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GUAM WATERWORKS AUTHORITY
____________________________________________

FINANCIAL STATEMENTS AND 
ADDITIONAL INFORMATION AND

INDEPENDENT AUDITORS' REPORT
____________________________________________

YEARS ENDED SEPTEMBER 30, 2008 AND 2007 

*The following nine (9) pages are taken directly from GWA’s audited financial statements for FY 2008. 
These nine pages provide the key financial highlights of GWA’s operating performance in FY 2008. 
However, these pages are only a partial publication of the complete audit.
 
For a complete publication of the entire “Financial Statements And Additional Information And Independent 
Auditors’ Report”,  please visit our website at  www.guamwaterworks.org or the Office of The Public 
Auditor's website at www.guamopa.com.
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As management of the Guam Waterworks Authority (GWA), we offer readers of GWA’s financial 
statements this narrative overview and analysis for the fiscal year ended September 30, 2008.  We 
encourage readers to consider the information presented here and in our basic financial statements, 
which begin on page 2. 
 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the 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. 
 
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 30 of this report. 
 
Financial Highlights 
 
• Total assets of GWA exceeded total liabilities at the close of the fiscal year by $189.4 million (net 

assets). 
• The reduction in net assets was $.66 million less than (or a 34% change) the net change in fiscal year 

2007. 
• Total net assets of GWA decreased by $1.3 million during fiscal year 2008.   
• Operating revenues increased by $5.5 million as compared to fiscal year 2007. 
• Net capital assets at September 30, 2008 increased by $13.3 million as compared to the net balance 

at September 30, 2007. 
• Operating and maintenance expenses increased by $6.7 million as compared to fiscal year 2007. 
• GWA experienced an operating loss of $3.2 million for the fiscal year ended September 30, 2008 as 

compared to prior year’s operating loss of $2.0 million, a 61% change. 
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Financial Condition 
 
The Authority’s total net assets decreased by $1.3 million during the fiscal year (see Table 1 below) due 
to interest expense, inventory write-down, and operating and maintenance expenses.   
 
The decrease in long-term liabilities of $4.5 million (see Table 1 below) is due to payment of debt 
service and surcharges. 
 
The Authority’s investment in capital assets net, of related debt, represents 109% of total net assets.  The 
amount invested in capital assets, net of debt, decreased by $4.5 million.  The decrease was the result of 
capital acquisitions, net of depreciation and disposals, and 2005 revenue bonds used in fiscal 2008 to 
acquire capital assets. 
 
Table 1 
Summary Statement of Net Assets 
 
      2008 to 2007 Comparison   
 September 30, September 30, September 30, Increase/  %  
 2008 2007 2006 (Decrease) Change  
Current assets $    15,892,616  $    17,483,822 $    15,466,932 $   (1,591,206)       (9.10)% 
Property, plant and equipment, net 267,744,474 254,399,284 239,602,789 13,345,190        5.25% 
Other non-current assets    43,331,071   61,688,758   80,782,409 (18,357,687) (29.76)% 
     Total assets 326,968,161 333,571,864 335,852,130   (6,603,703)   (1.98)% 
Current liabilities   20,314,496   21,165,672   17,019,403       (851,176)       (4.02)% 
Long-term liabilities 117,213,825 121,693,600 126,187,085   (4,479,775)   (3.68)% 
     Total liabilities 137,528,321 142,859,272 143,206,488   (5,330,951)   (3.73)% 
Net assets: 
  Invested in capital assets,  
 net of related debt 205,990,597 210,517,277 216,460,775    (4,526,680)       (2.15)% 
  Restricted        576,243        975,798     3,034,766       (399,555)  (40.95)% 
  Unrestricted  (17,127,000)  (20,780,483)  (26,849,899)    3,653,483 17.58% 
     Total net assets 189,439,840 190,712,592 192,645,642    (1,272,752)   (0.67)% 
   Total liabilities and net assets $  326,968,161 $  333,571,864 $  335,852,130 $    (6,603,703)   (1.98)% 
 
 
Total operating revenues of $50.8 million increased by $5.5 million for the current year and operating 
expenses of $53.9 million increased by $6.0 million, resulting in increase in net operating loss of $446K 
when compared to the prior year (see Table 2). 
 
