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Both 1998 and 1999 were exwiting and dynamic periods [or the Guam Power Authority. The
staff and management of GPA strived to overcome challenges to continue providing reliable
dlectrical services as safely, efficiently and economically.as possible to the ratgpayers of Guam.

Newly forged partnerships with independent power producers have protided an additional 190
megawalts of generation. capacity supporting inereases in demand. GEA can now focus on
improving efficienqy with existing generation facilities to further increase reliability of these
Beneration assels.

Other areas of improvement in. customer services was the implemeniation of the Levelized Fuel
Adjustment Charge (LEAC) therely allowing GPA o stabilize a customers bill and eliminate
fuel cost fluctuations caused by shifting otl prices. Capital Inprovement Projects like the San
Vitores Substation will seive the growth' of commerce within Phase Il of the Tumon
Redevelopment Plan. Also, line extension projests within the Tha, Matagua and Pigiua subdi-
visions brought government back to the people sparing development and allowing these future
homemeners the opporturity to fimprove the quality of thetr lives by providing the infrastructire
needed 1o build thefr new bomes.

We remain confident that GPA, with its commitment towards providing improved service; il
lead us to further success dn the millennizenm

St Yir'os Ma ase,

o

Governonr Ligutenant Governor
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It has been the pleasure of this Board to bave been a part of the growth bere at
Guam. Power Authority. Tmprovements in many areqs of the Authority continue
to challenge the workforce by encouraging innovative thinking to everyday situa-
tions. Many of the accomplishments reflest this forethoughb with improvements i1
reliability.

Examples of this forethought are evident with mary of the pole hardening and
underground projects completed or on-going within the community. Projects
directly related to supporting the growth of the visitor industny. The San Vitores
Substation will allow GPA to encourage development by supporting the addition-
al load growth with the completion of Phase 11 of the Tumon Redevelopment Plan.
The completion of the Umatae Substation in Avugust of 99 was specifically designedd
to support load growth in the southern end of Guam and provide back-up feeders
to-and from Talafofo and Apra. In.conjunctionwith this project, the Apra-Umatac
345 BV transmission line ta service Umatac Substation from the Apra substation.
will be completed, later this year.

These. are just exampies of the many projects within GPA focused on improving
servige and tncreasing system reliability. We, as the GPA Board of Directors, are
confident that GPA is on-track with renewed vigor towards providing reliable
electrical service as economically, safely and efficiently to our ratepayers.




It is myy great pleasure fo present to you the Guam Power Authority's Annual Report
eonsalidating fiscal years 1998 and 1999. The Authority bas changed significantly
over: the past 32 years of public service with the development of the tourisn industry
and the implementation of the Customer Services Agreement with the T.S. Nauy.
@rowth ofthe residential and commercial aspects of our customer base bave contin-
ually ehallenged the Authority to meet a grouing need for expanded services te.
Demangd Side Management. It 15 this inerease in customer services that drives the
planning for future capitalimprovement projects and-innovative approaches to every-
day situations,

During 1998, the completion of the Energy Conversion Agreements (ECA) with three
independent power producers bave addressed eritical issues with spinning reserves
within generation assets and GPA'S ability to meet future electrisity demands. The
inclusion of the IPPs bas provided a positive model for efficient operations and bas
egffectively challenged the Authority to reesamine current operations for more cast-
effestive methods tnereasing efficiency within OEM.

More notable accomplisbments tn 1999 such as the line extension projects to families
in Iba, Matagua and.Pigua bave enabled development in these areas increasing the
quality of life for the families in these new subdivisions. Ofber projects such as the new
Piti-Harmon 115 kv line project and the San Vitores-Tamuning transnrission line to
support the completion of Phase T of the Tumaon Redevelopment Plan. will strengthen
our transmission & distribution facilities.

The above-mentioned projectreépresents only the "tip of theiceberg! of aggressive efforts
GPA bas underiaken to improve not only reliability, but mast important to the




Throughout Fiscal Years 1998 and 1999, GPA has com-
pleted many project focused on improving system relia-
bility and service. Many areas of GPA contributed to the
planning, project management and coordination of
resources involved with project scope of work involving
millions of ratepayer and bond funded moneys.

Transmission Projects: Enables GPA to serve large
areas of load growth.
 Piti-Harmon 115kv Transmission Line: provides
redundant 115kv transmission capabilities to
Harmon Substation vs. reliability through 115kv §
line on Nimitz Hill
« 115 kV Piti Substation project: expands GPA sub
station capabilities for future load growth
* Cabras-Piti 115kv line:
* San Vitores-Tamuning transmission line construction started

support IT of ; ‘

Tumon Redevelopment Plan San Vitores-Hagitiia transmission line to begin later this s

year : e
 Agat-Umatac transmission line: to be completed this year; enables GPA to energize & S

Umatac Substation T
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Substation Projects: Enables GPA to provide reliable service to large load growth areas
with adequate power supply.
» Umatac Substation: completed last year; awaiting completion of Agat-Umatac
transmission line to service load growth in this southern part of Guam.
* San Vitores Substation: completed last year ahead of schedule; awaiting completion -~
of San Vitores-Tamuning transmission line to support Phase II of Tumon
Redevelopment Plan.

Transmission & Distribution: GPA completed line extension projects to families in the
following subdivision areas to build homes and support growth in their communities.

e Tha

* Chamorro Landtrust property in Dededo

* Matagua

* Pigua

Computer Maintenance Management Program (CMMS): GPA maintenance manage-
ment program is installed within a majority of the maintenance group sections in GPA. The =~
CMMS allows GPA planners to better schedule maintenance, manpower and requisition of £
materials.

Levelized Fuel Charge (LEAC): The Public Utilities Commission (PUC) authorized GPA ,,_,
to enter into a LEAC agreement in March of 1999. The LEAC allows GPA to stabilize
customer’s bill and eliminate fuel cost fluctuations caused by shifting oil prices.

Refinancing of 1992 and 1994 series Bonds: The Guam Power Authority became the first

agency within the Government of Guam to receive favorable bond ratings from the bond =
rating firms of Moody’s, Fitch and Standard & Poors. The Authority sought the refinancing
of existing 1992 and 1994 series bonds on the market. The three firms upgraded GPA bond =5srmi o in o
rating from BBB negative to BBB stable. The refinancing of the bonds resulted in a $13 :EP_(; e VTR et

million dollar savings on interest payments, which will be passed onto GPA customers. Jﬁ%&



Implementation of Financial Management System (FMS):
GPA completed its rollover into a new Financial Management
- System in 1999. Prior to the rollover, GPA division operated on
~ different systems to process data. With the new FMS, these same
-~ divisions avoid the duplication of data with the use of one system.
The new systems merge existing systems to allow all divisions
- within the Authority to process data simultaneously, greatly reduc-
. ing duplication processes and paper flow.

* Y2K remediation efforts . . . The Authority began its Y2K reme-
- diation efforts late 1999 to meet its Y2K deadline. With the efforts
of many different parties within GPA, the rollover into the year
2000 came through without any incident. Efforts within opera-
. tions and support divisions played significant roles with GPA’s
. success in this regard. A recent article within the Pacific Power
~ Association newsletter commented that, "GPA was well ahead of
~ its Micronesian counterparts.”

. Pole Hardening and Upgrade Projects: GPA focused on
1mprovmg GPA distribution systems within project areas:

GW and UOG pole hardening and upgrade was completed late last year involved
replacing existing conductors to resized 336.4 wire to service the large load in the sur
rounding area to include the Guam Community College, George Washington Senior
High School and the University of Guam with its newly constructed colleges.

Perezville Underground Phase 1I: pI‘O_]eC[ was designed to provide civil infrastructure
for future underground customer conversions.

Tumon Underground Conversion: part of Tumon Redevelopment Plan to beautify
"Hotel Row". Project converted all overhead 34.5 lines along San Vitores Boulevard
from Route 1 to Westin Hotel on through to Fujita Hotel to underground system.

Federal Emergency Management Agency (FEMA) funded projects: These projects were 90%
funded by FEMA Hazard Mitigation grants as a result of Typhoon Paka:

Dededo Kaiser project involved installing 175 new concrete poles to upgrade distribu
tion system by replacing inadequate back-lot pole locations within assessable ease
ments and termite infested wooden poles.

Santa Rita Village: a total of 111 concrete poles with concrete foundations are to be
installed with approximately 246 homes converted to the se-condary hybrid system.

GPA has recently completed construction of the T&D Substation Maintenance Building in Dededo.
The new maintenance building will house a transformer testing area, a 10-ton overhead crane and a
3,000-gallon oil water separator for the facility. Also included in the facility is a PCB storage area and
a pump pit for the oil filled transformer work area. The new maintenance building will enable sub-
station personnel a storage area for transformers as well an equipped area to work on transformers.

Later this year, GPA has completed the Tenjo Vista Expansion Project with the installation of two 4.88
MW diesel generators with auxiliary equipment and supporting facilities. Also, two new stacks will
be added along with the installation of a newly refurbished 30 MVA transformer.

