested in water utility capital assets as of
September 30, 2009. The investment in capital assets includes buildings, improvements, water treatment
plants, filter plants, water transmission and distribution mains, water storage facilities, reservoirs, pump
stations, machinery, equipment and land. This amount represents a net increase of $11.6 million over
the prior fiscal year. See note 3 to the accompanying financial statements for additional information
concerning capital assets.
Table 4
Capital Assets, Net of Accumulated Depreciation
September 30,
2009
Plant, buildings and equipment, net

$ 225,225,754

Construction in progress
Total

September 30,
2008
$ 228,257,361

September 30,
2007
$ 231,668,972

2009 to 2008 Comparison
Increase/
%
(Decrease)
Change
$ (3,031,607)

(1.33)%
36.99%

54,094,670

39,487,113

22,730,312

14,607,557

$ 279,320,424

$ 267,744,474

$ 254,399,284

$ 11,575,950

Table 5
Long Term Debt, Less Current Maturities
September 30,
2009
Long-term debt

September 30,
2007

2009 to 2008 Comparison
Increase/
%
(Decrease)
Change

98,412,694

$ 100,100,345

$ 102,204,246

$ (1,687,651)

(1.69)%

Guam Power Authority

1,143,949

2,834,193

5,230,111

(1,690,244)

(59.64)%

United States Navy

4,162,028

5,649,098

6,641,023

(1,487,070)

(26.32)%

$ 103,718,671

$ 108,583,636

$ 114,075,380

$ (4,864,965)

Total

$

September 30,
2008

As of September 30, 2009, GWA had total long-term debt outstanding of $103.7 million, net of
unamortized costs, which is a decrease of $4.9 million over the prior year. See note 5 to the
accompanying financial statements for additional information on long-term debt.
4