The major changes in net income from the prior year were from the following: 
 
• Water and wastewater revenues increased by $5.1 million over the prior fiscal year (see Table 3 

below) due to increases in consumption (3.72%) and the number of residential customers (2.8%).  
The basic water and sewer charges are assessed monthly on residential customers without regard to 
consumption.  

• Operating expenses increased by $6.0 million.  The increase in operating expenses resulted from an 
increase in electricity of $2.7 million, water of $1.6 million, personnel costs of $2.0 million, and 
decrease in other expense of $.3 million. 
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Table 2 
Results of Operations/Statement of Revenues, Expenses and Changes in Net Assets 
 
      2008 to 2007 Comparison   
 September 30, September 30, September 30, Increase/  %  
 2008 2007 2006 (Decrease) Change  
Revenues: 
  Water $    33,634,835 $    30,170,727 $   28,502,723 $  3,464,108  11.48% 
  Wastewater 17,015,790 15,336,312 14,631,593 1,679,478  10.95% 
  Other operating revenue      990,752     653,098      474,872    337,654 51.70% 
  Bad debt      (803,609)       (832,515)   (3,188,253)      28,906     3.47% 
     Total operating revenue   50,837,768   45,327,622   40,420,935 5,510,146   12.16% 
 
Expenses: 
  Power purchases 14,631,816 11,914,539 10,521,173 2,717,277    22.81% 
  Water purchases   4,413,377 2,820,954     5,017,247 1,592,423    56.45% 
  Salaries, wages and benefits 16,136,063 14,174,003   14,045,039 1,962,060    13.84% 
  Depreciation 10,677,756   9,748,542     9,375,635    929,214     9.53% 
  Administrative and general 4,184,736   5,162,451     4,697,858  (977,715)   (18.94)% 
  Contractual     3,874,734     4,141,397     3,956,433   (266,663)    (6.44)% 
 
     Total operating expenses   53,918,482   47,961,886   47,613,385 5,956,596   12.42% 
 
Net operating loss (3,080,714) (2,634,264) (7,192,450) (446,450) 16.95% 
 
Non-operating revenue 4,662,746 5,310,433 3,532,692 (647,687) (12.20)% 
Less:  interest expense   (6,213,246)   (6,266,080)   (5,577,844)       52,834     0.84% 
 
     Total non-operating expense   (1,550,500)      (955,647)   (2,054,152)    (594,853)   62.24% 
 
Loss before capital contributions (4,631,214)  (3,589,911)  (9,246,602) (1,041,303) (29.01)% 
Capital contributions    3,358,462    1,656,861     1,149,207 1,701,601 102.70% 
 
Change in net assets   (1,272,752) (1,933,050)  (8,097,395) 660,298  34.16% 
Net assets - beginning year 190,712,592 192,645,642 200,743,037 (1,933,050)    (1.00)% 
 
Net assets - end of year $  189,439,840 $  190,712,592 $  192,645,642 $  (1,272,752)    (0.67)% 
 
 
Table 3 
Annual Water Sales 
 
      2008 to 2007 Comparison   
   Consumption (in gallons)   Increase/  %  
 FY08 FY07 FY06 (Decrease) Change  
 
Class Type 
 
Agricultural   88,298,615 145,494,530  135,037,036  (57,195,915)    (39.31)% 
Golf Course   40,847,415     5,402,988   13,154,159   35,444,427  656.02% 
Comm 1 887,714,701 803,352,321 847,822,236   84,362,380 10.50% 
Comm 2 141,416,157 137,703,436 135,919,138     3,712,721    2.70% 
Comm 3 137,264,829 152,347,968 180,014,095  (15,083,139)   (9.90)% 
Federal     1,566,960     1,812,835        940,391      (245,875) (13.56)% 
Government 628,634,237 512,157,762 563,437,506 116,476,475 22.74% 
Hotel 1,109,885,610  1,044,423,148 1,013,682,600   65,462,462   6.27% 
Irrigation      31,351,242 44,185,455 64,669,996  (12,834,213) (29.05)% 
Residential 4,164,947,646 4,125,638,707 3,987,420,390   39,308,939    0.95% 
 