In conclusion, both fiscal years 1998 and 1999 brought about changes in the manner the Authority
conducted its business. As seen above, improvements in transmission and distribution, finance and
accounting, customer and computer services have significantly poised the Authority to reap opera-
tional savings. Such improvements will provide the direction the Authority will follow for stream-
lining costs and improving efficiency during the next fiscal year.
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The Board. of Directors
Guam: Pawer Authotity

We havie audited the-accompanying balance sheéts of Guam Power:Authority.( GPX}), alcompanént
unit of the Government of Guam, as of September 30, 1998.and 1997, and the related:sititements:
of earnings and retained earnings and cash flaws for. the years then ended ﬂ:,e:gﬁnmé‘}gi state-
ments are the responsibility of GPA's mariagement: Onr responsibility ivto express qn opinion on
these financial statements based.on aur audits, : ‘ oo B 5

We conducted dur-audits in accordance with generally accepted auditing standerds ard the stan-
dards applicable ta financial aitrg‘?sz donrained .in Government Auditmg&andm-d,& sued by the
ComptrollexiGeneral: of the United States. Those staridards réquire thal e plany }egfarni the
audif to abtain. reasonable assurance about whether the financial skitemenss dre free of material
niisstatements. An audit includes examining on a test.basis, -gwge&ce supporting the amounts and
disclosiiresiin the financitl statements. An audit al%’g}ludes asxessing the.accounting rirtci@lzsf
used and significant estimates made by mnagg‘me ¢ as wellsay evaluating the oiferﬁff financial
Statement preséntation. -We believe that our audits proyide a*reasanable basts for ouropinibm.

In bur opinion, such financial statethents. present fairly, in_ ajl matgrial respects; the: fiianc
position.of Guam Bavwer Authority as of Septémber 30, 1998 and 1997, and.the reSulttiof its gper-
ations.and. its castflows for the vear then ended, in conformisy with generally aecepted acopunt-

ing principles. : : : S ; :

The year 2000 supplementary information on page 17.is nota wqghdrp%a the bas:?inancmi :
statements, but is shipplementary. informarion required by thefGovernment'AGeounting tandards

Board, and we did not addit and do not express.an opinion o7 such ififarmation) Fyrther, weiere

unable 'to_apply 16" the informurion  certain pivcﬂ'j!um jgﬁf?gtribeﬂ by proféssional szgg&%ﬁrﬁs ~
because of the unpﬁted@e& nature of the year 2000 issue ¢ ﬂﬁ&@ﬁm, anb’fftheg%mﬂth? feithor-
itative meastirement critéria regdrding the Status of remediation éfforts have nor beenfestiblished.
In addition, we do not provide axsurance that GPA is. or will beg ea gggsﬁ %ﬁign@gaz
GPA's year 2000 remediuation efforts will-be sugcessful in wholelor-n partor that parties with
which GPA does business are.or-will become year 2000 corpliait. :

In accordance with Government Auditing Standards, we have also issued.our report, cjat;é'd&pﬁl
16,1999 on our consideranon of GPA’s internal control avarﬁnﬁgncia[ i’éﬁd}ttng qntzv‘b"ﬁrém' of
its compliance with-certain provisions of laws, regulations, contracts and. grants. 5

Apnil 16,1999 Sii B ﬂm ,;,M g({/ﬁ
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ASSETS.

- Utlity: plm, ateost -
Electric plant fn Service
& Constmc:ﬂ on wmk:tn prag{tss

| Tﬂ*ﬂ uuﬁtfpmnt

' Clm'ent #tsebi ‘
~ Gash and eash emnyalems {note 8):
Held by trustees;

Tnterest and poincipal funds for debt repaymient’
~Bond mdhﬂtum ﬁmﬂs for mnc(e{i plrpases

Held by, Guam Power kuthunt:g:: e

Bopd indentae funds
Self:insurance fund (note:7)

Total cash and cash squivalents
Accounts. receivable (notes 2, 4 dnd Fy e
Materials aod snpplies m?cutm;y '
Fuel mvenwxg

Prepaidiexpenses
Tleferced fuel costs :

Total carrent | asaets
Otherassets)
ﬁna:nmﬁzcdﬁébusmancc :snsm

Canoefled pnif, riet of amortization

Regulatory assets (nafe 16}
Other

Totaloiberassets

'S 470910868 S 434,723,108

TR IO s g 26,986,361

- 9405768 B T A

50,550,323 e 73,617,808
530.450,001 508,340,916
(117,955,549) - . (.96,812,134)
418494642 411,528,782

LA e 17,158,895
79,729,862 58,607,656
95244,669 £ 655767,551
IRIIB0E G 1,852,315
Pl 0MTRTS e 2,483,188
8,394,335 o %4.335,503
103,639,004 70,103,054
SGO3L6A3. 31044308
22,513,721 e 18,944,033 J}g
646,037 g5z 4l
90,558 BT .,\ ;
186326731 132,514,632 27
6,663,117
1,846,108
| @36157) -
8,273,068
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Eahzaum
‘Coutributed capitals -
Grants by Governiment. emum
Grants by LIS Bpvemment:
Total contributedcapifal
Rmmed eamungs :

Tongterm: debt; Iesscmxént mamﬁfm (hﬂf& 5y t

Toialcapmhzauun
Catrent liabilities:
Bank overdraft A
Short-termm debt (nots 4§

Accaoints; pﬁy‘iﬂﬂh
Opératiops
“Fuel!
Nayy

Accried pavrplliand employess benefits

Current pottion. of employees' ammal Iea\ru
Other accrued fiabilities

Interest payable

Customer deposits

Deferved oredits (note 10).

ﬂmﬂdﬁfm:ec{mnﬂmbun@s {note 6)

e

41

Gt mabirities of Jodg mw{m&

- Total curcent hiabilifiesl 1 :
" annual léave, Jeﬁmmmmﬂ ke

123800773,

AT
- 336306715

snamm
i 3591551}

TSILATE
720814

- pAes
4203473
2176511

'&En‘ﬁwﬁ'

gas005

-~ Lois304

855,078

&t mam,_ S

2.838,176
iﬂﬂ&ﬂﬁﬁ

242355:#&

i mm
1&‘4 12746

IB@M
s mgmﬁa& '

-‘-.-T“’

,?‘.

AT

s

a m@:mﬂ;
SRabogs |

. mﬁﬁsw :
161,033,187
34'&3113.‘940- :

12.1280933

. 4238437

959,886
LET s asaRel s T
Lo masgeet

4 1’1 23,438,

) h 11!14‘4%

335
" ‘_-_:53,-,346219 i

594,388

13 183535 :
34,234‘113? :

"S 58&560364

ey S b ot Sy

pi s



: m@wies) il e
; ss:rmmeumcnxw} o e s e LT

P 1282683
181,056,731

| mhaz:pmdudﬂon s PO 38905020
ot ek At LS S0 86 404

: .Ad:mﬂisuat.‘wennd geumi AR S IR eIR 136
Depreciation A5 7963318

- Trapsmission and distribution (note 31 o J3,084889

| *.-Encrgynuommunmsfs(hqte?ﬁ AL 93805
. Costomer acounting ~ . T158034

\’mwlowalmgmd mainmnahnt-mpmses ﬁgﬁﬂﬁﬁ?&t :
Opérating eamings - 21752,058 |

Other inootne:(expense):
Intarest expense” ,
Allowance: fucﬁmdsmed‘dunn& wnsmtchm 800,052
Interest incore. - 4,507,822

'othmmmmpme),mcmﬂ e R AT 0T
( 18211032)

R mange s o it SRR
Retairied earnings at begioming ufmr‘ 20,268,747

| Rewledeamisgystedolyer S 18809773

L

| Sebussempamingnitas e isancial vl ,_

(' 2%787,705)

: 3 ! -.' !
s W {0p (o
£ )

'l:\di e

-

$ 194,374,459
4,487,916

198,862,375

72,507,199
30,742,433
103,249,632
16,977.790
16,247,845
14,197,610
3,736,017
12,002:929

166,411,823

32,450,552

( 29,896,041)

1,070,606

L (132433)

5 't: A




* ‘*ﬂﬁ"lﬂﬁﬂ s amoen

r;i:é? thﬁ;sﬁta;r i (lﬁsmm:}f
3@@5:.97’%,"

Net cash provided by dperaﬁngaauvims
Cash flows from investing activitiest . | _ -
| Decrease (increase).in band reserve funds s SR 35,366} ie ‘19,44,';1

Interestiand dividends onsinvestments-and:bank accounts 2207822 1 ABIER0))
Net cash provided Eymmﬂngas&viﬁm f#m &56 e %ﬂ%’fﬁ?@ia
Cash ﬂﬁwﬁﬁemnaﬁcapjm]ﬁnmcmgau&wﬂm PR P :
Propeads from stort-term debt : ‘ Zﬂaﬂﬂﬂﬂ;’!& e e122,6{17-
 Prieipal paid on short-ternr deby - s S Ol e
Interest:paid on sh@ﬁ-tann debt andﬁapomw _ 20220998} ‘MﬁﬁAaz}'
Bank overdraft : Jermbdgiah 1‘3'59,559 ;

Net cash sedin poncapital fnaicin "'g*a‘etm”ues' c mﬂs@;_

Cash flows from capital and related fman’cmtg at"ﬁﬁtle&
Aequisition of utility plant .
Principdl paid o 'bonds and’ mﬁwlbngicrm ﬂbhw

_Interest paid on bonds ‘
Progegds from Gapﬁ!almlated s}iia»r:t m:mﬂz:ht g
Debt issuarice costs :

ﬂm»mhuseﬁmmp;tal andmh:mlﬁnmmg:
activities :

{'!H‘

e

25571.861)
14.272.019)
20,680,758)

m;ﬁssm; '
'20,3282%5)
45,000,000 i
I BT O SRS S )

B ; =

SEOA (ST

S e

. N""‘Wmﬁmﬁ ﬂ“ﬂmhwmﬂm S ( 16361650)
Eash@ﬂcasﬁwmﬂeﬁis arend afycar S M0mE90M s 7003058
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Gllm POWER AUTHORITY

_ Statemnt& nf Cash Flows
Years Ended September 30, 1998 and 1997

Reconciliation of operating earnings fo net cash provided by
‘operating Vﬁcﬁvi;i‘es—: ,

