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Message from the

Message from the Chairman,

OFFICE OF THE GOVERNOR
EDDIE BAZA CALVO

COMMITTEE ON UTILITIES, TRANSPORTATION,
PUBLIC WORKS AND VETERANS AFFAIRS

RAY TENORIO

SEN. THOMAS C. ADA

Governor of Guam

Chairman, Committee on Utilities

Lt. Governor of Guam

Ensuring Reliable, Safe Water Services
Yesterday, today, and for generations to come

Hafa Adai! For years, the men and women of the Guam Waterworks Authority have worked
hard to provide our island with clean water provided through reliable service. As public
servants, it’s easy to say that’s all part of the job. But the work they do is so much more than
just a job. The hardworking men and women of GWA understand that the work they do is
critical to the island. It’s a responsibility that is not taken lightly.
GWA is undertaking a huge endeavor in upgrading and hardening its systems. Recently,
the design phase of the Agat/Santa Rita Wastewater Plant was started. The project, which
costs between $50 million and $60 million, will be completed next year. GWA also will be
replacing aging water lines, and building water tanks in Latte Heights, Agana Heights, and
other locations.
Over the years, GWA has invested millions to bring Guam’s water service up to standard.
Now, they’re preparing to ensure that services last for years to come. We thank GWA and the
employees who continually strive to do more for our island.
Un Dangkulo na Si Yu’us Ma’ase,

Hafa Adai,
As the Guam Waterworks Authority continues to provide safe and reliable water and
wastewater services into 2015 and the future, the Annual Report affords us an opportunity
to reflect upon the many achievements of the past year.
2014 was a strong year for GWA. The Gloria B. Nelson Public Service Building opened
in Fadian, providing our island with efficient centralized operations and state-of-theart customer service. Significant improvements continue to be made to water and
wastewater infrastructure, all while meeting and surpassing the requirements of the
Stipulated Order. And the Authority demonstrated steady leadership in its continued
push for a single island-wide system, to include Fena Reservoir.
I commend the leadership at GWA and the CCU, whose shared dedication and vision
continues to guide the Authority to new heights. Most importantly, I applaud the tireless
work of all employees of GWA; day-in and day-out, your commitment and expertise
enables the Authority to provide our community with the best possible water and
wastewater services.
I am proud of the legacy being created at GWA, and am honored to serve as Chairman of
the Committee on Infrastructure.
On behalf of all of us who depend on your hard work, Si Yu’os Ma’ase.

EDDIE BAZA CALVO
Governor of Guam

RAY TENORIO

THOMAS C. ADA

Lt. Governor of Guam

Senator, 33rd Guam Legislature
Chairman, Committee on Infrastructure
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Message from the Chairman,

CONSOLIDATED COMMISSION ON UTILITIES
SIMON A. SANCHEZ II
CCU Chairman

To our ratepayers,
2014 continued to be another year of progress for your
Guam Waterworks Authority (GWA). We continue to
rebuild your system.

2014 also was the last year of service for CCU
commissioners Benigno Palomo and Eloy Hara. Ben had
been elected 3 times and Eloy twice, representing their
island well and providing invaluable contributions to
the progress that we have made. They will be missed.

We near the complete replacement of all our old meters
with new meters that more accurately measure usage so
that everyone pays for all the water they need and use.

Former Senators Francis Santos and George Bamba
were elected to the CCU in November 2014 and began
their service this past January. Their experience and
knowledge will further improve our progress as they
join Commissioners Joey Duenas (now Chairman) Pete
Guerrero and me to tackle the work ahead.

We launched the $60 million Agat wastewater treatment
plant project. This project will protect our southern
waters from untreated sewage and provide development
opportunities from Talofofo to Agat and Malesso.
We are preparing over $50m in improvements to our
water system to replace badly leaking lines, upgrade our
pump stations, retire old wells and build new wells and to
improve our system monitoring so we can respond faster
to problems.

we are
preparing over

$50M
in improvements
to our water system

But we give our greatest thanks to you the people of
Guam. You are the owners of our precious water system
and the protectors of our island water resources. Each
month, you make the sacrifice of paying your GWA bill
so we can continue our progress on your behalf. It is our
collective honor to serve you.

We continue to build new water storage tanks from
Barrigada Heights to Sinajana and Agana Heights. And we
will upgrade or repair all our existing tanks island wide to
improve pressure and insure good water quality always.

May God continue to bless GWA‘s employees and
families and all the people of Guam
Senseramente,

All of this progress would not be possible without the
hard work of our dedicated water and wastewater
professionals at GWA. They are your neighbors, family and
friends, committed to insuring we will have “good water
always”. Your GWA family works 24-7 for you.

SIMON A. SANCHEZ II

Chairman, Consolidated Commission on Utilities
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Message from the GM,

CONSOLIDATED UTILITY SERVICES
JOHN BENAVENTE

General Manager of the Consolidated Utility Services

2014 was a momentous year for GWA as it moved into its new
home with its sister utility GPA in the Gloria B. Nelson Public
Service building in Fidian Mangilao. Coming together under one
roof makes for great efficiencies of service and shared resources
for our employees and our customers.
GWA can benefit from the resources that GPA has to offer and visa versa GPA can
benefit from GWA resources. GWA will be able to utilize the strengths of GPA to
better position itself as an organization as it continues to meet the needs of its
customers into compliance in the 21st century. GWA must continue to meet the
growing expectations of its customers who now pay more for water than they
did over 10 years ago.
Merging GWA and GPA together in the new utility building means greater
cooperation between the two agencies, where customers can meet with
managers and employees from both agencies simultaneously and get services
met. Conversely utility employees from the divisions can share ideas, resources
and even meeting rooms. I see a future where there will be no more separation
between the two utilities but we will be one utility better servicing our
customers. Together these synergies with GPA and the proposed $400 Million
dollar in capital improvements for GWA in the coming years will mean better
water better lives for our island for generations to come.
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we will be

ONE
utility better servicing
our customers
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Message from the
GENERAL MANAGER
THOMAS CRUZ, P.E., MBA, CPM
Interim General Manager

My message to you comes with great pride
that Guam Waterworks Authority (GWA)
continues to provide as best as possible
excellent water and wastewater services to
our customers in a safe, reliable, cost effective
and responsible manner.

“Plant and Equipment Module” found in the JDE Edwards
operating system. Along with this Asset Management
implementation GWA is also evaluating with USEPA the
opportunities of using a Computerized Maintenance and
Management System (CMMS) to supplement the tools in
the asset management program. The asset management
program will allow GWA operation and maintenance
divisions to extend the life of all assets by scheduling
maintenance when required and/or planned replacement if
necessary.

GWA today delivers potable water to approximately 41,000
account holders or potentially 123,000 persons on the island and
collects wastewater from approximately 25,000 account holders
or 75,000 civilian persons on island as well as U.S. Defense
Installations in the Northern and Central regions of Guam and
up to 136,000 international visitors during peak months.

• Consumers feedback to understand required levels of
service.
GWA continues to welcome through any means possible
criticism or compliments from our customers on all areas
of the utility to better understand our weaknesses and
strengths. GWA will be conducting a comprehensive
customer survey that is intended to establish the baseline
of the level of service GWA provides and from which to
improve upon.

During the past several years, GWA has been able to overcome
several hurdles to restoring consumer trust, implementing
capital improvement projects, improving the utility’s financial
outlook as well as regaining US Environmental Protection
Agency confidence by complying with court order deadlines.
The major contributors to this positive change are directly
related to GWA management’s commitment to:

• Planning long-term resource sustainability.
GWA, along with the Government of Guam, UOG, USEPA,
GEPA and DoD have been working collaboratively over
the last few years to better understand the Northern
Guam Lens Aquifer (NGLA) in an effort to better manage
how much raw water is pumped out of the aquifer as
well as impacts to recharging the NGLA as it relates to
development on the northern part of the island.

• Developing management capacity and increasing staff
development to establish a core foundation of personnel
to achieve Mission Statement of the utility.
GWA continues to emphasize development of employees
at all staff levels by providing training in operations,
engineering, customer services and procurement. GWA
Human Resources has been given the charge of assisting
Program Managers with evaluating individual staff
competencies and capabilities from which a development
path is prepared.

• Technical Assistance from Program Management Office
and USEPA Consultant.
The Program Management Office (PMO) of Brown and
Caldwell continues to provide GWA with necessary
technical and subject matter expertise required to carry
out a Capital Improvements Program estimated to
cost $400 million over the next 3-5 years. In addition,
USEPA consultant CDM Smith, assists GWA with subject
matter expertise, water and wastewater systems survey/
assessments and SOP processes that improved asset
management initiatives and business functionality.

• Continuing sound asset management and capital planning
processes.
Over the last year, GWA has been populating its asset
registry data base with all assets that have been surveyed
and assessed by engineering consultants. This data is
then converted into the Asset Management platform
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123K
people

• Implementation of Water and Wastewater Capital Projects.
GWA’s successful negotiation with the 2013 Bond Issuance
allowed the utility to engage engineering and construction
services to design/management and construct many water
and wastewater projects throughout the island. FY2014
saw approximately $20 million encumbered from the 2013
Bond Funds to improve Booster Pump Stations, Sewer
Lift Station, replace waterlines, replace water reservoirs,
wastewater treatment plants, etc. It is the intent of GWA
engineering and operations to ramp up the delivery of
capital project during the coming FY 2015.

GWA delivers potable
water to on the
island.

My term as the Interim General Manager for the fourth Quarter
of FY 2014 was very memorable due to the enormous support of
the GWA family. There were many challenges during this period
and with the help of my professional coworkers we turned the
challenges into opportunities.

I am very confident that Guam Waterworks
Authority is continuing the path to being an
outstanding utility service provided expected
of the rate payers.
Si Yu’us Ma’ase,

THOMAS CRUZ, P.E., MBA, CPM
Interim General Manager
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Engineering

DIVISION REPORT
THOMAS CRUZ, P.E., MBA, CPM
Chief Engineer

FY 2014 saw the engineering department in
full project management and execution mode
on several water and wastewater design
project that lead straight into construction.

• Completed several Project Implementation Plans for the
2011-2012 State Revolving Fund Grant projects issued by
the USEPA
• Initiated design services RFP for the Ugum, Palantat,
Hyundai, Santa Rita, Santa Rosa, Tumon #1/#2 and Piti
water storage tanks that required replacement or major
repair
• Worked collaboratively with DoD consultants in preparing
the Final Guam Water and Wastewater Assessment Report
in Support of the Economic Adjustment Committee
Implementation Plan
• Completed Capital Improvements Plan for 2014-2019
which includes a 2013 Bond Fund reallocation which
funded many CO projects
• Completed construction activities for the Hagåtña
Wastewater Treatment Plant Interim Improvements.

A key component of this was the 2013 Bond Funds made
available for use in February 2014. There were also a couple of
2011 Court Order (CO) related projects that required initiation to
ensure construction start and completion would meet the CO
deadline. Much effort was made to plan out the coming year’s
CIP project schedules given all engineering staff workloads
were reaching maximum capacity. To help with this issue the
engineering department sought project management assistance
from the Program Management office to handle some of the
more technically challenging Court Order Projects. A positive
outlook with engineering in FY2014 was that the 2010 Bonds
reached a 90% expenditure milestone within FY2014 and full
expenditure is expected in one year time. Finally a positive
note to the engineering staffing level was the filling of the
senior engineering supervisor position to manage the new area
development sand permits section.

Goals for 2015
• Initiate construction activities related to the Ugum,
Palantat, Hyundai, Santa Rita, Santa Rosa, Tumon #1/#2
and Piti water storage tanks.
• Complete the construction of the 0.5MG Chaot, 0.5MG
Agana Heights and 2.0MG Barrigada #2 water storage
tanks
• Update the wastewater hydraulic model to allow GWA to
provide better customer services for new development
• Initiate construction activities for the three new water
production wells in the north
• Continue to work towards completing as-build
information input into the GIS
• Execute multi-million dollar contracts for the waterline
replacement projects to replace leaking and old waterline.
• Initiate Sanitary Sewer Evaluation Survey (SSES) based
improvements for the Northern, Central and Southern
sewer collection systems.
• Complete the Clearing and Grading construction for the
new Agat/Santa Rita Wastewater Treatment Facility.
• Execute the contract for the vertical construction works for
the new Agat/Santa Wastewater Treatment Facility.
• Initiate design services for the Baza Garden Improvements
project as part of the 2011 CO.

Major Accomplishments 2014
• Construction for the second Barrigada 2MG Tank Project
was started
• Construction activities for the Waterline Replacement
Project Phase II installed nearly 8,000 linear feet of 6”
diameter pipe around the island
• Completed bid packaging for the Southern Sewer
Collection System Improvements project.
• New high resolution areal for the GIS program was
installed giving GIS users better pictorial views of the
island.
• Design services for the Umatac/Merizo Wastewater
Treatment Plant Interim improvements reach 90%
completion
• Design services for the Yigo/Astumbo Reservoir
Replacement Project reach 90% completion
• Completed the survey work related to the Infiltration &
Inflow for Central Wastewater Basin
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Human Resources
DIVISION REPORT

ZINA PANGELINAN-CHARFAUROS
Personal Administrator

The Human Resources Division is a comprehensive human
resources operation. The Guam Waterworks Authority’s (GWA)
Human Resources Division (HRD) consists of the following:

offered through the partnership with U.S. Department of Labor,
The Agency for Human Resources Development and the Guam
Community College.

• Recruitment

Numerous employees have obtained new certifications or higher
levels from the Guam Environmental Protection Agency (GEPA)
ranging from Level 1 through Level 4 proving our commitment to
enhancing optimal performance from our employees to efficiently
and effectively serve our community.

• Records (Database) and Benefits
• Employee Management Relations
• Position Classification and Compensation

1. HRD will promote and recruit the most qualified people
through providing the most competitive salaries and
benefits packages.