TOTAL 7,231,927,412 6,972,519,150 6,942,097,547 259,408,262    3.72% 
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Table 3 
Annual Wastewater Sales 
 
      2008 to 2007 Comparison   
   Consumption (in gallons)   Increase/  %  
 FY08 FY07 FY06 (Decrease) Change  
 
Class Type 
 
Comm 1 567,057,156 485,604,500 473,213,677 81,452,656  16.77% 
Comm 2 115,084,369 107,709,962 105,033,508        7,374,407   6.85% 
Comm 3 108,820,482 119,756,129 116,492,489     (10,935,647)   (9.13)% 
Federal     1,227,168 448,487,502 570,960,072    (447,260,334) (99.73)% 
Government 336,707,520 345,772,026 343,915,042       (9,064,506)  (2.62)% 
Hotel 604,089,902 666,743,562 656,465,126     (62,653,660)  (9.40)% 
Residential 2,383,464,084 2,301,717,080 2,282,100,885   81,747,004    3.55% 
 
TOTAL 4,116,450,681 4,475,790,761 4,548,180,799 (359,340,080)   (8.03)% 
 
 
Capital Assets, Net of Accumulated Depreciation 
 
The Authority had $268 million (net of accumulated depreciation) invested in water utility capital assets 
as of September 30, 2008.  The investment in capital assets includes building, improvements, water 
treatment plants, filter plants, water transmission and distribution mains, water storage facilities, 
reservoirs, pump stations, machinery, equipment and land.  This amount represents an increase of $13.3 
million over the prior fiscal year.  See note 2 to the accompanying financial statements for additional 
information concerning capital assets. 
 
Table 4 
Capital Assets, Net of Accumulated Depreciation 
 
      2008 to 2007 Comparison   
 September 30, September 30, September 30, Increase/  %  
 2008 2007 2006 (Decrease) Change  
Plant, buildings and equipment, net $  228,257,361 $  231,668,972 $  212,887,711 $   (3,411,611)   (1.47)% 
Construction in progress   39,487,113   22,730,312   26,715,078 16,756,801 73.72% 
 
Total $  267,744,474 $  254,399,284 $  239,602,789 $  13,345,190   5.25% 
 
 
Table 5 
Long Term Debt, Less Current Maturities 
 
      2008 to 2007 Comparison   
 September 30, September 30, September 30, Increase/  %  
 2008 2007 2006 (Decrease) Change  
Long-term debt $  100,100,345 $  102,204,246 $  104,679,397 $   (2,103,901)    (2.06)% 
Guam Power Authority     2,834,193     5,230,111     7,587,764  (2,395,918)  (45.81)% 
United States Navy     5,649,098     6,641,023     7,102,685     (991,925) (14.94)% 
 
Total $  108,583,636 $  114,075,380 $  119,369,846 $    5,491,744   (4.81)% 
 
 
As of September 30, 2008 the Authority had total long-term debt outstanding of $108.6 million, net of 
unamortized costs, which is a decrease of $5.5 million over the prior year.  See note 4 to the 
accompanying financial statements for additional information on long-term debt. 
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The Authority is required by bond covenants to maintain principal, interest, and reserve funds for the 
bond issue outstanding.  In addition, the Authority 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 is derived from 
assessed surcharges from current customers. 
 