Qperating earriings ' : $.21,752,058

$ 32,450,552
Adjustments ta reconcile: operanng.pamings to net cash
p:ov;dcd by operating activities: S (ol )
Depreciation and amartization Lo 253704854 24,083,385
Difference betwéen refirement expense and funding (656:359) € 626,524)
~ . Other expense (731,201 (- 132,433)
(Incréase) decrease in assefs:
Accounts receivable : ('18.887,315) (. 681.332)
aterials and suppheilnvcntnry ( 3,569,688) (. 1,152,688)
Fuel*‘mventory : 1,940,948 361,084
Prepaid expenses , - 194715 148 856
-Deferred fuel costs : 45,191 1,311,879
Other assets : : (- 151,618) {0 5,349.859)
Intrease (decrease) in lidbilities: :
Accountsipayable - fuel ' 30,036 (- 5,742,060)
Accounts payable - operations 2,644 549 (10,407,327)
Accounts payable = Navy: 1,216,625 ( 2,765228)
.Accrued payroll and employses’ bencﬁts : 346,633 20,485
Employees’ annual leave, : 278,124 68,915
Ciistomeér deposits ( 336,224) (- 255,644)
Other accruéd ligbilities ( 1, *30 447): ( 635,989)
Deferred credits - . s 0; 025 9’]‘? :
Net cash provided by operating activities $:32,984,208 $¢30,705,072

GPA acquu'ecL and installed equipment and related software (recorded as
construction work-in pragress) of $3,473,405 and incurred long-term
debt of the same amount during the yeas cndcd September 30, 1998.

See accompanying notes 1o financial sta{‘ﬂﬂerit.ﬂ




GUAM POWER AUTHORITY
Notes to Financial Statements

September 30, 1998 and 1997

SUMMARY OF S CANT
a )XCCOUMGPE%M

low the principle of matching costs‘and revennes,

% preparation o
rcqn&umwtmmhmm

that affect the Teported amounts of assets and

and disclosures of Mudlhh‘!ihut&n
muhwmmm

of rovenucs and expenses %wm

Actnal results could differ from

Phntn stated at cost, which, a8 10,
W“"“’" ch, s -
Utility A, dﬁu:nun mmwm

dedncted from the cost of the uiility plant.

WDqtedm Wmﬂnw
BQBMIQWWM&?%&EBM&
depreciable properties.

Mﬂl@ﬂwwmm
inclode cash on hand, cash in banks, certi of

deposit, money market accounts and'U.S, treasury bills
wnhnnginalmmniﬁ&'oﬂauﬂmgodqlmthohm

est and funds for debt repayment; the bood
indenture mdtheself-mmfund.&uhmd
cash dom:udndemmymuhtm
in reserve funds hald by bond trustess.

Inventories: Materials and s inventories are stat-
ed at the lower of cost (wei average) or market.

Mimunmimmm&dateostmgﬂnﬁm-m,
first-out method of valuation.

GPA commenced

Contributed Capital:
gpmlmmmmmmu naiw.!nn
B%Mmmnmdmﬂm&m:them

Public. Utility Agency of Gusm. An
14

Wmmwmmwa
was convested to contrbuted capital during the
mmsmﬁo.rm

mmmmmmmmmfd—

hﬂm‘ﬂﬂlyw dis y Spon.
mhrmut

lunﬁnltimh

of Siles of electricity are recorded AL

mmanxmtﬁlycychbmgm

&m"b&whﬂ the mmtmmtcydcwnn;
on

and the. cost of foel.

Wnﬂmwww
Customeérs

wmﬂ ng:mhnd%
thfumd foel cost assets in the accompanying belance

sheets, ‘arid mmﬁhﬁmﬂiﬂinpmm




, - A GUAM POWER AUTHORITY
: : Notes to Financial Statements

; W = september 30, 1998 and 1997

Accounts receivable at September 30, Mnﬂl@mmum

1 P S §$20572208 $ 21,926,810

Government 11,827,188 8928419

{ 32,399,406 30,855,229

, ‘Goyermnmént subsidies 463,055 463,055

: Insurance and FEMA &

e claims (riote 7) 16495156 - 1,181,004

; Others 3.210.552 ' 2,054,352 |

; US. Nayy. ‘ 352,584 P
doubtful seceivable R ( 2536.526) (3,761.916) R 5

: : - : $50,031,643 $ 31144328

-. L, RERS RS e e S B D IR D T IR B R i SV S g e

| @  AGREEMENTS WITH THE UNITED STATES NAVY

; OnSq:mﬁulj,lm Joase agrecment was entered info between GPA nd the US. N ) 10 transfer to GPA

b WMMM mmmwnmmwm ‘Iheﬁdﬂmlmhmd
k& to GPA at 5o cost for s period of fifty years.

(GPA incurred tranarission s istrbotion expenses with the US. Navy of $372,646 and $2,088412, mapectively, forthe. RSN

i Mmﬂw IHQBMIB‘T E %
| @ SHORT-TERMDEBT | i
Short-term deby at Septernber 30,1998 and 1997, is as follows: '
i Thirty-dgy notes: deewm. on & $15 million bank line of credit. with
MI'I WQTIMI. 30,1998 (7.625%
1 mnhmmmmm' 3 $ 6217174 $ 15,000,000
: Ninety-day notes on a $15 million bank lins of ceedit with
{ mﬂm ,gsmﬂ 1998 (7.71875% 1o
. 7.75%atSeptember 30, Mmmam

‘ ing statement agsinst accounts eceivable with fhe bank as Henholder subor-
; dints to the bondholders under GPA’s bond issoes. = 11,014,975

Thox exsiipt commercial mmmmmmmmu
2.9% to 4% at September 30, 1998, The notes provide $20 million for work-
ing capital and $45 millioh for capital projects.and are collsteralized by a
of zevenues subordinate o the bondhalders tmder GPA’s bond issnes.
e o
@ from May 13, 1999 through July 15;1999. ; $71,21‘7 1 _amp@ms




GUAM POWER AUTHORITY
Notes to Financial Statements

September 30, 1998 and 1997

(5) LONG-TERM DEBT : ]
Long-team debt at September 30, 1998 and 1997, s as follows: - 1998 e

mmuwﬁmmzﬁﬁ mmmmﬁ-

T

i msilm.m.mom ' ;
$ 146,365,000 $148,950,000

Msmm:;dvmymgmﬁth‘MhSﬁ% ﬁmdm
anma]lymOcmbet April, and mandatory’ pPay
ﬂ!mnm with 4 W

-

1 mmmomlmwmm%h

_ 96,485,000 98,275,000

101,400,000 - 102,900,000
344,250,000 350,125,000

Notes:
MDI Guam interest: bearing note payable i exchange for funds
rwuvedfm-ﬂil;nﬁwﬂmof Iﬁﬂsﬁhm. The ninta is
bmgrepmdbytbducﬁng%uf T's non-foel charges from fotire
Y, ) 3454286
IBM long-term ﬁnandng relating to the pmd:ase mﬂ huﬂhtun of
GPA's accounfing and operating m«:
Es;alzl?:m of $95,941 until 2003, incinding' mm&d&%
3,357,51&
Less current maturities 1,203,147 35(35,'52?';’%%‘#)
R 33,159 091 347,319,502
Less discount on bonds (6,832,376) (6,016,562)
$ 336,326,715 $ 341,302,940
At 30, 1998, estimated maturities of long-term S 3 ,
debt 2003 and subsequent years are as follows:
1999 $ 7203147 Wslﬂmmmnudm
2001 7,882,063 ing senes over their schednled
2002 8,278,977 The proceeds of fhie 1993 series bonds, face nheofsloﬂmﬂﬁm
2003 8,404,138 nbmgusedtoﬁnmm m m
Subsecuent yesrs s;ﬂw&o,m msng l_ﬁ by Wﬂﬂﬂi -

of the lﬁ‘iﬂl face valne of $102.9 milion,
T s f 0o 19 s b, e o 15 e s o oo o s -
were mit
ating capacity, to build additional transmission facilities, and e

to refund existing long-term debt at the time of issuance. All gross revenoes of GPA have been pledged to repay
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GUAM POWER AUTHORITY
Notes to Financial Statements

September 30, 1998 and 1997

the 1992, 1993 andt 1994 series bond principsl and inferest
Disconnts' associated with the: 1992, 1993 ‘and 1994 bond

suiumbdngmm the inferest method over the
Tives of the bonds, bl

(amnmmm

The Defined Benefit Plan and the DCRS are administered b
the Government of Guam Retirement Fund, to which

contributes based fixed of the payroll for
mmuﬁ";  of the Plan.

As a result of the most rece valuation
éiufwaso. 1995Fithasbeenduﬁmd' for the
year énded ] & minimom combined

termed “entry 2ge normal” wiﬂ:-mdﬂnt‘uhnd
8% and an assamed ﬁam&mwm
The most recent actuarial valuation pe a8 ‘of

WWMMDCRSEMmaMy
amount. of 18.6% of the member's
, only ! of mnhu"s

m‘g;ﬂmdgyﬂn
mgnh member’s individoal anm-
mﬂ.ﬁ% is contributed towards the

Membess of the DCRS who have: completed five years of
govemment service, and have aftained the age of 55 years at
mmmgvundbﬂmotl(ﬂ%ofbothm
and camings thereon.

cisu-vlce;hubtvu
nntﬂhmdﬂnaﬁauﬁgm mmmmﬁ
member contributions plus any camings

The cost to-GPA for retirement contributions for the years
ended September 30, 1998 and 1997, is as follows:

_ 1998 1997
Cash contributions~ $ 5,898,706 $ 4,524,775
Accruals (656,359) (626,524)

$ 5242347 § 3,898,251
(7). COMMITMENTS AND CONTINGENCIES

Capital Commitments

‘The 1998 capital improvement project butiget is approxi
miately $23 million. The five-year capital iml;:'ovemmt

Beogh 2008 1 cutnsied o 5 $105 mllion: Thess b

gets are subject to change by theBoard of Directors.