The GWA Human Resources Division is under the leadership
of the Personnel Services Administrator, Zina PangelinanCharfauros and consists of 3 Personnel Specialists (Julie C.
Adams, Josephfa C. Evangelista and Julius G. Bermudez).

2. HRD will continue to nurture and develop full potential of
our work force through training, development and career
enhancements.

The Human Resources Division has primary responsibility
for handling, dealing and assisting with all employee related
matters. It provides services and support to our employees
in ways that embrace the GWA’s mission of innovation and
tradition of excellence.

3. HRD will continue to provide a clean, safe and healthy
workplace with long term family and c ommunity goals.
4. HRD continues to establish, administer and effectively
communicate sound policies, rules and practices, while
maintaining the utmost level of professionalism treating
our employees with dignity and equality while maintaining
company 	 compliance with employment rules and
regulations.

Human Resources Division will take a leadership role and provide
service in support of GWA’s vision by promoting the concept
that our employees are our most valuable resource and will be
treated as such. Human Resources Division will act as catalyst
enabling all GWA employees to contribute at optimum levels
towards the success of the GWA.

In all areas of work,

5. HRD will continue to foster employee orientation and
professional development, foster the value of inclusiveness,
camaraderie, long term employee engagement and lifelong learning.

Human Resources Division assists management in a number of
employment related issues, including but not limited to: hiring,
termination, discipline, compensation, benefits and other
employee management relation matters.

In all areas of work, the Human Resources Division firmly upholds
the tenets of confidentiality, accountability and trust.

Guam Waterworks Authority’s over 300 employees have
opportunities to identify and expand their skills through training
and development programs.

GWA’s Human Resources Division continues to improve the
level of customer service to our internal and external customers
increasing communications with accessible information.

An ongoing GWA Apprenticeship Program is anticipated to be
completed within a couple of years. Apprentices are completing
all requirements with Journeyman Certificates as Pump Services,
and Plant Instrument Technicians. The Apprentices Program
requires 3 (three) to 4 (four) years of on-the-job training and is

The Guam Waterworks Authority’s Human Resources Division
staff recognizes that without the support and assistance of
the management and staff, HR Division would not be able to
successfully carry out their duties.
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Compliance &
SAFETY REPORT
PAUL J. KEMP

Assistant General Manager

Accomplishments in 2014:

Goals for 2015:

GWA continues to successfully manage the 11/10/2011 Court
Order to EPA’s Satisfaction. Both the Northern District and
the Hagåtña WWTP operate in Court Order Compliance.

Complete the design for the replacement of the GWA Dededo
Compliance Laboratory and start construction.
Continue to manage compliance with the 2011 Court Order and the
EPA Significant Findings on the Water Systems (CO and SF).

GWA’s Northern and Central Water systems (well water) are
now completing upgrades to meet the Safe Drinking Water
Act (SDWA) Ground Water Rule (GWR).

Continue to manage compliance with all other SDWA, CAA, CWA
and OSHA compliance requirements in a timely manner.

GWA Compliance Laboratory has maintained Certification for
EPA Compliance Monitoring.

Expand the planned a waste water Source Control program with
USEPA support, and the addition of Inspectors

GWA safety training with Water M&O and Utilities Services
and has added Advanced Safety (Specialized) Training.

Expand the Advanced Safety (Specialized) Training Program.
Implement the planned Back-Flow/Cross-Connection control
program, including the creation of the needed staffing positions.

Ugum Surface Water Treatment Plant Continuous Membrane
Filtration (Submerged) process water quality continues to
exceed all required standards.
GWA has completed the a draft Wellhead Assessment with a
proposed Wellhead Protection Plan.
GWA has planned a Back-Flow/Cross-Connection control
program is pending final review by GWA’s PMO and USEPA.
GWA has implemented its waste water Source Control
program and USEPA has approved the operation.
The GWA Sewer Hook-Up Revolving Loan Fund program
continues to be available.

For details see:
http://guamwaterworks.org/documents/SewerFactSheet05192010.pdf
http://guamwaterworks.org/documents/SewerFactSheet05192010.pdf
The design for the replacement of the GWA DededoCompliance
Laboratory has been bid out and contractorto whom the design was
awarded was Architects Laguaña, LLC.
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• Data log record availability for island ratepayers and improved
service through timely notices of private side leak data.

Utility Services
DIVISION REPORT

• Improved customer experience from the three island wide
customer service delivery points.
• Improved efficiencies and collaborative work processes with all
stakeholders now in the same building.
• Successful completion and graduation of 4 USD Supervisor
and leaders in Certified Public Manager/Supervisory Academy
training cycle – October 2014.

ELIZABETH “LISA” SAN AGUSTIN
Utility Services Administrator

GWA’s Utility Services Division is made
up of front line service deliverers from
the Collections Unit, Customer Services
Unit, Disconnect/Reconnect Unit, Dispute
Resolution and Document Control, Customer
Call Center, Meter Reading Unit, Revenue
Protection and Recovery Unit and the
Administrative Support Staff.

Our GWA Call Center is comprised of three Customer Service
Representatives answering a total of 34,625 telephone calls about
GWA water accounts, up 38% from 2013. These calls include billing
complaints, balance inquiries, and other GWA account related
inquiries alone.
In our continued effort to improve our accounts receivables, our
hard working Collections Unit of just three personnel processed
a total of 5,104 delinquent GWA accounts in 2014 in an effort to
improve receivables. This activity is up 14% compared to last year.
We continue to work alongside our sister utility GPA in sending
our outbound payment reminders and automated calls to our
ratepayers electronically notifying them of outstanding balances.
Improvements on outbound notification are planned for 2015 and
2016.

With over 40 total employees, this division serves the
community of Guam from three customer service delivery
points. In December 2014, the division made the move into the
newly constructed Gloria B. Nelson Public Service Building in
Fadian Mangilao offering our island ratepayers an additional
choice of three total customer service delivery points island
wide. Our new main office in Mangilao along with the GPWA
Customer Service Satellite offices in Julale Shopping Center,
Hagatna and Upper Tumon, extend to island ratepayers both
power and water utility services from any of these three
locations.

Our Disconnect/Reconnect Unit received and field completed
23,195 work orders in calendar year 2014. This unit of six field
personnel investigate and complete all requests for reconnection,
name changes, disconnection, meter related verifications, meter
leaks, meter change outs, and other meter complaints islandwide. The Meter Reading Unit was reassigned to Water Operations
Division in January 2014.

Calendar year 2014 was extremely busy and exciting for GWA
and the Utility Services Division. With the completion of
the court ordered Meter Replacement Project in June 2014,
ongoing data cleansing of our customer information system,
and user acceptance testing for the new Customer Information
System Implementation Project (March 2015), the Utility
Services Division team worked tirelessly and diligently towards
support of the GWA mission statement and overall service
improvements.

GWA’s Revenue Protection & Recovery Unit processed and
investigated 59 reports of illegal connections and unauthorized use
of water services in calendar year 2014. As the administrative arm
of the court ordered Meter Replacement Project, RPU prepared,
processed, and posted meter change out work orders through
June 2014. By the end of 2014, RPU continued to identify and
correct over 20 account misclassifications resulting in a recovery of
revenue.

The overall division improvements in calendar year 2014
include:

Our Customer Service Unit assisted a total of 47,372 ratepayers
who opted to walk in for services at any of our three service
delivery points. This number is up 3% from fiscal year 2013.
Our nine total GWA Customer Service Representatives from all
locations continue to work hard every day to deliver friendly
and efficient service to our ratepayers. In addition to walk-in
visits, our Customer Service Representatives answered a total of
3,088 emails in 2014.

• Improved ability for front line service deliverers to explain
and support billing charges through more reliable metering
and data access.
• A new Oracle Customer Care & Billing software application
implementation expected to improve GWA’s service quality
for island ratepayers.
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Goals for 2015
It is the goal of the Utility Services Division to remain committed to
service excellence and continual improvement of our service quality.
This commitment supports the following goals in 2015 to bring GWA to
an improved level of service:
• Implementation of a new Customer Information System –
scheduled for March 2015.
• Implementation of a new automated sign in process for all three
service points to facilitate ease and efficiency – March 2015.
• To update, refine, and improve unit performance measurements
for service quality improvements and efficiency.
• To have the resources necessary to improve collections and more
aggressively collect delinquent revenues.
• To have the resources necessary to improve the turnover days for
work order requests.
• To more aggressively and efficiently identify, resolve, and
recover lost revenues and to educate our community on the
consequences of water theft.
• To heed the call of today’s tech savvy ratepayer for more
automated methods of communication through the use of SMS
messaging, self service web portal, etc.
• To aggressively prosecute theft of utility cases by working more
closely with Guam Police Department and the Office of the
Attorney General of Guam.
• To properly structure the division to address account dispute
resolution and “back of office” functions (Dispute Resolution and
Document Control).
• To continue to promptly and efficiently make available resources
in support of the division and the GWA mission.
• To have the resources necessary to support all the administrative
demands of division functions.
• To increase training and development opportunities divisionwide.
• To maintain the March 2013 1st Annual USD Team Building
Program in FY2015.
• To realize progress on the GWA Reorganization and
Restructuring process as a means of improving service quality.
• To continue to foster a culture of professional respect and to
create an environment that facilitates positivity, creativity,
respect, productivity, and efficiency.
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Water Maintenance & Operations
DIVISION REPORT

Two Thousand Fourteen was a year of selfexamination for GWA Operation for both
employees and management. There were
numerous historic changes in the manner that
Operations conducts business was instituted
in the year for both Water and Wastewater.

Major Highlights:
1. $35,000,000 in grants funds to rehabilitate the water &
wastewater system programmed
2. $4,100,000 in Bond funds programmed for facilities to
improve pump redundancy and electrical system performed
mostly internally by GWA personnel completed
3. Reduced fleet vehicle fuel consumption by 50%

Higher expectations from our elected leaders and appointed
gave way to a direction unmatched by other agencies. It is
through their leadership that we are proud to report to our
island that GWA has reduced the amount of overtime spent
on operations, improved fleet efficiencies, further reduced
our dependency on Navy Water Purchases, instituted a leak
detection program and are on our way towards maintaining our
assets better.

4. Improved crew efficiency by reducing Over-Time by 35%
5. Improved preventive maintenance on Deepwells and Sewer
Collection System engaging Jde’s computerized maintenance
management system
6. Completed the Hagatna Sewer Treatment Plant upgrade
to advanced primary treatment process $10M enabling the
plant to consistently meet permitting requirements.

We are utilizing millions of dollars in capital improvement
funds and grants funds more intelligently by directing it to our
facilities and expecting more from our contractors; we believe
that more value to our island and ratepayers will result.
We are serious about being good stewards of our island and
are keeping our promise by reducing the number of sewerage
spills by preventing blockages and keeping them cleaner than
ever before and also have begun the design for the Agat Sewer
Treatment Plant.
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Employees

GUAM WATERWORKS AUTHORITY
Abay, Stuart Lee
Adams, Julie C.
Aguon, Benny T.
Aguon, Daniel A.
Aguon, Edward A .
Aguon, Eric M.
Aguon, Joseph Anthony C.
Aguon, Lester D.
Aguon, Peter F.
Aguon, Prudencio F.
Aguon, Steven T.
Alano, Efren M.
Alvarez Jr., Jose
Antonio, Glorilyn D.
Apiag, Severin Hilary A.
Apuron, Manuel P.
Apuya Jr., Elizardo C.
Aquiningoc, Kenneth J.
Aquiningoc, Rita Rozanne
Arceo, Bryan J.
Arceo, Erik F.
Arceo, Peter J.
Arceo, Tommy J.
Arriola, Norma Marie I.
Asuncion, Raymond G.
Barcenilla, Zachary J.
Barcinas, Benbenido M.
Beleno, Kathleen B.
Bell, Henry J.
Benavente, Elena P.
Benavente II, Michael J.
Benavente, Joseph M.
Benavente, Linda Frances C.
Bensan, Gloria P.
Bermudez, Julius G.
Blake, Jr. Steven E.
Blas, Angeninna R.
Blas, JayRyan T.
Blas, John K.T.
Blas, Kenneth Q.
Blas, Melchor M.
Borja, Ann D.
Borja, Jeffrey M.
Borja, Michael C.
Borja, Peter J.
Brown, Larry C.
Butcher, Devon M.
Cabuhat, Elizabeth C.
Cabuhat Jr., Geronimo P.
Calvo, Jude G.
Camacho, Antonio C.
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Camacho, TeresaMarie B.
Castelo, Loreta R.
Castro, Eddie P.
Castro, Ignacio M.
Castro, Keith J.
Castro, Peter B.
Cesa, Cecille M.
Charfauros, Jonathan A.
Chargualaf, Benny E.
Chargualaf, David B.
Chargualaf, Dean E.
Chargualaf, Frankie E.
Chargualaf JR, Anthony P.
Chargualaf Jr., Benny E.
Chargualaf, Richard A.
Chargualaf, Roy R.
Claveria, Joseph P.
Cruz, Barbara Ann Camacho
Cruz, Bernie Antonitte Velasco
Cruz, Bobbie C.
Cruz, Branden A.
Cruz, Franklin F.
Cruz, Grace R.
Cruz, Javin G.
Cruz, Jose B.
Cruz, Lucas C.
Cruz, Michelangelo Paul A.
Cruz, Patrick M.
Cruz, Peter T.
Cruz, Rose B.
Cruz, Scott V.
Cruz, Thomas Franklin A.
Cruz, Yvonne M.
DaHill, Betty Liz
Davis, John M.
Diaz, James N.
Diaz, Jennifer Crisostomo
Diaz, Jeremiah Frank B.
Dimapan, Joseph A.
Dizon, Eliseo Q.
Duenas, Derek R.
Duenas, Jeralle JT
Duenas, Joseph A.
Duenas Jr., Agustin B.
Duenas, Mark Anthony A.
Duenas, Vincent Jon G.
Esguerra, Marjorie Invencion
Estrada, Rodney R.
Evangelista, Josephfa Castro
Evangelista, Josephine D.
Fletcher, David A.
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Flores, George V.
Flores, Ricky H.
Foster, Everard P.S.
Franquez, Paul A.
Gagan, Gary George P.
Garcia, Evelyn G.
Garrido, Joseph B.
Garrido, Robert G.
Gaza, Alicia C.
Gerardo Jr., Roger A.
Gogue, Justin C.
Gozalo, Mary C.
Grape, Karen Cheryl O.
Guerrero, Doris A
Guerrero, Eugene A.
Guerrero, Timothy C.
Guerrero, Vincent Ed
Guile Jr., Gary Allen
Gumataotao, Elizabeth H.
Gutierrez, Arthur L.
Halmi, Eric A.
Hecita, Theresa Epacta
Herrero, Frances C.
Herrero, Jonathan James
Hoover, Matthew E.
Hufalar, Lito V.
Huntington II, Clinton W.
Ililau, Charlene
Ililau, Jacinto J.
Jardel, Jose A.
Jardel, Victor A.
Kaneshiro, Derek H.
Kemp, Paul J
Laguana, Vincent Edward T.
Leal, Jerry P.
Lizama, Francis A.
Lizama, Lance D.
Lopez, Marc D.
Lotoc, Bernardo P.
Lujan, David F.
Lujan, Evangeline C.D.
Lujan, Francis A.
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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, 2014. We
encourage readers to consider the information presented here and in our basic financial statements,
which begin on page 12.
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 17 of
this report.
Other Information
In addition to the basic financial statements and accompanying notes, this report also presents
supplementary and statistical information. Supplementary and statistical information can be found
beginning on page 41 of this report.
Financial Condition and Results
The Authority’s total net position decreased by $7.9 million during the fiscal year (see table below) due
to decreases in other non-current assets.
The net increase in current assets of about $5.5 million is due to increases in restricted cash, trade,
and other receivables.
The net increase in property, plant and equipment of $13.86 million is due primarily to on-going inprogress for field’s construction of wastewater treatment plant, upgrades pump station improvements,
transmission lines, meter replacement program, ground water chlorination project, and acquisition of
mechanical and electrical equipment.
The Authority’s net investment in capital assets represents 98% of total net position. The net amount
invested in capital assets decreased by $4.3 million compared to prior year.
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Summary Statements of Net Position
September 30,
2014
Current assets
Property, plant and equipment, net
Other non-current assets
Deferred outflows of resources
Total assets and deferred outflows
of resources