 
Looking Forward 
 
Outlook, Challenges, and Opportunities  
 
In today’s economic recession, people will be cutting back on buying things at the mall, taking 
expensive trips or going out for dinner, but they probably won’t cut back much on their use of water or 
aren’t likely to run the tap any less while they’re brushing their teeth.  People who buy bottled water 
because of safety issue may now decide not to buy as much bottled water and instead put a filter on their 
tap.  GWA is going to get hit hard by the economic downturn in many of the same way other companies 
will be hit, however, we strongly believe the water industry is counter-recessionary. 
 
GWA’s marginal performance in FY2008 was largely attributable to the beating it experienced from 
increases in its power and water costs.  Roughly 1/3 of GWA’s operating costs are energy and water 
purchases related and in those two categories alone, GWA experienced increases of 23% and 59%, 
respectively, from the prior year.  While at the onset GWA and the CCU never anticipated the higher 
energy and water costs, its impact on GWA’s operating result and debt service coverage was enough for 
the Public Utilities Commission (PUC) to adjudge a 6.6% interim rate increase in February 2009. 
 
GWA continues to move forward and in March 2009 petitioned the PUC to approve its five (5) year 
financial plan.  The Plan requests a combined rate increase of over thirty-three percent (33%) over a 
period of five (5) years that includes among others, future borrowing of approximately $300 million for 
system related upgrades and efficiencies, investing in a SCADA system, power monitoring systems, 
automation system upgrades and employing new technology in the conduct of fieldwork.  In addition, 
GWA recently negotiated a leak detection contract with which potentially can translate into millions in 
water loss cost savings and it is not inconceivable GWA will be turning to more public-private 
partnerships to gain additional and much-needed operating efficiencies.   
 
The recently passed federal stimulus bill will translate into estimated grants to GWA of $5 million.  The 
projects are currently being finalized with EPA and will be earmarked towards CWA and SDWA related 
projects.  
 
GWA has developed its own estimates on the potential costs to address the impending growth associated 
with the buildup from the DOD relocation from Japan.   Engineering estimates have come in at around 
$200 million to build 16 new wells, along with water storage, transmission and distribution lines along 
with associated water storage and wastewater collection line.  The majority of this increase will also take 
place in the northern half of Guam and GWA is working very closely with DOD in addressing the 
funding required to accommodate the build-up.  
 
Looking beyond 2009, GWA will be facing tough, but not insurmountable, challenges.  Unfortunately 
we are not immune to the economic pressures and every day are challenged with managing our limited 
resources in light of rising prices. Costs will inevitably continue to rise and operational efficiencies will 
undoubtedly dictate the future impact of rising costs on GWA’s financial resources.   
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The key to efficiently managing our financial resources is to employ creative water and wastewater 
management methods to meet growing demands and ensuring that water quality meets regulatory 
requirements.   
 
 
Request for Information 
 
This financial report is to provide interested parties with a general overview of the Authority’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. 
 
Management’s Discussion and Analysis for the years ended September 30, 2007 and 2006, is set forth in 
GWA’s report on the audit of the financial statements, which is dated April 29, 2008, and that 
Discussion and Analysis explains the major factors impacting the 2007 and 2006 financial statements 
and can be viewed at the Office of the Public Auditor’s website at www.guamopa.com. 
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Statements of Net Assets
September 30, 2008 and 2007 

2008 2007

Current assets:
Cash:

Unrestricted $ 5,064,363            $ 6,286,905            
Restricted 576,243               975,798               

Accounts receivable, net 7,835,564            8,013,418            
Materials and supplies inventory, net of allowance for 

obsolescence of $339,745 at September 30, 2008
and 2007 2,416,446            2,207,701            

Total current assets 15,892,616          17,483,822          

Property, plant and equipment:     
Land 64,288                 -                           
Utility plant in service:

Water system 226,342,207        232,312,800        
Wastewater system 190,645,544        178,658,425        

Non-utility property 16,697,191          15,511,860          
Construction work in progress 39,487,113          22,730,312          

473,236,343        449,213,397        
Less accumulated depreciation (205,491,869)       (194,814,113)       

Property, plant and equipment, net 267,744,474        254,399,284        

Other noncurrent assets:
 Restricted cash 30,896,722          49,132,976          
 Investments 9,600,888            9,618,008            
 Other assets 2,833,461            2,937,774            

Total other non current assets 43,331,071          61,688,758          

$ 326,968,161        $ 333,571,864        

See accompanying notes to financial statements.