GPA has .7 million
Wx% in purchase com-

GPA has also entered into agreements to purchase fuel
from certam suppliers-at prices yet t6'be determined.

In March 1999, GPA acquired a turn key gas turbine

ﬁm for $11.2. million. GPA had pmfiously

for $66,666. per month pliis a varisble
plymmtbnadontheUBORnln.

legses

GPA Myleneswﬁxopataﬁonsﬁ'omtwo
mmm;leucmatSeptunbu i
between one and four years

InSqﬁmﬂ:al%GPAqtmdmmw
mmmwmmmm
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FINANCIAL STATEMENTS AND
ADDITIONAL INFORMATION AND)
INDERPENDENT AUDITORS” REPORT

YEARS)ENDED) SERTEMBER: 30; 1998 AND) 1997/




ErpisT
RS &

The Boatd of Diréctors
Guamh PowerAuthority

of the-Gevernntent of Guam, s :uf'&:grcmﬁar 30, 7999 and'the rélgred statements-of earmings and
retained earnings.and ¢ash flows.for the year then-ended. These financial stateménts are rthe respons
sibility of GPA’s management. - Our responsibility. is (o express an-apinion. on these financial state-
ents based:or our audit. The financialistatements as'of and for the year ended September 30, 1998,
were audited by athér giiditors whase report datedApril 16, 1999, expressed an unguatified opinion.

We conducted ouraudit in accondance with auditing standards, generally accepted in the Urlted
States.and the standards applicabletg financial dudits contained i Eu.vqrﬁm‘m-‘zgﬂdﬂfﬂg Standards
issued by the Gompnoller Emerﬂ'p the United States: Those standards require that we plait.gnd
petform tieaudit 10 pbiain reqsonable assurance about whether-the fintricial statements dre free of
magterial misstatement. An audit includes examining on ' lest basis, eVidence supporting the
amounts and disclosyres in the financial statements. An audit also mcludes assesstg the account-
ing principles used and significant estimates mude by the managentent, as well as evaluating fhe.
overall financial statemeént presentation. 'We believe that our audir provides a reasonable basis for:
our opiman,

We have audited the accompanying balarice sheetof Guam Power Authoricy (GPAY, aconponert unfi

In our apinion, the above mentioned financial statements present fairly, i all material respects;
the financial position of Guars Power Authority as of September 30, 1999, and the resulfs. of its
operations and’ its cash flows for the year then ended. in conformily with aceounting printiplés

generally accepted in the United States. \

As discussediin Nore 10:10 the financial statements, the Governarof Guant has ordered that amouttls:
due ta. Guam Power Autharity by the govermment of Guam shalf be held in abeyance until the
matter regarding certain assessniénrs mandated by law. ave résolved. Thie ultimate: guicome of this
matier cannot presently be derermined. Accordingly, mo, provision for any dinbility oruneollectible
accounts has been made i the accompanyirng financiakstalements,

The yéar 2D00 supplementary information included: e Note 13 is not a reguired pare of the basic
finandial, statements, bit is sapplementary infermation required by the Gpvernmént Accounting
Standards Bddrd, and-we did-viot audit and do not-ekpressan opintonon such informavion, Eurther,
wewete urble to-apply to'the information centait procedures prescribed by proféssional stamdards
because of the unprecedented natute of the yean 2000 issye and its effects, and: the fact that
authbritative measurement criteria regarding the stafus of remediation efforts have not been gstab-
lished. It addition, we da not provide assurance that GPA is or will become year 2000 complians,
that GPA’s year 2000 remediation éfforts will be successful inhole or m pdrs, o that partles with
which GPA dees Business are or will become year 2000 compliant:

In accordance with Goyernment Auditing Standurds, we have also.issued. olr-report, het includid

herein, dated April 17, 2000'on pur consideration af GPA's-internal control over:financial reporting
and'our. texts of tts compliance with certain provisions of-mws, rezulations, contracts and. grants,

April 17, 2000




September 30,

ey :Eiam, at cost: |
Elbafm plantin service {‘Mtzrﬂan& Mj
Constraction werk inyogress

$51 o,:azg 887
617507,662.

57 ‘E?—é,ﬁg

$479,919,868
90,580,323
(580,450,197
111,955,549,
418,494,642
27,022,127

‘Lass accumalated dapreciation
: Total utility plant A
Bond teserve funds (trustee)(Nofe 3).

Cash andt cash equivaleats (Nofes 2 and 3):
Held'by trostee:
Interest and prinoipal funds for debt repayment.  9,822,550:
Bopd indentrrre funds forrestriofed purposes 80,661,059

15,514,807
79,729,862

Held by Guam Pawer Anthority:
Bond indenture fonds
Self-insurance fund (Nete 10}

Total cash and cashequiyalents

Avcotnts receivable (Notes 2, 4 and 10)

Materials. and supgplies mvnntary
Fuel invéntory
Prepaidiexpenses:

90,483,609

2,409,361
2,498,067

4507428
99,391,087
62,045,242
18,560,056
12,106,648

1,728,920

_ 95244,669

7,377,160
- 1,017,195

8,394,335
103,639,004
50,031,643
19,615,755

9,405,768
646,037

Deforredifuel costs - 90,558
Total eurrent dssets 189,831,903 183, 42&;:63
| | , _ :
| Unamortized, debpissuance costs 6,120,029 6,663,117
* Carnceled unit, net of amortization 1,723:983 1,846,108

Totdl other assets
Total assefs

See accompanying notes.

1(1,&5’6 9'52

55?3 s‘!.@ﬂ 'Bﬁﬂ

_ 2,661,809
m,m 084

$ﬁ4&1 16 568




‘Capitahization and lisbilities
‘Capitehization:
Congfbuted capitik,
Grants by Govemment'of Guam
Grants By TS, Goveriment

Total contributed. capital
Retained earnings:

Long-term debt; fess curent
instaliments {Note 6 and 7)
Capitallease obligations, Jess
gurrent installments (Nore &)
Total capitalization.

Shortferm debt{Notes 5 and 7)
Currentinstallments of
Tong-tesm debt (Note 6 and 7)
Cugrent instaliments of capitat
Jease obligations:(Note 8)

Current portion of’'employees’ anfiual leave:

Accounts payable:
Operations
Navy
Fued

Interest payable

(Customén deposits

Deferred aredits

Defemed fuel costs

Accrued payroll and employees’ benefits.

Bank overdraft
Total current liabilities

Retirement fard deferred contributions ﬁz&’m: 99,
Employees’ angualleave, less currént portion;

Totalliabilities
Commitments and cottingencies (Note [0)

| Toullcapitalization and Tiblites

27,898 440
12 Bﬁﬁwﬂ

,?64#49

13747,017)

178.242.057
414.141,680

595,306,885

26,217,174
384,784

1,003,000
1,194,603

16,392,549
129,258
1,305,707
11,303,805
3,032,778
2,502,816
560,184
404,179
64,240,887
12,088,755
1,594,383
TN

5673 IIS{};B&

$ 27,898,440

128661000

40,764 440
123,809,773
164,574313

333,337.563

- 500,600,928

74,207,174
6;834,784

668,863
1,015,304

14,824,632
2,176,511
4263473

111,550,876
2,838,176
5,882,740,
1,863,995
1,359,650

124,535,678
13,027,076
1,802,786

139,515,640

$640,116,568




Revenns (Wotes 5 and 6);
Sales of electricity (Note 17)

Total revenue

Omﬁﬁg and mainténance expenses:
Production fuel :
Other production

Energy conversion costs (Nore 40)
Administrative and-general (Note 10}
Depreciation

Transmiission andidistribation; (Nate 11}
Customer acesunting

: STATEMENTS OF EARNINGS AND
i RETAINED EARNINGS

Years:erided
September 30,
S187.776,429 $179177 4,048

el

380005 848

48,788,752

24,068,019

96,697,876
18,863,004
18,447,252
13,651,230

6,533,353

Total operating and mainienance expenses 157,049,576

Earnings from operations.
Other income (expense):
Interestincomie
Allowance for funds used
during chhistrugtion
(Other expense
Interest expense
Total other expenses
Net earmings
Retained earnings at beginning of year

Retained eamnings at end of year

See accompanyving rolss.

. 31956272

6,142,562
964,870

( 241469)
{ 25,154.39%)

123,809,773

$1:37 477,617

( 18.288,428)

. 1,282,688

181,056,731

T 57.190,572

35,995,922
93,186,404
9,273,805
18,698,136
17,963,315
13,084,889
7,158,034
159,304,673

21,752,058

. 4507:802
800,055

(e T 2D
{ 22,789,705)
( 18,211,082)
3,541,026
120,268,747

$123,809,773




Increase (decrease) in cash and cash equivalents
Cadlrflows froft operating aetivities:
Cashirecgivedifrom costomers
Cash paypdents o suppliers and employees
for goods and services

Net cash provided/by: gperating activities

Casli ‘flows from investmg activities:
Increase i bond resesve funds
Interest and dryidesitls oninvestments
and bank ascounts

Net cashprovided by mvesting activities |

Cashflows fromnoncapitdl finanaing activities:
Proceeds from shorfter debt
Interestpaid.on shoit-term:debt and daposits
(Decrease) increase 10 bank ovardraft

Net cash used in noncapital
financing activities

Cash flows from capital and'related financing activities:

Acquisition of utility plar.ft

Prinoipal paid.on bonds arid

other lopg-term: debtz.