GUAM WATERWORKS AUTHORITY
(A Component Unit of the Government of Guam)
Management’s Discussion and Analysis
September 30, 2009 and 2008
GWA is required by bond covenants to maintain principal, interest, and reserve funds for the bond issue
outstanding. In addition, GWA is required to set rates and charges to yield revenues equal to at least
125% of the current annual debt service requirements of the outstanding 2005 revenue bonds. The
payments applied to the Guam Power Authority and United States Navy debts are derived from assessed
surcharges from current customers.
Management’s Discussion and Analysis for the years ended September 30, 2008 and 2007, is set forth in
GWA’s report on the audit of the financial statements, which is dated April 23, 2009, and that
Discussion and Analysis explains the major factors impacting the 2008 and 2007 financial statements
and can be viewed at the Office of Public Accountability – Guam’s website at www.guamopa.com.
Looking Forward
Outlook, Challenges, and Opportunities
Back in the black! For the first time in four (4) years, GWA closed on a positive note. Consecutive
months of positive earnings remain through the lst quarter of fiscal year 2010. This turn in performance
is notable when you take into account that, only three (3) years ago, GWA reported a net loss of
approximately $8 million.
Also, for the first time in its history, GWA developed a financial rate plan (the “Rate Plan”)
conceptualizing a roadmap to bring financial stability to GWA. It addresses certain investments in water
and wastewater infrastructure required by a 2003 stipulated order, funding for the 2005 CIP Master Plan
capital projects and meeting performance standards (operating ratios) imposed by bond covenants. The
plan also includes approximately $300 million in short and long-term debt in FY2010 and FY2012
grants and system development charges to finance capital projects and fully fund operating reserve
requirements for the 2005 $101 million Revenue bond. A series of rate increases equal to forty-one
percent (41%) will occur over the next 5 years, the first increase of which occurred in August 2009 at the
rate of 14% and thereafter on October 1 of each succeeding year culminating in 2013 with an 8%
increase.
GWA’s financial performance, however, continues to be the main focus. In October 2009 and
December 2009, rating agencies Fitch Rating and Moody’s Investor Services, respectively, released their
rating on GWA’s Water and Wastewater System 2005 Revenue bond and downgraded their outlook
from positive to stable. GWA’s historically weak marginal performance was cited as the main driver for
the downgrade. Other areas noted were poor collection, meter failures and inadequate rate recovery.
GWA has already begun to implement solutions to address the rating action. In addition to the five (5)
year rate plan mentioned above, in October 2009, a consultant was engaged to evaluate GWA’s meters
and meter reading technology. The consultant noted recommendations to improve the accuracy and
functionality of the meters. GWA implemented most, if not all, of the consultant’s recommendations
and data is showing stabilization in sales and consumption. In perspective, in June 2009, GWA’s
monthly water and wastewater revenue was approximately $3.7 million. In January 2010, sales were
reported at $5.6 million.
Another initiative underway toward recovery is GWA’s leak detection program. Major progress and
successes have been realized since its inception.
Three thousand four hundred ninety four (3,494)
major leak points have been identified, resulting in a water loss recovery rate of approximately 5 million
plus MGD. Approximately sixty percent (60%) of the leaks have been repaired. Currently under
consideration is turning this function over to a private contractor to accelerate the repairs.
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A management audit was recently completed in February 2010 by an independent contractor.
Organizational alignment, governance, financial planning, financial control and customer service, and
crew efficiency and safety were the major areas of focus. In addition to identifying major gaps in current
processes, practices and organizational structure, the audit identified initiatives in terms of benefits for
improving financial conditions, customer experience and service, and reducing costs. A roadmap for
implementing the recommendations and a timetable for implementation of the initiatives was also
included in the study.
In March 2010, a System Development Charge (SDC) will be implemented. The charge will be assessed
on new development and to expansions in existing buildings. The charges are payable up front at the
time of construction permitting. Certain qualified residential customers will be allowed to amortize the
charge over a specified period of time. A typical SDC for a residential connection is $5,600. The SDC’s
are a welcome relief to competing requests for our limited resources.
Rising energy prices and the cost of water purchases from the United States Navy will continue to plague
GWA.
Combined, they represent approximately one-third (1/3) of GWA’s operating costs and
regrettably; no relief in terms of lower costs is anticipated in the foreseeable future. Although efforts are
on-going to transfer GWA customers on Navy lines over to GWA to reduce the reliance on the United
States Navy as a source of supply, the tempo is stymied by financial constraints.
The anticipated military buildup continues to be a major point of disquietude. Although the official
timeframe reflects 2012-2014 time periods, much skepticism and contention remains over the level of
funding and assistance that the U.S. Department of Defense will make available to address the direct
impact of the military and its personnel and the offshoot activities associated with the buildup. Funding
solutions were not addressed in a draft environmental impact statement that was released in January
2010, another example of how distant both sides are on the subject.
Inevitably, rising costs, complying with the Clean Water Act and the Safe Drinking Water Act regulatory
requirements, pressure from raising rates and making much needed improvements to the System will
continue to be the state of affairs at GWA. Our ability to overcome these challenges will depend largely
on our success in managing our limited resources and improving operational efficiencies.
Request for Information
This financial report is to provide interested parties with a general overview of GWA’s finances. If you
have any questions about this report or need additional information, you may submit a request in writing
to: Chief Financial Officer, Guam Waterworks Authority, 578 N. Marine Corp Drive, Tamuning, GU
96913, or telephone (671) 647-2583.
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ASSETS

2008
(As Restated,
See Note 16)

2009

Current assets:
Cash:
Unrestricted
Restricted
Accounts receivable, net
Materials and supplies inventory, net of an allowance for
obsolescence of $339,745 at September 30, 2009
and 2008

$

918,246
5,555,634
10,856,353

$

286,790
5,353,816
7,835,564

2,085,446

2,416,446

19,415,679

15,892,616

232,612,569
191,154,024
17,536,695

226,342,207
190,645,544
16,697,191

Less accumulated depreciation

441,303,288
(216,141,822)