ASSETS
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GUAM WATERWORKS AUTHORITY

Statements of Net Assets, Continued
September 30, 2008 and 2007 

LIABILITIES AND NET ASSETS 2008 2007

Current liabilities:
Current maturities of long-term debt $ 5,838,845            $ 5,092,182            
Accounts payable:

United States Navy 457,867               238,020               
Guam Power Authority 2,215,931            3,256,848            
Trade 3,675,502            3,515,500            

Accrued payroll and employee benefits 571,701               593,965               
Current portion of employee annual leave 409,193               333,437               
Accrued supplemental/COLA annuities 804,358               1,696,208            
Deferred revenue 1,214,976            1,214,976            
Payable to contractors 2,921,496            2,758,597            
Customer deposits 1,802,715            1,973,100            
Other liabilities 401,912               492,839               

Total current liabilities 20,314,496          21,165,672          

Long-term debt, less current maturities:
Long-term debt 100,100,345        102,204,246        
Guam Power Authority 2,834,193            5,230,111            
United States Navy 5,649,098            6,641,023            

Employee annual leave, less current portion 743,047               689,382               
Retirement fund deferred contributions 7,076,388            6,226,388            
DCRS sick leave liability 642,987               535,641               
Advances for construction 167,767               166,809               

Total liabilities 137,528,321        142,859,272        

Commitments and contingencies

Net assets:
Invested in capital assets, net of related debt 205,990,597        210,517,277        
Restricted 576,243               975,798               
Unrestricted (17,127,000)         (20,780,483)         

Total net assets 189,439,840        190,712,592        

$ 326,968,161        $ 333,571,864        

See accompanying notes to financial statements.
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GUAM WATERWORKS AUTHORITY

Statements of Revenues, Expenses and Changes in Net Assets
Years Ended September 30, 2008 and 2007

2008 2007
Operating revenues:

Water:
Private $ 30,631,429          $ 27,391,045          
Government 3,003,406            2,779,682            

33,634,835          30,170,727          
Wastewater:

Private 13,543,187          12,548,076          
Government 3,472,603            2,788,236            

17,015,790          15,336,312          

Other 990,752               653,098               

Bad debts, net of recoveries (803,609)              (832,515)              

Total operating revenues 50,837,768          45,327,622          

Operating and maintenance expenses:
Power purchases 14,631,816          11,914,539          
Water purchases 4,413,377            2,820,954            

19,045,193          14,735,493          

Salaries, wages and benefits 16,136,063          14,174,003          
Depreciation 10,677,756          9,748,542            
Administrative and general 4,184,736            5,162,451            
Contractual 3,874,734            4,141,397            

Total operating and maintenance expenses 53,918,482          47,961,886          

Operating loss (3,080,714)           (2,634,264)           

Nonoperating revenues (expenses):
Allowance for funds used during construction 2,120,806            2,136,807            
Interest income 1,763,570            3,225,083            
Interest expense (6,213,246)           (6,266,080)           
COLA/supplemental annuities, net (112,405)              646,442               
Other expense -                           (68,262)                
Other income 890,775               -                           
Loss on asset disposal -                           (15,476)                
Loss on inventory write-down -                           (614,161)              

Total nonoperating revenues (expenses), net (1,550,500)           (955,647)              

Loss before capital contributions (4,631,214)           (3,589,911)           

Capital contributions:
Grants from U.S. Government 2,398,111            1,656,861            
Other contributions 960,351               -                           

Total capital contributions 3,358,462            1,656,861            

Change in net assets (1,272,752)           (1,933,050)           

Net assets at beginning of year 190,712,592        192,645,642        

Net assets at end of year $ 189,439,840        $ 190,712,592        

See accompanying notes to financial statements.
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