Interest paicdion bohds

Rapayments of: iegpm], Jease obligations
Proceeds from capital related short-term debt
Debtissuance costs/loss on defedsance

Net cash providedl by (used in) capifal and
related fimancing activities

Net: (decrease) increase in cash anf cash equivalents
(lash and cash equivalents at beginning of yedr
Cash and cash equivalents at.end. of year

See accompanying notes.

$177, I‘ﬁﬁﬁm
ﬂﬁﬂ smﬁ?ﬁ}

mﬁ?ﬂ,ﬂﬁﬁaﬁﬁ
(129,156 55@

2?5,6'?&,173

3@ 984 298

 LBL436%)
LGS

( ] 'ﬁ,M};
4,500,822

4190

20,

p———

( 45,000,000)
¢ 2035218
( J..3’59f*6§09

30,000,000

( 19,797,800
(2029

Caea®

(o

(252,042.156)
{ 24.578502)
(° 722,020)

340,178,601
( 19,979,788)

(' 20,558,170)

£ 6:629,150)

¢ 20328235)

€ 115,890

45,3@3:%'
( ssﬁ.s‘?%

9,148,524
( B.247,967)

{ 51 #459-':5%’1'

83 535050

208,639,008

$ 95,391,087

70,103,054
$108,639,004
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Reponciliation of operating éarnings to net cash

Net cash provided by.operating activities

Non-cash capital fingnoing transaction:

pmﬁtlbﬁ» B} Qmﬂngfaﬁﬁﬁﬂ'w |
Opcmmg eamings S $31,956,272 " 821752058
- Adjustments toreconatle operating: zamm 25 OBt r;ash

provided by opérating Activites:
Depreciation and amortizabion 18,447,252 25372354
Difference between setmement expense and funding 1 1888421) (-~ 656,359)

~_Other pxpensé (241469 (- 731.200)

Change in operatinig assets and habilities:
Accounts receivable { 12,013,599) ~ (18,887,315)
Mateaals and sypplies inventor 1,055,699 ( 3,736,795)
Fuel inyentory ¢ Z700,880) 1940948
Prepaid expenses { 1,082,888) 194,715
Defered fuel costs 450,742 45,191
Qther dksets 48809 15,489
Acoounts payable - operatons 1,567,917 2,644,549
Accounts payable - Navy ( 2:1047,253) 1,216,625
Accounts payable - fuel (- 2,957,766, 3026
€ustomer deposits 194,602 ¢ 336,224)
Defeérred credits ( 3.979.924) 5,025,917
Acerued payroll and employees henefits ( 1,459,816) 346,633
Other acerned liabilities = { 1,530,447)
Employees’ annual feave (79104 iR

B

$32984s.2313
b

GPA: acquired and. jnstalled equipment and zelated. software recorded as construction work-in s
progress of $1,300,653 and $3.473,405 and inciwrredicapital lease obligations of the same amourtiSts
during the years ended' September 30, 1999 and 1908, tespectively. FOCR 1

See agvompanying nows.



j: Organization

The Guam Power Authority
(GPA)1s a component unit of the
overnment of Guam (GovGuam). GPA is
subject to the regulations of the Public Utility
Commission of Guam. (PUC).and has adopted
the Uniform System of Accotnts prescribed by
the Federal Energy Regulatory Commission
(FERC). Because of the rate-making process,
certain differences arise. in the application of
accounting principles generdlly acceptetlin
the United States between regulated afid non-
regtlated businesses. Such differences mainly
concern the time at which various items enter
into the determination of net eamings in o

to féllow ‘the principle Of matching: costs ‘and
revenues:

Accounting Estimate$

The -p;\egaﬁﬁn of financial statements in .con-
formityTwith accounting principles generally
accepted -in‘the United States requires manage-
ment to make estimates and assumptions that
affect the reported amounts of assetsand liabili-
ties and disclosures of contingént assets and lia-
bilities at the-dateof the financial statements and
the reported amounts ofirevenues and expenses
during the reporting:period. Actual results could
differifrom those estimates.

Utility Plant
Utility Plant is stated af cost which, as to certain

tion of specific power generation plants based

construction, purposes. The cost of utility plant
retired or otherwise dis of, plus removal
costs less salvage valueis charged to accumul-
lated dépreciation, Contributions in aid of

utility plant.

plant fransferred from the power division of the |
Pubiic UtilityAgency of Guam in 1969, is based
on, estimated cost as determined by an indepen- |
dent appraiser. Cost includes an allowance-on |
certain projects. for funds used during construc- |

on the net cost of borrowed funds used for |

construction are deducted fiom the cost of the

: 1. ORGANIZATION AND SUMMARY OF SIGNIFICANT
\ ACCOUNTING POLICIES

Depreciation

Depreciation is computed tnder the straight:line
method over the estim:
respective assets (25-50 years far plant assets),

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand,
cash in banks, certifieates of deposit, money. mar-
ket accounts and®UL.S. treasury bills with original
maturities of 90 days or less in the 'i_nt_efest:and'
principal furids for debt repayment, the bond
indenture funds, and the self-insurance fund.
Cash-and cash equivalents do not include money
market accounts m bond reserve funds heid by
bond trustees.

Invenfory Valuation

estimated useful lives of the;

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

Contributed Capital

GPA commenced,operations in April, 1969 when
assets and liabilities with a net' value of
$7,898.400 were transferred to. GPA from the
power division of the Public*Utility Agency of
Guam, An additional $20 million loan from

GovGuam was Tonverted to contributed capital
during the'year ended September 30, 1992.

TR
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES, CONTINUED

GPA with $9.8 million for rebuilding apotion of

the distibution’ system. utilxzmg concrefe poles to-
beter pésisttyphoon damsge. Fuhds were provid-
ed ditecfly. tomemmta:y construction officer for
designing and administering the rebuilding work:
Bmﬂﬁcmluseﬂfaﬂimhna been given to GPA,
The Federal Emergency Management, A
(FEMA) provided a $3,066,000 grant t6 G A to
subsidize the costs of housing generators to run
watmwellpnmps

Compensated Absences

Employees are credited: with vacation leave: at
mﬁofi%lﬁurmﬁhoun fiscal year,
dependinig, upon
Accumlation of such vacation credits is limited
10,480 hours-at fiscal year end and is.convertible:
g pay upon;termination of employment.

> deferred oredits resulted from PUC orders to
 recognition of certain revenues to' offset
energy conversion and self-msurance expenses.

. Saleso},'t:ltzcixflc:t)ran‘:n?!corﬂtactm.hiflmﬂtocu&w

tomers an a ‘monthly cycle billing basis. - At the
end of €ach tnonth, uniilled revenues are aecrued

for each cycle based on the most recent cycle:
blﬂmgandﬂwacmalmdfnel

thexrserﬁoelimcwnhGPA_‘

ncurredmthereﬁxrblshme fh

S S air 3
E 1994 'I‘hese costs are bein famottized ona

Fuel oil: costs increase or dacrcmc
billings to enstorers ‘based on |
changﬁm fueloil f sed by’ GPA. Under or
Aver recoveries o fuel oil costs arfe recorded
as deferred fuel cost assets or liabilities, 1

tively, in the wcoal;%.ﬁjlcf)gdg balance sheets, and
are recovered or in future billings to
CUStoMmErs.

Allowance for Funds
Used During Construction

'IllcﬂIDWance for funds used during cdnstruction
AFUDC)is, mﬁqﬁ only for consfruction'p pro-

;ccts of mere than $50,000 w til%ﬂlé& 4 mini-
mom of 90 days to complete, i5 com-
puted: Lusléng qtemﬁncx ng)l:; on &un{:t!y
assignabl bonnwmgs to hinance jectsiless
interest iricome on the telat::afl1.trmsc:d]?wj borrowings
which have been immted. AFHEDE is provided
mﬂdmngﬂw in which such projects are
i g activities fo prepare thém for their
mtended USe.

Uniunortized Debé Issaante Costs

Unamortized debt issuance {costs, includeycosts
refated to the issuance offthef: %ﬁ&n@
1993, Series 19%and Seriéssi Y99 bonds and tx

: notes, afhese;costs are
: line* meﬁi’od bver

: able: bt,, which a
wgi‘ﬁm

.canceled unit ac:cmmt cohsrsts of costs
eber Power
arge. The barge mﬁlrbxshmenfépmject was
the year September: 30,

traight-line basis over  theylife of the bonds iiscd

to finance the refurbistiment costs.
2 Redas'siﬁééﬂons,

‘Teclassifications, have beenmade to the

N 1998 ﬁnaﬁ‘ﬁ‘i! staterrients, for: comp

. Stich reclassifications had notfect onp:]]1re

': ptmous'!y reported net eaming.

Sa



2. CONCENTRATIONS OF CREDIT RISK

Enaacm] nrstrmentswlﬁchpamnhaﬁysubjchEXmenmm@sofcmdstmk
compnmxpallyaf cashidémand deposits ‘and accounts receivable.
Sc_pwnher.'iﬂ 1999, GBA has caslxﬂ:ﬁas:tsmbankmm which exceed federal
xr:suﬁncelnnﬁ&ﬁPA ‘notiexperienced-any losses in-Such.accounts.

o~ Substanuaﬂyallmﬁﬁﬂ%cmmmmmwaﬂemm ividuals, companies and
governmenit, agencies based in. Guam 'GPA establishes an allowance Too doubfful accounts based on
management’s evaluation ol’potrnuﬂlunceﬂeetﬂabmts receivable.