$

September 30,
2013

41,706,808
336,039,840
223,044,832
2,468,670

$

36,186,645
322,178,207
87,833,095
321,057

September 30,
2012
$

35,814,457
304,802,292
113,260,433
335,541

2014 to 2013 Comparison
Increase/
%
(Decrease)
Change
$

5,520,163
13,861,633
135,211,737
2,147,613

15.25%
4.30%
153.94%
668.92%

603,260,150

446,519,004

454,212,723

154,593,533

34.62%

Current liabilities
Long-term liabilities
Total liabilities

27,950,587
391,534,089
419,484,676

29,835,442
225,041,224
254,876,666

26,315,344
230,748,403
257,063,747

(1,884,855)
166,492,865
156,741,146

-6.32%
73.98%
61.50%

Net position:
Net investment in capital assets
Restricted
Unrestricted

180,655,378
12,934,743
(9,814,647)

184,944,929
11,712,242
(5,014,833)

189,567,949
9,472,664
(1,891,637)

(4,289,551)
1,222,501
(4,799,814)

-2.32%
10.44%
95.71%

183,775,474

191,642,338

197,148,976

(7,866,864)

-4.10%

Total net position
Total liabilities and net position

$

603,260,150

$

446,519,004

$

454,212,723

$ 148,874,282

Operating income increased 201% from the previous year, from $5.19 million to $15.6 million in
FY2014. A combination of factors, as illustrated on page 14, contributed to the significant
improvement but growth was derived primarily from increases in demand sales from commercial
accounts and savings achieved in operations and maintenance costs.
Much like in the previous fiscal years, operating revenues outpaced operating expenses in terms of the
proportion of growth from the preceding year. GWA saw operating revenues improve from $74.8
million to $82.7 million in FY2014, or approximately 11%, while on the other hand, operating costs
decreased from $69.6 million to $67.1 million in FY2014, or a 4% decrease from the previous year.
The table below illustrates past trends dating back to FY2012.
The total operating revenues of $82.7 million increased by $7.9 million or 10.6% and operating
expenses of $67.1 million decreased by $2.5 million or 3.7% for the current year resulting in net
operating income of $15.7 million or 201% increase when compared to the prior year (see table below).


Water revenues (total) increased by $5.2 million over the prior fiscal year due in part to a 15%
increase in water rates. There were revenue dollar increases in agricultural, commercial 1,
commercial 2, commercial 3, hotel, and residential customer classes.



Wastewater revenues (total) increased by $2.2 million or 8.28% over the prior fiscal year. A
15% rate increase in sewer charges was approved for the current year. There were revenue
dollar increase in commercial 1, commercial 2, commercial 3, government, hotel, and
residential customer classes.
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Operating expenses decreases by $2.5 million or 3.7% over the prior fiscal year. The
contributing factors were decreases in power purchases, contractual, depreciation, and salaries
and wages.



Net non-operating expenses increased $11.9 million due primarily to bond issuance costs,
interest expense and loss on disposal of certain assets. Capital contributions were grants from
the U.S. Government.



Of the total water and wastewater revenue of $53.2 million and $28.9 million, system
development charges (SDC) represented $0.792 million and $0.719 million, respectively. Thus,
the total SDC for the current fiscal year total is $1.63 million. Please see Schedule 4 on page
44.
Results of Operations/Statements of Revenues, Expenses and Changes in Net Position
September 30,
2014
Revenues:
Water
Wastewater
Other
Bad debts recovery (expense)
Total operating revenue
Expenses:
Power purchases
Water purchases
Sludge (waste) disposal fees
Salaries, wages and benefits
Depreciation
Administrative and general
Contractual
Retiree healthcare costs and
other benefits
Total operating expenses

$

September 30,
2013

53,241,495 $
28,906,106
573,483
310
82,721,394

September 30,
2012

48,003,668 $
26,695,804
462,030
(361,281)
74,800,221

44,071,415 $
24,740,131
700,979
69,512,525

2014 to 2013 Comparison
Increase/
%
(Decrease)
Change
5,237,827
2,210,302
111,453
361,591
7,921,173

10.91%
8.28%
24.12%
-100.09%
10.59%

17,508,372
4,570,862
988,876
20,058,840
14,319,394
6,007,108
3,733,593

17,015,686
5,263,128
275,938
18,891,270
12,050,430
5,416,166
3,068,764

(1,081,970)
608,378
505,136
(882,950)
(968,236)
227,872
(1,052,523)

-6.18%
13.31%
51.08%
-4.40%
-6.76%
3.79%
-28.19%

2,518,851
67,061,603

2,418,349
69,605,394

2,262,583
64,243,965

100,502
(2,543,791)

4.16%
-3.65%

15,659,791

5,194,827

5,268,560

10,464,964

201.45%

Non-operating revenue (expenses)
Less: interest expense
Total non-operating revenues
(expenses), net

(7,054,654)
(20,031,506)

(1,643,566)
(13,538,467)

2,632,568
(13,885,808)

(5,411,088)
(6,493,039)

329.23%
47.96%

(27,086,160)

(15,182,033)

(11,253,240)

(11,904,127)

78.41%

Loss before capital contributions

(11,426,369)

(9,987,206)

(5,984,680)

(1,439,163)

14.41%

3,559,505

4,480,568

6,679,738

(921,063)

-20.56%

(7,866,864)

(5,506,638)

695,058

(2,360,226)

42.86%

191,642,338

197,148,976

196,453,918

(5,506,638)

-2.79%

$ 183,775,474 $ 191,642,338 $ 197,148,976 $ (7,866,864)

-4.10%

Capital contributions
Change in net position
Net position - beginning year
Net position - end of year

Annual Water Revenues (Exluding System Development Charges)
% Change
FY14

ClassType
Revenue
Golf Course
Comm
Federal
Government
Hotel
Irrigation
Residential

$

392,105
55,369
10,581,895
19,705
5,435,944
9,466,265
38,822
26,362,193

TOTAL

$ 52,352,298

FY13
$

FY12

360,534
63,909
8,885,334
10,041
5,051,300
8,037,569
72,064
24,908,309

$

$ 47,353,060

255,061
62,791
8,539,358
9,471
5,025,236
8,300,464
37,982
21,234,055

9%
-13%
19%
96%
8%
18%
-46%
6%

$ 43,464,418

11%

Annual WasteWater Revenues (Exluding System Development Charges)
16,426,402
5,179,240
1,494,012
19,175,890
13,351,158
6,234,980
2,681,070

Net operating income

Revenue improvements in FY2014 are largely attributable to the private customer class as noted
below. In FY2014 these sectors consists primarily of residential, commercial, and hotel customers
accounted for over 50% of the increase. The tables below illustrates the distribution of revenues
among major customer classes:
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% Change
FY14

ClassType
Comm
Federal
Government
Hotel
Residential

$

5,608,846
4,171,820
2,309,397
7,548,103
8,427,180

TOTAL

$ 28,065,346

FY13
$

FY12

4,693,909
4,141,550
2,131,248
6,623,338
8,386,589

$ 4,359,275
3,798,233
2,133,228
6,136,602
7,777,762

19%
1%
8%
14%
-%

$ 25,976,634

$ 24,205,100

8%

2014 to 2013
Comparison
Increase
(Decrease)
$

31,571
(8,540)
1,696,561
9,664
420,644
1,428,696
(33,242)
1,453,884

$ 4,999,238

2014 to 2013
Comparison
Increase
(Decrease)
$

914,937
30,270
178,149
924,765
40,591

$ 2,088,712

Operating expenses are generally driven by power, water purchases and salaries expenses.
Historically these cost account for almost 2/3rd of O&M expenses. In FY2014, O&M expenses
decreased in FY2014, going from $69.6 million in FY2013 to $67.0 million in FY2014. The table below
illustrates the changes among major cost components.
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O & M Expenses
2014
Water Purchases
Power Purchases
Salaries and Wages
Adminstrative and General
Contractual
Retiree health care cost and other benefits
Depreciation

$

5,179,240
16,426,402
19,175,890
7,728,992
2,681,070
2,518,851
13,351,158

TOTAL

$ 67,061,603

2013
$

2012

4,570,862
17,508,372
20,058,840
6,995,984
3,733,593
2,418,349
14,319,394

$ 69,605,394

$

5,263,128
17,015,686
18,891,270
5,692,104
3,068,764
2,262,583
12,050,430

$ 64,243,965

2014 vs 2013
Increase
(Decrease)
$

Capital Assets, Net of Accumulated Depreciation
% Change
(Decrease)

608,378
(1,081,970)
(882,950)
733,008
(1,052,523)
100,502
(968,236)

13.31%
-6.18%
-4.40%
10.48%
-28.19%
4.16%
-6.76%

$ (2,543,791)

-3.65%

As reported on the Statements of Net Positon, the Authority’s total net position decreased by $7.9
million during the fiscal year due to decrease in unrestricted assets.

September 30, September 30, September 30,
2014
2013
2012
Plant, buildings and equipment, net
Land
Construction in progress
Total

2014 to 2013
Comparison
Increase
(Decrease) % Change

$280,801,599 $295,207,115 $277,527,588 $(14,405,516)
64,288
64,288
64,288
55,173,952
26,906,804
27,210,416
28,267,149
$336,039,840 $322,178,207 $304,802,292 $ 13,861,633

-4.88%
105.06%
4.30%

For additional information concerning capital assets, please refer to Note 4 to the financial statements.
Debt

Capital Assets
The Authority had $336 million (net of accumulated depreciation) invested in a broad range of utility
capital assets as of September 30, 2014. The investment in capital assets includes buildings,
improvements, water treatment plants, filter plants, water transmission and distribution mains, water
storage facilities, pump stations, wastewater treatment facilities, machinery and equipment, see Table
below.
In the current fiscal year 2014, capital assets increased by $13.9 million (net) or 4.3% over the prior
fiscal year. The increase is consistent with the Authority’s implementation of a five-year (FY 14 to FY
18) capital improvement program.
The Authority’s revenue, long-term debt, and grant-in-aid are used to finance capital investments.
This year’s major capital additions included:
WASTE WATER
Southern District Wastewater
Northern District Wastewater
Central District Wastewater
Central Wastewater Moratorium Project
Others

$

1,635,000
750,000
843,000
7,847,000
542,000
$ 11,617,000

WATER
Deep Well Rehabilitation & Rehabilitation Program $
631,281
General Plant Improvements
1,412,051
Ground Water Chlorination
2,749,012
Leak Detection/Line Replacement Program
28,003
Mechanical/Electrical Equipment
1,833,466
Meter Replacement Program
3,917,947
SCADA
547,131
Tank Repair & Replacement Program
9,489,033
$ 20,607,925
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As of September 30, 2014, the Authority had total long-term debt outstanding of $396.6 million, net of
unamortized costs, which is an increase of $168 million or 71.2% over the prior year. The reason for
the increase in long-term debt is because of the new issued 2013 series bonds and 2014 series bonds
in the aggregate amount of $258.2 million. The 2014 series bonds of $85.6 million were used to refund
in full the 2005 series bonds.
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
2010, 2013 and 2014 refunding revenue bond series. The Public Utilities Commission set the
requirement at 175%.
Moody’s Investor Services, Fitch Rating and Standard & Poor’s assigned a rating of Ba1, BB and Arespectively to GWA’s Water and Wastewater Revenue Bonds Series 2013. The ratings are important
benchmarks of issuer’s ability to meet its financial obligation. Each rating agency incorporates a rating
scale indicating credit quality of the issuer. The scales are comprised of alphabetical symbols such as
“AAA”, “AA”, “A”, “BBB”, “BB”, “B” etc. For example, categorical ratings in the “AAA”, “AA” and “A”
range denote high credit quality meaning the issuer has a high capacity to meet its financial
commitments whereas categorical rating in the “BBB”, “BB” and “B” range denote average credit
quality. The lower the number of alpha characters assigned indicates the issuer is more susceptible to
adverse effects or changes in circumstances and economic conditions than those with a higher number
of alpha characters.
Long-Term Debt
September 30, September 30, September 30,
2014
2013
2012
2005 Bond Series
2010 Bond Series
2013 Bond Series
2014 Bond Series
Bank Notes
Total

$

2014 to 2013
Comparison
Increase
(Decrease) % Change

- $ 91,148,341 $ 93,648,492 $(91,148,341) -100%
116,715,434 116,634,755 116,554,074
80,679
0.07%
171,137,951
- 171,137,951
91,204,534
91,204,534
17,511,563
20,806,970
23,925,764
(3,295,407) -15.84%
$396,569,482 $228,590,066 $234,128,330 $167,979,416
4.30%
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For more information concerning debt, please refer to note 6 to the financial statements.
Looking Forward
Outlook, Challenges, and Opportunities

Management’s Discussion and Analysis for the years ended September 30, 2013 and 2012 is set forth
in GWA’s report on the audit of financial statements which is dated June 14, 2014. That Discussion
and Analysis explains in more detail major factors impacting the 2013 and 2012 financial statements.
A copy of that report can be obtained by contacting the CFO office at (671) 300-6860.