433,684,942
(205,491,869)

Land
Construction work in progress

225,161,466
64,288
54,094,670

228,193,073
64,288
39,487,113

279,320,424

267,744,474

15,303,553
9,628,279
2,729,147

30,896,722
9,600,888
2,833,461

27,660,979

43,331,071

Total current assets
Property, plant and equipment:
Utility plant in service:
Water system
Wastewater system
Non-utility property

Property, plant and equipment, net
Other noncurrent assets:
Restricted cash
Investments
Other assets
Total other noncurrent assets
$
See accompanying notes to financial statements.
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LIABILITIES AND NET ASSETS

2009

Current liabilities:
Current maturities of long-term debt
Accounts payable:
United States Navy
Guam Power Authority
Trade
Accrued payroll and employee benefits
Current portion of employee annual leave
Accrued supplemental/COLA annuities
Deferred revenue
Payable to contractors
Customer deposits
Other liabilities

$

2008
(As Restated,
See Note 16)

6,463,363 $

5,838,845

969,500
2,784,039
5,259,318
347,676
407,945
799,281
624,389
2,769,127
2,093,059
484,343

457,867
2,215,931
3,675,502
571,701
409,193
804,358
1,214,976
2,921,496
1,802,715
401,912

Total current liabilities

23,002,040

20,314,496

Long-term debt, less current maturities:
Long-term debt
Guam Power Authority
United States Navy
Employee annual leave, less current portion
DCRS sick leave liability
Advances for construction

98,412,694
1,143,949
4,162,028
699,251
621,013
168,303

100,100,345
2,834,193
5,649,098
743,047
642,987
167,767

128,209,278

130,451,933

204,555,089
5,555,634
(11,922,919)

205,990,597
5,353,816
(14,828,185)

198,187,804

196,516,228

326,397,082 $

326,968,161

Total liabilities
Commitments and contingencies
Net assets:
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total net assets
$
See accompanying notes to financial statements.
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2009

Operating revenues:
Water:
Private
Government
Legislative surcharge

$

Wastewater:
Private
Government
Other
Bad debts, net of recoveries

29,188,371 $
2,901,576
1,490,238

30,631,429
3,003,406
1,504,950

33,580,185

35,139,785

14,042,258
5,623,718

13,543,187
3,472,603

19,665,976

17,015,790

971,502

990,752

1,034,609

Total operating revenues

2008
(As Restated,
See Note 16)

(803,609)

55,252,272

52,342,718

14,971,119
5,167,856

14,631,816
4,413,377

20,138,975

19,045,193

15,870,652
10,952,902
5,267,571
3,969,699
1,428,843

15,286,063
10,677,756
4,184,736
3,874,734
1,617,355

Total operating and maintenance expenses

57,628,642

54,685,837

Operating loss

(2,376,370)

(2,343,119)

3,030,153
238,699
(6,018,059)
8,744
(17,051)

2,120,806
1,763,570
(6,213,246)
890,775
-

Total nonoperating revenues (expenses), net

(2,757,514)

(1,438,095)

Loss before capital contributions

(5,133,884)

(3,781,214)

6,805,460
-

2,398,111
960,351

Total capital contributions

6,805,460

3,358,462

Change in net assets

1,671,576

Net assets at beginning of year

196,516,228

196,938,980

198,187,804 $

196,516,228

Operating and maintenance expenses:
Power purchases
Water purchases
Salaries, wages and benefits
Depreciation
Administrative and general
Contractual
Retiree health care costs and other benefits

Nonoperating revenues (expenses):
Allowance for funds used during construction
Interest income
Interest expense
Other income
Loss on asset disposal

Capital contributions:
Grants from U.S. Government
Other contributions

Net assets at end of year

$

See accompanying notes to financial statements.
9

(422,752)