3. CASH AND INVESTMENTS ] .
The bl inlentiis agrements for the 1007, 1993 Tvestments in dobt secorities are carried at |
1994 and 1999 senies revenue. bonds, (Note. 6 cost or amartized cost whiich approximates ;
require the establishment of gpeeial funds to be market valie at Séptember 30, 1999 and 1998.
aruI administered by trastees and by GPA. In ad(ﬁ Market valnes shown Below mxphculy mcIude {

w from bormowings to finance genera- dcerued interest for debt seouifies. i
tIon mwmmf&mhfymmtmnmmmn 1998 i
mhy GPAm comlruuﬂ?ﬁfcomm Fund:? in 20 i

gccounts are. required by Tpan agreement of - agh on hand, i dermand ard time e_
public Taw to be used for generation and transimis- ﬂegusxflfns ,ﬁmmymkbmmmg 4
sion factlity construction. “Af Septemiber 30, 1999 TR s , |
and 1998, investrents and cashheld by frustees and : . $96.216152’f $103,638,925 :
by GPA: i these fmds and accounts are as follows:  Federal Nafional Mortgage |
- 4 Asspciation discount notes |
1999 1998 % 28,012,000 - |
Construction funds D3 e s S e i
$T0608800.  BELRISASS o 5 - {
Bond teserve funds Gl S e s 5 ‘11
BEIAN - AW i |
s el e e
Working capita ¥ . SQA@Z‘?,S% $ 1?0,?’61‘}37[
5,155,013 13,481,603
Caplmlimdhwestﬂmd
- 4270346 R
Selfansurance fund

1498@67 1.O017.175

Opetating funds

2406361 7.377.160.
Revenuefund 594201 2,695,333
Surplus-fand 32,590 9,468
Debtservicedund 11,6681005

mwww $130.661.131

SRPTOF SRR SE BRSSO T PR SSCIP S



3. CASH AND INVESTMENTS, CONTINUED

mdltnskasaodamd with a‘:msunemszs catego-
rized intp: three
follayws: :

Jevels generally described” as

'he]dh}f GPA ar its agent in{GPA'S name:

(Category 2 - Uninsured a | ov sécu-
nﬁashc!dbyﬂpartyothcr &mGPAorits
agent, btttmGPA'smm :

Category 3 - Unimsured antl mmgmae&. ith
securitics held by a party qﬂx‘t than GPA and.not
mGPA‘sname.

Demand and time. depoalt&, and moriey. market
accounts held in'GPA's hame are bon-

investments in. aceordance. with Governmental
Accounting: Standards Board ((GASB) Statement
No. 3. As of Septerober 30, 1999, funds beid
by trstees amaunung. to $37,831,384 and

4, ACCOUNTS RECEIVABLE

Accaunts recm\?able at Septg:mbcr 30, 1999 and

wgﬁarewmmzedmfdﬂm
e $27192472  $20572.223
vate
Goyernment. 23.229.813 = {1,827 183‘

1.~ Insured or registered, or securities:

' mmnce and
FEMA claims 12,259,229 16,495,156
Govemment stibsidies

463,055 463,055
Others 1,916467 3,210,552
65 061,036 52,568,169

Less allowance :
doubtful acoonmts 3015794 2536526
$62,045242  $50,031,643

| 15 as follows:

o mwvablc with' thebank a8 Tienhol

$827,655 msgectlyely, are classified oo
as. Category 1 and 3 investments (0]
respectively; in accordance with' \
GASB No.. 3, The Category 3
investments:are held and registered in the:
name of U.S. Bank as Co<Trusfee for -
GPA. The balance of tbammmwms m‘ec]ass:ﬁad

as Category. 2 investmerits in accordance with
GASB No 3

Bank bhalances ‘of de’u:mnda_%nd time deposits and
money market accounts held in the name of GPA
totaled $2,020,903 as of September 30, 1999. Of
this amount, $592,081° was covered ‘by federal

ry:#nd mational ‘credit tinion: administra-
tion insurdnce, $1,258 ;832 was. uninsured .and
uncolateralized, ‘;md $141,059 and $28,931,
yespectively, 1s held on hand for the change fund
and petry cash

5. SHORT-TERM DEBT :

Shmt-im debt atSepmmbcr 30, 1999 and 1998,

Thirty-day notes payable drawn onia $15 million
bank line of credit with interest’7:16.85% at
September 30, 1999 (7:56875% 10:/7-71625% at
S&pmber&l 1998), payable at manmq,r collater-
alized by a statement ; aﬁzrms{ accounts

‘subordinate



1 SSIJBS

1999 1998
% 6217.174 $6.21117=: .

issued in August 1998 with interest 4t 3.0% to
32%3&3: ber?:@ 1.999’(2.9%004%31
y for: wodmgcajmai and Sﬂimﬂlmpfan
capi%al prajects and are collateralized: by
ofmmuessubmdfmmtqihcbmd
nnﬂarﬁPAhbmdmm.Ihcthad
mgtmlmaﬁni ; 2 A5

6. LONG-TERM DEBT

lm-témnﬂebtat&:ptcmber?;ﬂ 19991md
199%.1535!’@10&5. :

5349+l‘?8.601 s

1993 Series, mterest at varying rates from 3, 90%-

10'5.25% payable sermiannually in October and
principal, and, mandatﬁlfy ki

payments payablsin v

conmmencing with' a paymsnt of $1.725; Gﬂﬂ in

October 1996, * increasing  to

$6.535.000 in October 2023.

92,670,000 96,485,000

interest at va
fo 63’.?

1992 graws

2.65

mniqymcnts 9ayablc i Varying
installments with. & payment
of $1,880,000 in October 1998,

increasing o $11,040,000 in
Octobér 2022.

——

5. SHORT-TERM DEBT, CONTINUED

b e bondholders under GAS tmnd

Tax exempt mhnnmmlphper notes .

dates from:
through Jamary ’12..‘1999 but have been subse-

s ing to &7, 636m£}m Bctober 2024,

qqqqq

146365000

i mlla&mer witl: new. maturity dates
yzmmmmghamsﬂmom

’1526‘.,%»"&?;1?4 - S71.217,174 ‘ |
I addition, GPA has a $15 millionbank lineof |
credit agrepment collateralized by a findncing .
sfatement agaitist accounts receivable with the )

bank_ as: lienholder subordinate fo the bond-
holders ‘unden (GPA's bond' issues. ‘As of

30, 1999 and 1998, no amounts
wd:magaﬁ:stthelm«:

6.75‘% payable Jst::tx.‘ua:imua]ly in
Dembec and. April, principal and mandatory 3
ing fund payments payable in varying
msta]]m-.uts compiencang with a pay- i
mﬁutafﬁl,ﬁmmﬂm October 1997, increas-

TR -
e T . ey

o 101,400,000 |
Subtotal brought forward

4184860 344,250,000

e, i, ...




6. LONG-TERM DEBT, CONTINUED

‘Bonds subtotal cartied forward

441 848.601 344,250,000
Note payables:

MDI Guam non-inferest bearing note payabkm _

exchange for funds réceived for the construction
of Manenggon Hills substation: The note is being
repaid by deducting: 80% of MDI's non:fuel

charges from future ‘power billings.
2,292,568 2754723
444,141,169 347,004,723
Liass current maturity o e '
( 384,784) - (_ 6,834.784)
443,756,385 340,169,939
Less discount on bonds 17
( 7,624 755) (. 6:832,376)
436,131,630 338,337,563
Loss on defeasance, net of $259,174.
accumylated amortization in 1999
(°21.989,950) . b,
$414,141,680 $333.337,563
At September: 30; 1999, future maturities of long.
term debt are as fchllo‘vw;,~ '
Year ending September 30,
2000 S 384,784
2001 5374784
2002 5,999,784
2003 5,824,784
2004 6, 064,784
Thereafter 420»892.249,
5_444!}.4”13l69 7

Thepmceeﬁsofthe]gﬁsems

- time. of issuance. Bond! pmcee&sufappmki-‘
escrow funds for the purpose of defeasing

-~ Progeeds of the 1994 series bonds, face value of

proceeds from the 1999 series bondissue,

e §
borids, face vilue afﬁl 8 milbon, \&

addthonal generatmg qapamty
baild additional transmission ,chih L B
ties, and'to refund msunghng-mdbtlat' e

mately $19.700.000 were also used to establish

Several existing series of bonds over their
scheduled maturities, In 1999, the outstanding
honds were retired. wnthpmceedsfarm the 1999
series bond issue.

The proceeds of the 1993 series bonds, face
value of $100 million, were used to fmance
certain’ acquisitions of additional generatmg
capagity, the construction d«ﬂiﬂmdmms-
sjon facilities, and also to npgrade and refurbish
certaim existing equipment.

$102:9 million, were used to finance the con-
strction of an- additional baseload generating
unitand the construction of four new substations:
Tn 1999, the outstanding bonds were retired with

Proceeds of the 1999 series bonds, fade value of.
$349,178,601, were used to finance new. projects
as specified in the bond indenture and to retire
certain outstanding bonds and the commércial
paper issued for the purpose of financing certain

All gross revenues of GPA have
been pledged torepay the 1993 and
1999 series. bond principal and
interest.

Discounts associated with the 1992,
1993, 1994 aiid 1999 bond eries
are beingramortized using the effec-
tive interest method over the lives of
the bonds.