Much like previous years, water supply reliability, and reduced dependence on DOD Navy water
supply, water quality, leak detection, line repair, meter replacement, preventive maintenance and
complying with requirements of the 2011 Federal Court Order will continue to be the focus looking
forward.
The 2011 Federal Court, the meter replacement program and other priorities previously mentioned
above will continue to and remain top priorities, however management also recognizes that while these
priorities have taken precedence over a PM program in the past and for obvious reasons, the need for
a stepped-up PM is at its highest point especially in view of challenges encountered from the recent
storm.
A major emphasis in ensuing years will be made on transitioning to a preventive maintenance (PM)
approach from a reactive maintenance approach hence with the objective of evolving into a more
reliable and responsible utility.
O&M expenses for the most part will be influenced by an escalated PM program. These expenses
includes: (1) an increased parts inventory, critical parts and preventive maintenance parts in order to
sustain a viable PM program; (2) an accelerated vehicle maintenance and replacement program in
response to increased demands for working vehicles; and (3) the filling of existing vacancies to allow
GWA to perform the inspection, maintenance and operational procedures set forth by the PM program.
A new financing in the amount of $161 million is planned for FY2016 in order to implement
approximately $129 million of capital projects pursuant to GWA’s 2014 – 2019 Capital Improvement
Plan.
Other initiatives include funding capital expenditures through internally generated revenues to help
reduce future borrowing and financing costs and continued utilization of a debt service reserve which
helped GWA achieve the PUC’s 1.75 times debt coverage ratio.
Discussions are ongoing with USEPA relative to secondary treatment, implementation costs and
scheduling. GWA had recently submitted to USEPA a financial capability assessment which is typically
the first of several things leading up to a scheduling timeline for implementation. The first of a series of
request for information anticipated was received by GWA in connection with the assessment.
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) 300-6860.
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ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Current assets:
Cash and cash equivalents:
Unrestricted
Restricted
Receivables, net
Materials and supplies inventory, net of an allowance
for obsolescence of $2,504,036 at September 30,
2014 and 2013
Prepaid expenses

2014

$

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

Less accumulated depreciation

Land
Construction work in progress
Property, plant and equipment, net

2,555,136 $
21,374,773
15,393,379

2013

2,662,074
16,984,203
14,254,906

1,712,739
670,781

1,615,170
670,292

41,706,808

36,186,645

271,403,753
245,042,975
18,935,114

276,615,150
244,132,312
19,292,743

535,381,842
(254,580,243)

540,040,205
(244,833,090)

280,801,599
64,288
55,173,953

295,207,115
64,288
26,906,804

336,039,840

322,178,207

LIABILITIES AND NET POSITION

2014

Current liabilities:
Current maturities of long-term debt:
Revenue bonds payable
Notes payable
Accounts payable:
United States Navy
Guam Power Authority
Trade
Accrued interest
Accrued payroll and employee benefits
Current portion of employee annual leave
Payable to contractors
Customer deposits
Other liabilities

$

3,955,000 $
3,308,220

2013

2,500,000
3,272,319

2,987,022
4,440,164
4,658,506
1,177,150
515,874
4,785,604
2,060,548
62,499

676,249
2,568,473
2,364,873
3,036,453
1,172,065
502,367
11,126,554
2,043,851
572,238

27,950,587

29,835,442

375,102,919
14,203,343
802,948
1,255,580
169,299

205,283,096
17,534,651
843,123
1,211,126
169,228

419,484,676

254,876,666

Net position:
Net investment in capital assets
Restricted
Unrestricted

180,655,378
12,934,743
(9,814,647)

184,944,929
11,712,242
(5,014,833)

Total net position

183,775,474

191,642,338

603,260,150 $

446,519,004

Total current liabilities
Long-term debt, less current maturities:
Revenue bonds payable
Notes payable
Employee annual leave, less current portion
DCRS sick leave liability
Advances for construction
Total liabilities
Commitments and contingencies

Other noncurrent assets:
Restricted cash and cash equivalents
Investments

193,457,407
29,587,425

70,632,440
17,200,655

Total other noncurrent assets

223,044,832

87,833,095

Total assets

600,791,480

446,197,947

2,468,670

321,057

Deferred outflows of resources:
Debt defeasance loss on refunding
$

603,260,150 $

446,519,004

$
See accompanying notes to financial statements.

See accompanying notes to financial statements.
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Statements of Revenues, Expenses and Changes in Net Position
Years Ended September 30, 2014 and 2013

Statements of Cash Flows
Years Ended September 30, 2014 and 2013

2014

Operating revenues:
Water:
Private
Government
Legislative surcharge
System development charge

$

Wastewater:
Private
Government
Legislative surcharge
System development charge
PUC surcharge
Other
Bad debts (expense) recovery

2013

44,768,939 $
5,130,273
2,550,287
791,996

40,597,479
4,751,252
2,004,329
650,608

53,241,495

48,003,668

21,580,831
6,322,582
161,934
840,759
-

19,700,266
6,127,437
148,702
719,170
229

28,906,106

26,695,804

573,483

462,030

310

Total operating revenues

(361,281)

82,721,394

74,800,221

16,426,402
5,179,240
1,494,012

17,508,372
4,570,862
988,876

23,099,654

23,068,110

19,175,890
13,351,158
6,234,980
2,681,070
2,518,851

20,058,840
14,319,394
6,007,108
3,733,593
2,418,349

Total operating and maintenance expenses

67,061,603

69,605,394

Operating income

15,659,791

5,194,827

5,555,246
22,333
(20,031,506)
(4,168,836)
(5,012,135)
(2,590,195)
(861,067)

5,164,140
19,606
(13,538,467)
(2,439,360)
(2,227,090)
(1,980,709)
(180,153)

Total nonoperating revenues (expenses), net

(27,086,160)

(15,182,033)

Loss before capital contributions

(11,426,369)

(9,987,206)

3,559,505

4,480,568

(7,866,864)

(5,506,638)

Operating and maintenance expenses:
Power purchases
Water purchases
Waste disposal fees
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
Bonds issurance costs
Loss on inventory write-down
Loss on property, plant and equipment disposals
Federal expenditures
Others, net

Capital contributions:
Grants from the U.S. Government
Change in net position
Net position at beginning of year
Net position at end of year

$

191,642,338

197,148,976

183,775,474 $

191,642,338

2014
Cash flows from operating activities:
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Cash payments for retiree healthcare costs

$

Net cash provided by operating activities
Cash flows from noncapital financing activities:
Principal repayment of bank loan
Interest paid on bank loan
Other interest paid on settlement agreements
Net cash used for noncapital financing activities
Cash flows from capital and related financing activities:
Federal grants received
Other capital contributions
Acquisition of property, plant and equipment
Proceeds from bond issuance
Principal paid on revenue bond maturities
Interest paid on revenue bonds
Principal repayment of bank loan
Interest paid on bank loan
Advances for construction
Other payments
Net cash provided by (used for) capital and related financing activities
Cash flows from investing activities:
Net transfers from restricted funds
Interest income received
Net cash (used for) provided by investing activities
Net change in unrestricted cash and cash equivalents
Unrestricted cash and cash equivalents at beginning of year

71,995,256
(31,956,347)
(19,806,515)
(2,418,349)

28,401,256

17,814,045

(1,093,731)
(119,401)
(15,080)

(1,019,832)
(189,419)
(10,055)

(1,228,212)

(1,219,306)

1,689,891
(483,909)
(33,010,630)
258,230,000
(88,485,000)
(16,805,678)
(2,201,676)
(1,469,293)
71
(5,163,784)

3,151,158
(29,376,959)
(2,380,000)
(11,840,694)
(2,098,962)
(1,501,523)
66
(205,139)

112,299,992

(44,252,053)

(139,602,307)
22,333

27,877,827
19,606

(139,579,974)

27,897,433

(106,938)

240,119

2,662,074

2,421,955

$

2,555,136 $

2,662,074

Supplemental information on noncash activities:
Noncash increase in property, plant and equipment
Capitalized interest

$

5,555,246 $
(5,555,246)

5,164,140
(5,164,140)

$

- $

$

- $
-

$

- $

$

2,590,195 $
(2,590,195)

$

- $

Loss on inventory write-down
Noncash decrease in construction work in progress
Noncash net decrease in materials and supplies inventory
Noncash federal expenditures
Noncash grants from U.S. Government

See accompanying notes to financial statements.
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80,879,036 $
(30,805,910)
(19,153,019)
(2,518,851)

Unrestricted cash and cash equivalents at end of year

See accompanying notes to financial statements.
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2,439,360
(2,046,667)
(392,693)
1,980,709
(1,980,709)
-
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GUAM WATERWORKS AUTHORITY
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Statements of Cash Flows, Continued
Years Ended September 30, 2014 and 2013

Notes to Financial Statements
September 30, 2014 and 2013

2014
Reconciliation of operating income to net cash provided by
operating activities:
Operating income
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depreciation
Bad debts (recovery)/expense
Increase in assets:
Accounts receivable
Materials and supplies inventory
Prepaid expenses
Increase (decrease) in liabilities:
Accounts payable
Accrued payroll and employee benefits
Employee annual leave
Customer deposits
Other liabilities
DCRS sick leave liability
Net cash provided by operating activities

$

$

See accompanying notes to financial statements.

15,659,791 $

2013

14,319,394
361,281

(1,858,745)
(97,570)
(489)

(3,146,339)
(280,402)
(561,090)

1,817,591
5,085
(26,668)
16,697
(509,738)
44,454

1,261,852
70,579
20,346
(19,907)
432,104
161,400
17,814,045

Reporting Entity
The Guam Waterworks Authority (GWA) is a component unit of the Government of Guam
(GovGuam). GWA is subject to the regulations of the Public Utility Commission of Guam (PUC).
GWA became an autonomous agency in 1996 under Public Law 23-119 and derives its revenues
mainly from its water and wastewater system. The water system is engaged in the production,
treatment, and distribution of water to villages and communities of Guam. The wastewater
system is engaged in the collection and treatment of wastewater from residences and industries
in the villages of Guam. GWA is governed by a five-member elected Consolidated Commission
on Utilities (CCU). PUC determines such matters as rates and charges for services.

5,194,827

13,351,158
(310)

28,401,256 $

(1)

(2)

Summary of Significant Accounting Policies
Basis of Accounting
GWA utilizes the flow of economic resources measurement focus. The financial statements are
prepared in accordance with accounting principles generally accepted in the United States of
America (GAAP) as applied to governmental units using the accrual basis of accounting. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles.
Net Position
Net position represents the residual interest in GWA’s assets after liabilities are deducted and
consists of the following categories:
Net investment in capital assets - include capital assets, restricted and unrestricted, net of
accumulated depreciation, reduced by outstanding debt, net of debt service reserve.
Restricted nonexpendable - net position subject to externally imposed stipulations that require
GWA to maintain them permanently.
Restricted expendable - net position whose use is subject to externally imposed stipulations that
can be fulfilled by actions of GWA pursuant to those stipulations or that expire with the passage
of time.
Unrestricted - net position that is not subject to externally imposed stipulations. Unrestricted net
position may be designated for specific purposes by action by management or the CCU or may
otherwise be limited by contractual agreements with outside parties.
At September 30, 2014 and 2013, restricted net position consists of the following:
2014
Island Water and Sewer Infrastructure Development Fund $
Revenue Fund
Meter reserve
Sewer Hook-up Revolving Fund
Navy surcharge

6,466,443 $
5,575,605
636,592
72,662
183,441

2013
4,875,998
5,341,283
1,116,842
72,475
305,644

$ 12,934,743 $ 11,712,242
All of GWA’s restricted net position is expendable.
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Notes to Financial Statements
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(2) Summary of Significant Accounting Policies, Continued

Summary of Significant Accounting Policies, Continued
Deferred Outflows of Resources

Estimates
The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

In addition to assets, the statements of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources represents a consumption of net position that applies to a future period and so will not
be recognized as an outflow of resources (deduction of net position) until then. GWA has
determined the loss on defeasance of the 2014 series refunding bonds qualifies for reporting in
this category.

Risk Management

Deferred Inflows of Resources

GWA is exposed to various risks of loss; theft of, damage to, and destruction of assets; operation
liability; errors and omissions; employee injuries and illnesses; natural disasters and employee
health, dental and accident benefits. There is commercial insurance coverage obtained to
provide for claims arising from most of these matters. No material losses have been sustained
as a result of GWA’s risk management practices during the past three years.

In addition to liabilities, the statements of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources represents an acquisition of net position that applies to a future period and so will not
be recognized as an inflow of resources (additions to net position) until then. GWA has no items
that qualify for reporting in this category.

Allowance for Doubtful Receivables

Compensated Absences

The allowance for doubtful accounts is stated at an amount which management believes will be
adequate to absorb possible losses on accounts receivable that may become uncollectible based
on evaluations of the collectibility of these accounts and prior collection experience. The
allowance is established through a provision for bad debts charged to expense. Bad debts are
written off against the allowance based on the specific identification method.

Compensated absences are accrued and reported as a liability in the period earned. Annual
leave expected to be paid out within the next fiscal year is accrued and is included in current
liabilities. Employees are credited with vacation leave at rates of 104, 156 or 208 hours per fiscal
year, depending upon their service time with GWA. Accumulation of such vacation credits is
normally limited to 480 hours at fiscal year end; however, management has exercised its authority
in certain conditions to allow accumulation of up to 720 hours. All such vacation credit is
convertible to pay upon termination of employment.

Materials and Supplies Inventory
Materials and supplies inventory is stated at the lower of cost or market with cost determined by
the first-in, first-out method.
Property, Plant and Equipment
Plant in service of $324,988,118 is stated at estimated historical cost as
independent engineering consultant at September 30, 1998.
Plant in
subsequent to that date is stated at cost. Non-utility property and equipment
Depreciation is computed using the straight-line method over the estimated
respective assets. Current policy is to capitalize items over $5,000.

determined by an
service acquired
are stated at cost.
useful lives of the

Noncurrent Restricted Cash and Cash Equivalents
The purpose of noncurrent restricted cash and cash equivalents is for long-term capital
improvements and bond related activities.

During the year ended September 30, 2003, Public Law 27-05 was implemented, reducing the
amount of leave employees can earn in a fiscal year (either 104 or 156 hours) and the maximum
accumulation amount of annual leave to 320 hours. Any annual leave earned in excess of 320
hours, but not to exceed 100 hours as of February 28, 2003 shall be credited to the employees
sick leave. Public Law 27-106 does not allow lump sum compensation or retirement credit for
annual leave in excess of three hundred twenty (320) hours.
Revenue Recognition
Customer water meters are read on a cyclical basis throughout a monthly period based on the
route schedules of GWA. Revenue is recognized in the period that meters are read. Wastewater
treatment is billed at a flat rate of $26.61 per month for residential accounts and 80% of current
water consumption for commercial and government accounts. At the end of each month, unbilled
revenues are accrued for each cycle based on the most recent cycle billing. Unbilled receivables
at September 30, 2014 and 2013 are $2,968,184 and $2,189,562, respectively, and are included
as receivables in the accompanying financial statements.
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Summary of Significant Accounting Policies, Continued

Cash and Cash Equivalents

New Accounting Standards

For purposes of the statements of net position and the statements of cash flows, cash and cash
equivalents is defined as cash deposits in banks, time certificates of deposit, and short-term
investments in U.S. Treasury obligations with initial maturities of three months or less.

During the year ended September 30, 2014, GWA implemented the following pronouncements:


GASB Statement No. 66, Technical Corrections - 2012, which enhances the usefulness of
financial reports by resolving conflicting accounting and financial reporting guidance that
could diminish the consistency of financial reporting. The implementation of this statement
did not have a material effect on the accompanying financial statements.



GASB Statement No. 67, Financial Reporting for Pension Plans, which revises existing
guidance for the financial reports of most pension plans. The implementation of this
statement did not have a material effect on the accompanying financial statements.



GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial
Guarantees, which requires a state or local government guarantor that offers a
nonexchange financial guarantee to another organization or government to recognize a
liability on its financial statements when it is more likely than not that the guarantor will be
required to make a payment to the obligation holders under the agreement. The
implementation of this statement did not have a material effect on the accompanying
financial statements.

For purposes of the statements of cash flows, cash and cash equivalents do not include
restricted cash and cash equivalents.
Investments
Investments and related investment earnings are recorded at fair value. Fair value is the amount
at which a financial instrument could be exchanged in a current transaction between willing
parties, other than a forced or liquidation sale and are primarily determined based on quoted
market value.
Capitalization of Interest
GWA capitalizes interest on construction in progress based on the weighted average interest
rate. During the years ended September 30, 2014 and 2013, interest of $5,555,246 and
$5,164,140, respectively, was capitalized.
Capitalized Labor Costs
GWA capitalizes related labor costs incurred on construction in progress. During the years
ended September 30, 2014 and 2013, labor costs of $1,961,373 and $1,095,619, respectively,
were capitalized.
Operating and Non-Operating Revenue and Expenses
Operating revenues and expenses generally result directly from the operation and maintenance
of GWA. Non-operating revenues and expenses result from capital and financing activities, costs
and related recoveries from natural disasters, and certain other non-recurring income and
expenses.
Grants and Contributions
Grants and contributions consist of government mandated and voluntary nonexchange
transactions as defined by GASB Statement No. 33. Approved capital grants not yet received
approximated $1,264,254 and $322,447 at September 30, 2014 and 2013, respectively.
Income Taxes
As an instrumentality of GovGuam, GWA and all property acquired by or for GWA, and all
revenues and income therefrom are exempt from taxation by GovGuam or by any political
subdivision or public corporation thereof and from all taxes imposed under the authority of the
Guam Legislature, or with respect to which the Guam Legislature is authorized to grant
exemption.
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In June 2012, GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions,
which revises and establishes new financial reporting requirements for most governments that
provide their employees with pension benefits. The provisions in Statement 68 are effective for
fiscal years beginning after June 15, 2014. The implementation of this statement will have a
material effect on the financial statements of GWA and will require restatement disclosure upon
implementation. As of September 30, 2014, the net pension liability that GWA will record upon
implementation of Statement 68 is $39,302,920.
In January 2013, GASB issued Statement No. 69, Government Combinations and Disposals of
Government Operations, which improves accounting and financial reporting for state and local
governments' combinations and disposals of government operations. Government combinations
include mergers, acquisitions, and transfers of operations. A disposal of government operations
can occur through a transfer to another government or a sale. The provisions in Statement 69
are effective for fiscal years beginning after December 15, 2013. Management has not yet
determined the effect of implementation of this statement on the financial statements of GWA
In November 2013, GASB issued Statement No. 71, Pension Transition for Contributions Made
Subsequent to the Measurement Date - an amendment of GASB Statement No. 68, which
addresses an issue regarding application of the transition provisions of Statement No. 68,
Accounting and Financial Reporting for Pensions. The issue relates to amounts associated with
contributions, if any, made by a state or local government employer or nonemployer contributing
entity to a defined benefit pension plan after the measurement date of the government’s
beginning net pension liability. The provisions in Statement 71 are effective for fiscal years
beginning after June 15, 2014. Management does not believe that the implementation of this
statement will have a material effect on the financial statements of GWA.
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Cash and Cash Equivalents and Investments

(3)

The bond indenture agreements for the 2010, 2013 and 2014 series revenue bonds require the
establishment of special funds to be held and administered by trustees and by GWA. In addition,
proceeds from borrowings to fund capital improvements are maintained by GWA in construction
accounts. Funds in these accounts are required by loan agreement or public law to be used to
fund capital improvements.
At September 30, 2014 and 2013, investments and cash held by trustees and by GWA in these
special funds and accounts are as follows:
2014
Held By Trustee
2010 Bond
Indenture Funds

Held By GWA

2014 Bond
Indenture
Funds

2013 Bond
Indenture Funds

2010 Bond
Indenture Funds

2014 Bond
Indenture
Funds

2013 Bond
Indenture Funds

Total

Current restricted cash:
Revenue Fund
Capital Improvement Fund
Operations and
Maintenance Fund

$

-

$

-

$

-

$

-

$

-

$ 5,575,605

$

5,575,605

-

-

-

-

-

3,835,075

3,835,075

-

-

-

-

-

3,083,481

3,083,481

-

-

-

-

-

14,753,392

14,753,392

1,892,850

-

-

-

11,665,718

-

13,558,568

-

-

-

26,766,505

139,110,451

1,161,340

167,038,296

Noncurrent restricted cash:
Operations, Maintenance,
Renewal, and Replacement

Cash and Cash Equivalents and Investments, Continued
Held By Trustee
2005 Bond
2010 Bond
Indenture
Indenture
Funds
Funds
Current restricted cash:
Revenue Fund
Capital Improvement
Fund
Operations and
Maintenance Fund
Noncurrent restricted cash:
Operations,
Maintenance,
Renewal and
Replacement
Revenue
Fund
Capitalized Interest Fund
Construction Fund
Investments:
Bond Reserve Fund
Debt Service Fund

$

-

$

-

2013

Held By GWA
2005 Bond
2010 Bond
Indenture
Indenture
Funds
Funds
$ 5,341,283 $

Total
-

$

5,341,283

-

-

755,844

-

755,844

-

-

2,841,896

-

2,841,896

-

-

14,753,392
1,845,777

1,632,319
52,400,952

14,753,392
1,632,319
54,246,729

7,707,871
1,926,324

7,566,460

-

-

7,707,871
9,492,784

$ 25,538,192 $ 54,033,271

$ 96,772,118

$ 9,634,195 $ 7,566,460

Revenue Fund
Capitalized Interest Fund
Construction Fund
Investments:
Bond Reserve Fund
Debt Service Fund

-

-

7,707,602

-

-

-

7,707,602

7,566,460

12,031,688

388,825

-

-

-

19,986,973

$ 9,459,310

$ 12,031,688

$ 8,096,427

$ 26,766,505

$ 150,776,169

$ 28,408,893

$ 235,538,992

The deposits and investment policies of GWA are governed by 15 GCA 21, Investments and
Deposits, in conjunction with applicable bond indentures. Authorized investments include
obligations issued or guaranteed by the U.S. government or agencies of the U.S. government;
bonds, notes or other indebtedness rated in the highest rating by Moody’s Investors Service
(Moody’s) or Standard & Poor’s Corporation (S&P); obligations issued by the Federal National
Mortgage Association or the Federal Home Loan Mortgage Corporation with remaining maturities
of not more than three years; any bonds or other obligations of any state of the U.S. or any
agency, instrumentality or local government unit of such state which are rated in the highest
rating category of either Moody’s or S&P; demand and time deposits in or certificates of deposit
or bankers acceptances with U.S. domestic banks which have a rating of their short term
certificates of deposit of A-1 or better by S&P and P-1 by Moody’s and mature no more than 360
days after purchase; commercial paper which is rating in the highest classification by S&P and
Moody’s; and money market funds rated AAAm or better by S&P.
A.

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

Cash and Cash Equivalents and Investments, Continued
B.

Investments

As of September 30, 2014 and 2013, the carrying amount of GWA’s total cash and cash
equivalents was $217,387,316 and $90,278,717, respectively, and the corresponding bank
balances were $218,424,173 and $92,138,195, respectively. Of the bank balance amount,
$11,390,125 and $11,469,756, respectively, is maintained in financial institutions subject to
Federal Deposit Insurance Corporation (FDIC) insurance. The remaining amount of
$207,034,048 and $80,668,439, respectively, represents short-term investments held and
administered by GWA’s trustees in GWA’s name in accordance with various trust
agreements and bond indentures. As of September 30, 2014 and 2013, bank deposits in
the amount of $686,482 and $848,256, respectively, were FDIC insured. GWA does not
require collateralization of its cash deposits; therefore, deposit levels in excess of FDIC
insurance coverage are uncollateralized. At September 30, 2014 and 2013, $14,703,643
and $10,621,500, respectively, of cash and cash equivalents are subject to custodial credit
risk.