\ : 7. DEFEASED DEBT

Series bonds of $349,178,601 1o
finance 1999 projects, io retxfa $45
million i tax exem

paper notes, to retire { As’s 1992 and

1994 series bonds with a' total priricipal ot
standing of 5143660000 and; $99,820,000,

due on the 1993 bonds totaling §1;950,000
The proceeds for the refunding of the afore-
mientioned bonds. wer&transfenedwanescmw
agent who used the p to purchase U.S.
Govemment securities which are to be held by
the escrow a,gmt in‘an irevocablé trust to pro-
vide debt service paymcnts until mammy of’

During 1998 and 1999, GPA acquoired an
accounting and operating system through a
long term financirig arrangement which has
been classified as a capital lease. The capi-
talized Jease obligations reflect the. present
value of future lease payments, discounted af
the interest mate implicit in the lease; which
ranged from 4.45% to 7.82%. The capital-
ized cost of equiprent, which totaled
$4,744,058 on the date acquired by GPA is
being amortized over its estimated useful life
using the straight-line basis and is reflected
as a component of electric plant in servicedn
the dccompanying 1999 and 1998 .
balance sheets.

Futureé minimum lease payments refat-
ed to the aforementioned leases are. as
follows:

September 30, Amount

“ ¥

2000 $1,194,000
m 1’1943

2003 897,185

" On May 1, 1999, GPA issued 1999

reSpecﬁ’vély,andmpay mearnountcmm

- the 1992, IQBBMIB%W ‘Iheativm
refunding met the requirements of anin-sub-
~ stance defessance and the 1992 and 1994
bonds, and the principal enyrently dile on the
mmmmﬂﬁmﬁﬁéﬁsﬁmﬁ

statements. ‘Fhe advince refunding resulted in
a loss on defeasance totaling $22,249;124 rep-

resenting: ﬂwdxﬂ‘mnwbemn’themmqgm Th

fion price and the amourt.of the 1992

. and 1994 honds. The loss will pe deferred and
amartized over the remaining life of the 1992 -

and 1994 borids and 18 reflected as a reduction

of the 1999 Mh&hh‘lymﬂnaccompauymg

1999balances}m

8. CAPITAL LEASE OBLIGATIONS

lease payments 4,479,185
Less amount Hs

representing interest 543,037
Present valte of net minimum . |

capital lease payments. 3.936,148
Less current mstallments - 1,013,000
less cmemmmng:‘i:m 32.923\148
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9. EMPLOYEES'RETIREMENT PLAN

. %%loym of GPA hnedbemm September 30,
o are uélnm thenthvCM?ant of t—:g;xm
oyees' mme System, (4 defined bene-
mﬁhum on'plan). Employees hired
Defined  Contribfion Refirement. System
(DCRS). Employees wha are members of the
defined bepefit plan wntﬁlzss than 20) years of
seryice at September 30), 1995, had the:option.to
switch to the Defined Cﬂnuihuﬁeu
System until September 30, 1998.

The Defined Benefit Plan {DBP) and the DGRS
are administered by the € of Guam

Retirement Fund; ﬁ‘.\ which GPA. contribsmtes

based a fixed percentage of ithe ‘payroll for
'mmms who are. mmhmmfﬁm?lan.

FouheyearendedScptembu'Bo 1998; bamdom
the most recent actuarial valbation
of Septembet 30, 1995, @ minimum comhmeﬂ

employer. and engloyee contribution Tate’ of

28.1% of covered DBP payroll was required to
gppropriately furd’ the “euredt cost, amortize
PHor service costs and: for intefest'on the
unfunded actrued lxahlllty, Stafutory: contrbu-
tion rates for employee and employcr contribis-
tions were 9.5% and ‘18,6% mséxac y; for the
year ended September 30, 1998. - The effect

GPA'S prior year accruals for its share of pensmn
underfunding reduced the actudrially determined
employer contribution tate from: [8.6% to an
effective rate of 16.1% for the year ended
September 30; 1998. In recognition of the above,

&in accrual reductipn of 2.5% of covered. payroll

- Betvean the eective rate GE 16,15
eptember 30, 1995, are tmembers of 4

- 'been determingd: that for the year eﬁded

and ﬂw omploycc‘s statutory rate of B

Asa result of the mastmcent actuarial valua-
tion performed as of Septerber 30, 1998, ithas

Septeriber 30, 1999, a minimum combined
employer an loyee contobution rate  of
1534% of covered DBP payroll and an
employer contributipn of 10:53%: of covered

DBP paymﬂ plnsDCRS payroil is required to

uihuuaumhssforappluymandmpioycr con-
tributions, were 9.5 -and 18.6%, Tespectively,
for the year ended September 30, 1999.
During 1999, GPA' made' statutory contribu-
fions f0 the plan based on the September 30,
1995 aomanal valuation rates, The effect of the
‘Actoarjal yalvaton resulted in a reduction of
$1,088,421 of the unfinded 1i bihty

The DBP mll,:ms .the- act,nmal ¢ost. method
termed. - "entry ‘with an assumed
raté of retum o S%Bndanmumed salary
scakmcmasc— of 5.5% and A.5% per annuim,

ectively; for thc%he Septerber 30,

and. 1998, Sapmmbat 30, 1998
anﬂ 1995 actudrial valnations did not provide a
breakdown of actusrial p wvalie of yested
and nop-vested accumulatsd  plan benefits
hy sponsar o net dsset available for benefits by
spansor, Tf the actuarial valuation were
performed. for GPA. as a separate
entity, the accrued unfinded liability at
September- 30, 1999 and 1998, may.
be ma:enaﬂy different than' that
recorded in the accompanying finan-
cial statements,

Cantributions: into the DCRS' by
members are based on an automatic
deduction of 5% of the member's reg-
ular base pay- The contribution s
periodically ited into an individ-
ual annuity account within the DCRS.
Employees are afforded the
ity to select from different :Lnnult_v



" accounts avatlable undertheDCRS
& /4 Employ contributions into the
: DCRS' are based on a statutory

amount ofi 18:6% of the member's,
regu]ar base. pny Of the amnunﬂF i
contributed b loyer, only 5% of the
membexs. reg)u&lar %gpay is depuslted ntp
the member's  individual "ann
The remaining 13.6%'is confritx
the unfiinded liability of the DBP.

Members of the DCRS who have completed
five years of government: seryice, and have
attained the ape of 55 years at termination,
have a vested baldnce of 100% of both mem-

ber ‘and employee' contributions ‘plus any
earnings thereon. Members who have com-
pleted five years of service, but have not
attained the age of 55, are eligible only for the.

account.
towards

Capital Commitments

The2000 capital improverient project budget.s
approximately $19 mullion. The fout-year cap-
1M@nmmmnﬂ&rgjmt h:dg;o(}mposed by
management for 2 s estimat-
ed to be $181 million. ’I'hesc budgets are sub-
ject+to change by the'Board of Directors.

GPA has approximately $64 million in
chase commitments as 6 September 30, 15%5

GPA haS also,entered into agree-
menfs o purchase fuel from cer-
tain sugplleﬁ at prices yet to; be
determined.

In March 1999, GPA acquired a
tum-key gas er plant
for $11.2 lrulhon XOW

ously. leased the plant for 566.666'
per month plus a variable payment
based on the ‘London Interbank
Offer Rate (LIBOR).

9. EMPLOYEES'RETIREMENT PLAN, CONTINUED

ammmiufnnmlmcmhibuw'plusmemn
ings thereon.

- The cost'to-GPA for retirement contributions for

ﬁneymenﬁadSaptunbﬂ?:ﬂ 1999 and 1998,

is a follows: :
confributions  $5394,572  '$5.898,706
Accruals (1,083421) . ( 656359)
$4306451 85242347
The aforemeértioned. ennm'fmtmns are recorded
as a component of administrative and’ general

expenses i the accompanyirig' statements of

earnings and retaiped eamings.

10. COMMITMENTS AND CONTINGENCIES

Leases

JIn October. 1997, GPA entered into a lease
agreement for its office building for an imitial
&%‘dm years withan gption fo extend for

itional two year penbd%Montlﬂy rent s

511 12@ and increases to $78,231 if the gption.

to'extend is exercised.

In May 1993, GPA entered info an agreement to
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10. COMMITMENTS AND CONTINGENCIES, CONTINUED

GPA: nlsukamﬂclswmgc

1y fee of $100,000, intreasing to $107.500 in
- March 2003. 'I'hcﬁﬂﬁﬂiiﬁm gfihc lease is for
a.period of [0 ‘years with an'aption 1o Tenew
for #n‘additional 5 year period atan increased
monthly lease: fwef‘ﬁllS ,650.

Fa)amnm far thc ‘a‘ibmlﬂﬁnnéﬂ Ieasm* are as
Year ending
Septerber 30, Amount
2000 $2,065,000
2001 2140000
2002 2,139,000
2003 1,253 000:
‘Theteafter 1 341 OGU
: 520 238, Ilt
Rent expense under the aforementioned agree-

ments totaled $1,565,434 and $2, %&434dunng
the years énded’Septernber 30, 1999 -and 1998,
respectively, ‘which'is ihcluded 'as 8- component
of administrative and. general' expense in the
accompanying “staterments. of earnings' and
retained eaunngk

Am&mmwenfs.

mfarmmh :

As of Septernber 30, 1999, GPA has available a

In Septernber 1996, GPAmteredmtu ‘
agreements o purchase electricit 0
by plants canstructed or refurbished: and e ——-
Operated by three .companies. GPA ‘has certain
minimum power purciiase’ commitments: under
each of the three agreements.

The agreements have 20 year terms. Power pur-
chases for the years ended Septernber30, 1999 and:
1998 under suclagreements wew524“?3‘7,385 and
$9,271,687, respeciively, which is included as a
component of - energy cobversion costs in. the
accompanying statements of earnings-and retained
eamings.

Mimmum power. purchase commitments. for the
remaining years of such agreements are
$37;218,000 in 2000 and $36417090 annually
thereafiers Performance ofithe units and provisions
for inflafion inchided'in the agreements may sig-
nificantly impact these commiitments.