As of September 30, 2014 and 2013, GWA’s investment in debt securities had the following
maturities:

Restricted cash and cash equivalents consists of cash received for specific capital projects
and for bond indenture related accounts. The composition of current and noncurrent
restricted cash and cash equivalents is as follows:

Investment Type

Current restricted:
Capital projects
Operation and maintenance
Navy surcharge
Meter reserve
Sewer Hook-up Revolving Fund
Revenue Fund
Capital Improvement Fund
Operations and Maintenance Fund
Debt Service Fund
Moratorium project
Island Water and Sewer Infrastructure
Development Fund
Noncurrent restricted:
2005 Bond Indenture Funds:
Operations, Maintenance, Renewal
and Replacement Reserve Fund
Construction Fund
2010 Bond Indenture Funds:
Construction Fund
Capitalized Interest Fund
2013 Bond Indenture Funds:
Construction Fund
Capitalized Interest Fund
Total restricted cash and cash equivalents
24
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2014
$

164,004
6,100
183,441
636,592
72,662
5,575,605
3,835,075
3,083,481
1,342,062
9,308

2013
$

163,899
6,094
305,644
1,116,842
72,475
5,341,283
755,844
2,841,896
1,204,473
299,755

6,466,443
21,374,773

4,875,998
16,984,203

14,753,392
1,161,340

14,753,392
1,845,777

26,766,505
-

52,400,952
1,632,319

139,110,451
11,665,718
193,457,407

70,632,440

$ 214,832,180

$ 87,616,643

2014
Investment Maturities (in years)
Investment Type
U.S. Treasury and Governmental
agency obligations

Fair Value

Less than 1

$ 29,587,425

$ 29,587,425

1-5
$

-

2013
Investment Maturities (in years)
U.S. Treasury and Governmental
agency obligations

Fair Value

Less than 1

$ 17,200,655

$ 17,200,655

1-5
$

-

Credit risk for investments is the risk that an issuer or other counterparty to an investment
will not fulfill its obligations.
GWA’s exposure to credit risk at September 30, 2014 and 2013 is as follows:
2014
Moody’s Rating
AAA

Total
$ 29,587,425

Domestic
$ 29,587,425

International
$

-

2013
Moody’s Rating
AAA

Total
$ 17,200,655

Domestic
$ 17,200,655

International
$

-

Custodial credit risk for investments is the risk that in the event of the failure of the
counterparty to the transaction, GWA will not be able to recover the value of investment or
collateral securities that are in the possession of an outside party. GWA’s investments are
held and administered by trustees. Accordingly, these investments are exposed to custodial
credit risk. Based on negotiated trust and custody contracts, all of these investments were
held in GWA’s name by GWA’s custodial financial institutions at September 30, 2014 and
2013.
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Investments, Continued

Capital asset activities for the year ended September 30, 2013 are as follows:
Estimated
Useful
Lives in
Years

Concentration of credit risk for investments is the risk of loss attributed to the magnitude of
an entity’s investment in a single issuer. GASB Statement No. 40 requires disclosure by
issuer and amount of investments in any one issuer that represents five percent (5%) or
more of total investments for GWA. As of September 30, 2014 and 2013, GWA has no
investment representing five percent (5%) or more of total investments.

Depreciable:
Utility Plant in Service
– Water
Utility Plant in Service
- Wastewater
General Fixed Assets

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of debt instruments. GWA does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.
(4)

Accumulated Depreciation

Property, Plant and Equipment

Non-depreciable:
Land
Construction Work in Progress

Capital asset activities for the year ended September 30, 2014 are as follows:
Estimated
Useful
Lives in
Years
Depreciable:
Utility Plant in Service
– Water
Utility Plant in Service
- Wastewater
General Fixed Assets
Accumulated Depreciation
Non-depreciable:
Land
Construction Work in Progress

Property, Plant and Equipment, Continued

Beginning
Balance
October 1,
2013

Transfers
and
Additions

Transfers
and
Deletions

Ending
Balance
September 30,
2014

10-50

$ 276,615,150

$ 2,174,775

$ (7,386,172)

$ 271,403,753

25-50
5-10

244,132,312
19,292,743

1,597,507
185,495

(686,844)
(543,124)

245,042,975
18,935,114

540,040,205
(244,833,090)

3,957,777
(13,351,158)

(8,616,140)
3,604,005

535,381,842
(254,580,243)

295,207,115

(9,393,381)

(5,012,135)

280,801,599

64,288
26,906,804

32,224,927

(3,957,778)

64,288
55,173,953

$ 322,178,207

$ 22,831,546

$ (8,969,913)

$ 336,039,840

Beginning
Balance
October 1,
2012

Transfers
and
Additions

Transfers
and
Deletions

Ending
Balance
September 30,
2013

10-50

$ 279,765,742

$ 11,726,654

$ (14,877,246)

$ 276,615,150

25-50
5-10

227,270,443
17,049,671

20,228,181
2,271,176

(3,366,312)
(28,104)

244,132,312
19,292,743

524,085,856
(246,558,268)

34,226,011
(14,319,394)

(18,271,662)
16,044,572

540,040,205
(244,833,090)

277,527,588

19,906,617

(2,227,090)

295,207,115

64,288
27,210,416

36,486,293

(36,789,905)

64,288
26,906,804

$ 304,802,292

$ 56,392,910

$ (39,016,995)

$ 322,178,207

As of September 30, 2013, GWA determined that $2,046,667 of distribution line replacement
materials originally recorded to construction work in progress will not be utilized for the intended
project. GWA reclassified the amount to materials and supplies inventory and recorded a 100%
inventory reserve as of September 30, 2013.
(5)

Receivables
Receivables at September 30, 2014 and 2013 are as follows:
Customers:
Private
Government

2014

$ 19,521,128
2,855,237
22,376,365
2,000
1,544,169
758,817
24,681,351

Federal grants receivable
Guam Power Authority
Other
Less allowance for doubtful receivables:
Private
Government

2013
$ 17,542,298
3,298,031
20,840,329
724,581
1,538,306
439,662
23,542,878

(8,449,380)
(8,449,380)
(838,592)
(838,592)
(9,287,972)
(9,287,972)
$ 15,393,379 $ 14,254,906

Substantially all customer receivables are from individuals, businesses and government agencies
located on Guam.
Fire hydrants receivables of $6,546,311 were fully allowed for in the allowance for doubtful
receivables as of September 30, 2012 and were written-off as of September 30, 2013.
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Long-term debt at September 30, 2014 and 2013 is as follows:
Revenue Bonds:
2005 Series revenue bonds, initial face value of
$101,175,000, interest at varying rates from 5.000%
to 5.875% per annum, payable semi-annually in
January and July, principal and mandatory sinking
fund payments in varying annual installments
commencing with a payment of $1,865,000 in July
2008, increasing to $6,810,000 in July 2035.
Refunded through bond Series 2014 in August 2014.
2010 Series revenue bonds, initial face value of
$118,825,000, interest at varying rates from 4.000%
to 5.625% per annum, payable semiannually in
January and July, principal and mandatory sinking
fund payments in varying annual installments
commencing with a payment of $1,055,000 in July
2015, increasing to $14,460,000 in July 2040.
2013 Series revenue bonds, initial face value of
$172,630,000, interest at varying rates from 5.000%
to 5.500% per annum, payable semiannually in
January and July, principal and mandatory sinking
fund payments in varying annual installments
commencing with a payment of $2,695,000 in July
2020, increasing to $25,880,000 in July 2043.
2014 Series refunding bonds, initial face value of
$85,600,000, interest at varying rates from 5.000% to
6.000% per annum, payable semiannually in January
and July, principal and mandatory sinking fund
payments in varying annual installments commencing
with a payment of $2,900,000 in July 2015, maturity
date in July 2035.
Total revenue bonds payable
Less current maturities

$

2014

Annual debt service requirements to maturity for principal and interest are as follows:

2013

- $

Year ending September 30,

88,485,000

28

2015
2016
2017
2018
2019
2020 through 2024
2025 through 2029
2030 through 2034
2035 through 2039
2040 through 2043

Principal
$

3,955,000
4,910,000
5,040,000
5,200,000
5,420,000
38,525,000
57,265,000
73,700,000
87,355,000
95,685,000

$ 377,055,000
Notes Payable:
118,825,000

172,630,000

118,825,000

-

$

19,347,512 $ 23,302,512
19,648,317
24,558,317
19,522,301
24,562,301
19,366,797
24,566,797
19,182,802
24,602,802
87,825,456
126,350,456
77,755,956
135,020,956
63,151,519
136,851,519
45,353,975
132,708,975
20,685,838
116,370,838

$ 391,840,473 $ 768,895,473

-

2013

$ 16,637,110

$ 18,838,786

Note payable to a bank in the original amount of
$5,000,000, interest at 7.75% per annum, due in
monthly installments of principal and interest of
$100,785 through June 2015.

874,453

1,968,184

17,511,563
(3,308,220)
$ 14,203,343

85,600,000

Total

Note payable to a bank in the original amount of
$25,000,000, interest at 7.75% per annum, due in
monthly installments of principal and interest of
$300,027 through June 2015; refinanced principal
balance of $14,856,080, interest at 5.25% per
annum, due in monthly installments of principal and
interest of $285,000 through June 2020.

20,806,970
(3,272,319)
$ 17,534,651

As of September 30, 2014, annual debt service requirements to maturity for principal and interest
are as follows:
Year ending September 30,
2015
2016
2017
2018
2019
Thereafter

Principal
$ 3,308,220
2,737,921
2,887,103
3,042,376
3,206,001
2,329,942
$ 17,511,563
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Interest

2014

Total notes payable
Less current maturities

377,055,000
207,310,000
(3,955,000)
(2,500,000)
373,100,000
204,810,000
5,604,534
(1,492,049)
(2,109,566)
(2,190,245)
2,663,341
$ 375,102,919 $ 205,283,096

Bond premium – 2014 series bonds, net
Bond discount – 2013 series bonds
Bond discount – 2010 series bonds
Bond premium – 2005 series bonds

Long-Term Debt, Continued
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Interest
$
231,087
682,079
532,897
377,624
213,999
48,018
$ 2,085,704

Total
$ 3,539,307
3,420,000
3,420,000
3,420,000
3,420,000
2,377,960
$ 19,597,267
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Long-Term Debt, Continued

2005 Series Revenue Bonds

2013 Series Revenue Bonds, Continued

Proceeds of the 2005 series bonds are to be used for the purpose of funding capital
improvements of water and wastewater systems, refinancing certain outstanding obligations and
loans, financing new water meters, paying capitalized interest and paying related issuance costs.
GWA fully paid a debt to Municipal Services Group, Inc. (MSG) with proceeds from the 2005
bond issuance.

Total bond proceeds were $171,097,017, net of a bond discount of $1,492,049 and GWA
incurred closing costs of $2,961,409. The bond discount has been deferred and amortized on a
straight line basis over the average remaining life of the 2013 bonds.

All gross revenues, except PUC surcharge revenues, of GWA have been pledged to repay the
2005 series bond principal and interest. The debt service for the 2005 series bonds was
$7,704,294 for the year ended September 30, 2013, or approximately 10.5% of pledged gross
revenues.
Total bond proceeds from the 2005 series bonds were $104,779,522, including a bond premium
of $3,604,522 while GWA incurred closing costs totaling $3,128,108. The bond premium was
being deferred and amortized on a straight line basis over the average remaining life of the 2005
bond. On August 7, 2014, the Authority issued 2014 series bonds to refund the outstanding 2005
revenue series bonds.
2010 Series Revenue Bonds
On November 1, 2010, GWA entered into a supplemental indenture agreement for the issuance
of $118,825,000 Water and Wastewater System Revenue Bonds, Series 2010, to finance various
water and wastewater capital improvement projects. The 2010 bonds are limited obligations of
GWA payable solely from and secured by a pledge of revenues as defined in the indenture. The
bonds are subject to mandatory, optional and special redemption prior to maturity.
Total bond proceeds were $116,404,591, net of a bond discount of $2,420,409 and GWA
incurred closing costs of $2,805,108. The bond discount has been deferred and amortized on a
straight line basis over the average remaining life of the 2010 bonds.
Proceeds of the 2010 series bonds are to be used for the purpose of funding capital
improvements of water and wastewater systems, meeting certain requirements of the U.S.
Environmental Protection Agency, to paying capitalized interest, to fund a deposit to the Bond
Reserve Fund, and paying related issuance costs.
All gross revenues, except System Development Charge (SDC) revenues, of GWA have been
pledged to repay the 2010 series bonds principal and interest. The debt service for the 2010
series bonds was $6,516,400 for each of the years ended September 30, 2014 and 2013 or
approximately 9% and 10%, respectively, of pledged gross revenues.
2013 Series Revenue Bonds
On December 12, 2013, the Guam Waterworks Authority issued $172,630,000 Water and
Wastewater System Revenue Bonds, Series 2013, to fund capital improvement projects in
connection with the financing of its 5 year Capital Improvement Plan. A portion of the bond
proceeds was used to fund certain bond reserves, pay for capitalized interest and costs in
connection with the issue but, for the most part, the proceeds will be used to pay for capital
projects.
30

The 2013 Bonds are limited obligations of GWA and are payable solely from, and secured solely
by a lien on and pledge of, revenues to secure the payment of principal and interest on the
Bonds. Revenues consist primarily of all gross income and revenue received by GWA from the
ownership or operation of the System, subject to the provisions of the Indenture and exclusive of
certain surcharges.
The debt service for the 2013 series bonds was $5,158,349 for the year ended September 30,
2014 or approximately 9% of pledged gross revenues.
2014 Series Refunding Bonds
On August 7, 2014, GWA issued the 2014 Bonds to refund all of GWA’s outstanding Guam
Waterworks Authority Water and Wastewater Revenue Bonds, Series 2005, and to pay costs of
issuing the 2014 Bonds. The proceeds for the refunding were transferred to an escrow agent
who used the proceeds to purchase U.S. Treasury Securities which are to be held by the escrow
agent in an irrevocable trust to pay the redemption price of the 2005 bonds and interest thereon
to become due on or prior to July 1, 2015 (redemption date). The advance refunding met the
requirements of an in-substance defeasance and the 2005 bonds were removed from the
accompanying financial statements. The advance refunding resulted in a loss on defeasance of
$2,468,670 representing the difference between the reacquisition price and the carrying amount
of the 2005 bonds. Although the advance refunding resulted in the recognition of an accounting
loss, GWA in effect reduced its aggregate debt service payments by almost $13,873,732 over the
next twenty years and obtained an economic gain (difference between the present values of the
old debt and the new debt service payments) of $8,352,503.
The Bonds are limited obligations of GWA and are payable solely from, and secured solely by a
lien on and pledge of, revenues to secure the payment of principal and interest on the Bonds.
Revenues consist primarily of all gross income and revenue received by GWA from the
ownership or operation of the System, subject to the provisions of the Indenture and exclusive of
certain surcharges.
Total bond proceeds were $92,533,037, including net bond premium of $5,619,665 and funds
from deposit in 2005 Bond Fund and Bond Reserve Fund of $1,284,068. GWA incurred closing
costs of $1,536,177. The net bond premium has been deferred and is being amortized on a
straight line basis over the average remaining life of the 2014 bonds.
The debt service for the 2014 series bonds will commence on January 1, 2015.
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Bank Loans

Changes in Long-Term Liabilities, Continued

On June 15, 2010, GWA entered into a $30 million bank loan for the purpose of: (a) funding a
portion of the cost of a moratorium project, (b) funding the Operation, Maintenance, Renewal and
Replacement Reserve Fund and Operations and Maintenance Fund as defined in the bond
indenture agreements for the 2005 series revenue bonds, and (c) payments of accounts payable
and other purposes. The loan is guaranteed by the Government of Guam and is entitled to the
full faith and credit of the Government of Guam.
Pursuant to the loan, GWA pledged all
revenues but subject first, to a consent decree, and second, to the prior pledge and lien and other
provisions of the bond indenture agreements for the 2005 series revenue bonds refunded
through 2014 series revenue bonds in 2014.

Outstanding
October 1,
2012
Long-term debt:
2010 series A bonds
2005 series A bonds
Notes payable
Deferred amount:
Unamortized premium on 2005
bonds issued
Unamortized discount on 2010
bonds issued

Changes in Long-Term Liabilities:
The following summarizes changes in GWA’s long-term liabilities for the years ended September
30, 2014 and 2013:
Outstanding
October 1,
2013
Long-term debt:
2010 series A bonds
2013 series A bonds
2014 series A and B bonds
2005 series A bonds
Notes payable
Deferred amount:
Unamortized premium on 2005
bonds issued
Unamortized discount on 2010
bonds issued
Unamortized discount on 2013
bonds issued
Unamortized premium on 2014
bonds issued
Unamortized discount on 2014
bonds issued

Increases

Decreases

$ 118,825,000 $
- $
- 172,630,000
- 85,600,000
88,485,000
- (88,485,000)
20,806,970
(3,295,407)

2,663,341

-

(2,190,245)

-

(2,663,341)

-

80,679

(2,109,566)

-

-

(1,492,049)

-

-

5,619,665

-

5,619,665

-

1,345,490
1,211,126
169,228

(15,131)

820,642
44,454
71

-

(15,131)

-

(94,363,069)

396,569,482

7,263,220

(847,310)
-

1,318,822
1,255,580
169,299

515,874
-

$ 231,315,910 $ 263,207,652 $ (95,210,379)
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$ 118,825,000 $ 1,055,000
172,630,000
85,600,000
2,900,000
17,511,563
3,308,220

-

Other:
Employee annual leave
DCRS sick leave liability
Advances for construction

$ 118,825,000
90,865,000
23,925,764

$ 399,313,183 $ 7,779,094

(7)

Increases
$

Decreases

- $
(2,380,000)
(3,118,794)

Outstanding
September 30,
2013

Current

$ 118,825,000 $
88,485,000
2,500,000
20,806,970
3,272,319

2,783,492

-

(120,151)

2,663,341

-

(2,270,926)

-

80,681

(2,190,245)

-

234,128,330

-

(5,538,264)

228,590,066

5,772,319

1,325,144
1,049,726
169,162

822,045
161,400
66

(801,699)
-

1,345,490
1,211,126
169,228

502,367
-

$ 236,672,362
Current

(1,492,049)

-

32

Outstanding
September 30,
2014

-

228,590,066 262,342,485
Other:
Employee annual leave
DCRS sick leave liability
Advances for construction

Long-Term Debt, Continued

$ 983,511 $ (6,339,963)

$ 231,315,910 $ 6,274,686

Employees' Retirement Plan
Defined Benefit Plan
Plan Description:
GWA participates in the GovGuam Defined Benefit (DB) Plan, a cost-sharing multiple-employer
defined benefit pension plan administered by the GovGuam Retirement Fund (GGRF). The DB
Plan provides retirement, disability, and survivor benefits to plan members who enrolled in the
plan prior to October 1, 1995. Cost-of-living adjustments are provided to members and
beneficiaries at the discretion of the Guam Legislature. Article 1 of 4 GCA 8, Section 8105,
requires that all employees of GovGuam, regardless of age or length of service, become
members of the DB Plan prior to the operative date. Employees of a public corporation of
GovGuam, which includes GWA, have the option of becoming members of the DB Plan prior to
the operative date. All employees of GovGuam, including employees of GovGuam public
corporations, whose employment commences on or after October 1, 1995, are required to
participate in the Defined Contribution Retirement System (DCRS). Hence, the DB Plan became
a closed group.
A single actuarial valuation is performed annually covering all plan members and the same
contribution rate applies to each employer. GGRF issues a publicly available financial report that
includes financial statements and required supplementary information for the DB Plan. That
report may be obtained by writing to the Government of Guam Retirement Fund, 424 A Route 8,
Maite, Guam 96910, or by visiting GGRF’s website – www.ggrf.com.
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Employees' Retirement Plan, Continued

Defined Benefit Plan, Continued

Defined Contribution Plan, Continued

Funding Policy:

GWA’s contributions to the DCRS Plan for the years ended September 30, 2014, 2013 and 2012
were $2,495,968, $2,374,906 and $2,345,226, respectively.

As a result of actuarial valuations performed as of September 30, 2012, 2011, and 2010,
contribution rates required to fully fund the Retirement Fund liability, as required by Guam law, for
the years ended September 30, 2014, 2013 and 2012, respectively, have been determined as
follows:
2014

2013

2012

16.61%
9.50%

17.52%
9.50%

17.07%
9.50%

7.11%

8.02%

7.57%

Employer portion of normal costs (% of total payroll)
Unfunded liability cost (% of total payroll)

2.39%
24.01%

3.00%
24.33%

3.03%
23.75%

Government contribution as a % of total payroll

26.40%

27.33%

26.78%

Statutory contribution rates as a % of DB Plan payroll:
Employer

30.03%

30.09%

28.30%

9.50%

9.50%

9.50%

Normal costs (% of DB Plan payroll)
Employee contributions (DB Plan employees)
Employer portion of normal costs (% of DB Plan payroll)

Employee

Public Law 26-86 allows members of the DCRS to receive a lump sum payment of one-half of
their accumulated sick leave upon retirement. GWA has accrued an estimated liability of
$1,255,580 and $1,211,126 at September 30, 2014 and 2013, respectively, for potential future
sick leave payments as a result of this law. However, this amount is an estimate and the actual
payout may be materially different than estimated.
GovGuam, through its substantive commitment to provide other post-employment benefits
(OPEB), maintains a cost-sharing multiple employer defined benefit plan to provide certain
postretirement healthcare benefits to retirees who are members of the GovGuam Retirement
Fund. Under the Plan, known as the GovGuam Group Health Insurance Program, GovGuam
provides medical, dental, and life insurance coverage. The retiree medical and dental plans are
fully-insured products provided through insurance companies. GovGuam shares in the cost of
these plans, with GovGuam’s contribution amount set each year at renewal. Current statutes
prohibit active and retired employees from contributing different amounts for the same coverage.
As such, GovGuam contributes substantially more to the cost of retiree healthcare than to active
healthcare. For the life insurance plan, GovGuam provides retirees with $10,000 of life insurance
coverage through an insurance company. Retirees do not share in the cost of this coverage.
Because the Plan consists solely of GovGuam’s firm commitment to provide OPEB through the
payment of premiums to insurance companies on behalf of its eligible retirees, no stand-alone
financial report is either available or generated.

GWA’s contributions to the DB Plan for the years ending September 30, 2014, 2013 and 2012
were $1,191,600, $1,274,361 and $1,251,402, respectively, which were equal to the required
contributions for the respective years then ended.

Other Post Employment Benefits
For the years ended September 30, 2014, 2013 and 2012, GWA reimbursed GovGuam for
certain supplemental benefits for retirees, including contributions for the abovementioned Plan,
as follows:

Defined Contribution Plan
Contributions into the Defined Contribution Retirement System (DCRS) plan by members are
based on an automatic deduction of 5% of the member’s regular base pay. The contribution is
periodically deposited into an individual investment account within the DCRS. Employees are
afforded the opportunity to select from different investment accounts available under the DCRS.
Statutory employer contributions into the DCRS plan for the years ended September 30, 2014
and 2013 are determined using the same rates as the DB Plan. Of the amount contributed by the
employer, only 5% of the member’s regular pay is deposited into the member’s individual
investment account. The remaining amount is contributed towards the unfunded liability of the
defined benefit plan.
Members of the DCRS plan, who have completed five years of government service, have a
vested balance of 100% of both member and employer contributions plus any earnings thereon.
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2014
Supplemental benefits
Contribution to GovGuam
(COLA payments)
Medical and dental
(8)

$

300,000

2013
$

455,675

2012
$

461,313

523,800
1,695,051

320,100
1,642,574

304,700
1,496,570

$ 2,518,851

$ 2,418,349

$ 2,262,583

Real Estate Property Transferred by Government of Guam
The Government of Guam, pursuant to Public Law 23-119, assigned to GWA various real estate
property under GWA’s administration. As of September 30, 2014 and 2013, the property has not
been recognized in the financial statements pending completion of formal transfer proceedings.
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Agreements with the United States Navy

(10) Commitments and Contingencies, Continued

Pursuant to a Memorandum of Agreement, the U.S. Navy supplies water through its water
system to GWA for distribution and resale to non-military customers. Total purchases from the
U.S. Navy for the years ended September 30, 2014 and 2013 are $5,179,240 and $4,570,862,
respectively.
(10) Commitments and Contingencies

Operating Lease, Continued
In February 2015, GWA moved to a new building owned by GPA. GWA does not currently have
a signed lease agreement with GPA but pays for its share of building maintenance costs. GWA
may be billed for rent expense in the future upon a decision of the CCU.
Medicare

Merit System
In 1991, Public Law 21-59 was enacted to establish a bonus system for employees of GovGuam,
autonomous and semi-autonomous agencies, public corporations and other public
instrumentalities of GovGuam who earn a superior performances grade. The bonus is calculated
at 3.5% of the employee's base salary beginning 1991. GWA did not calculate or pay any
bonuses pursuant to the law from 1991 through 2012. As of September 30, 2014, GWA has not
assessed the impact of the requirements of the law for fiscal years 1991 to 2013. Therefore, no
liability which may ultimately arise from this matter has been recorded in the accompanying
financial statements.

The Government of Guam and its component units, including GWA, began withholding and
remitting funds to the U.S. Social Security System for the health insurance component of its
salaries and wages effective October 1998. Prior to that date, the Government of Guam did not
withhold or remit Medicare payments to the U.S. Social Security System. If the Government is
found to be liable for Medicare payments on salaries and wages prior to October 1998, an
indeterminate liability could result. It has been the practice of GWA and all other component
units of the Government of Guam that payment of this health insurance component is optional
prior to October 1998. Therefore, no liability for any amount which may ultimate arise from this
matter has been recorded in the accompanying financial statements.

Claims

Single Audit Questioned Costs

Due to the nature of its operations, GWA is subject to various claims by private and governmental
customers and vendors for various alleged losses. Because an estimate of the amount or range
of potential loss cannot be determined at this time, no provision for any liability that may result
from such claims has been made in the accompanying financial statements.

GWA undergoes annual compliance audits to satisfy federal grantor requirements. Cumulative
questioned costs of $330,931 exist from these audits as of September 30, 2014. The questioned
costs will be resolved by the applicable grantor and due to GWA’s inability to predict the ultimate
outcome of this matter, no provision for any liability, if any, that may result from this matter has
been made in the accompanying financial statements.

Contract Commitments

Court Order

Contract commitments in connection with projects currently in construction approximate
$21,082,176 at September 30, 2014, of which $1,264,254 will be funded by federal contracts
from the U.S. Government.

In 2002, the U.S. Government filed a complaint against GWA and the Government of Guam for
alleged violations under the Federal Clean Water Act (CWA) and the Safe Drinking Water Act
(SDWA). Because of GWA’s non-compliance with the National Primary Drinking Water
Regulations, the U.S. Government is seeking both civil penalties and injunctive relief to address
such non-compliance. Both GWA and the U.S. Department of Justice, Environmental and
Natural Resources Division, mutually agreed in the form of a Court Order to resolve the violation
issues.

Program Management Office Services
On February 6, 2012, GWA entered into a contract for Program Management Office (PMO)
services to provide a wide variety of as needed program management services and general staff
assistance for the development of required utility infrastructure improvements. The PMO
provides GWA with additional resources to address the deadlines defined in the November 10,
2011 court order and supports GWA staff in executing 2010 and 2013 Series Bond funded
projects, military buildup, and other related tasks. The PMO contract is for a five-year period with
an option to extend for two two-year periods. Contract commitments for the PMO services
approximate $2,722,426 as of September 30, 2014.
Operating Lease

On June 5, 2003, a Court Order for Preliminary Relief was filed before the District Court of Guam.
The Stipulation requires implementation of short-term projects and initial planning measures by
GWA. GWA is required to submit a final financial plan in the Master Plan that generates
sufficient revenue to cover the cost of all compliance activities and deliverables required by the
Court Order for Preliminary Relief, as well as any other anticipated expenses, including any
measures necessary to ensure compliance with the CWA and the SDWA and costs related to the
infrastructure improvements identified in the Master Plan.