Letters of Credit

$2.5 million. baok line of credit to, be ‘teduced to
$1.5' million: on November. 1, 1999'for purchases
of partsand supplies, which 1s 100% collatéralized
hydcposxtsm 4 savings account maintained by
'GPA. 'As disclosedin Note 5, GPA also has avail-
able two $15 million. lines: of credit. ' However,
while: the working capital portion. of the tax

ek exempl. commescial paper notes are outstanding, GPA 1is legally
i restricted. from: dmmg more than $10 :mmon against these two
‘ lines of credit-

 As of September-30, 1999, GPA has outstanding letters of credit of
ﬂﬂpﬁ'ﬁmﬂﬁlﬂlfmg million, and standby letters of credit of $250,000.

-On May 24, 1986, the: ator of the Environmental Protection
Agency (EPA), granted a continning exemption to GPA under the
provisions.of Section 325(b).of the GleanAnAut, as amended. The
terims of fhe-exemption require manitoring by EPA, certain commit-

e LT




Tn,C mberlfgﬂiﬁ;EPﬁmiﬁmqga,mﬂ aﬁmmt
(GPA for the

fies in, violafion of the Clean AertLA oonscnt
decree, mvﬂuchapmﬂﬁf&lmmc}mw

: mneeembmgm the slagd of Guam. was struck

by:a super. .hmGPAmﬁhmdmenswc

itsig on; transmission and distribution

ities, Tni addition, GPA was undble 0, .bluc»

iricity Mmuchofﬂmislmdﬁx etiods of up ta six
ary of GPA's estimated: typhoon.

damagas mdmI ‘j,'jinsumnccmdPBMAmcovcr—

m.tsd&fcﬂlpws

yphioon casts $36,681.000
Ingarance and HE {30,787,000)
;unpn;ﬁmenm : € 3,074.000)
sef insurghce fund ( 2,384,000)
in.other expense '3 436,000
As of Septentber 30, ‘1999, GPA hias
T S mmmﬁs“‘"m

¢laims
included in: #ccounts: receivable.
arhoynt ultimately'to be collected: agmnat
these clmms s ﬁnaerlhm :
: Gm has. cheml asserlhﬁ and nnasserted
claims ‘outstanding. as of September 30,

1999, lmnntposm‘b:le o estimate the
ulfimate resolution of these matters and
&uetﬁfom;mprowﬁmfﬂrmwhabihty

was signied on'Pebruary 24, 1999 by FPA and GPA~
he consent depree also: requires GPA 0 install a
itchmg device that would aotomate fhé fuel
Aching rom hi ‘ﬁrfuelnﬂtdh%mlﬁrﬁzd
‘Ifhemstnhhsm&m d to be approx-

that may result from these elams has been
made in the financial statements:

GEAialfmmtesﬂs lransmrssimandchshib- |

ution: plant for damage up to $5 million per
accurrence:-and for any daniageés exceeding
$15 gullion:

As the Tesult of a PUC Decision: and Order,
GPAaddqt an ipsurance charge, oﬁmﬂmiper
Jalowatt ‘Bour 1o customer billings efféctive
Ianuﬂryl,l?gilmuiaselfmmnceﬁmdhai
ance of $2.5 milionisestablished. As

by the Decision and Order, GPA e
irmumchmgcassalasmnu&aml records
self-insurance ‘expense in the same amount,
Insurance charge praceeds are accumulated in
the restricted self-msurance fand to be used o
cover uninsured.or self-insured damages in the
event of a'nafural catastrophe.

Medicare
The Government of Guath andits component

units, inclyding GPA, began withholding and

reritting fonds tp the U.S. Social Security
System for theh:althmsm:ancc component.of
its salaries and wages effective. October 1998
for employees hired after March 31, 1986.

Prior to 'October 1998, the Government of
Guam did not withhold or remit Medicare
Eejrmgmsto the U:S: Social Secqrity System.

the goyemnment s fonnd 1o be Tiable for
Medicare payments on sdlaries and wages




10. COMMITMENTS AND CONTINGENCIES, CONTINUED <
B

prior-to October 1998 an indeterminate liability

could result. It is the. opinion of GPA. andﬂfﬂic .
Government oquau}ﬂ:atpayment of 'this health-

insurance component s gptional prior to. October
1998. Therefore, no liabilify-for any atount which
may ultimately arise from this. matter has been

recorded in the accompanying financial statements.

Guam Public Law 20-110 requires cettam enfities

to remit payments to a hazardous substance

expense fund. There are questions as to:the

enforceability’ .of ‘the law. and; accordingly ‘no

provision -has been. made in the acco

ﬁrmwm laml statements for payments tobe uﬁder
W,

Government of Guam General Fund

On March 21, 1997, kgxslauonwasmdwtuch :

requires GPA. and three other con ‘s of
the Government of Guam {o: pay the Goyemiment:
of Guam Gengral Pund, a combined amount 0£$23
million a8 payments in leo'of taxes forﬁsoalyws
1986 to 1@7 The law also requires that these

component units be assesséd a total of $3.5'million
annually starting in fiscal year 1998 The $23 mi}-
lion'may be paid immediately of over a five to.ten
year period: With financing terms to be négofiated,
Subsequently, législation was enacted that allowed
the Governor of Guami 1o assess and coliwtﬁmds
from autonomous. agencies for past contributions

setvices mainfained by the: govem- -
ment. O h(ﬁqmber 2}',1999,1(1&(5‘0\?@10: ‘_
of Guamissted Executive Otder No. 99-16 B
which trders the PUC to open 4 regulatory docket to.
determine the, basis upon which an assessment shall
bemndncwdfm'pastmfarsﬁrwhchﬂtgw- g
emment of Guani has not been compensated. §8
Additionally, the order states that the. claims of the ~ &
government of Guafn shall be held in abeyance until
the matter of the assessment has been resolved, In'
April 2000, a bill-was introduced in the Guan legis-
Jature which would appeal the public laws relative
to the transfer of antonomous agency revenues
related to such assessments. As the amount of the
assessment has pot been ultirmately
no accrual for this. contin

habihgr has. been
recorded as of Septembar?fg.ml

Gavemnmtutﬂu&ml!eceivables i
As» of Executive order No, 99-16, the Governor . SIS
ordered that GPA's: claims against the |8

govmmtofﬁuamm be held in abeyance
until the issue of pest traosfers from the govem-,
ment of Guam to GPA has been resolved. As of
September: 30, 1999, amounts' due from the
Goyermnnient offGnam, meluding autonomous agen-
cies, totaled $23.229,813. Noanwwnnpeforﬁm
uncollectibflity-of the govemment of Gnamlw.:nz-
ables has been acorued as of Septe:

the amount camot be rea .

( Disputed Payable

GEA i§ disputing charges, of approximately

$2 million associated with prie of.tts Energy
Conversion Agreements.  GPA has. not
recarded this amount. i the: accompanying
financial statements at September 30, 1999,

GPA seifled lltigannn bronght dgainst GPA  FHSES

by one of its subcontractors aﬂeged Jrrag i
"sh.a,red savings” to which the clmmaht :




10. COMMITMENTS AND CONTINGENCIES, CONTINUED

beheved theywm ahﬁﬁﬁmdenben:mhu'ach ‘Suk uenttnScptambu30, 1999;

the litigation was: setfled for $995,000 after the Supetior Court of Guam deried

GPHstonforSmnnmﬁﬂgméun This arount has been:recorded as a com- -
“ﬁ?&chicplantmmc&m the accompanying r%wmm '

Federal Awards

GPA has received federal awards for specific purposes that are. suh;actm review. and audltby the grantor
agencies, As of Se% tember 30, 1999, questioned eosts have-resulted from: such:compliance audifs ‘in the -
attiount of*$2,196,167. No proyision has been made in- the aecomgaxgmgﬁmhaalstﬂemts for any lia-
bility which may ulhmatély’reszﬂtas ‘management is m;mﬁlt: 10 assess the ultimate resolution-of this matter.

11. AGREEMENTS WITH THE UNITED STATES NAVY

On September 15, 1996, a]aasugmcmentmssm:w&mto bEtv-'emGPAland the U8, Nuvy mavy:) to trans-
fer to GPA the operatiors; maintenance and custady-of certain Navy-awned electrical transmission and dis-

tribution lines, electric power genetation facilities, related stractiires and equipment, together-with d}eassm .
ated land interest. ‘The facilities are leased to/GPA at no cosf for apmedefﬁfty years,

During the years ended September 30, 1999 and 199&, (GPA billed:the Nayy approximately 326;9001300 and
$30,200,000, respectively, for sales of clectn‘city under a customm’suppliei‘ agmcment

12. RELATED PARTY TRANSACTIONS

Aboardmembe:ofGPAlsthe "awnepofasupphwwhohasbbendomgbusmmswnhGPAmthé‘
past years. Transactions wdth this vends -dlm:tgﬂmeyw:undeds;pjemberso 1999ar|d1998appto:nmatc
$1,627,257 and $1,424,259, respectively.

13. YEAR 2000 IssSUE (UNAUDITED)

The year 20001issue’is the resultof shortcomings'in many. electmmc data progéssing systeﬂﬁ amlodwr elec-
tronic equipment;that may adversely affect GPA's opérations 45 early asfiscal year 1999, GPA has identified
computan systems and other alaexmmc equipment, which may; be-aftected by the year 2000'issue-and has not
yw derte UL he cost to ufpgrad«snaheyutcmﬂ GPA:wuntnﬂy iuﬂjgmmﬁmhon 5&1& of addmsmngthe
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