In January 2012, GWA entered into a three year office space lease with a monthly rental of
$13,655 expiring in January 2015. Future minimum lease payments in 2015 total $47,792.
Rent expense under this agreement totaled $163,860 during the years ended September 30,
2014 and 2013.
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(10) Commitments and Contingencies, Continued

(13) Supplemental/COLA Annuities

Court Order, Continued
In 2006, the Court Order was amended which required GWA to perform approximately $220
million worth of capital improvement projects and perform other actions to bring GWA’s system
into compliance. However, GWA was unable to meet all deadlines set out in the amended Court
Order. The District Court ordered the parties to stipulate as to scope of remaining projects and
project completion dates; however, the parties were unable to reach an agreement on all items.
As a result, on November 10, 2011, the District Court issued an order setting new deadlines for
the unfinished projects and establishing new projects that were not part of the amended Court
Order. As of September 30, 2014, the financial impact of the order has not been fully known and
has been estimated to cost approximately $450 million to $500 million, including financing costs.
Primary Treatment Permits
On November 29, 2011, the United States Environmental Protection Agency (USEPA) informed
GWA that its primary treatment permits for the Hagatna and Northern District Wastewater
Treatment Plants had been denied and that GWA would be required to upgrade the plants to
secondary treatment. The upgrades have been estimated to cost approximately $300 million.
GWA intends to negotiate with the USEPA on the timelines for upgrading the plants, which will
determine implementation schedule for secondary treatment.
(11) Other Matters
On December 31, 1989, the Government of Guam issued general obligation Water System
Revenue Bonds, Series 1989, in the amount of $49,190,000. The bonds have been issued for
the purpose of expanding and improving the existing water system of the Government operated
by GWA. The bond obligation liability is recognized by the Government of Guam and is not
reflected as a liability of GWA.
(12) Contributions Received
Contributions received by GWA during the years ended September 30, 2014 and 2013, are as
follows:
2014
2013
Grants from U.S. Government:
Received from the USEPA
$ 3,130,105
$ 2,528,785
Passed through from the Government of Guam
429,400
1,951,783
$ 3,559,505
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$ 4,480,568

As required by Public Law 26-49, as amended by Public Law 27-106, GWA must pay to the
Government of Guam Retirement Fund certain supplemental benefits for retirees. During the
years ended September 30, 2014 and 2013, GWA levied surcharges of $2,712,221 and
$2,153,031, respectively, in accordance with this legislation. The supplemental benefits are
derived from an annual appropriation by the Guam Legislature and do not relate to covered Plan
benefits.
(14) PUC Surcharge
The Public Utilities Commission ordered an 11.5% regulatory surcharge effective for meters read
after October 1, 2001, to enable GWA to retire its obligations to both Guam Power Authority
(GPA) and the Guam Telephone Authority (GTA). The order stipulated that monthly payments be
made to both GPA and GTA. Payments to GPA should be no less than $75,000 per month, after
the required $50,000 payment to GTA, payment of the PUC’s annual administrative assessments
and payment of PUC invoices in excess of 60 days.
On May 9, 2002, the Guam Legislature passed Public Law 26-81, which established a one-year
moratorium on the 11.5% surcharge, wherein GWA was prohibited for the moratorium period
from any further billings of the surcharge. Additionally, in order for GWA to pay its debt to GPA,
the law appropriated $2.75 million to GWA from a bond re-financing. In May 2003, the one year
moratorium expired and proceeds from the renewed surcharge of 9.60% have gone toward
GWA’s obligation to GPA and, effective October 2003, also to the obligation to the U.S. Navy.
Effective October 1, 2011, the surcharge was reduced to 2%. In July 2012, the surcharge was
discontinued since the obligations to GPA and the U.S. Navy were paid in full. During the years
ended September 30, 2014 and 2013, revenues from the surcharge were $0 and $229,
respectively.
In addition, proceeds from a legislative surcharge of 3.9% and 5.6% for fiscal years 2014 and
2013, respectively, are earmarked to pay benefits for GWA’s supplemental annuity for retirees.
During the years ended September 30, 2014 and 2013, revenues from the legislative surcharge
were $2,712,221 and $2,153,031, respectively.
(15) System Development Charge
On January 29, 2010, PUC approved the implementation of a water and sewer SDC which
authorized GWA to charge water and wastewater SDC to applicable customers on and after
March 2, 2010. SDC revenues generated and collected are to be expended for costs associated
with the construction, expansion, upgrade, and repair of water and wastewater facilities for users
who are for the first time connecting property into the Guam water or wastewater system or for
builders if the density of the existing connection is increased. SDC revenues may also be used to
pay the principal sum and interest and other finance costs on bonds, notes or other obligations
issued by or on behalf of GWA to finance such capital improvements or facilities expansion or
renovations. During the years ended September 30, 2014 and 2013, SDC revenues were
$1,632,755 and $1,369,778, respectively.
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Schedule 1
Schedule of Funding Progress and Actuarial Accrued Liability - Post
Employment Benefits Other than Pension

(16) Related Party Transactions
GWA receives electrical and administrative services from GPA, a component unit of the
Government of Guam also governed by the CCU. Electricity purchases from GPA for the years
ended September 30, 2014 and 2013 were $16,426,402 and $17,508,372, respectively, and
GWA was also charged $764,950 and $212,731, respectively, for administrative services
provided by GPA. Outstanding payables for power purchases, administrative expenses and cost
reimbursements owed by GWA to GPA were $2,987,022 and $2,568,473 as of September 30,
2014 and 2013, respectively.
For the years ended September 30, 2014 and 2013, GWA billed GPA a total of $1,255,765 and
$1,244,392, respectively, for water and sewer charges on the facilities transferred by the Navy to
GPA. The amount due from GPA as of September 30, 2014 and 2013 were $1,544,169 and
$1,293,557, respectively, which is included in receivables in the accompanying statements of net
position.
GWA receives waste disposal services from Guam Solid Waste Authority (GSWA). Waste
disposal fees for the years ended September 30, 2014 and 2013 were $1,494,012 and $988,876,
respectively. Outstanding payables for waste disposal fees owed by GWA to GSWA were
$390,720 and $267,742 as of September 2014 and 2013, respectively, and were included in
trade accounts payable in the accompanying statements of net position.
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The Schedule of Funding Progress presents GASB 45 results of Other Post Employment Benefits (OPEB) valuations as of fiscal year ends
September 30, 2011, 2009, and 2007 for the Guam Waterworks Authority's share of the Government of Guam Post Employment Benefits
other than Pensions. The schedule provides an information trend about whether the actuarial values of Plan assets are increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial
Valuation Date

Actuarial
Value of
Assets

Actuarial
Accrued
Liability (AAL)

October 1, 2007

$

-

$

26,386,000

October 1, 2009

$

-

$

October 1, 2011

$

-

$

Unfunded
AAL (UAAL)

$

Funded
Ratio

Covered
Payroll

UAAL as a %
of Covered
Payroll

26,386,000

0.0%

$

11,071,238

238.3%

34,026,487 * $

34,026,487 *

0.0%

$

13,281,521

256.2%

38,357,000

38,357,000

0.0%

$

13,410,801

286.0%

$

* No formal valuation was performed. The liabilities as of October 1, 2009 represent discounted October 1, 2011 liabilities.
The actuarial accrued liability presented above is only for GWA's active employees. It does not include the actuarial accrued liability for
GWA's retirees, which was not separately presented in the OPEB valuation.
See Accompanying Independent Auditors' Report.
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Schedule 2
Schedule of Certain Operating and Maintenance Expenses
Years Ended September 30, 2014 and 2013

Schedule 3
Schedule of Construction Work in Progress
Year Ended September 30, 2014

2014
Salaries, wages and benefits:
Regular, differential and hazardous pay
Pension costs and other benefits
Overtime pay

2013
Project Title

$

Total salaries, wages and benefits

$

Administrative and general:
Chemicals
Materials and supplies
Insurance
Transportation
Public Utility Commission
Communications
Training
Advertising
Liability claims
Miscellaneous

$

Total administrative and general

$

Contractual:
Labor, materials and others
Equipment rental
PMC management
Property rental
Testing
Accounting
Legal

$

Total contractual
Other expense:
Interest expense
Retiree healthcare costs and other benefits

13,180,236
4,964,306
1,031,348

$

19,175,890

$

1,685,261
1,331,986
1,257,144
697,226
311,131
182,792
170,845
88,561
51,626
458,408

$

6,234,980

$

13,701,320
5,130,117
1,227,403
20,058,840
1,383,500
1,225,417
1,259,930
702,831
397,205
183,629
127,209
110,517
85,812
531,058
6,007,108

1,655,557 $
337,293
289,690
163,861
150,644
83,611
414

1,311,272
431,154
1,138,425
163,861
231,626
441,858
15,397

$

2,681,070 $

3,733,593

$

20,031,506 $
2,518,851

13,538,467
2,418,349

$

22,550,357 $

15,956,816

Baza Gardens Treatment Plant
Barrigada Tank Replacement
and Refurbishment
Bio Solids Management Plan
Central Wastewater
Moratorium Project
Chaot and Agana Heights Reservoirs
Distribution Line Replacement
General Plant Improvements
Ground Water Chlorination
Groundwater Under the Direct
Influence (GWUDI) Project
Hagatna Wastewater Treatment Plant
Island-Wide Real Property
Survey and Mapping
Leak Detection/Line Replacement Program
Leak Repair Program
Mechanical/Electrical Equipment
Meter Replacement Program
Northern District Wastewater
Treatment Interim Primary
Treatment Improvements Project
Ordot/Chalan Pago 2B
Program Management for CWIP Projects
SCADA Project
Sinajana Transmission Line
Southern Sewer Basin SSES
Ugum Treatment Plant Rehabilitation
Wastewater System Upgrades
Water Reservoir Condition
Assessment and Rehabilitation
Well Site Rehabilitation and
New Well Site Development
All Others

Beginning
Balance
2013

Type
Wastewater

$

23,786 $

Closed out
during
FY2014

Ending
Balance
2014

(23,786) $

711,529

Water
Water

6,684,148
136,505

3,120,589
-

(672,414)
(136,505)

9,132,323
-

Wastewater
Water
Water
Water/Wastewater
Water

3,938,595
633,732
440,268
1,366,795
19,949

7,847,427
2,647,094
(372,892)
144,104
-

(67,376)
(142,959)
-

11,786,022
3,280,826
1,367,940
19,949

Water
Wastewater

246,323
540,163

67,693
46,277

(280,075)
-

33,941
586,440

Water
Water
Water
Water
Water

530,015
20,166
25,058
1,011,544

92,897
456,858
893
155,706
3,000,052

(455,904)
(693,695)

622,912
21,120
25,951
155,706
3,317,901

Wastewater
Wastewater
Water/Wastewater
Water
Water
Wastewater
Water
Wastewater

504,996
622,341
1,433,286
911,441
79,265
884,952
200,970

1,716,870
2,268,272
515,519
107,345
198,205
21,385

(468,721)
-

1,753,145
622,341
3,701,558
1,426,960
79,265
992,297
198,205
222,355

Water

1,999,800

455,918

Water
Water/Wastewater

1,858,513
2,106,450

73,303
9,637,624

$

See accompanying independent auditors' report.

See accompanying independent auditors' report.
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711,529 $

Additions
and
Transfers
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26,906,804 $

32,224,925 $

-

2,455,718

(1,016,342)

1,931,816
10,727,732

(3,957,776) $

55,173,953
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Schedule 4
System Development Charge Fund
Schedule of Net Position, Revenue, Expenses and Changes in Net Position
September 30, 2014 and 2013

Schedule 5
Schedule of Operating Revenues
Years Ended September 30, 2014 and 2013

2014

ASSETS
2014
Current assets:
Restricted cash
Receivables

$
$

2013

6,466,443
141,168

$

6,607,611

$

4,875,998
82,588
4,958,586

LIABILITIES AND NET POSITION
Current liabilities:
Due to GWA

$

Net position:
Restricted

8,242

$

6,599,369
$

6,124
4,952,462

6,607,611

$

4,958,586

1,632,755
14,152

$

1,369,778
15,276

Water

$

Wastewater

1,646,907

1,385,054

-

3,866

Change in net position

1,646,907

1,381,188

Net position at beginning of year

4,952,462

3,571,274

Expenses:
Miscellaneous

Net position at end of year

$

6,599,369

$

$

45,348,731
25,827,703

Surcharges:
Legislative
PUC

2,712,221
-

2,153,031
229

System development charge

1,632,755

1,369,778

573,483

462,030

Other
Bad debts (expense) recovery

310

Total operating revenues

$

See accompanying independent auditors' report.
$

49,899,212
27,903,413

REVENUES, EXPENSES AND CHANGES IN NET POSITION
Revenues:
System development charge
Other revenues

2013

4,952,462

See accompanying independent auditors' report.

44

45

72

73

82,721,394

(361,281)
$

74,800,221

GUAM WATERWORKS AUTHORITY
(A Component Unit of the Government of Guam)
Schedule 6
Schedule of Employee and Other Data
Years Ended September 30, 2014 and 2013

2014
Department
Board

Full-Time

Personnel

Contractual

Materials and

Employees

Services

Services

Supplies

- $

176,723 $

- $

Total
- $

176,723

Administration

44

4,860,706

731,306

161,251

5,753,263

Accounting

20

1,365,246

95,100

280,759

1,741,105

Engineering

28

1,642,709

-

7,428

1,650,137

Collection and Distribution

57

4,064,780

1,409,192

231,669

5,705,641

Utility Services

47

858,618

32,440

14,020

905,078

Production and Treatment

105

6,207,108

413,032

636,859

7,256,999

Total

301 $

2,681,070 $

1,331,986 $

23,188,946

19,175,890 $

2013
Department
Board

Full-Time

Personnel

Contractual

Materials and

Employees

Services

Services

Supplies

- $

203,513 $

3,580 $

Total
- $

207,093

Administration

41

3,082,877

1,021,456

75,020

4,179,353

Accounting

22

1,502,500

365,672

258,688

2,126,860

Engineering

28

2,195,165

811

5,377

2,201,353

Collection and Distribution

63

4,512,172

1,926,162

281,375

6,719,709

Utility Services

51

2,195,047

49,234

52,373

2,296,654

Production and Treatment

110

6,367,566

366,678

552,584

7,286,828

Total

315 $

3,733,593 $

1,225,417 $

25,017,850

20,058,840 $

See accompanying independent auditors' report.
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